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Overview 

The recent decisions taken at European level contain very ambitious targets in terms of renewable energy penetration, increase in energy efficiency, reduction in GHG emissions and percentage of biofuels component in vehicle fuel by 2020.  On 23 January 2008 the European Commission put forth an integrated proposal for Climate Action. To achieve the renewable energy policy goals, the European Commission has proposed a Directive aiming at establishing binding national renewable energy targets to achieve a 20% share of renewable energy of energy consumption in 2020 and a binding 10% minimum target for biofuels in transport to be achieved by each Member State.  
The aim of the paper is to evaluate the possible negative outcome of the European policy for renewable energy and energy efficiency promotion in terms of displaced investments in the fossil fuels sectors. The growing demand for electricity and gas is forcing European Governments to ensure the investments in grid infrastructures and supply plants in order to achieve security of supply in the next years.  However the success of the European policy for sustainability, with its ambitious targets for 2020 could curb the demand for fossil energy, even reducing it in some cases.  The paper looks at the evolution of demand for electricity and gas in Italy in the coming 15 years, identifying the investments which could be critical in terms of risk of not achieving the required level of investment remuneration.

A proper planning of investments can help the implementation of the European policy, which is too important to be misguided. 
(2) Methods 

The study carries out a detailed review of the most relevant scenarios for energy demand in Europe with particular focus on the electricity and gas sectors in Italy as elaborated by leading research institutes and governmental bodies.  Demand forecasts are then reassessed by the authors taking into account the new targets set at European level for renewable energy deployment and energy efficiency improvement.  The costs of the investments necessary for achieving the EU policy targets are illustrated as analysed in a recent study conducted by the authors and are compared to the costs of the investments in fossil fuels infrastructures/energy generation plants which will be displaced should the fossil fuels consumption decrease as a result of the new set of rules dictated at EU level.  There is a risk that investments carried out in fossil fuels in view of an increase in energy demand will not be repaid should the level of demand decrease as result of demand side policies and increase in renewable penetration.  
(3) Results 

The paper illustrates the risks associated with investment displacement in the fossil fuels plants and infrastructures due to demand side actions and renewable penetration. Italy is struggling to invest in gas hubs and most of this capacity will not be used should gas demand trends be different from the one which were forecast when the investments were planned.  For gas infrastructure investments, the paper analyses the possibility to “reduce” or re-employ the investments considering Italy like a central natural-gas hub for continental Europe. In this case the risk of investments displacement in the gas structure or lack of utilization of the new infrastructures would be minimised.  This could in fact represent a new opportunity for Italy in the European energy market. 
(4) Conclusions 

Boosting investment in renewable energy, energy efficiency and new technologies contributes to sustainable development and security of supply and helps to create new jobs, economic growth, greater competitiveness and rural development. This was stressed by the most recent EU decisions which translated into a new Directive establishing new binding targets for renewable energy and biofuels consumption by 2020.  The paper estimates the costs of achieving the targets in the specific case of Italy and the possible negative outcome of the European policy for renewable energy and energy efficiency promotion in terms of displaced investments in the fossil fuels sector. Some policy indications are also given to try to avoid investments displacement and reconciliate the present with the new environmental policy. 
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