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WEC’s 2014 World Energy Issues Monitor: Italy
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The Italian energy sector has experienced a decrease in consumption since the 2008 eco-
nomic crisis. The demand for electricity, natural gas and oil products continues to decrease 
month-on-month due to a mix of factors, both positive and negative: increased energy 
efficiency, stagnating economic growth, the decrease of industry and business activities, and 
the penetration of renewable energies in the electricity generation market.

At the same time, electricity prices have increased due to the growing incentive costs in 
promoting renewable energy and balancing system costs. This has resulted in a loss of com-
petitiveness for industries operating in Italy. 

After the approval of the National Energy Strategy (SEN) in 2012 and the abandonment of 
new nuclear projects decided via popular referendum, the Italian government has mainly 
focused its energy policy on gas and renewables. Italy’s ambition is to become the gas hub 
of southern Europe, expanding its share of renewable sources without increasing the cost 
for the system and its progressive integration through smart grids. In addition, promotion of 
energy efficiency in the building sector, together with the deployment of renewables in heat 
production, represents important goals for present Italian energy policy. 
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The Italian monitor highlights the following critical uncertainties:

1. Climate change policy framework: generally, it is not clear how the future EU climate 
and energy policies will deliver the market expectation on one single target for 2030, 
and a single energy market where there will not be an uneven distribution of European 
Directives across member countries. 

2. Storage technology: the need to efficiently integrate the increasing capacity of 
renewable energies into the energy system, while controlling energy prices, makes 
storage technology a critical uncertainty that could play a game-changing role in the 
evolution of the Italian electric sector. 

3. MENA issues: as for the top geopolitical uncertainty, the historical integration between 
Italy and MENA countries (mainly through natural gas pipelines) makes the dynamics 
in this region a major concern with the potential to have a significant impact on Italian 
energy businesses and security of supply. However, this might be mitigated by the 
abundant gas available for spot contracts and LNG infrastructures that could be 
available in the future. 

It is also worth noting that renewable energy and energy prices are perceived as equally 
critical and uncertain in Italy. In fact, since the large penetration of renewable energies 
into the Italian power mix, the price of electricity has increased. Macroeconomics and 
geopolitical issues dominate the need-for-action issues. 

The competitiveness of the European energy sector has progressively declined in relation 
to the US, producing negative effects on the manufacturing and industrial sectors. This 
situation calls for urgent action. In particular, it is necessary to address the negative impact 
on the Italian economy of unfair competition from Asian industries that are not obliged to 
comply with stringent commercial, safety and environmental rules. 

The credit crunch is still having a negative impact on Italian business development and 
the investments needed to optimise and improve the efficiency of energy networks, mainly 
through technologies such as smart grids.

Energy affordability is also becoming a significant issue as the burden of the energy bill on 
family budgets is ever increasing. 

Among the technologies perceived as ‘low impact’ and ‘uncertain’ it is surprising to identify 
CCS. In recent years, Italian institutions and energy companies have been involved in setting 
the regulatory framework and developing pilot projects in the country, in line with the EU 
strategic energy technology plan. In addition, Italy has been among the first countries in the 
EU to adopt the directive on the legal framework for underground storage activities, namely 
the EU Directive on Carbon Storage and Sequestration. 

The ‘weak signal’ surrounding the biofuel issue in Italy is also surprising. In fact, during 
2013 there were positive developments for the production of second-generation biofuels in 
the country. In particular, a ministerial decree established a legal framework for bio-refinery 
installations and a world-class Italian chemistry company inaugurated the first second-
generation bioethanol plants in the world. 

The WEC’s Italian associates feel uncomfortable with the European energy policy framework 
that is having an impact on the competitiveness of the Italian industry in the country and 
abroad. At present, energy security and affordability are the main issues that should be 
addressed with the aim of increasing the country’s economic competitiveness. 
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WEC Italy will continue to be committed to supporting and promoting the importance of 
research and development (R&D) and innovation in the energy field. Development and 
deployment of new technologies is the best way to consolidate energy competitiveness and 
environmental sustainability. 

The WEC should also pave the way for a thorough international debate on the urgency and 
importance of diverting financial resources from incentive policies to R&D programmes in 
those energy fields where the European industry has first-class technologies.




