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Key questions

e To what extent is the EU affected by energy poverty?
e How is energy poverty addressed within the EU?

e What more can be done about it?

Introduction

It is estimated that currently 50 million households in
the European Union (EU) live in energy poverty and
experience inadequate levels of essential energy
services.! The COVID-19 pandemic is likely to have
aggravated this situation further as, in addition to
financial constraints, lockdowns have led to an
increase in energy consumption due to more time
spent at home and the rise of home office as well as
e-learning practices. The aim of this policy brief is to
provide an overview of the extent to which energy
poverty affects the EU and how it is currently
addressed by the Member States (MS).

Concept and Measurement

Even though energy poverty is not a new
phenomenon in Europe, no official definition has
been adopted across the EU. Both the Electricity and
Gas Directive (2009/73/EC) and the revised Electricity

! See https://energy-poverty.ec.europa.eu/energy-poverty-
observatory/what-energy-poverty en
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Directive ((EU) 2019/944) require the MS to provide a
definition and to develop a set of criteria to assess
energy poverty. However, an analysis of the 2021-
2030 National Energy and Climate Plans (NECPs)
showed that as of 2020 most MS still lacked both a
clear definition of and an approach on how to assess
energy poverty (see Table 1).

Table 1: Definitions and indicator adopted by the MS on energy

poverty
Definition Quantified
Yes AT, BE, IE, IT, LV, LU, AT, BE, CY, NO, IE, IT,
MT, RO, ES MT, RO
No BG, HR, CY, CZ, DK, EE, | BG, HR, CZ, DK, EE, FI,

FI, FR, DE, GR, HU, LT, | DE, HU, LV, LT, LU, NL,
PT, SK, SL, SE PL, SK, SL, ES, SE
Partial | NL, PL FR, PT

Source: Extracted from Bouzarovski et al., 2020 2

While there is a consensus on the necessity for a
common assessment approach to improve the
understanding on energy poverty, most MS have not

2 Bouzarovski, S., H. Thomson, A. Varo, and R. Guyet. 2020.
Towards an inclusive energy transition in the European Union:
Confronting energy poverty amidst a global crisis. Luxembourg:
Publications Office of the European Union. doi: 10.2833/103649

*
okt
*  *
* *

.

Horizon 2020
European Union funding
for Research & Innovation


https://energy-poverty.ec.europa.eu/energy-poverty-observatory/what-energy-poverty_en
https://energy-poverty.ec.europa.eu/energy-poverty-observatory/what-energy-poverty_en

Energy Poverty in the EU

Policy brief

established a methodology to quantify energy
poverty. To support the measurement and
monitoring of energy poverty, the EU Energy Poverty
Observatory (EPOV) was launched in 2018. The EPOV
acknowledges energy poverty as a multidimensional
phenomenon and developed a set of four primary
indicators to assess it*:

e Arrears on utility bills

e Low absolute energy expenditure

e High share of energy expenditure in income
e Inability to keep home adequately warm

Energy poverty in Numbers

In 2019 over 30 million Europeans suffered from the
inability to keep their homes adequately warm, equal
to 6.9% of the EU population as a whole. Particularly
affected by this are Bulgaria and Lithuania with 30.1%
and 26.7% of the population respectively. At the
other end of the spectrum are Austria and Finland,
where only 1.8% of the population were unable to
keep their home adequately warm.

Figure 2: Share of the population unable to keep their home
adequately warm
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Similarly, on average 6.2% of the EU reports arrears
on their utility bills. In Greece that share is the highest
in the EU with 32.5% of the population, followed by
Bulgaria with 27.6%; the lowest in the EU is the
Netherlands with 1.5%. A closer look at energy

3 See Indicators | EU Energy Poverty Observatory
4 See Indicators | EU Energy Poverty Observatory
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expenditure shows that 15.5% of EU households
spend more than twice the national median share on
energy and, according to EPOV* by this can be
considered energy poor. Those households’ dwellings
are likely to be non-refurbished, have poor insulation
and low energy efficiency. This is particularly relevant
in the EU, where half of Europe’s housing stock was
built pre-1970 and the annual renovation rate is
below 1%. As a result, 75% of the current building
stock is energy inefficient. On the other hand, also
abnormally low energy expenditures can be an
indication for energy poverty. While those can be an
implication for high energy efficiency standards, it
might also be a sign for households, which
dangerously under-consume energy. In total, 14.6%
of EU households report energy expenditures below
half the national median and thus, have abnormally
low expenditures on energy. Those households
restrict their energy consumption below what is
necessary due to the inability to pay their energy bills.
Although energy poverty is not limited to low-income
households, Figure 3 shows that it mainly affects the
lower income deciles in the EU.

Figure 3: Share of households in energy poverty by income
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EU polices and measures

The main EU legislation to address energy poverty is
the ‘Clean energy for all Europeans package’.’ The
package contains several measures on energy
poverty, which aim to protect vulnerable consumers

> See https://ec.europa.eu/energy/topics/energy-
strategy/clean-energy-all-europeans _en
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and to encourage energy efficiency investments.
According to Article 29 of the revised Electricity
Directive((EU) 2019/944), the MS are obliged to
monitor the number of households living in energy
poverty and regularly report those numbers to the
European Commission. Furthermore, Article 7 of the
revised Energy Efficiency Directive (2012/27/EU) and
its amendment (2018/2002) requests the MS to
ensure that a share of the energy efficiency measures
prioritizes energy poor households. Finally, the
Governance Regulation requires the MS to outline
national measures and actions that contribute the
alleviation of energy poverty in the long-term. In
addition, they are supposed to set national targets on
energy poverty and include the respective policies
and measures to reach this target in their NECPs.

Apart from legislation, the EU supports the MS
through additional tools.® As part of the ‘European
Pillar of Social Rights’”” the EU officially declared
energy as an essential service that everyone is
entitled to access. The EPOV constitutes a platform
for the exchange of knowledge and best practices on
energy poverty. Through the ‘Renovation Wave for
Europe’ 8the EU aims to provide support by improving
the conditions of private and public buildings. Finally,
the European Commission also plans to launch the
‘Affordable Housing Initiative’® to offer technical
support for social housing projects.

The effort of the MS

Due to the subsidiarity principle, most public policies
on energy poverty are decided by the MS on the
national, regional, or local level. The EPOV assessed
the extent to which energy poverty was considered in
the NECPs based on 13 criteria, such as recognition
and definition of energy poverty or the type and
number of measures taken to address it.2° The map

6 Magdalinski, Emilie, Marie Delair, and Thomas Pellerin-Carlin.
2021. Europe need a political strategy to end energy poverty.
Paris Policy Paper 259

7 See https://ec.europa.eu/info/strategy/priorities-2019-
2024/economy-works-people/jobs-growth-and-
investment/european-pillar-social-rights en

8See https://ec.europa.eu/energy/topics/energy-
efficiency/energy-efficient-buildings/renovation-wave en
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below shows the performance of the MS on a scale
from 0 to 26, whereby a score of 26 means the
country fully meets the 13 criteria and has fully
incorporated the issue of energy poverty in their
NECP.

Figure 4: Assessment of energy poverty in the NECPs
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The assessment shows that most countries lack a
clear definition and fail to present specific targets,
measures and resources to address energy poverty.
No MS fully meets all criteria as established by the
EPOV. The highest-ranking country is Belgium with a
score of 19 out of 26. Spain, France, and Lithuania
follow closely, but exhibit significant deficiencies
regarding the presentation of financing models to
address energy poverty, effective regional and local
inclusion, or the consideration of energy poverty in
market regulations. On the other side of the ranking
are countries like Sweden, Denmark, Germany, and
the Netherlands, where the number of households
being unable to keep their homes adequately warm is
below 3%. Those countries and several other
northern European countries tend to treat energy
poverty as part of general poverty. This means that

% See https://www.ourhomesourdeal.eu/affordable-housing-
initiative

10 Bouzarovski, S., H. Thomson, A. Varo, and R. Guyet. 2020.
Towards an inclusive energy transition in the European Union:
Confronting energy poverty amidst a global crisis. Luxembourg:
Publications Office of the European Union. doi: 10.2833/103649.
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energy poverty constitutes a social issue and not an
energy policy concern. Consequently, energy poverty
is predominantly addressed with social policies like
income assistance or direct support via (in part)
payment of energy bills. While those measures are
palliative and provide short-term relief to
households, they fail to solve the root cause of energy
poverty in the long-term. The opposite of the
palliative approach is the preventive approach to
energy  poverty, whereby the  measures
predominantly aim to improve the poor performance
of buildings and appliances. In this case, energy
poverty is treated as part of energy policies, and
mainly reduced through investments in energy

efficiency.

The ODYSSEE-MURE project recently introduced an
add-on to its MURE database, which allows one to
filter energy efficiency policies by their impact on
energy poverty. Therefore, MURE can be used to
easily generate an overview of the countries with a
preventive approach to energy poverty: among the
27 EU MS, only a few countries have implemented
energy efficiency policies with reference to energy
poverty so far. Table 2 provides an overview of the
MS and the degree to which they address energy
poverty within their energy efficiency policies.

Table 2: Overview of the MS with energy efficiency policies on

energy poverty
MS | Mainly or exclusively Includes components
aimed at energy poverty | addressing energy poverty
BG 0 5
EE 0 1
Fl 0 3
DE 0 1
GR 1 1
PT 1 1
ES 0 4
RO 1 0

Source: Data from ODYSSEE-MURE

The table shows that most energy policies on energy
poverty are not targeted, but rather contain
components addressing energy poverty. Common
measures in this context are subsidies for energy
efficiency improvements in buildings. Energy poor
households can apply and benefit from those

subsidies, but they are not the exclusive target group
for those measures. An example for this is the ‘Aids
Program for Energy Retrofit of Existing Buildings’
(PREE) in Spain, where higher support is allocated to
building projects that house vulnerable households.
Besides financial support, the MS also use mandatory
standards, general programms and other measures
such as information campaigns to combat energy
poverty (see Figure 5).

Figure 5: Types of energy policies addressing energy poverty in
the EU27
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Source: Data from ODYSSEE-MURE

What more can be done?
Establishment of national definitions

The assessment of the NECPs by the EPOV showed
that only 9 out of the 27 Member currently provide
an official definition of energy poverty. However, a
clear definition is necessary to identify households
experiencing energy poverty and design the policies
accordingly. As socioeconomic factors, climate
conditions and the structure of the energy market
differ across the EU, it is necessary for MS to tailor
their definitions to local circumstances. Otherwise, a
one-fits-all definition might lead to inadequately
targeted policies and consequently a failure to realize
their intended purpose.

Establishment of measurement

Half of the MS have not established explicit indicators
to assess energy poverty. But even the indicators
commonly used, such as the ones from EPOV,
underestimate certain aspects of energy poverty like

ODYSSEE-MURE
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summer or transport poverty.!? For instance, in
Bulgaria, Portugal, Malta and Greece between 35% to
50% of the population insist that their dwellings are
not sufficiently cool in the summer. The demand for
cooling is likely to increase in the future due to the
impact of climate change on heatwaves. Numerous
households also struggle to meet their mobility needs
due limited access to public transport or affordability
issues. A recent study showed the inclusion of
transportation increases the energy poverty rate in
France from 18% to 21%"2. This is particularly relevant
as CO; prices and thus fuel prices are expected to
further increase to protect the environment and
combat climate change.

Targeted energy efficiency measures

While many countries already consider energy
poverty within their energy policies, progress still has
to be made across the EU. AlImost 30% of the MS treat
energy poverty exclusively with social policies and
other countries fail to target energy efficiency
measures to vulnerable households. Inefficient use of
energy is a primary driver of energy poverty,
therefore, the implementation of energy efficiency
schemes can reduce energy poverty in the long term.
However, general energy efficiency measures are
often not sufficient to reach energy poor households
as the barriers to energy efficiency investments tend
to be higher for energy poor households compared to
the wealthier parts of the population. Therefore, it is
necessary for policymakers to identify those barriers
and to ensure through targeted schemes that the
most vulnerable households can still benefit from
these interventions.

Energy poverty presents a concern to all MS

The assessment of the NECPs revealed that the
countries with a less elaborated approach to energy
poverty are also those countries with low numbers of

2 5ee Indicators | EU Energy Poverty Observatory
3 Berry, Audrey. 2018. Measuring energy poverty: uncovering

the multiple dimensions of energy poverty Working Papers
2018-69.
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energy poor households. However, it is a fallacy to
assume that a low rate of energy poverty makes
effective measures to tackle this issue less relevant.
For instance, although only 2.5% of the population in
Germany!* reported in 2019 that they were unable to
keep their homes adequately warm, this still means
that around 2 million people were suffering from cold
conditions at home.

For further reading or information, please visit
https://www.odyssee-mure.eu/

145ee Indicators | EU Energy Poverty Observatory
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