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SUMMARY 
 

Italy is one of Europe’s renewable energy and energy efficiency 

champions. This report analyses how national conditions and political 

system shape a deepened transition to a low carbon economy and 

society. It identifies opportunities to boost Italy’s role in the European 

low carbon transition. 

Italy is the world’s eighth largest economy, the third largest in the Eurozone and will 
soon be the third largest EU Member State after the UK exits the European Union. 

Italy’s economy is gradually recovering from a fierce recession that shook its 
foundations and hit hard its small and medium sized businesses (SMEs) and finance 
sector, leading to high levels of youth unemployment and emigration of skilled 
labour.12 

In this context, it has largely gone unnoticed in the rest of Europe that Italy is one of 

its renewable energy and energy efficiency champions. Its energy intensity is 18% 
lower than the EU 28 average; and it is the second largest producer of renewable 
energy in Europe. As one of the most climate vulnerable countries in the EU, it stands 

to gain a double-benefit from strong climate action in the EU by both promoting its 

clean industry and protecting its citizens from climate impacts.  

Inherent tensions in Italy’s complex political system prevents its national government 

from taking a more proactive position to promote a clean economy transition at home 
and in the EU; and its domestic transition is slowed down by a traditionally strong 
relationship with largely less progressive companies and a weak financial system 

failing to support more innovative business models. More recently, one of Italy’s 
largest energy companies has however embraced a strategy away from fossil fuels, 

including gas, opening the debate about the country’s energy future.  

Opportunities to advance Italy’s national transition and enhance its impact in the EU 

are manifold nonetheless – EU institutions, policies and funding can act as a supporter 
to the country’s ambitious regions; help remove structural barriers in the finance 

sector and set ambitious legislative targets for the transport and energy sector to 
provide long term certainty to investors.  

Italy is a committed member of the EU and has recently sharpened its international 
profile on climate change through its G7 presidency in 2017 and its commitment to 
phase out coal. As such, other EU countries can support Italy in upholding its legacy 
and maintaining this new profile as a reliable global and European partner on climate 

change. 

 
 
 

                                                           
1 Financial Times (2017), Italian economic confidence hits post-financial crisis high 

2 EurWork (2010), Effects of economic crisis on Italian economy  

https://www.ft.com/content/10a04273-8971-35ca-84d2-bb92ba03e256
https://www.eurofound.europa.eu/observatories/eurwork/articles/effects-of-economic-crisis-on-italian-economy
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Figure 1: Visual summary of the political economy of Italy’s low carbon transition 
 
 

  

Size assesses the relative importance in shaping the national interest around 
the low carbon transition 

Colour reflects whether it is enabling a low carbon transition  
1. Green: supportive 
2. Red: opposing 
3. Blue: neutral 
4. Brown: divided 

Darkness of shade reflects the maturity of the debate around the low carbon 
transition. This is not applied to the political system. 
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POLITICAL ECONOMY MAPPING 

EXPLAINED 
 
The Political Economy Mapping Methodology (PEMM) has three primary layers of 
analysis: national conditions, the political system and external projection and choice. 
This facilitates country comparisons as the analytical categories are general enough to 
be applicable to all countries. A key feature of the PEMM is its graphical 

representation, which condenses very complex information in an easily digestible 

diagram. 
 

The analysis of the national conditions aims to identify underlying tensions across key 
factors that influence a country’s interests regarding the low carbon transition. The 
second part examines the political system, especially the power relations between 
different actors and their alignment with low carbon development. The interaction 
between the national conditions and the political system leads to countries making 

choices on climate and energy policy, which are analysed in a third step. For the 

purposes of this briefing the analysis of external projection and choice focuses on how 
a country positions itself at the European level and in international diplomacy. 

 

The PEMM presented in this report was informed by extensive desk-based research 

by E3G and tested with country experts in NGOs, businesses and central, regional and 
municipal government in Italy. The final draft was informed by their comments and 

insights; the judgements remain the responsibility of the authors. This country report 
represents the result of this process. 
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NATIONAL CONDITIONS FOR THE LOW 

CARBON TRANSITION 
 
The analysis of the national conditions examines six key areas that are important 
determinants of a country’s national interest regarding energy and climate policy: 
Climate Risk; Energy Transition; Energy Security; Technology and Innovation; Finance 
& Investment; Public Goods. 

For each category, the analysis is guided by three main questions: How important is 

the area in the real economy of the country? Is the area accelerating or inhibiting a 
low carbon transition? How mature is the debate within this area with regards to a 
low carbon transition? 

 

Summary of National Conditions  

In Italy, two major and opposing forces create conflicting national conditions around 
the low carbon transition: the transition of the energy sector and growing climate risk. 

The Italian energy transition, as well as its energy security strategy, is closely linked to 
business opportunities from the development of gas infrastructure which hinders a 

transition to a renewable energy-based economy3, while exposure to and growing 

experiences of climate disasters provide fertile ground for stimulating action to 

minimise climate risk.  

On one hand, the public value placed on air and water quality, protection of human 

health and regional governance presents opportunities to galvanise action that 
supports the low carbon transition. On the other hand, Italy’s high technology and 

innovation capability is hindered by the preponderance of few, powerful businesses 
which dominate innovation but are divided on the low carbon transition. A weak 

finance and investment sector compounds this effect, in particular limited access to 
finance for SMEs and continued investment in gas.  

 
 
 
  

                                                           
3 While the authors acknowledge that natural gas plays may have a short-term role in the low-carbon energy transition, 
continued development and expansion of gas infrastructure is not in line with emissions trajectories required to meet long-
term EU and global climate objectives (net-zero emissions by 2020). 
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Climate Risk 
 

Summary Assessment: 
Italy is one of the most climate vulnerable countries in Europe; however, the full 
extent of climate impacts and urgencies around climate risk are not well 
understood and capacity to address the challenge in a systemic way is 
underdeveloped.  

 
Assessment Categories: 
Significance for the national interest: High 
Alignment with low carbon transition: Supportive 
Maturity of the debate: Low 

 
Within Europe, Italy is one of the most climate vulnerable countries. Relevant 
factors are its geographical characteristics, disruption to a multitude of sectors and 

associated scale of economic losses and significant potential inflow of climate 
migrants from abroad exacerbated by low adaptive capacity4. The country is already 
highly exposed to natural disasters, including floods, landslides, earthquakes and 

heatwaves. Climate change impacts exacerbate these natural risks, particularly 

extreme weather events, higher temperatures, increased frequency of severe 
droughts, coastal erosion and sea-level rise.5 Total economic losses due to climate 
events amounted to €65 billion from 1980 to 2015 (average of €1.8 billion/ year), of 

which only three percent of losses were insured.6 Around 75% of migrants enter 
Europe through Italy and climate change is likely to exacerbate migration from Africa 

and the Middle East.7 
 
Water-related climate risk is a growing concern across the country from urban 

communities and agricultural producers to the tourism sector. First, the agriculture 
sector alone experienced economic losses of €2 billion during the summer of 2017 as 

a result of a severe and prolonged drought; reduced rainfall also led to water 

shortages in urban areas, competition over water resources within and amongst 

regions, and reduced hydropower production.8 Second, the geographical features of 
in the North means it is vulnerable to flooding from extreme weather in an area that 
holds 40% of Italy’s productive activities.9 In 2017, heavy rainfall and flooding left the 
city of Livorno in a state of emergency, with loss of life and disruption of energy and 

                                                           
4 European Environment Agency (2017), Climate Change, Impacts and Vulnerability and Centro Euro-Mediterraneo sui 
Cambiamenti Climatici (2013), Overview of key climate change impacts, vulnerabilities and adaptation action in Italy  

5 European Environment Agency (2017), Climate Change, Impacts and Vulnerability 

6 European Environment Agency (2017), Economic losses from climate related events 

7 Politico (2017), The EU can’t solve Italy’s migration crisis; European Political Strategy Centre (2017), 10 trends shaping 
migration 

8 BBC (2017), ‘Rome hit by water rationing as Italy struggles with drought’, BBC Europe, 24 July 2017,  

9 Mosello (2015), How to deal with Climate Change? Institutional adaptive capacity as a means to promotes sustainable water 
governance, Springer  

 

https://www.eea.europa.eu/publications/climate-change-impacts-and-vulnerability-2016/key-findings
http://www.cmcc.it/wp-content/uploads/2013/08/rp0178-serc-07-2013.pdf
https://www.eea.europa.eu/publications/climate-change-impacts-and-vulnerability-2016/key-findings
https://e3gorg.sharepoint.com/PEMM/3.%20Country%20Reports/Italy/IT%20PEMM%20Briefing%20Paper/,%20https:/www.eea.europa.eu/data-and-maps/indicators/direct-losses-from-weather-disasters-3/assessment.
https://www.politico.eu/article/eu-cant-solve-italy-migration-crisis-refugees-mediterranean-sea/
https://ec.europa.eu/epsc/publications/other-publications/10-trends-shaping-migration_en
https://ec.europa.eu/epsc/publications/other-publications/10-trends-shaping-migration_en
http://www.bbc.co.uk/news/world-europe-40704408
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transportation services.10 Third, the impacts of reduced snow mass in the Italian Alps 
and sea-level-rise and erosion on Italy’s coasts also pose risks for the country’s 
tourism sector which contributes to 11% of GDP11; climate impacts on tourism are 
projected to lead to a GDP loss of up to 1% by 2050.12  

 
Despite this vulnerability, the urgency and extent of Italy’s climate damages in terms 
of impacts on human health, public welfare and economic output are not well 
understood. The cost of climate change is similar (if not more) to natural disasters, 
and yet climate risk receives little attention at the institutional level. National climate 

change strategies and plans are largely captured under energy laws and therefore 

tend to focus on climate mitigation rather than adaptation. The proposed national 
climate adaptation plan puts Italy on track to improve its understanding of impacts, 

but lacks financial backing and clear guidance to support regions and municipalities in 
integrating climate risk into development planning or in disaster risk reduction (DRR) 
efforts13. Regions and cities that choose to develop adaptation plans, such as the 
Emilia-Romagna region and the city of Bologna, do so voluntarily and without 
guidance (or resources) from the central government, exchanging with European 

partners instead.  

 
Opportunities to raise the debate on climate risk and to leverage it to support a low 

carbon transition exist. Regional government roundtables and the engagement of 

Italian cities at the EU and international level, for example through the Covenant of 

Mayors, offer collaborative spaces for sharing lessons learned on developing long-
term, science-based climate adaptation plans. In addition, DRR is a more visible and 

institutionally developed area in Italy where climate risk could be integrated, for 
example under the Prime Minister’s Task Force on Hydrogeological Risk.  
 

Energy Transition 
 

Summary Assessment: 
The rapid growth of renewable energy that allowed Italy to meet its EU 2020 

target early has plateaued. A high dependence on fossil fuels and continued 
focus on gas steers Italy towards a high-carbon pathway.  
 

Assessment Categories: 
Significance of the national interest: High 
Alignment with low carbon transition: Opposing 

Maturity of the debate: Medium 

 

                                                           
10 The Local (2017), ‘Italy floods: Death toll rises to eight as body of final missing person found’   

11 World Travel & Tourism Council (2017), ‘Economic Impact 2017: Italy’ 

12 ibid 

13 Centro Euro-Mediterraneo sui Cambiamenti Climatici (2017), Piano Nazionale di Adattamento ai Cambiamenti Climatici 

 

https://www.thelocal.it/20170912/body-of-seventh-victim-livorno-tuscany-italy-flooding-found
https://www.wttc.org/-/media/files/reports/economic-impact-research/countries-2017/italy2017.pdf
http://www.minambiente.it/sites/default/files/archivio_immagini/adattamenti_climatici/documento_pnacc_luglio_2017.pdf
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The energy sector is crucial for Italy’s transition to a low carbon economy as it 
accounts for 82% of the country’s total greenhouse gas emissions14. Fossil fuels 
continue to dominate the Italian energy mix at about 79%, with oil accounting for 
34%, gas for 37% and coal for 8% of total energy consumption15. Oil and gas 

consumption, however, has been declining since 2004 due to reduced energy 
demand, particularly in industry, and an increase in the share of renewables16.  

Italy was an early adopter on energy efficiency and the deployment of renewable 

energy systems, which helped the country to achieve its 2020 EU energy targets 
ahead of schedule. In 2014, Italy reached its 2020 target of a 17% share of renewables 

in the energy mix and in 2011 total energy consumption fell below the 2020 target of 
124 Mtoe.17 Its reduction in energy consumption saved it a total of €3.1bn of energy 
imports between 2005 and 2016.18 Under the new National Energy Strategy (2017), 
the country also has the intention to phase out coal power by 2025 and aims to 

expand the share of renewable energy in final energy consumption to 28% by 2030.19 

A deepened transition of the sector is now being hindered by multiple challenges:  

- Large hydro power production shows great annual variation20 and has limited 

potential for expansion in the north21;  

- Abrupt policy changes in the feed-in-tariff scheme drove down new added 

capacity of solar photovoltaic from 9.3 GW in 2011 to 0.4 GW in 201622;  

- The gas sector is looking to recover its pre-2010 market share by displacing oil 

in power and transport23, as well as to fill a gap on the grid due to a slowdown 
in renewables.  

Deepening Italy’s role as an entry point for European gas and Mediterranean hub is 
considered an important business opportunity24. Gas imports capacity exceed annual 

consumption by far25, yet its development is strongly supported and subsidised by the 
Italian government. For example, annual fossil fuel subsidies total €16.6 billion, most 

of which goes to the transport sector; Italy has the third highest car ownership per 
capita in the world. 2627 Its 2017 energy strategy still promotes the diversification of 

                                                           
14 UNFCCC (2015), ‘Greenhouse Gas Inventory Data: Italy’. 

15 IEA (2016), ‘Energy policies of IEA countries, 2016 Review: Italy’,  

16 Eurostat (2017), ‘Energy Data: Main tables’ 

17 Eurostat (2017), ‘Final energy consumption, 1990-2015 (million tonnes of oil equivalent)’,  

18 Ministry of Economic Development (2017), Strategia energetica nazionale 2017 

19 Ministry of Economic Development (2017), Italian National Energy Strategy 2017 

20 Eurostat (2017), ‘Energy Data: Main tables [nrg107a]’ 

21 World Energy Council, Hydropower in Italy, accessed January 2018 

22 REN21 (2017), ‘Renewables 2017: Global status report’ 

23 IEA (2016), ‘Energy policies of IEA countries, 2016 Review: Italy’. 

24 SNAM website 2017, Italy as a strategic hub 

25 13.65 bcm of LNG import capacity (International Gas Union (2017), 2016 World LNG report), and 121.6 bcm/year technical 
import capacity (ENTOSG 2017, Transmission network, using a conversion factor of 0.094515 cubic meter per kwh), versus an 
annual consumption of 67.4 bcm (SNAM, Gas demand and supply in Italy) 

26 World Economic Forum (2016), These are the countries with most vehicles per person  

27 Worall and Runkel (2017), ‘Phase-out 2020: monitoring Europe’s fossil fuel subsidies’, ODI, CAN and FOS Report 

 

http://di.unfccc.int/detailed_data_by_party
https://www.iea.org/publications/freepublications/publication/EnergiePoliciesofIEACountriesItaly2016Review.pdf.
http://ec.europa.eu/eurostat/web/energy/data/main-tables.
http://ec.europa.eu/eurostat/statistics-explained/index.php/File:Final_energy_consumption,_1990-2015_(million_tonnes_of_oil_equivalent)_YB17.png
http://www.sviluppoeconomico.gov.it/images/stories/documenti/testo_della_StrategiaEnergeticaNazionale_2017.pdf
http://www.sviluppoeconomico.gov.it/images/stories/documenti/BROCHURE_ENG_SEN.PDF
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=nrg_107a&lang=en
https://www.worldenergy.org/data/resources/country/italy/hydropower/
http://www.ren21.net/wp-content/uploads/2017/06/17-8399_GSR_2017_Full_Report_0621_Opt.pdf.
https://www.iea.org/publications/freepublications/publication/EnergiePoliciesofIEACountriesItaly2016Review.pdf
http://www.snam.it/en/Natural-gas/safe-energy/italy-as-a-strategic-hub/
http://www.igu.org/publications/2016-world-lng-report
https://www.entsog.eu/public/uploads/files/publications/Maps/2017/ENTSOG_CAP_2017_A0_1189x841_FULL_064.pdf
http://pianodecennale.snamretegas.it/en/executive-summary/gas-demand-and-supply-in-italy.html
https://www.weforum.org/agenda/2015/10/these-are-the-countries-with-the-most-vehicles-per-person/
https://www.odi.org/sites/odi.org.uk/files/resource-documents/11782.pdf
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gas import sources. This increases the risk of these assets becoming stranded in a 
transition to a net-zero emissions economy by 2050 in line with the Paris Climate 
Change Agreement. 28 

Opportunities Focusing on the business opportunities as a gas hub distracts from 

harnessing the enormous opportunities for Italian businesses in the renewable 
energy sector. Italy’s renewable energy sector employs more than 80,000 people and 

generates 10% of the EU’s annual turnover in the sector (with significantly higher 
shares for biogas and heat pumps). Italy is the EU’s second largest producer of 
renewable energy29; holds the world’s fifth largest solar photovoltaic capacity30; and is 

a recognised leader in geothermal power production and renewable co-generation 
systems31 32. To help Italian businesses reap these opportunities requires improved 
access to finance for SMEs, which in the absence of strong feed in tariff incentives will 
need other access to financial means. Limited capital to cover upfront costs and 

avoidance of financial risk means that they mostly rely on government incentives to 
stimulate action. 

 

Energy Security 
 

Summary Assessment: 
A high dependence on imports for both electricity and fossil fuels is matched by 

high diversification of import partners. Import dependence, particularly for gas, 
is not perceived as a risk but rather an economic opportunity for Italy, 
overshadowing the economic opportunity from developing domestic renewable 

resources. 
 

Assessment Categories: 
Significance of the national interest: Low 
Alignment with low carbon transition: Divided 
Maturity of the debate: Medium 

Italy is highly dependent on imported energy to meet the domestic energy demand. 

Energy imports account for 76% of total energy consumption, driven by particularly 
high oil, gas and coal imports exceeding 90% of total consumption of these energy 

sources. 33 34 Russia plays an important role in supplying natural gas, but for all fossil 
imports supply sources and infrastructure are generally highly diversified.35 Italy also 

                                                           
28 Ministry of Economic Development (2017), Italian National Energy Strategy 2017  

29 Eurostat (2017), Energy Data: Main tables [nrg107a] 

30 REN21 (2017), ‘Renewables 2017: Global status report’. 

31 Font (2015), World’s First Integrated Geothermal and Biomass Plant Goes Online, Renewable Energy World  

32 EurObserv’ER (2015) ‘The state of renewable energies in Europe’. 

33 World Bank (2017), ‘Energy imports, net (% Energy use)’ 

34 IEA (2016), Energy Policies of IEA Countries – Italy  

35 IEA (2016), ‘Italy - Energy System Overview’ 

 

http://www.sviluppoeconomico.gov.it/images/stories/documenti/BROCHURE_ENG_SEN.PDF
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=nrg_107a&lang=en
http://www.ren21.net/wp-content/uploads/2017/06/17-8399_GSR_2017_Full_Report_0621_Opt.pdf
http://www.renewableenergyworld.com/articles/2015/08/world-s-first-integrated-geothermal-and-biomass-plant-goes-online.html
https://www.eurobserv-er.org/15th-annual-overview-barometer/
https://data.worldbank.org/indicator/EG.IMP.CONS.ZS
https://www.iea.org/publications/freepublications/publication/EnergiePoliciesofIEACountriesItaly2016Review.pdf
https://www.iea.org/media/countries/Italy.pdf


 
 
 
 

1 3  I T A L Y ’ S  R O L E  I N  T H E  E U R O P E A N  L O W  C A R B O N  T R A N S I T I O N  –  A  P O L I T I C A L  E C O N O M Y  A S S E S S M E N T   
 

has high electricity interconnection with neighbouring countries, most important net 
import sources are Switzerland, France and Slovenia.36 It is also one of the EU’s largest 
importers of wood pellets, accounting for 85% of total supply and extensively used for 
residential heating.37 

Energy security concerns are often cited to justify new import infrastructure, such as 

following a recent disruption to gas supply coming through Austria.38 At a closer look 

however, the country does not perceive its reliance on energy imports as a threat but 
rather an opportunity for energy cooperation and business relationships.39 Italy is 
eager to maintain its strong and diverse trade relations on energy, for example with 

Russia, EU Member States, North Africa and the Middle East. Energy trade, 
particularly gas, is also viewed as an economic opportunity, and the country’s large, 
underutilised gas storage and LNG import capacity are giving it the potential of 
becoming a gas hub for southern Europe. 

High imports for energy source diversification, however, has not secured low 
natural gas or electricity prices. Italy has one of the highest gas prices for households 
in Europe40, as well as the highest electricity price for industrial consumers and fourth 

highest for household consumers in Europe affecting industrial competitiveness and 

low-income households.41 42 To mitigate social impacts, a tariff to help electricity costs 
for low-income families (up to €165 per year) is in place and a similar scheme is being 

developed for gas bills.43 44  

Continued import diversification rather than putting more focus on energy efficiency, 

fuel switching or increased domestic energy production suggests that Italy’s energy 
strategy is driven by commercial interests rather than concerns over physical supply 

or high energy prices for domestic customers. This approach comes at a sizable 
energy import bill: in 2016 Italy spent €30 billion on oil and gas imports.45 

Opportunities Italy has an abundance of renewable energy sources; four subsidy free 
solar plants coming online in 2017 demonstrate their potential to generate power 

without public support.46 Development of renewable energy and deepened energy 
efficiency present an opportunity to align energy security, business opportunities 
and the low carbon transition, and reduce import costs. Offering attractive 

vocational and training programmes on future oriented technologies such as 
renewable energy will ensure the Italian workforce will continue to benefit from this 
shift. 

                                                           
36 IEA (2016), ‘Italy - Energy System Overview’. 

37 Eurostat (2017), ‘Wood as a source of energy’  

38 The Guardian (December 2017), Italy declares state of emergency after deadly gas explosion in Austria  

39 ENEA and FFEM (2015), ‘Pathways to deep decarbonization in Italy’ 

40 Euorstat (2017), Natural Gas Price Statistics; Prices rising another 5% in 2018, Platts (2017), Italian power, natural gas 
tariffs to rise 5% on January 1 

41 Bloomberg (2017), Gasoline Prices Around the World: The Real Cost of Filling Up  

42 Eurostat (2017), Electricity Price Statistics  

43 EPEE (ND), ‘European Fuel Poverty and Energy Efficiency’ 

44 Autorità di Regolazione per Energia Reti e Ambiente (2017), ‘Bonus elettrico’ 

45 OECD (2016), ‘Italy: Imports’  
 

https://www.iea.org/media/countries/Italy.pdf
http://ec.europa.eu/eurostat/statistics-explained/index.php/Wood_as_a_source_of_energy
https://www.theguardian.com/world/2017/dec/12/italy-declares-state-emergency-gas-explosion-austria
http://deepdecarbonization.org/wp-content/uploads/2015/09/DDPP_ITA.pdf
http://ec.europa.eu/eurostat/statistics-explained/index.php/Natural_gas_price_statistics
https://www.platts.com/latest-news/electric-power/barcelona/italian-power-natural-gas-tariffs-to-rise-5-on-26862927
https://www.platts.com/latest-news/electric-power/barcelona/italian-power-natural-gas-tariffs-to-rise-5-on-26862927
https://www.bloomberg.com/graphics/gas-prices/#20173:Italy:USD:g
http://ec.europa.eu/eurostat/statistics-explained/index.php/Electricity_price_statistics
https://ec.europa.eu/energy/intelligent/projects/sites/iee-projects/files/projects/documents/epee_european_fuel_poverty_and_energy_efficiency_en.pdf
https://www.autorita.energia.it/it/bonus_sociale.htm
https://atlas.media.mit.edu/en/profile/country/ita/#Imports
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Technology and Innovation 
 

Summary Assessment: 
Italy has strong technology and innovation capability in manufacturing, agri-food 
and co-generation technologies, though the businesses with the capacity to drive 
innovation are highly divided on the low carbon transition. 
 

Assessment Categories: 
Significance of the national interest: Medium 

Alignment with low carbon transition: Divided 
Maturity of the debate: Medium 

Italy’s technology and innovation capabilities are not commensurate with its status 

as the world’s eighth largest economy. The Global Innovation and Ease of Doing 
Business indices rank Italy 29 (of 127) and 50 (of 190).47 48 Its technology and 

innovation capabilities are strongly divided by geographical location, consisting of a 
highly-industrialised north where 75% of the country’s wealth is created and an 

agriculture-based south.49 Although Italy is predominately a service-based economy in 
terms of added value and workforce, manufacturing plays an important role in 

regional and global trade. Total exports in 2016 were valued at $US 455 billion, of 
which manufacturing accounted for 60% ($US 270 billion).50 Italy’s agribusiness sector 

has the highest number of agri-food patents in the world.51 Italy is a leader in 
manufacturing, particularly car manufacturing and the production of specialized 
machinery. However, the example of Fiat Chrysler, which so far has only produced 

one model of electric vehicles aimed at government compliance only, shows how this 
does not naturally translate into a sector driving innovation.52 

Italy’s private sector spending on research and development is significantly below 
the EU average.53 Innovation among the multitude of family-owned SMEs that 
dominate Italy’s business landscape is constrained by poor access to finance or low 
attractiveness to skilled human capital54. Italian SMEs also took a significant hit in the 

recent economic recession. This means technology and innovation capabilities in the 
two sectors crucial to the low carbon transition, energy and transport, 

disproportionately relies on a small group of powerful businesses, namely Fiat, Enel 
and Eni. Their views on future-oriented, low carbon technologies diverge significantly.  

                                                           
47 Global Innovation Index (2017), ‘2017 Global Innovation Index Report’ 

48 World Bank (2017), Doing Business Rankings 

49 Focus Economics (2017), ‘Italy economic outlook’ 

50 World Bank (2016), ‘Italy, Manufacturing, Value Added (current US$)’  

51 Cavestri, L. (2017), ‘Italy has EU’s second-largest increase in patent requests’, Il Sole 24,  8 March 2017,  

52 PluginCars (2016), Car makers commitments to electric vehicles – A brand by brand review 

53 European Commission (2014), Research and Innovation Performance – Country Profile Italy  

54 European Commission (2014), Research and Innovation Performance – Country Profile Italy 

 

https://www.globalinnovationindex.org/
http://www.doingbusiness.org/rankings
https://www.focus-economics.com/countries/italy
https://data.worldbank.org/indicator/EG.IMP.CONS.ZS
http://www.italy24.ilsole24ore.com/art/business-and-economy/2017-03-07/italy-has-eu-s-second-largest-increase-patent-requests--131656.php?uuid=AEYLcQj
http://www.plugincars.com/carmakers-commitment-electric-cars-brand-brand-review-130155.html
http://ec.europa.eu/research/innovation-union/pdf/state-of-the-union/2014/countries/italy.pdf
http://ec.europa.eu/research/innovation-union/pdf/state-of-the-union/2014/countries/italy.pdf
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Opportunities A recovering economy, a new industrial plan and doubling of 
government spending on research and development in clean energy55 could help to 
create a better enabling environment to leverage technology and innovation for a low 
carbon transition. 

 

Finance & Investment 
 

Summary Assessment: 
Structural deficiencies in Italy’s finance and investment system, particularly 
limited access to finance for SMEs, is a major hindrance to the transition.  
 

Assessment Categories: 
Significance of the national interest: Low 
Alignment with low carbon transition: Opposing 

Maturity of the debate: Low 

The Italian finance and investment sector, including the Italian stock exchange, Borsa 

Italiana, cannot compete with other financial centres globally or even regionally. The 
financial capital of Milan is, however, an important financial hub for high-end 

consumer goods, for example fashion and luxury car brands.56 57 Italy’s two largest 
banks are among Europe’s top 20: Intesa Sanpaolo and UniCredit.58  

Following the financial crisis in 2008 the banking sector remains fragile; Italian banks 
have over €300 billion in non-performing loans.59 Early in 2017, Banca Monte dei 
Paschi di Siena, one of Italy’s largest and oldest banks, received a €5.4 billion bailout 

from the Italian government. The European Commission approved precautionary 
recapitalisation of the bank; a process captured under the EU Banking Recovery and 

Resolution Directive aimed at protecting European taxpayers from bearing the full 
cost of a government bailout.60 

Italy may have €738 million worth of so-called green bonds and banks may have 

provided loans to renewable energy projects (€27 billion between 2007 and 2014)61; 

however Italy’s stock exchange is ranked the ninth most carbon-intensive in the world 
(469 tCO2e/ US$ 1 million in sales in 2015) 62 and public finance continues to support 
the gas sector. For example, the CDP Italian Investment Bank, in which over 80% of 

shares are owned by the Italian Ministry of Economy and Finance, approved a €222 

                                                           
55 Paraskova (2017), ‘Italy Looks To Phase Out Coal-Fired Electricity By 2025’, Oil Price, 10 November 2017,   

56 Long Finance (2017), ‘Global Financial centres Index’ 

57 Sanderson, R. (2017), ‘Milan back in vogue as Italy’s financial capital’, Financial Times, 6 September 2017  

58 Sanderson, R. (2017), ‘Milan back in vogue as Italy’s financial capital’, Financial Times, 6 September 2017 

59 Aloisi, S. (2017), ‘Monte dei Paschi reports 3.1 billion euro loss as state steps in’, Reuters, 11 August 2017,  

60 European Commission, (2017), ’State aid: Commission authorises precautionary recapitalisation of Italian bank Monte dei 
Paschi di Siena’ 

61 UN and MATTM (2016), ‘Financing the future: Report of the Italian National Dialogue on Sustainable Finance’.   

62 Corporate Knights (2017), 2017 World Stock Exchanges  

 

https://oilprice.com/Latest-Energy-News/World-News/Italy-Looks-To-Phase-Out-Coal-Fired-Electricity-By-2025.html.
http://www.longfinance.net/global-financial-centre-index-19/980-gfci-19-western-europe.html
https://www.ft.com/content/cfb822ea-9307-11e7-a9e6-11d2f0ebb7f0
https://www.ft.com/content/cfb822ea-9307-11e7-a9e6-11d2f0ebb7f0
https://www.reuters.com/article/us-eurozone-banks-italy-monte-dei-paschi/monte-dei-paschi-reports-3-1-billion-euro-loss-as-state-steps-in-idUSKBN1AR214
http://europa.eu/rapid/press-release_IP-17-1905_en.htm.
http://europa.eu/rapid/press-release_IP-17-1905_en.htm.
http://www.minambiente.it/sites/default/files/archivio/allegati/sviluppo_sostenibile/Financing_the_Future_EN.pdf
http://www.corporateknights.com/reports/2017-world-stock-exchanges/
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million loan in 2014 for the refinancing of the ‘2i Rete’ gas distribution network.63 
Opposed to a global trend of the finance sector acting as facilitator of a low carbon 
transition, in Italy the finance sector has turned into an obstacle due to a 
combination of Italy’s banking crisis; its inability to provide easy access to finance for 

SMEs and a legacy of carbon intensive investments. 

Opportunities Yet, there are two gradual changes in the sector: First, Italy has in place 

relevant legislative frameworks for the implementation of TCFD64. Italy was a 
frontrunner in introducing the Sustainable and Responsible Investment regulation in 
2007 and more recently adopted legislation on the public disclosure of nonfinancial 

information, including social and environmental performance.65 66 The Sustainability 
Disclosure Index still only ranks Borsa Italiana 21 out of 55. 67 Second, Pope Francis’ 
call for climate action recently led ten Italian catholic institutions to divest from fossil 
fuels; together with their international counterparts they have divested a total of $US 

5.2 trillion.68 Leveraging the influence and financial portfolios of church communities 
can create opportunities to re-direct financial flows to facilitate the transition in a 
landscape otherwise blocked by structural issues and widespread investment in gas. 

 
Public Goods 
 

Summary Assessment: 
The value placed on Italy’s public goods, particularly the growing concerns over 

health impacts of urban air pollution on families and communities, can strongly 
support a low carbon transition. 

 

Assessment Categories: 
Significance of the national interest: Medium 

Alignment with low carbon transition: Supportive 
Maturity of the debate: Low 

In Italy, the concept of ‘public goods’ takes a more local approach than other EU 

Member States, focusing on family, community and regional territory. ‘The 
commons’ are not as visible at the national level and often desocialised, shifting focus 
on change originating at the local rather than the national level. At the local level they 
become more important in line with the prominent role of regions in Italy’s political 
system. In the 2011 referendum, for example, Italians rejected the repeal of a law 

permitting water to be treated as a commodity, reinforcing the status of water as a 

                                                           
63 Overseas Development Institute (2017), Phase-out 2020: monitoring Europe’s fossil fuel subsidies   

64 TCFD refers to the FSB’s Task force on Climate-Related Financial Disclosure 

65 UN and MATTM (2016), ‘Financing the future: Report of the Italian National Dialogue on Sustainable Finance’. 

 66 Jones day (2017), ‘New Disclosure Requirements on Nonfinancial Information for Italian Public Interest Entities’. 

67 Corporate Knights (2017), ‘Measuring Sustainability Disclosure’. 

68 Global Catholic Climate Movement (2017), ‘Catholic institutions divest from fossil fuels’. 

 

https://www.odi.org/sites/odi.org.uk/files/resource-documents/11782.pdf
http://www.minambiente.it/sites/default/files/archivio/allegati/sviluppo_sostenibile/Financing_the_Future_EN.pdf
http://www.jonesday.com/new-disclosure-requirements-on-nonfinancial-information-for-italian-public-interest-entities-07-05-2017/?utm_source=Mondaq&utm_medium=syndication&utm_campaign=View-Original
http://www.corporateknights.com/reports/2017-world-stock-exchanges/
https://catholicclimatemovement.global/divest-and-reinvest/
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public good and demonstrating continued support for increased political power to the 
regions.69  

High government expenditure on public services is a key characteristic of the country 

and Italians are proud to have some of the most advanced health care, education and 
pension systems in the world. Total public expenditure accounted for about 19% of 
GDP in 2016, with expenditure on health and education representing 7% and 4% 

respectively.70 However, there is a large social tension that exists around the provision 
of public services; high distrust of the central government and low tax compliance 
amongst citizens conflicts with expectations on the provision of high quality public 

services.  

Italians highly value cultural goods, such as heritage sites and food. About 86% of 

Italians think cultural heritage is important to their local communities, compared with 
an 84% European average.71 With 14% of household expenditure, Italians spend more 
on food than the EU average.72 Italy is also the EU’s fourth largest organic food retail 
market73 There are many crossovers between the protection of these and 
environmental or climate action, be it the impact of air pollution on cultural heritage 

sites or the impact of water scarcity on domestic food production.7475 

Opportunities Illustrating impacts on air and water quality or public health can 

activate bottom-up citizen participation. For example, the value placed on protecting 

human health and threats linked to the use of coal have spurred action on the phase 

out of coal power in the Italian energy system and energy company Enel.76 Air 
pollution levels in Italy exceed WHO and EU air quality standards and are especially 
high in the northern cities of Turin, Venice, Padova and Milan, mainly caused by 

transport emissions.77 78 These levels are responsible for more than 90,000 premature 
deaths per year. 79 If coupled with Italians’ high awareness of climate change risks, this 

could ignite an otherwise limited domestic debate on climate action.80 81 Urban and 
regional debates about quality of life could hold the key to more citizen interest in 
actions that benefit themselves and contribute to a low carbon transition such as 

electrification of transport, new, cleaner mobility concepts, improved energy 
efficiency of buildings and climate-resilient food production, which may also help to 

preserve regional traditions and identity. 

 
                                                           
69 EPSU (2011), ‘Referendum on water privatisation in Italy’ 

70 World Bank (2016), ‘General government final consumption expenditure (% of GDP)’. 

71 European Commission (2017), Special Eurobarometer 466 – Cultural Heritage 

72 Eurostat (2017), Household expenditure by country, Table 6 COICOP   

73 IFOAM EU Group, Organic in Europe – Prospects and developments 2016 

74 UNECE (2015), Air pollution puts cultural heritage at risk 

75 Cf. for example the impact of climate change on Italy’s wine production: New York Times (2017), In Italy’s drought-hit 
vineyards, the harvest of a changing climate 

76 Greenpeace (2012), Enel trying to silence Greenpeace Italy to hide deadly coal habit  

77 The Local (2017), ‘Smog levels way above safe limits in northern Italy’, The Local, 31 January 2017. 

78 The Local (2017), ‘These 25 cities have the worst air quality in Italy’, The Local, 11 October 2017. 

79 European Environment Agency (2016), ‘Air quality in Europe 2016’. 

80 European Commission (2017), ‘Special Eurobarometer 459 – 2017: Climate Change’. 

81 Pew Research Center (2017), ‘Globally, People Point to ISIS and Climate Change as Leading Security Threats’. 

http://www.epsu.org/article/referendum-water-privatisation-italy
https://data.worldbank.org/indicator/NE.CON.GOVT.ZS?end=2016&locations=IT&start=2007
http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/getSurveyDetail/instruments/SPECIAL/surveyKy/2150
http://ec.europa.eu/eurostat/statistics-explained/images/6/6c/Table_6_COICOP_MSs_Total.png
http://www.ifoam-eu.org/sites/default/files/ifoameu_organic_in_europe_2016.pdf
https://www.unece.org/info/media/news/environment/2015/air-pollution-puts-cultural-heritage-at-risk/air-pollution-puts-cultural-heritage-at-risk.html
https://www.nytimes.com/2017/08/22/world/europe/barolo-italy-wine-climate-change.html
https://www.nytimes.com/2017/08/22/world/europe/barolo-italy-wine-climate-change.html
http://www.greenpeace.org/international/en/news/Blogs/makingwaves/enel-trying-to-silence-greenpeace-italy/blog/41177/
https://www.thelocal.it/20170131/our-lungs-are-breaking-smog-levels-way-above-safe-limits-in-northern-italy
https://www.thelocal.it/20171017/italy-cities-worst-air-quality
https://www.eea.europa.eu/publications/air-quality-in-europe-2016/folder_contents
http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/getSurveyDetail/instruments/SPECIAL/surveyKy/2140
http://www.pewglobal.org/2017/08/01/globally-people-point-to-isis-and-climate-change-as-leading-security-threats/
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ITALY’S POLITICAL SYSTEM AND THE LOW 

CARBON TRANSITION 
 
The analysis of the political system seeks to understand how national conditions 
interact with the political system and are transformed into priorities on climate and 
energy. The four key pillars of the political system examined are Government & Civil 
Service, Business, Public Discourse and the European Union. 

 

Summary of dynamics in the Political System 
 
The development of a national longer-term vision for a clean economy transition is 
complicated by an inherent tension within Italy’s political system: on the one hand, 

instability from frequent government changes and a continuous struggle for power 
between the regions and the centre. On the other hand, both the relationship 
between Italy and the EU and between the national government and the most 
influential companies (amongst others Enel, Eni, Fiat) create a more stable set of 

influences, though often conflicting.  
 

There are opportunities from this tension, however. For example, the development of 

the 2030 energy and climate change plans required by the EU could play a crucial role 

in unlocking financing for clean industries. Involving local actors in the development of 
medium and long-term plans could build on their best practices and encourage a 

transformation from the bottom up, eventually shifting the national interest. A strong 
EU adaptation strategy and the consideration of long-term resilience in lending 
criteria could drive more resilient infrastructure planning.  

 

Government & Civil Service 
 

Summary Assessment: 
Italy has a complex political system: prone to high turn-over of national 
governments and caught up in an incessant power struggle between regional 

and national authorities. As a result, a lack of long-term vision on the clean 
economy transition has become a structural roadblock to what could otherwise 
leverage regional strength. This prevents Italy from effectively addressing its 

climate risk exposure and facilitates influence by incumbent businesses. 
 

Assessment Categories: 
Significance in the political system: Medium 

Alignment with low carbon transition: Opposed 

 

Italy’s complex political system makes the development of a national long-term 

vision on the low carbon transition difficult. In its 2017 national energy strategy, Italy 
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included a modelling horizon to 2050, following the suggested lower end of the EU’s 

current 2050 roadmap (80%). This is a step back from planning in its previous 2013 

strategy which included more sector specific 2050 outputs under one of its 

scenarios.82  

The complexity is partly rooted in its large number of parties that rely on often 

fragile coalitions and sees frequent changes in government. Since 2011, Italy has had 

four different Prime Ministers. Italy’s bicameral parliamentary system makes the 

passing of laws and policy change very difficult and lengthy. In the past, parties rarely 

used climate or environmental policies to win over voters83. More recently, new 

political forces such as the “5 Star Movement” have made green growth and climate 

change a more salient element of their profile84. As long as climate change is not 

translated into a domestic political priority, risking political capital for the topic in a 

fragile political environment seems unlikely. 

Another factor is the constant tension over the balance of power between central 

government and regions, where more power was given to regions in the 2001 

constitutional referendum. Central government considers that the regions have been 

unable to fulfil their role, while regions feel unsupported by the national government. 

Some key powers to deliver decarbonisation and mitigate climate risk are in the hands 

of regions, e.g. energy efficiency and renewable energy, environmental protection 

and spatial planning.85 This can be an opportunity: the region of Emilia Romagna and 

the city of Bologna are developing mitigation and adaptation plans going far beyond 

national plans. Many Italian cities are part of transnational networks on sustainability 

and climate change, such as the “Global Compact of Mayors”, “ICLEI -  Local 

Governments for Sustainability” or “The Climate Group”. In 2017, more than 3000 

municipalities in Italy generated a 100% of the residential electricity demand from 

renewable energies.86 Yet, there are few formal feedback channels of these successes 

back into national policy making, and no fora to share best practices amongst Italian 

regions.  

  

                                                           
82 Ministry of Economic Development (2017), Italian National Energy Strategy 2017  

83 Carter et al (2014), Political Parties’ climate policies in the UK, Italy and Denmark  

84 Movimiento 5 Stelle Party Programme (2017) 

85 EU Committee of the Regions (2017), Division of powers - Italy 

86 Legambiente (2017), Communi Rinovabili 2017 

http://www.sviluppoeconomico.gov.it/images/stories/documenti/BROCHURE_ENG_SEN.PDF
https://ecpr.eu/Filestore/PaperProposal/f51e32ac-9212-4623-813f-2fc6a4040668.pdf
https://portal.cor.europa.eu/divisionpowers/countries/MembersLP/Italy/Pages/default.aspx
https://www.legambiente.it/sites/default/files/docs/comuni_rinnovabili_2017.pdf
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Emilia-Romagna: A region with a long-term plan on climate change 
 
Each of Italy’s regions display unique cultural, historical and political characteristics, 
but when it comes to fighting climate change, there is no greater champion than 
Emilia-Romagna. This region in the Northeast, recognised for its high standard of 
living, diverse population and academic hub of Bologna, has growing concerns on 

how climate change will affect their cultural heritage, agricultural activities, 
industry, coastal tourism and the wellbeing of its citizens. 

 

Emilia Romagna, as part of the Under 2 Coalition, has committed to reduce its 
greenhouse gas emissions by 80% by 2050 and is taking practical steps to ensure a 
more sustainable and climate-resilient future. In 2016, the regional government 
began the development an integrated climate mitigation and adaptation strategy 
up to 2050, which they aim to finalise in 2018. The development of such an 

integrated, long-term plan on climate change is a rare occurrence; among national 
governments in the EU this has only been done by Lithuania.[1]  
 

Emilia-Romagna’s environment department is collaborating with all regional 
government departments to analyse their sectors. The process is also informed by 
local experts, for example drawing on the region’s strong pool of academic experts 

in climate science and modelling, as well as local businesses which are increasingly 

experiencing direct and indirect climate impacts, such as water shortages and 
flooding on agri-food businesses and increased sea-level-rise on coasts. 

The effectiveness of the Italian civil service as a force to balance frequent political 

change is limited. It ranks low in effectiveness rankings, showing significant gaps 

around financial and tax administration as well economic appraisal and evaluation.87 

As with many European countries, responsibilities regarding the low carbon transition 

are spread across ministries: the Ministry of Economic Development (MiSE) leads on 

the design and implementation of energy policies instrumental for climate mitigation, 

while the Ministry for the Environment (MATTM) leads on the overall climate policy 

and climate adaptation. Ministerial coordination on the low carbon transition is 

limited, however. Italy’s climate commitments are taken as an exogenous constraint 

to the planning by the Ministry for Economic Development, but inter-ministerial 

consultation or joint identification of economic opportunities from the transition is 

limited.88 

The Ministry of Foreign Affairs and the Prime Minister’s office can be an occasional 

driver for change if it aligns with current political objectives or with expectations of 

the EU or international partners. This resulted for example in Italy being a strong 

                                                           
[1] WWF (2016), Maximiser project 

87 University of Oxford and Blavatnik School of Government, International Civil Service Effectiveness Index 2017  

88 Based on interviews with civil servants and NGOs. 

https://www.theclimategroup.org/project/under2-coalition
https://static1.squarespace.com/static/57050297356fb0e173a11732/t/58e3a35b03596e1e82b76ba9/1491313570500/A+climate+for+the+future_MaxiMiseR+report.pdf
https://www.bsg.ox.ac.uk/sites/www.bsg.ox.ac.uk/files/documents/6.3440_IFG_InCISE_Report_Main_WEB.PDF
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promotor of climate action in the context of the G7 in 2017. Also, a taskforce in the 

Prime Minister’s Office has been tasked with bundling responsibilities on disaster 

response more effectively. Yet, the multitude of actors involved mean that it is 

difficult to turn this into a systematic and more preventative strategy for climate-

induced disaster risks. This leads to spending money quickly on off the shelf projects 

instead of selecting future proof projects in line with long term climate modelling. 

Opportunities Creating informal structures for sharing best practices among regions 

could help catalyse bottom-up innovation from Italy’s regions. As Italy is required to 

carry out its own long-term plan required by the EU’s proposed governance 

regulation89, the EU can support Italy by providing a common reference point for long-

term ambition, e.g. by clarifying its 2050 emissions objective, or by promoting the 

best practise discussion on participation of citizens, cities, regions and businesses in 

their design. Expanding the remit of the Prime Minister’s task force for disaster risk 

reduction to also cover climate risk could make efficient use of an existing 

institutional structure.  

 
Businesses’ influence on the low carbon transition 
 

Summary Assessment: 
Despite frequent political change, a small number of large businesses have a 
long-standing influence on the central government; not least because Enel and 

Eni generate a substantial share of government revenue. The recent shift by Enel 
towards a future built on renewable energy and energy services is now opening 
new room for debate in Italy’s energy transition. There is also a large number of 

progressive small and medium-sized enterprises (SMEs), however due to their 
size they play little to no role in shaping policies. 
 

Assessment Categories: 
Significance in the political system: High 
Alignment with low carbon transition: Divided 

 
Italy’s business landscape is polarized: Family-run small enterprises dominate the 
business landscape in terms of numbers. In 2013, SMEs accounted for 99.9% or 

enterprises and 79% of employment, making them the motor of the Italian economy 
and constituting a strong “green economy sector”, including renewable energy, 
circular waste and food production90. But fragmentation means this is not matched in 

                                                           
89 Article 14 of the Proposal for a Regulation on the Governance of the Energy Union, COM/2016/0759 final/2 - 2016/0375 
(COD) 

90 Fondazione per lo Sviluppo Sostenible (2017), Green Economy Perspectives – Italy Outlook 2017 

 

http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2016:759:REV1
https://www.fondazionesvilupposostenibile.org/wp-content/uploads/dlm_uploads/2017/07/green-economy-perspectives_italy-outlook-2017.pdf
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political influence.91 A limited number of large companies in the energy, energy 
intensive and automotive sectors dominate businesses’ influence on Italian politics, 
amongst others Enel, Eni, Fiat, Italocementi or Marcegaglia. Enel and Eni are state-
controlled and account for significant contributions to GDP (17%). The government’s 

shareholding dividends from Enel (Gov 23.6% share, dividend of €431.9m in 2016)92 
and Eni (30% share via Cassa Depositi & Treasury resulting in a joint dividend in 2016 
of €864.3m) provided 4% of government spending in 201693.  
 
The influence exerted on the government meant in the past that there was a 

consensus around a fossil-based future of the Italian energy system. Eni officially 

supports the Paris Climate Change Agreement and the recommendations by the 
taskforce of the Financial Stability Board but has shown little by way of aligning its 

investment policies with that. Instead, it bets on business opportunities from Italy as a 
European gas hub and promotes gas as a fuel for the low carbon transition. Recently, 
it partnered up with Fiat Chrysler to research gas powered vehicles.94 Italy’s largest 
steel processing firm Marcegaglia has sought to diversify a small part of its operations 
including into renewable energy95, but is also strongly connected to Eni, with its 

chairman, Emma Marcegaglia, also being chairman of Eni. With Enel’s recent change 

in positioning, including a pledge to phase out new investments in coal and publicly 
acknowledging the end of natural gas, this debate is re-opening96; an open public 

debate about Italy’s energy future can now help tip the balance.  

 

Fiat Chrysler, Italy’s largest car manufacturer, has acted as an active blocker for the 
low carbon transition in the transport sector. Historically they have never been 

technology pioneers and are very cautious to pick a single technological strategy. Thus 
far, they have only released one electric model, its Fiat 500e in the US; most recently, 
its CEO however said that he expects lower carbon transport to represent half of the 

global market by 202597 98. The company’s priorities are largely determined by their 
new US-American ownership, based around bigger US cars, but Fiat maintains its 

influence on Italian politics. Meanwhile, daytime traffic restrictions to combat air 
pollution have become frequent in Northern Italian cities; an area also home to the 
bulk of Italy’s car industry.99  

 
Opportunities Regional governments can now work together with the industry to 
develop mobility concepts that secure the future of the Italian car industry, avoid 

                                                           
91 Kreditanstalt für Wiederaufbau (2015), SME Investment and Innovation – France, Germany Italy and Spain  

92 Total dividend payout in 2016 was €1,830m, ENEL, Enel’s net income up 17% in 2016  

93 ENI paid out €2,881m to its shareholders in 2016: Eni (2017), Share Data; estimated annual government expenditure was 
€295bn for 2016, The Global Economy 2016  

94 Natural Gas World, 21/11/ 2017, Eni, Fiat to cooperate on joint research  

95 Marcegaglia website (2018), “Diversified activities” represent 5% of business and include building and construction, energy 
including renewable energy, home products and household appliances, electromechanical materials, tourism and real estate. 

96 Power Engineering International (2017), Top utility chief says gas power next for phase-out 

97 CEO Marchionne said: “We have been very reluctant to make statements about where the industry is going to go.” 
Bloomberg (2018),  “The future of cars will be electric and commoditized”  

98 Neckermann, Lukas (2015), The Mobility Revolution: Zero Emissions, Zero Accidents, Zero Ownership, p.57  

99 Independent (December 2017), Milan and Turin ban cars to combat smog and air pollution  

 

https://www.kfw.de/PDF/Download-Center/Konzernthemen/Research/PDF-Dokumente-Studien-und-Materialien/SME-Investment-and-Innovation-October-2015.pdf
https://www.enel.com/content/dam/enel-common/press/en/1666941-1_PDF-1.pdf
https://www.eni.com/en_IT/investors/eni-on-the-stock-markets/share-data.page
http://www.theglobaleconomy.com/Italy/government_spending_dollars/
https://www.naturalgasworld.com/eni-fiat-to-cooperate-on-joint-research-56963?utm_medium=email&utm_campaign=Natural%20Gas%20World%20Newsletter%20Nov%2021%202017%20-%20Second%20edition&utm_content=Natural%20Gas%20World%20Newsletter%20Nov%2021%202017%20-%20Second%20edition+CID_00aa8467211839d07d988e4b2a961192&utm_source=Campaign%20Monitor&utm_term=Eni%20Fiat%20to%20Co-operate%20on%20Joint%20Research
http://www.marcegaglia.com/officialwebsite/marcegaglia_presentation/diversified-activities/
http://www.powerengineeringint.com/articles/2017/10/top-utility-chief-says-gas-power-next-for-phase-out.html
https://www.bloomberg.com/news/features/2018-01-15/fiat-chrysler-s-marchionne-the-future-of-cars-will-be-electric-and-commoditized
http://www.independent.co.uk/news/world/europe/milan-turin-car-ban-stop-smog-air-pollution-italy-north-environment-fumes-diesel-petrol-a8131681.html
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economically disruptive short-term bans and protect their citizens health. As Italy 
has, globally, the third highest car ownership per capita, changing consumer behavior 
through increased use and improved offer of public transport is crucial to decarbonize 
the transport sector100. 

 
Italy’s car industry is also likely to respond to the direction taken by its most 
important automotive export markets, France and Germany101; France has already 
adopted a clear target to phase out petrol and diesel cars by 2040. In the absence of 
clear targets in Germany, ambitious 2030 emission reduction targets through the EU’s 

mobility package can also drive change.  

 
Public discourse and the low carbon transition 
 

Summary Assessment: 
Italian public discourse is supportive of environmental action. Its scope is 
however currently too limited to drive political change. The church, a significant 
driver of public opinion, has been instrumental in a recent increase in the public 

discourse about climate change. 
 

Assessment Categories: 
Significance in the political system: Low 
Alignment with low carbon transition: Supportive 

 

Italians are well aware of risks from and urgency to act on climate change. Pollution 
and climate change impacts are important drivers of public opinion related to 
environmental action and have managed to swing political decisions in the past – for 

example when Greenpeace used a campaign on health and pollution impacts to push 
Enel to phase out of coal closure in 2013. More recently, the Catholic church has 

helped to raise the prominence of the topic in the Italian public discourse, both at the 
national and local level. Pope Francis’ “Laudato Si” encyclical letter called for more 

action on climate change and the environment. 
 
Public awareness and concern, however, does not yet translate into a sustained, 
more profound nationwide coverage of the issue.102 There is little space in the 
influential media channels for the debate on climate change to happen, with the 
Italians’ most popular media channel being TV. Coverage of climate change is less 
prominent than in the national print news of Italy’s peers France, Germany or UK. 
Reporting on climate change is picked up across the political spectrum; the top three 
outlets are spread across conservative, liberal and central-left orientations. Yet, 
climate change is often presented as a common-sense fact covered in editorials and 

                                                           
100 World Economic Forum (2015), These are the countries with the most vehicles per person  

101 ANFIA – Italian Association of the Automotive Industry (2015), Presentation in Turin on the 28th October 2015  

102 E3G/ECF media monitoring for selected periods of 2016: Il Sole, La Repubblica, La Stampa 

 

https://www.weforum.org/agenda/2015/10/these-are-the-countries-with-the-most-vehicles-per-person/
http://www.anfia.it/allegati_contenuti/ANFIA_Ing.Nervo_DEF.pdf
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articles, neglecting scientific evidence or the link to everyday aspects of Italians’ lives.  
For example, media rarely links natural disasters to climate disasters (e.g. floods in the 
north, drought etc.); instead climate change reporting in the national print news 
focusses on aspects such as renewable energy (similar to the rest of Western 
Europe).103 
 

Trade Unions are generally sensitive to climate change as a topic, e.g. promoting 
Earth Day and supporting the Paris Climate Change Agreement.104 CGIL, one of Italy’s 
largest trade unions whose members include the energy and transport sector, is 
engaging with the topic of just transition in the energy sector105. Yet, they do not act 

as a force to demand a vision for Italy’s economic opportunities from the transition. 
 
Opportunities Offering a better understanding of everyday practical and local 
implications of climate change or benefits from climate action will strengthen the 

influence of the public discourse. Faith groups are emerging as important partners in 
raising the profile for climate action at the local and national level. The discourse in 
print and TV can be strengthened through investment in the journalistic capability to 
offer a framing that is relevant to the everyday life of Italians, such as gaining a better 

understanding of the scientific links between natural disasters and climate risk and 
the related urgency of action, or the benefits from climate action for reduced air 

pollution or local food production. 

 

The impact of the European Union in Italy 
 

Summary Assessment: 
The EU is a strong driver behind the modernisation of Italy’s energy sector and of 

climate action. It also provides vital support for other agents in the clean 
economy transition: cities use European networks to exchange best practices 
and access funding, the EU provides financial support to cope with impacts from 

natural disasters (incl climate change caused ones) and is a key funder in the 
agricultural sector. 

 

Assessment Categories: 
Significance in the political system: Medium 
Alignment with low carbon transition: Supportive 

 
The EU is a strong driver behind the modernisation of Italy’s energy sector and of 
climate action. This goes beyond legislation designed for the sole purpose of climate 
action. The unbundling requirements of the EU’s third energy package (2009) have 

                                                           
103 E3G/ECF media monitoring for selected periods of 2016: Il Sole, La repubblica, La Stampa 

104 Confederazione Generale Italiana del Lavoro (2013), Giornata mondiale della Terra “Il  volto del cambiamento climatico”  

105 CGIL joined Trade Unions for Energy Democracy in 2015 

 

http://www.cgil.it/giornata-mondiale-della-terra-il-volto-del-cambiamento-climatico/
http://unionsforenergydemocracy.org/italian-trade-union-center-joins-tued/
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strengthened competition on the wholesale markets106 and possibly has played a 
facilitating role in Enel’s recent shift in business model towards renewable energy and 
energy services.107 Many pieces of climate legislation have been drafted in response 
to EU regulation; 80% of environmental legislation in Italy are of European origin.108 

Italy’s first climate change strategy was developed for the purposes of meeting Kyoto 
and EU commitments.109 The EU is also a strong environmental advocate in Italy, 
raising concerns over a variety of issues from illegal dumping of toxic waste to air 
pollution. More recently, the EU threatened Italy with legal action over failure to 
protect citizens from hazardous air pollution.110 

 

The EU also impacts availability of financial means for the transition, indirectly 
through financial regulation and directly through EU funding.  

 
The EU’s “Bank Recovery and Resolution Directive” limits banks’ ability to give out 
funds as they must go through precautionary recapitalization before using state 
funds. The EU’s “Basel II” minimum capital requirements similarly are a contributor to 
financial stability on the one hand, and limit lending capability on the other. 

Restrictive lending requirements could hamper investment by already cash-strapped 

SMEs into more innovative or risky technologies or businesses associated with the low 
carbon transition.  

 

Annual EU spending in Italy is €12bn, 0.75% of Gross National Income (GNI). Much of 

this is spent in key sectors for the low carbon transition such as on agriculture, 
regional policy and R&D. However, not all of this supports the transition to a net-zero 

emissions society: The European Energy Programme for Recovery (EEPR) provided 
€438 million in funding between 2009 and 2014 for gas infrastructure projects and the 
European Investment Bank recently approved €535 million in loans to improve gas 

networks. 
 
Opportunities Alongside strong EU climate, energy and mobility legislation as a driver 
of policy innovation in Italy, EU funding and financial regulation could become a lever 
to direct more Italian funds to investments into a climate resilient future. Examples 
include: 

o Assessing disbursal of EU funds (incl. EIB funds) on the basis of compatibility 
with the EU’s long-term climate mitigation and adaptation objectives; 

o Investment in capacity building for Italian banks to reduce risk aversion and 
transaction costs when evaluating SME business plans in low carbon sectors;  

o Supporting SMEs to participate in the design of National Energy and Climate 
Plans and related financing platforms; 

                                                           
106 European Commission, Italy   

107 The Law Reviews (2016), The Energy Regulation and Markets Review – Edition 5, Italy 

108 Sbilanciamoci (2017), Ambiente, l’Europa che vogliamo  

109 Grantham Institute, Country Profile Italy  

110 Euractiv (2017), Italy slapped with air pollution law suit  

 

https://ec.europa.eu/energy/sites/ener/files/documents/2014_countryreports_italy.pdf
https://thelawreviews.co.uk/edition/the-energy-regulation-and-markets-review-edition-5/1136416/italy
http://sbilanciamoci.info/ambiente-leuropa-vogliamo/
http://www.lse.ac.uk/GranthamInstitute/country-profiles/italy/
https://www.euractiv.com/section/climate-environment/news/italy-slapped-with-air-pollution-lawsuit/
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o Changing regulation to count investments in low carbon technologies as “one-
offs” under the fiscal effort rules of the stability pact due to their public interest 
value, similarly to the treatment of defence expenditure;111 

o Relaxing the capital requirements under the ”Basel II” agreement for climate 
friendly investments due to their reduced stranded asset risk. 

                                                           
111 European Commission (2017), The European Defence Fund: Questions and Answers  

http://europa.eu/rapid/press-release_MEMO-17-1476_en.htm
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ITALY AND THE EUROPEAN AND 

INTERNATIONAL LOW CARBON 

TRANSITION 
 
Brexit changes the role Italy plays in the European Union. Germany and France will 
expect Italy to step up its game in Europe as the soon to be third most important EU 

member state in terms of annual GDP and voting weight in the European Council112.  
 
Italy is already active across Europe and beyond, for example. through regional groups 
like the Central and South-Eastern Europe Gas Connectivity (CESEC) or engaging in 
Mediterranean diplomacy as a byproduct of its energy relationships. Yet, its 

effectiveness is hampered by the absence of a long-term political strategy. 
 

Italy’s role in the EU energy transition 
 

Summary Assessment: 
Italy is soon becoming the third largest Member State in the EU and its energy 

transition is one of the top performing in Europe in terms of progress on 

renewable energy and energy efficiency. The government’s engagement at the 
European level does not translate this strength into influence however.  

 

Assessment Categories: 
Country engagement: Low 
Alignment with low carbon transition: Divided 

Maturity: High 

 
Italy’s engagement in the EU neither matches its significance as the soon to be third 
largest Member State (following the UK’s exit in 2019), nor its significance for the 
EU’s low carbon transition. 
 
There is general commitment to the EU in Italy, as none of the major parties supports 
an exit from the EU, despite a more Eurosceptic stance by the Movimento 5 Stelle113 
and almost quarter of the population having a negative image of the EU, slightly 
above the EU average.114 The main controversial political issues of the Italian 
relationship with the EU seem to be financial policy and migration.115 Italy’s voice 
carries weight in the EU, demonstrated by Germany and France’s invitation to join last 
year’s trilateral on the Future of Europe, following the UK’s Brexit referendum.  

                                                           
112 EU Council website, Voting System  

113 The Local IT (2017), New Five Star Movement leader: We want to stay in the EU  

114 European Commission, Eurobarometer November 2017 

115 Financial Times (2016), How Italy fell out of love with the EU  

http://www.consilium.europa.eu/en/council-eu/voting-system/voting-calculator/
https://www.thelocal.it/20170925/new-five-star-movement-leader-says-the-party-wants-italy-to-stay-in-eu
http://ec.europa.eu/commfrontoffice/publicopinion/index.cfm/Survey/getSurveyDetail/instruments/STANDARD/surveyKy/2143
https://www.ft.com/content/3d11a974-eab2-11e5-bb79-2303682345c8
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Italy is an energy transition champion in Europe. Italy achieved its EU 2020 
renewable energy target in 2014 and its energy efficiency target in 2011. Its energy 
intensity is 18% lower than the EU 28 average; and it is the second largest producer of 
renewable energy in Europe, contributing 11.5% of the EU’s total renewable energy 
production in 2015. It is also the region’s third largest consumer of renewable energy. 
In absolute terms, the country avoided some of the largest amounts of greenhouse 
gas emissions in Europe (47 Mt CO2 avoided in 2014). Italy is a business model 
innovator in terms of the energy transition: Enel is one of the few large European gas 
and electricity company that has embarked on a clear transition pathway away from 
fossils, including gas116. Elettricità Futura is a new business association including 700 
conventional and renewable electricity network operators and producers under one 
umbrella.117 
 
Italy’s involvement in the EU discourse however does not reflect these 
achievements. Strategic involvement in EU policy making to align it with domestic 
interests does not seem a top priority for Italian policy makers. Italy is largely a 
neutral actor on many EU climate & energy policies. Its recent positions with regards 
to the 2030 climate and energy legislation highlighted that it tends to either be 
neutral or block propositions that are perceived as a short-term disadvantage, e.g. 
when determining the baseline for the Effort Sharing Regulation.118 If prompted by 
other Member States, however, it can take action to promote objectives in line with 
the clean economy transition, such as a more ambitious approach towards energy 
efficiency.119 Business associations such as Confindustria are also more focussed on 
the Italian policy process, only leveraging their influence related to European affairs 
via the Italian government if there is a perceived “threat”. The big companies, Enel 
and Eni, are more proactive at promoting their interests at the EU level.120 
 
Opportunities Italy has much to gain from a more ambitious transition, but often 

lacks the long-term vision to promote its objectives at the EU level. Other Member 
States are likely to find support in Italy for individual initiatives to promote the low 

carbon transition, for example on energy efficiency. Italy is already active in regional 
fora like CESEC, which recently included energy efficiency renewable energy under its 

remit. It can increase its regional influence and benefit from a more secure energy 

and electricity supply by promoting energy efficiency in countries that are crucial for 

its own security of supply. 

 
 
 
 
 

                                                           
116 Power Engineering International (2017), Top utility chief says gas power next for phase-out  

117 Qualenergia (2017), Nasce Elettriita Futura, ma per la politica il future dell’energia e incerto  

118 Politico (2016), 7 takeaways on the Commission’s emissions-cutting package  

119 Spanish Government La Mocloa (2017), Spain, France, Italy and Portugal request more flexibilty from the European 
Commission to facilitate investment in energy efficiency  

120 InfluenceMap 2017, Trade Association Report 2017  

http://www.powerengineeringint.com/articles/2017/10/top-utility-chief-says-gas-power-next-for-phase-out.html
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Italy at the international level 
 

Summary Assessment: 
Recently, Italy has strengthened the profile of climate change in its broader 
economic and foreign policy agenda, championing innovative perspectives such 
as “Climate change and health” at the G7. With Italy being the world’s 8th largest 
economy and an EU member state with high exposure to climate risk, it could be 
a credible and influential agent if it continued this engagement. 

 

Assessment Categories: 
Country engagement: Low 
Alignment with low carbon transition: Supportive 
Maturity: Low 

 
Italy’s foreign policy interests are traditionally determined by regional geopolitical 
interests (Mediterranean) strongly intertwined with energy policy.121 Similar to 
Italy’s engagement at the EU level, Italian companies are sometimes a more proactive 
driver of promoting Italian interests internationally, one example being Enel bidding 
for the world’s cheapest solar worldwide in Mexico at the end of 2017.122  
 
More recently however, Italy has demonstrated its willingness to make climate 
action more central to its broader economic and foreign policy. As a host of the G7 in 
2017, it emerged as an effective guardian of the Paris Climate Change Agreement. 
Italy followed and reinforced the international trend towards phasing out coal. It 
included the option of a phase out in its draft national energy strategy at the 
beginning of 2017 which was adopted as preferred option later in the year. This put 
Italy in a position to join the UK-Canada led alliance “Powering Past Coal” announced 
at the UN climate change conference in Bonn in November 2017. It now turns them 
into the Mediterranean voice on coal, and could be instrumental in encouraging 
others, such as Spain, to follow suit. 
 

Italy has also used its diplomatic power to demonstrate the relevance of climate 
change to other priority areas of multilateral cooperation consistent with EU policy, 
such as by hosting a G7 ministerial on “Climate change and health” or as a co-host of a 

UN Security Council discussion (“Arria meeting”) considering which tools should be 
used to address climate-related security risks.123 124 
 
Opportunities Italy has the opportunity to capitalise on its positive climate change 
legacy at the upcoming G7 in Canada. It could also act as a credible and influential 

Mediterranean champion on intensifying EU work on climate action and resilience, on 

                                                           
121 Giacomello Giampiero (2011), Italy’s foreign policy in the 21st century, Lexington Books 

122 Electrek (2017), Updated: Cheapest electricity on the planet s Mexican (actually) wind power at 1.77c/kWh  

123 Climate and Risk (2017), Event: UN Security Council meeting on climate risk 

124 G7 Milan Health Ministers’ Communique (2017), “United towards Global Health: common strategies for common 
challenges” 

https://electrek.co/2017/11/16/cheapest-electricity-on-the-planet-mexican-solar-power/
https://climateandsecurity.org/2017/12/15/event-un-security-council-meeting-on-climate-and-security/
http://www.g7italy.it/sites/default/files/documents/FINAL_G7_Health_Communiqu%C3%A8_Milan_2017_0.pdf
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coal phase out in the Mediterranean or within CESEC building on its already strong 
regional partnerships. 
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