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Editorial

With the prior issue of our Think4Energy newsletter we started a series of considerations focused on 
innovation.  The purpose of this latest Think4Energy issue is to continue the dialogue on innovation  by 
taking a more in depth look at topics we started addressing in prior issues and addressing new ones within 
the scope of the Smart Energy observatory. 

The in depth contributions by comparison related to the prior issue regard the customer’s journey and risk 
management. 

In the first article, we interviewed our colleague Massimo Pellegrino, Associate Partner and leader of 
the Digital Innovation Strategy team at PwC. With Massimo we further explored a few aspects tied to 
the customer’s journey. We wished to hear his point of view regarding the changes in methods by which 
customers interact with the companies in the energy sector in the era of mobile devices, social media, cloud 
computing and big data, and their possible implications for business organizations.

The second article is an interview with the head of Erg Financial Risk Management, Domenico Floro, to 
understand Erg’s innovative approach to the evaluation and management of industrial and operative risks 
(see the previous issue for further information on the current trends of risk evaluation and management at 
http://www.pwc.com/it/it/publications/assets/docs/think4energy-n05.pdf). 

The newsletter proceeds with two articles by the “Osservatorio Smart Energy”, which address the themes of 
energy efficiency and smart cities.

Energy Efficiency is also addressed in the thirteenth Global Power & Utilities Survey recently published 
by the PwC network, which confirmed that among all technological changes currently taking place, 
energy efficiency is perceived by the largest operators at global level as having a primary impact on their 
future market strategies. Focusing on Europe, energy efficiency represents a priority for 85% of operators 
interviewed, the highest percentage in all geographical areas involved (for further information also 
see:http://www.pwc.com/gx/en/utilities/global-power-and-utilities-survey/index.jhtml). 
This issue pinpoints the state of energy efficiency implementation measures in Italy compared also with 
the objectives outlined by the National Energy Strategy (SEN), as well as the main impediments for the 
development of this market.
Lastly, speaking of innovation and smart energy, we could not fail to address the topic of Smart Cities with 
a contribution that reveals the state of the art in Italy for what regards the development of smart cities and 
possible new models of financing for the development of this market and our Country.

Giovanni Poggio
Italian Energy, Utilities & Mining Leader 
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Digital Innovation 
to support the 
Customer 
Experience

Massimo Pellegrino

Associate Partner Digital Innovation

There is no doubt that the ever increasing use of digital technologies 
is causing a great change in the interaction between consumers 
and energy supply companies. The buying experience and service 
utilization, in this market as well as others, in fact now quite often 
occurs through technological means. First of all because service 
access methods (information research, registration, payment, 
etc.) are increasingly mobile (smart phone and tablet), but also 
because the media strives to structure the consumer’s experience 
both in terms of relevant content availability and through specific 
applications on the main social networking platforms (for example, 
Facebook). For energy market companies this is an important 
opportunity to better understand their customers and therefore 
improve their experience as service users. This drives the need to 
adopt solutions such as Big Data, which, in full abidance of privacy 
laws, allow for elaborating and analyzing the enormous amount of 
data generated by digital technologies.

Interview with

Considering the wide spread adoption of 
technologies such as mobile devices, social media, 
cloud computing and big data, what changes 

have occurred in the way consumers 
interact with Energy companies?

In this interview with Massimo Pellegrino, PwC Digital Innovation 
Strategy leader, we continue to explore the opportunities addressed 
in Think4Energy issue 5, by which utilities may use new social and 
mobile technologies to manage the customer experience. 

We will take a more in depth look at the following themes in 
particular: new methods of interaction between consumers and 
companies in the Energy sector, customer loyalty enhancing 
strategies, the collection and management of large volumes of data 
(Big Data) and consumers’ privacy risks, organizational changes tied 
to the introduction of a new customer experience model.

Mobile devices, social media, 
cloud computing and big data

Highly competitive market

Big Data

A new model of Customer 
Experience

€

£££
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New organization models
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I believe that in our market it is indispensable to use forms of 
leverage other than price. As everyone knows, client acquisition 
costs are significant and therefore containing the clients’ migration 
phenomenon is not a strategy, it’s a necessity. The consumers’ 
experience is also essential in this respect: the more the methods 
of interaction satisfy their needs and desires, the lesser is their 
sensitivity to price. It is therefore important to focus on multi-
channeling, content relevance, transparency and complementary 
services..

In a more competitive market, one of the foremost 
issues to be addressed is churn. What can be 
done to increase customer loyalty? Is it possible 

to compete based on leverage factors 
other than price?

I believe that the adoption of suitable privacy management 
policies (both from a legal and a marketing standpoint) 
can eliminate the risk of violations. The value of Big Data 
applications (such as Web Analytics, Smart Meter Analytics, 
Social Media Analytics) lies in the identification of the 
behavioral patterns of a multitude of anonymous consumers, 
which can then be used to define the offers and pricing policies 
for specific consumer segments. 

Regarding the use of personal data, it is absolutely necessary 
to have the informed consumer’s consent.  Contrary to popular 
belief, the objective of strict privacy policies is not only to abide 
with the prevailing laws but also to strengthen the relationship 
with consumers by respecting their personal involvement 
choices. 

The interaction with clients through digital 
technologies imports the generation and 
gathering of large volumes of data (Big Data) 
that could be useful to better understand the 

preferences of the clients themselves. 
Is there any sort of consumer privacy 
risk and if so how is it managed?

Organizational models in general will need to change drastically 
in order to adjust to a very different world. Right now it is 
difficult to predict how massive the change will be and its 
exact nature. I do believe we shall see organizations with less 
hierarchy and more flexibility, with coordination methods more 
akin to peer-to-peer communities and a more diversified scope 
of competences capable of managing the relationship with 
consumers, understand their language and culture.

What kind of changes are organizational models 
undergoing to better serve a customer who is 
used to social networking and hence less sensitive 
to traditional advertisement while having greater 
ease of access to information and the ability to 

publicly express his very own and 
uncensored opinion on the service 
offered?

There are different factors that limit the possibility of 
organizational changes, but the most important is the mindset 
most of us have: we tend not to compare our own ideas of 
what the customer wants with actual data. In other words, 
we are hardly “scientific” in our approach and quite often 
choose to believe theories that are in fact unfounded or at least 
incomplete. A more analytical culture, in my opinion, may be the 
most efficient driver for creating a suitable Customer Experience 
model.

In terms of the organizational change needed for 
a new Customer Experience model, which are 
the main limiting factors and by which strategies 

could they be overcome?
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Innovation and Energy 
Efficiency; risks and 
financial potential 

Donato Camporeale
Executive Director Energy Utilities & Mining 

Domenico Floro
Head of Financial Risk Management

I think that ERG can really be considered one of the most dynamic 
companies in terms of innovation. ERG was among the first Italian 
companies to take steps in line with the European Union guidelines 
on the issues of innovation and energy efficiency.

ERG, in fact, was able to successfully diversify its activities. First 
of all, today ERG is the first wind farm operator in Italy, it also 
operates a wide and efficient distribution network of fuel and 
produces electricity through combined cycle plants designed and 
built with the best technology available.

To keep up with the market, which is, as mentioned before, very 
crowded and competitive, ERG has introduced management 
approaches that have changed the decision-making process of our 
management, based on risk management techniques and models. 
In particular, the department that I’m responsible of, the Financial 
Risk Management, was strongly wanted in order to assess and 
manage risks through the adoption of methodologies based on 
quantitative approaches.

Actually, the approach to risk management is spreading across all 
business functions. For instance, just starting from the model used 
for financial risks, we have recently launched a project that involves 
the measurement of operational risk. The involvement of the 
production companies’ functions will be very strong

Interview by

with

Today, the ability to innovate is still the main 
lever of differentiation for the energy market.
Several players, with the aim of seizing the 
opportunities offered by the change in the 
energy structures of many countries, have 
changed - in some cases significantly - their 
“asset portfolio”. Among these, ERG is a very 
significant example. 
Mr. Floro, could you explain how ERG is 
positioning itself today?   

1
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ERG Model

The project I mentioned before is considered among the most 
challenging and innovative. In particular, it will enable us to 
evaluate the performance of the plants and of their main parts. 
We will measure the risk profile of our operating activities (today, 
we are focusing on the generation of electricity, but we’re already 
thinking about the other activities) to verify our exposure, even in 
respect of the risk sharing tools that we are using.

We think, moreover, that the project can be very useful to the 
functions that deal with asset management, operation and 
maintenance. We will be able to evaluate and choose, for example, 
among the possible mitigation options the one which is more 
convenient both in technical and economic-financial terms, or, as 
another example, to analyze the planned maintenance programs in 
terms of costs and benefits.

Therefore, together with the analysis of credit 
risks and market risks you shall also evaluate 
the industrial risks. Which specific benefits do 
you expect to achieve?

2

Sure. The methodology that will be used for risk assessment 
(quantitative approach), the involvement of different business 
functions and the need to make the model really “functional”, 
required the introduction of a tool capable of collecting and 
managing a great deal of data and information. It would have 
been difficult to believe that such a change could have been 
realized without the support of an application able to simplify the 
complexity of a rather structured system.

When talking about an innovative project 
reference is often made to the “IT” component. 
Is this also the case with this project?

3

We expect to complete the project, including the implementation 
of the application, by the end of the first quarter of 2014. We have 
also planned a proper training program for our staff, in particular 
the risk owners, who will be committed to use the system and 
understand the results of the analysis. We are very confident.             

Thank you

When do you plan to make the model and the 
application available?

We shall contact you again by next spring, then. 
Thank you Mr. Floro.

4

Risks| | Costs

Risk assessment Decision optimization Org./Performance mgt

• Identify and quantify risk key 
drivers (e.g. commodity inputs

 
or outputs, contract terms)

• Understand and quantify key 
drivers of volatilty (e.g. 
micro-economic view)

• Develop EBIT  at risk model to 
quantify projected impact of 
risk drivers

What are the risks?

•
the strategic decision being 
considered (e.g. hedging,

 
contracting, storage)

•
decision and compare against

 
risk-return frontier (e.g. 
hedging)

• Select strategic option

What are the risk-return 
trade-offs?

• Adjust performance metrics 
and reporting to monitor 
effectiveness and ensure

 
transparency

• Establish consistent set of risk 
limits across organization

• Modify organization and align 
inventives to be consistent 
with risk posture

How do I make these decisions 
sustainable?

Emphasis on each element varies according to industry and company
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Energy efficiency
Lower consumption, more 
opportunities

Paolo Gentili
Senior Manager, Energy Utilities & Mining

The prevalent attention paid to CO2 reduction measures 
and the emphasis on changing the energetic mix had up 
to now relegated to second place the third pillar of the 
European energy strategy for 2020: increase efficiency in 
energy consumption. The goal of reducing primary and final 
consumption rates nonetheless remained a key topic on the 
agenda of the European Commission which, in 2007, with a 
series of directives kept the pressure on Member States and 
drove them to implement actions that, within the different 
market sectors, could contribute to curb the intensity of 
energy demanding behavior of citizens and in production 
processes.    

Recently, with the issuance of Directive 2012/27, the 
European Commission updated the legislative framework 
for EU Countries to expedite their progress (which on 
average has been insufficient) towards the achievement of 
the goals set for 2020 and start establishing the basis for 
improvements beyond that term. With Directive 2012/27, 
the Parliament and European Council confirmed the 
priority of the objective of reducing energy consumption 
20% by 2020 within the scope of the Union energy strategy, 
recognizing that energy efficiency promoting policies can 
contribute to: 

• improve energy supply reliability (decrease consumption 
= decrease raw material imports);

• reduce greenhouse gas emissions;
• disseminate innovative technological solutions in the 

energy field;
• improve the industrial competitiveness of the Union.

Recognition was hence given to the role played by energy 

1 Energy efficiency politics: 
the current situation

The 2011 Energy Balance data used as reference for the 
National Energy Strategy (SEN) launched in March 2013, 
highlights two aspects that have always characterized Italy.  
On one hand, in terms of primary energy consumption, 
the prevalence of oil and gas in the supply mix (which 
respectively constitute 37.5% and 34.6% of the mix), which 
heavily relies on foreign suppliers; on the other hand, within 
the scope of final consumption, the bulk of demand is from 
the Transportation sector (33%), followed by the Industrial 
and Residential sectors (respectively 26% and 24%).

consumption reduction politics, which so far had been 
attributed to other instruments (think of the unfortunate 
result of EU-ETS), and their potential to stimulate industrial 
growth in Europe, a long standing objective of the European 
Union ever since the launch of the SET-Plan.
Important milestones were reached in 2013 along the path 
set by Directive 2012/27: 

• in April 2013, Member States communicated to the 
European Commission the results achieved in 2011 and 
the objectives for 2020; 

• July 2013 marked the completion of the Green Paper 
consultation “A 2030 framework for climate and energy 
policies”, which the Commission will use to develop 
future directives; 

• October 2013 marked the beginning of the ex-post 
evaluation of Directive 2012/27 and impact assessment 
of measures required to achieve the goals for 2020 and 
draft those to be set for 2030.

As of this last evaluation in particular, PwC is working for 
the European Commission which by 30 June 2014 will 
evaluate the progress made towards achieving the objectives 
for 2020 prior to drafting its own recommendations for each 
Member State.

2 The situation in Italy

consumption

opportunities
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Source: MISE – Annual report on energy efficiency – Results achieved in 2011 and 
objectives for 2020. April 2013 (Elaborated by ENEA)

Some data converges and highlights that in Italy interventions in the Transport sector and careful evaluation of energy efficiency in in-
dustrial processes are needed.  Regarding the first point, the progress recorded by ENEA for 2011 merely reached 25% of the goal set by 
the Energy Efficiency Action Plan, clearly not “on track”.  Even the results for the industrial sector, which as of 2011 was at 58% of the 
goal set for 2016, are probably “contaminated” by the effects of the economic crisis that chilled energy consumption. The Residential 
sector instead was the one to score best in performance (67%), proving the success of tax measures adopted in favor of private inter-
ventions.
When compared with the rest of the EU, energy efficiency gains in the three sectors confirm what we reported so far and provide clear 
indications on the results of the policies implemented and, above all, the outlook. While in the Residential sector Italy achieved results 
that are in line with the rest of Europe (and even better), there are still gaps in the Industrial and Transport sectors, which in the case of 
Transport is around 7%.
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One piece of data worth considering in conclusion of the 
analysis regards energy intensity, by which Italy ranks as one 
of the most energy efficient developed Countries; the energy 
intensity index however has remained just about stable since 
1990 and did not significantly fluctuate during positive or 
negative economic times, while the average for EU Countries 
improved.

Source: ODYSSEE database – PwC elaborations

Source: ODYSSEE database – PwC elaborations

2000  2001  2002  2003 2004 2005  2006  2007  2008 2009  2010   

20

18

16

14

12

10

8

6

4

2

0

Italy    EU

Residential

2000  2001  2002  2003 2004 2005  2006  2007  2008 2009  2010  

14

12

10

8

6

4

2

0

Italy    EU

Industry

2000  2001  2002  2003 2004 2005  2006  2007  2008 2009  201

9

8

7

6

5

4

3

2

1

0

Italy    EU

Trasport

%

%

%

0



PwC’s Energy & Utilities industry newsletter | 11

Energy efficiency is the top priority for the National Energy 
Strategy. Under this premise, the following goals have been set 
out: 

• exceed the 20% goal set for 2020 (-24%), with annual 
savings of 20 Mtep in primary energy and 15 Mtep in final 
energy;

• cut CO2 emissions by 55 million tons/year;
• save around 8 billion Euros/year on the import of fossil 

fuels.

In this sense, the SEN is fully in line with the Community 
directives also in terms of looking at energy efficiency policies as 
a lever for the development of an industrial chain of excellence.  
Some should consider the growth hypotheses used for planning, 
which take into account the current juncture and are designed 
to be realistic. The SEN scenario was in fact defined based on 
an average annual PIL growth rate of +0.4% for the 2010-2015 
period and +1.16% for the 2015-2020. With these levels of 
growth, the possibilities of implementing the investments that 
should be made to improve production efficiency, especially 
in the industrial sector, are severely limited; for this reason we 
need define incentives and financial solutions suitable to support 
them.  

The “target” sectors of energy efficiency investments are 
identified based on their leverage on final consumption 
(Transport 32%, Manufacturing 26%, Residential 23%) and, 
from a cross-sector standpoint, SEN identified the respective 
weight of electrical usage and HVAC usage. In terms of final use, 
HVAC related consumption far outpaces that of electrical usage 
(45%), particularly in the Industrial and Residential sectors.  

3 The National Energy Strategy (SEN) and the “target” sectors

This last seemingly holds high potential for savings, especially 
considering the possible integrated interventions on thermal 
insulation, illumination, heating/cooling, etc.

On the industrial front, the presence of a strong manufacturing 
sector imports a high consumption situation and therefore 
wide margins of intervention in spite of the fact that in terms 
of energy intensity by PIL Italy ranks among the best in the 
European Union (-14% compared to the average).

The estimates elaborated in the SEN redaction phase indicate 
that overall 50-60 million euro worth of energy efficiency 
improvements are expected to be made, and respectively 
attributable to:

• the private sector, 60%;
• the public sector, 40% inclusive of the following:
 - grants (i.e. Structural Funds)
 - incentives (i.e. TEE)
 - tax deductions.

Since these are investments that pay for themselves by way of 
energy savings in the medium-long term, the public government 
should:

• mitigate the negative impact of upfront costs, those to be 
paid immediately by promoters; 

• generate leverage for private investments to be funded by 
own resources and/or loans;

This last mechanism seems hard to implement, especially under 
the current conditions.

Real life highlights the existence of relevant barriers to 
investments in energy efficiency. The biggest one surely is the 
problem of agency, even recognized by the SEN, which is tied to 
the lack of knowledge of the available technical solutions and 
their capacity to effectively generate financial returns. The risk 
ratio of returns on EE investments limits access to credit, and 
although financing costs could feasibly cover the risk involved 
without precluding accessibility, experience shows that in the 
case of small and medium enterprises and low-income families 
especially, in the end it is not possible obtain the amount 
necessary. The problem will only be solved by accumulating a 
track record of experience, especially from credit institutions 
that are starting to focus their attention on the sector. 

Uncertainty does not only reduce financing opportunities, but 
also impacts on funds allocation. Greater acquaintance with 
traditional technologies for example, tends to increase their 
appeal as an innovative investment implies higher training 

4 Financial barriers to investments in energy efficiency

and transition costs with the result that support is ensured 
for solutions that are dated and less efficient than the more 
innovative ones.  

Moreover there may be circumstances of mismatching between 
the times of demand and the credit offer. For example, in the 
case of investments with long-term returns commercial banks 
react to the risk exposure by placing restrictions on credit, while 
investment funds, which are more risk tolerant, prefer to invest 
in large scale operations that do not meet the needs of small and 
medium enterprises who operate on their own and have limited 
funds to invest. EE investments therefore are “entrapped” by the 
lack of mixed mechanisms for “corporate-project finance” that 
require a specific competence (and interest) on the banks’ part. 
Finance mechanisms are indeed something we need to work on.
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Italy, with the positive and negative traits illustrated so far, 
is among the most interesting markets for energy efficiency. 
From an offer standpoint, technological competence for the 
development of innovative solutions is widely spread and, by 
undertaking the learning curve mentioned above, the finance 
system is also equipping itself to support investments in the 
sector. From the demand standpoint, high energy costs are an 
implicit incentive for families and companies to look for money 
saving solutions and, as made clear by the analysis, some 
mechanisms such as tax deductions make significant difference 
in that regard.

Analysts and operators agree on one thing: only by fully 
involving the consumers in the market can energy generate an 
impact that goes beyond policies and translate energy efficiency 
into an on-going, habitual behavior of the consumer himself. 
First and foremost, simplification of incentive mechanisms would 

5 Conclusions

shorten the bureaucratic red tape required to receive monetary 
benefits for often significant investments, and “securitization” 
of each kilowatt saved (extending the applicability of the TEE 
mechanism to all interventions) could serve as an efficient lever. 
Second of all, the full implementation of article 11 of Directive 
27/2012, on the clients’ access to their own consumption 
information, and the development of demand response 
solutions would surely serve as a powerful driving force. 

In the Country that witnessed the largest roll out of smart 
meters, hence gaining indubitable dealership on a global scale, 
this will be the next step. A small step for the utilities, a giant 
step for energy efficiency, with plenty of room for new services 
and the utilities themselves
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Percentage of people interviewed who answered the following technological 
developments will have a high or very high impact on their reference market.

Source: PwC, 13th Annual Global Power & Utilities Survey

Main impact of technology by area 
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The smart cities market: 
opportunities and hurdles

Giovanna Galasso
Senior Manager Technology

A few years ago the concept of sustainable urban design in our 
Country began to be part of the political programs of many 
Italian municipalities and technology supplier investment plans. 

The proliferation of initiatives up till now has mostly been 
tied to the possibility of being awarded European funds 
destined to finance initiatives for technological innovation, 
energy improvements, environmental sustainability and 
to support the citizen’s participation in decision making 
processes. Nonetheless, initiatives of relevance are still isolated 
phenomena. 

According to a survey conducted by Osservatorio Smart City of 
ANCI (National Association of Italian Municipalities), among the 
top 40 Italian cities willing to become Smart Cities:  

• the majority of them did not realize that aim: only 31% 
chose a form of governance to implement this policy. They 
are mostly medium-large cities like Turin and Genoa.

• 69% is yet to define the composition of the political and 
organizational structure required.  

The complexity of the model is one of the hurdles that are 
slowing down the design of Smart Cities in Italy. The concept 
of Smart City in itself is multiform and hence we are witnessing 
a multitude of solutions, practices and profoundly different 
approaches. Till now however we had not been aware of how 
heavily technological innovations would affect the cities design. 
The expansion and continuous development of new technologies 
are shaping the cities we live in. Moreover, in the next few years 
the speed of technological innovation will continue its rising 
trend and therefore in the not overly far future our cities will be 
profoundly different. 

The design of Smart Cities proves to be particularly challenging: 
many developed their own vision of the future city but a 

commonly agreeable approach for the design of Smart Cities is 
yet to be established. Technology vendors, academic entities, 
consultancy companies, publishing companies, community and 
national institutions are proposing models and approaches for their 
construction that differ in many ways.  The complexity of the themes 
and solutions, besides the actors in the play, make it necessary for 
institutions to rely on particularly careful strategic planning.

For the last 5 years already the PwC network, in partnership with 
New York City and Oxford Economics, has published an annual study 
titled “Cities of Opportunity” (http://www.pwc.com/us/en/cities-
of-opportunity/index.jhtml). The report analyses 27 cities, all of 
which capitals of global finance, commerce and culture, and, through 
performance analysis, outlines the elements that allow the cities to 
function at their best. 

The experience gained over the years by drafting the study has 
allowed to develop dedicated methodologies and an approach that 
is all-inclusive, flexible and structured, consisting of well-defined 
design phases, tracking of performance and the impact of applicable 
initiatives.  

The hence developed approach provides strategic support for the 
management and implementation of all phases of a Smart City 
design, from defining the vision to managing stakeholders, from 
the identification of solutions to tracking of performance and the 
impact of rescheduling interventions as well as on-going comparison 
with other “smart” realities. The methodology evolves though the 
following phases: 

• Service model: Definition of the Smart City service framework.
• Stakeholder analysis: Analysis of the Smart City stakeholders 

which includes the identification, mapping, understanding of the 
needs, involvement and management of stakeholders. 

• Quick assessment: Identification of solutions that ensure a quick 
return on investment.
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The approach is characterized by a high level of flexibility and is well suited for the definition of guidelines for planning, 
implementation, tracking and assessment of smart solutions in cities of different sizes. 

In Italy, PwC recently participated in the Smart City Exhibition 2013 of Bologna with seven different workshops that touch the 
most relevant themes, which our company wants to target within the scope of helping cities develop their smart projects: from 
considerations on the theme of integrated and sustainable urban development to energy efficiency in public government, from 
intelligent mobility  to the development and use of open data as an economic development tool, to the theme of new makers, fab labs 
(digital fabrication labs) and the new production methods.

PwC has also supported the organization of two labs within the scope of the Osservatorio Nazionale Smart Cities of ANCI for the 
purpose of illustrating to Municipalities associated with that observatory the respective opportunities, techniques, national and EU 
sources of financing for Smart City initiatives and projects, as well as the reference trends for models of assessment of the impact of 
initiatives and projects within the context of future smart cities. Among the over 500 attendees of our seminar, a common topic of 
notable interest was the new business and financing models required to develop the Smart Cities market in our Country.

• Solutions set analysis: Complete and detailed analysis of the available smart solutions.  
• Financing options analysis: Analysis of resources for financing Smart City programs.
• Prioritization: Definition of the method of prioritization of solutions by which to define the projects to be worked on first. 
• Implementation roadmap: Smart City operative project.
• Implementation: Implementation of the solutions.
• Ex-post analysis: Analysis of the implemented solution’s impact and fine tuning of the forecast model.

Service model PrioritizationStakeholder 
analysis

Quick 
assessment

Solutions set 
analysis

Financing 
options analysis

Implementation 
roadmapImplementation

Ex-post 
analysis
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In fact, Smart Cities are an important market for energy, infrastructures and technological services palyers, as well as for builders, ma-
nufacturers, producers, distributors, network suppliers, managed services and outsourcing companies.

Recently conducted analyses suggest that the global market potential of smart cities will be 3.3. Trillion dollars by the year 2025 (Frost 
& Sullivan 2013).  

Thanks to the innumerable opportunities within the scope of development of infrastructures, technological integration, energy and 
security services, the Utilities sector, infrastructure companies and telecommunications  operators, even in Italy, are actively pursuing 
this market on various levels as integrators or solution vendors, and offering smart hardware and infrastructures. 
Smart city market penetration for service suppliers will depend on their capacity to offer integrated services and develop business mo-
dels of convergence between utilities and technology providers. 

The administrative and operative aspects of managing smart solutions and services are equally important for long-term sustainability.  

Private and public partnerships, national and European Community funding have been the financing models preferred so far by the 
cities and companies. 

Today, in a phase where availability of funds is limited, we are witnessing a freeze on additional investments and everyone, politicians 
and companies alike are awaiting the new funds planned by the EU for the 2014-2020 timeframe.  

Nonetheless, the development of the smart cities market requires new models of partnership that include greater involvement of the 
private sector.

In the current phase of downturn and reduced availability of resources we should find new forms of financing for innovative projects 
such as crowdfunding and the reutilization of funds recovered through the spending review for reinvestment in innovation projects and 
therefore in economic development. We should also take into consideration different financial instruments, such as debt funds, private 
equity and performance based contracts which are emerging as models apt to attract investments and manage innovative projects of 
the cities deemed to represent the best practice at a global level.

Lastly, the market penetration of Smart City solutions will depend on the creation of connections and systems, not only between the 
millions of smart devices for which modern cities are hubs (i.e.. Internet, smart phones and iPad, cloud computing, social network etc.) 
but also between the different categories of companies involved, the public sector, the knowledge centers and the cities inhabitants. 

In fact the process that leads to a smart city is multidisciplinary and cannot disregard any actor in the chain. The integration between 
energy technologies, mobile communications, and sustainable infrastructures is an enabling factor. But we are not merely dealing with 
multidisciplinary technology: the involvement of institutions, organizations and citizens in general is a factor that is just as important. 
The ability to create a “grid” system that through the flow of people, information, merchandise, economic resources and good practices 
allows for reaping opportunities, creating synergies and catalyzing them towards sustainable development has become a fundamental 
requirement.
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