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Photovoltaics: towards a new business 
model
The evolution of the Italian photovoltaics market 
following the Fourth Energy Bill
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The global photovoltaics market saw Italy 
emerge as a strong leader between 2007 
and 2011, not only in terms of installed 
capacity but also in terms of the industrial 
development of the business chain.

Looking at the 2011 figures can be 
misleading. Last year, the combined effect of 
the second Energy Bill (until June), the third 
Energy Bill, although it was short-lived, and 
the launch of the fourth Energy Bill allowed 
Italy, with 9,000 MW of new installations, to 
reach second position in the world in terms of 
installed capacity (12,500 MW in total), after 
Germany (24,700 MW), and in particular, 
overtaking both Spain and Japan in just 12 
months (source: EPIA – Market Report 2011).
And yet the sector is experiencing a phase of 
radical change linked to the new direction 
of the development policy imposed by the 
fourth Energy Bill.

We have, to all intents and purposes, entered 
a phase of consolidation for the sector, after 
having experienced a period during which 
the industry was being launched and where 
the legislator’s intention was to attract 
players that were able to contribute capital 
to the bank credit lines and benefit from the 
facility of accessing bank credit. This was in 
order to rapidly develop the sector, reducing 
construction costs and thereby approaching 
the concept of “grid parity”, namely 
an independent industry even without 
incentives. Therefore, the solution adopted 

was that of guaranteeing returns on the 
investment in the order of 20% through a 
major system of incentives that attracted 
investment funds of a financial nature and 
made them the real key players of a growth 
that consisted of fixed systems or solar 
trackers on agricultural land. 
And our business chain has followed this 
development, with numerous Italian 
companies emerging in just a few years: 
more than 25 operators active in the 
manufacture/assembly of solar cells and 
panels, more than 50 manufacturers of 
inverters and components and more than 

100 distributors and installers, with 
an important role played by general 
contractors or EPC contractors.

In Italy and in Europe the wave of 
changes in incentive tariffs in 2011 led 
in fact to the creation of two parallel 
markets.

A secondary market that is made up 
of fixed plants which are already built 
and which came into operation under 
the second and third Energy Bills 
(which represent more than 70% of the 
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nationally installed base and which 
have capacity higher than 200 Kw), 
where the investment funds that 
were already present have decided 
to bring forward their exit from the 
market and sell assets to new buyers, 
namely infrastructural funds and 
formerly municipal-owned concerns 
and or in any case investors who 
consider a return on investment in the 
order of 10% (net of the value of the 
deal) as attractive when compared 
to investment alternatives in energy 
infrastructures.

The new market on the other hand 
is the market of post fourth Energy 
Bill installations and it represents 
the future of the market in Italy; this 
is the segment of photovoltaic roofs, 
i.e. installations on (residential, 
commercial or industrial) buildings, 
which is opening up to the world 
of small and medium enterprises 
and to the residential  sector. This 
is the main segment in the German 
market, representing about 80% of 
installations, compared to 30% of the 
installed base in Italy.

Thus we will move from a niche 
market to a mass market and the 
business model of our national 
industry champions, namely the great 
EPC, will have to evolve rapidly.

The new target comprises 
consortiums, districts, medium/small 
manufacturing firms, utilities and 
the residential sector, which are not 

only interested in selling electricity 
produced to the grid but also in self-
consumption.

The buying factors are changing: 
from demand for the bankability of 
the panel at the lowest market cost 
(particularly favouring Asian panels), 
for the maximisation of the IRR, for 
the guarantee of performance in the 
short/medium term (or in any case 
until the exit from the market) to 
demand for high quality components 
(European manufacture), for a 
trust relationship with the installer/
designer, to a guarantee of long-term 
performance and to the assistance 
and physical proximity of the 
installer.

Therefore, the regulatory change will 
involve a change in the target mix 
of the large installers; small rooftop 
systems will have a significant role in 
the maintenance of profitability. 

In the new business model following 
the fourth Energy Bill, the retail 
segment together with international 
development will drive volumes and 
stability for the EPC.

New commercial models must be 
adopted using mass market strategies. 
The market of small and medium 
enterprises and the residential 
segment will be served through the 
development of an agency network 
able to manage the portfolio of 
installers (who will be trained and 

retained) and the development of 
generating sales lead network. 

The creation of key accounts will 
represent the management tool of 
large businesses, increasingly made 
up of consortiums and districts, 
medium and large companies and 
multi-utilities. 

Only if our local industry is able 
to understand and deal with these 
changes will it be able to hold on 
to its role as a key player in the 
development of the Italian market. 
Otherwise it risks a sharp decline 
by focusing, with a short-sighted 
strategy, exclusively on foreign 
markets that are still eligible for 
incentives, thus missing the chance to 
pursue sustainable development.
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