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1 INTRODUCTION 

 

Those are hard times for all. There is no distinction, neither across Nations nor across social classes nor across 

markets. We are all striving to last. Those are times of change and nobody nor nothing can impede it. In the 

end, changes naturally lies in passing time. 

 

Changing is a journey. It starts with a rational and unbiased analysis of the status quo of the object of interest, 

appreciating both strengths and weaknesses, with no judgment nor resentment at all. Then, at the same 

time and with the same objectivity, it need look at the outside World, without any prejudice or expectation. 

Look at it as if it were the first time, as if you were a baby getting aware of the World for the first time in 

your life. And that all is extremely hard to attain, without a doubt. Following, open your mind, tear down any 

barrier and innovate. Take advantage of opportunities in the outside World, take the best from you and 

change accordingly. Create thus something new that uniquely matches your distinctive features with the 

outside gains. Change keeping internal and external fit. 

 

That is hard to anyone, after all, and within business maybe even more as far as the entrepreneur has to lead 

the change taking into account so many and different factors from his or her inside world (the organization) 

and from the outside world (the market, but which market for instance?). 

 

Most of the times, in fact, businesses as people carry on with their structures, behaviours, habits and 

practices without even noticing that times have changed and so has done the whole outside World: if you 

feel good with yourself, if your business is well organized and everything works inside in a perfect synergy, 

why changing it? Indeed, you have worked years before achieving such equilibrium and, indeed, you have 

invested a lot, both in time and in money. Why changing it then? Why getting through a journey that will 

bring about, unquestionably, disequilibrium and then huge effort and sacrifice to build up a new equilibrium 

again? Why destroying something that is working well from your personal perspective? All that is a paradox. 

In business, it is meant to be the entrepreneur’s paradox. In fact, it could seem outstanding in a certain way, 

but even the best things presently working extraordinarily well have to change in the end, now and always. 

Why? Because, as said, time passes and it brings about change. If you do not keep up with changes, then, for 

sure at a certain moment in time you will find yourself excluded from the whole World: people’s needs, 

expectations, habits and behaviours all naturally change and evolve with passing times and thus, whatever 

value you are offering, it cannot meet Consumers’ desires ever more if you have not changed accordingly. 
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So that is why you need to continuously change with time passing while carry on internal fit in order to 

actually create value and be competitive in the outside World. 

 

From the times it has been discovered and produced, energy (power, most of all) has evolved with the history 

of the Mankind while driving innovation. It is not surprising, therefore, that in times signed by a relentless 

need for revolution as presently they are, energy stands at the heart of the question. The Earth emergency 

we are living worldwide, the innovation in technologies, the diffusion of digitalization and the global financial 

crisis, all those main factors together are inexorably and exceptionally turning upside down the whole Energy 

Market. Consumers, in principle, are changing their way to think about energy, their expectations, needs and 

desires as well as their own behaviours. The Environment and the Society as a whole are mandatorily posing 

new restrictions and requirements. What businesses used to offer until yesterday, today it has nearly no 

more value at all. Anyone in the whole marketplace is asked to change, even the leaders therefore. At the 

same time, the World is waiting for energy innovation to actually power the revolution. Hence, there is the 

serious risk at stake for all companies to find themselves within not many years in the same position it were 

Ford after the business revolution driven by Toyota. 

 

All that considered, the Final Thesis is aimed at analysing how a market leader as Enel Energia S.p.A. has 

been able to solve the entrepreneur’s paradox, rationally observing the whole outside Market first and then 

driving innovation by designing a new business model that fits both internally and externally. 
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2 INTERNAL AND EXTERNAL FIT IN THEORY 

 

As it is widely agreed, firms are complex systems of elements. They are business entities whose forms and 

performances stem from a wide range of choices. Reduced to the bare bones, a firm is made of an 

organizational structure that organizes the whole set of activities it has decided to undergo and the required 

resources to deliver them. As any other thing in the World, as human beings for instance, in order to make 

the organization structure, the engine, run, the firm then defines a series of rules stating how the 

organization and its activities need managed at the present times and for the future. Simplifying even more, 

hence, a firm is a complex set of choices over what to do and what not to do. Above all, that is the foremost 

important evidence: as human beings, firms cannot do anything. As argued by M. E. Porter in “What is 

strategy?” (Harvard Business Review, November-December 1996), if that were not the case, it would not 

make sense to exist any difference among firms: by definition, they all would perform the same activities 

while undertaking the sole best fitting organizational structure and rules setting. As a result, competition 

would be confined to operational effectiveness and the winner would only be the last survivor of that rush. 

But that is not the case, in the end. For instance, consumers and needs are different and they vary in space, 

time and forms. Consequently, the activities required to satisfy them are diverse and various as well and so 

are organizations. It is a matter of fact that most of the activities exclude the possibility to simultaneously 

undertake some other ones, if not at unsustainable costs: otherwise stated, activities trigger some trade-

offs. Recalling one of the examples suggested by M. E. Porter (1996), Continental Airlines (a full-service 

airline), observing the success gained by Southwest Airlines Company (a low-cost, convenient service), 

decided to enlarge its business and replicate the competitor’s business model while keeping its original one 

working anyhow. The history then proved the unsustainability of Continental’s aim of being «all things to 

customers»: the company’s choice, in fact, came out to be detrimental to the company itself, triggering huge 

costs and value destruction. The example, furthermore, turns on the spotlight on another key feature within 

firms, that is fit. As long as activities trigger some trade-offs on their selection, it also means that they affect 

one another. As claimed by M. E. Porter and N. Siggelkow in “Contextuality within Activity Systems and 

Sustainability of Competitive Advantage” (Academy of Management Perspective, May 2008), «the 

importance of fit and consistency among firm’s activities is one of strategy’s most long-standing notions». 

Firms in fact do not differentiate solely on the choice of activities undertaken but also on the way they 

perform them. Once more, if that were not the case, given optimal bundles of activities, competition would 

be confined to a rush for operational effectiveness, hardly sustainable in the long-run and, eventually, with 

few if even none opportunity for value creation for anyone in the Market. Instead, as claimed by M. E. Porter 

(1996), «the essence of strategy is choosing to perform activities differently than rivals do». 
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Generally speaking, activities can be divided into generic and interdependent ones. The former are all those 

activities whose value is independent from any other element and is maximized by one single optimal activity 

configuration: as stated, «they set the bar of competition» over which achieving operational effectiveness is 

mandatory. The latter, interdependent activities, instead, are all those activities whose value is affected by 

other elements. As it is clear, activities can then relate to one another at different levels in the Market, 

consequently leading to different outcomes: within the industry, they give rise to industry-wide best 

practices; within the strategic group of firms, they give rise to strategic-group best practices; within the single 

firm, they give rise to firm-strategy-specific activities. Needless to say, the closer and the more bounded the 

relationships among activities, the higher their value. When making any choice, therefore, firms have to 

pursue operational effectiveness within generic activities, take into account and outperform whatever best 

practices undergone within the industry and the strategic-group of firms they belong to and create their own 

specific and unique set of firm-strategy-specific activities. Following, altogether, the activities need organized 

and delivered in a value-adding way, leveraging their natural relationships and creating new ones, whenever 

feasible: only in this manner, therefore, firms can build up any competitive advantage in the marketplace, 

both for the present times and for the future. What is more, as it is plain, interdependences can be of 

different nature, ranging from pure complementarity to pure substitution, and entail diverse trade-offs: any 

single choice needs then balanced with all risks and opportunities at stake. That is what means fit in the end. 

 

Whenever a firm is able to create a new, valuable fit, strictly related to its own structure and strategy, it 

reaches a new peak within the market landscape. Peaks can be thought of as unique optimal positions with 

sustainable competitive advantages: indeed, first of all they are built on operational effectiveness, with 

regard to generic activities, and on industry and strategic-group best practices; next, they are characterized 

by singular and innovative firm-strategy-specific activities that, by definition, are rarely observable and, 

consequently, hardly imitable. Generally speaking, the stronger the interdependences within firm-strategy-

specific activities, the higher the risks and the related costs to competitors of misperceiving any relationship 

or activity. In this case, in fact, as shown by M. E. Porter and N. Siggelkow through “Contextuality within 

Activity Systems” (February 2001), repositioners and straddlers’ risk to fail is exacerbated by the high 

likelihood of not only missing some interdependences but also misunderstanding actual ones. That is what 

makes firm-strategy-specific activities and internal fit a sustainable competitive advantage in the end. 

 

As said, firms are complex systems. Not surprisingly, therefore, interdependences can occur also across 

patterns, through both direct and indirect relationships; they can regard then core elements as well as 

elaborating ones. As a result, peaks (strategic positioning) depend not only on contextuality of activities (that 

is pure interdependences) but also on contextuality of interactions. Contextuality of interactions, as defined 
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by M. E. Porter and N. Siggelkow, refers to the evidence that sometimes interdependences are also driven 

by the actual levels of the involved elements, as well as by any other, even distant, element in the firm and 

its related level or by the external conditions of the marketplace in which the firm actually operates. 

Contextuality of interactions, in the end, determines the height of each single peak in the landscape. As it is 

straightforward, in fact, contextuality of interactions increases the sustainability of competitive advantages, 

further exacerbating the difficulties and costs on straddlers’ and repositioners’ charge: without a doubt, first 

of all, the risks for misperception and misunderstanding are worsen; additionally, there is the risk to replicate 

activities configurations, even perfectly, but in a context that eventually alters the actual interdependences. 

 

The combination of contextuality of activities and contextuality of interdependencies gives then rise to eight 

possible activity configurations. As it is evident, all the previously listed groups of configurations (generic 

activities, industry-wide best practices, strategic-group best practices and firm-strategy-specific activities) 

can occur with or without contextual interactions. While in the latter case the activity configurations are 

attainable per se, from the pure selection and combination of activities, in the former case the same 

configurations depend also on the contextual interactions and thus on the levels of involved activities as well 

as on other organizational elements or external factors. 

 

Figure 1. Activity/Interaction Typology (M. E. Porter and N. Siggelkow, “Contextual Interactions within Activity Systems and 
Sustainable Competitive Advantage”, Academy of Management Best Papers Proceedings, 2004) 
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Definitely, contextuality of interactions further decreases the risk of imitation. Nevertheless, on the opposite 

side of the coin, it increases managers’ burden too. In this case, in fact, when managing and organizing a 

firm, managers have to take into account not only the whole set of elements and the way they interact and 

affect one another directly but also all the indirect implications they entailed both internally and externally. 

As it is clear, therefore, particularly at the firm-strategy-specific level, the high value of complexity is partially 

offset by the huge amount of triggered management costs. As shown by N. Siggelkow (2001) and by M. E. 

Porter and N. Siggelkow (2004), in presence of contextuality of interactions, highly interdependent activities 

create traps from which firms are hardly able to escape. Even if at a given moment in time the firm were 

positioned on the global peak of the market landscape, whenever a change occurs within the Market altering 

the interdependences among elements (and thus the relative heights of the peaks), it would be extremely 

challenging to the firm to adapt and shift to the new global peak. Explanations then come straightforward. 

For instance, the more rooted and complex is the system, the more likely it is to get trapped into outdated 

mental maps. Furthermore, complexity and interdependency entail that, in case of changes, irrespective of 

their specific impact, a wide range of considerations and decisions would need undertaken altogether and 

at once. What is more, in presence of more than one manager, misperceptions could arise randomly or 

similarly among managers and that could entail significant and different implications for the given firm. In 

the end, as claimed by N. Siggelkow, experience shows that positive and negative misperceptions inside a 

company are hardly foreseeable and, whenever they occur, as far as people and organizations are living in, 

they are extremely difficult to overcome. As a result, according to M. E. Porter and N. Siggelkow (2004), it is 

preferable to firms to undertake business models with an intermediate level of activity interdependencies, 

so that to build up a good and sustainable competitive advantage while remaining flexible to market changes 

and reducing the costs of misperceptions. 

 

Concluding, while contextuality of activities gives rise to more than one single peak in the market landscape, 

contextuality of interdependences defines their relative heights and sets the rules for the development of 

new peaks. Firms therefore, as stated by M. E. Porter since 1996, have to undergo first of all operational 

effectiveness within the field of generic activities as well as on the fields of industry-wide and group-strategic 

best practices; then, they need build their competitive advantage on strategic internal fit; last but not least, 

they have to escape the trap of highly interdependent business models in order to assure themselves the 

required flexibility to maintain external fit at all times. 
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Figure 2. Performance Landscape (M. E. Porter and N. Siggelkow, “Contextuality within activity systems and sustainability of 
competitive advantage”, Academy of Management Perspective, May 2008) 
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3 INTERNAL AND EXTERNAL FIT IN PRACTICE: ENEL ENERGIA S.P.A. CASE STUDY 

 

3.1 FROM THE ORIGINS DOWN TO THE PRESENT TIMES 
 

It is January 26th 2016 and Enel Group unveils to the World its new identity, its new brand. 

Figure 3. Enel brand history 

 

 

Once more. Once more Enel has changed. It has changed its brand as well as its identity and accordingly its 

vision, mission and strategy. Times are changing and so does Enel with the first aim to lead the way. 

 

«With this rebranding we are adjusting Enel brand to the on-going changes within the Group and to the fast 

Energy industry evolution, evolution of which we are the leader» has claimed F. Starace, Enel Group CEO and 

general manager, on January 26th 2016 announcing the new brand. 

 

Enel Group finds its roots in Italy and precisely on November 27th 1962. Those are times of changes in Italy: 

Italians are moving from the countryside to towns and cities, from the South to the North; they want to 

definitely close with the past and look instead to the future, to the new life style and ideology brought by 

the US. The urbanization model born with the industrialization process is spreading all over the country 

bringing with it the upsurge of electric goods mass consumption and the outbreak of electricity demand. The 

main trouble, then, lies on an ever-increasing discrepancy within the population itself and throughout the 

country: there is for instance the urgency to supply electricity even to rural areas and isles and to unify small 

local grids under a single national one. It is under these circumstances then that Enel (acronym of Ente 

Nazionale per l’Energia Elettrica) is conceived and built up: it is the engine needed for finally starting the true 

Revolution and making Italy actually unified. The institution is so founded with the great responsibility to 

lead the country and, in particular, to manage the whole electricity chain, from production down through 

imports and exports, transport, transformation, transmission, distribution and retail. The first brand, 
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therefore, with its all capital letters, elegant and majestic at the same time, reveals to Italy the nobility, the 

authority and the magnitude of Enel project, lying within the perfection of the circle that gets everything 

joined. The unification path is unquestionably long and ends around in 1995, when the last Italian electric 

company is eventually bought out. Meanwhile, in 1982 Enel brand changes and replaces the elegant and 

majestic capital letters with a flash lower-case “e” followed by all lower-case letters. The rebranding comes 

after years of exceptional growth in 

electricity consumption that has caused the 

country to become dependent on imports 

in order to satisfy the ever-increasing 

demand. In the meantime, in 1973, a severe 

oil crisis hinders all the Advanced 

Economies in the World. It is then in the 

‘80s, after that sequence of events, finally 

followed by a new widespread attention to 

environment and safety, that Enel decides to focus on energy sources diversification and energy saving, 

investing on new power plants, hydroelectric and nuclear, and engaging on a better use of national 

geothermal sources. During those same years, the flash company starts working on pollution, security and 

environment too, engaging on the earliest researches and tests on renewable energies: in 1986 Enel attaches 

to its annual energy plan the first paragraph on environment and security. In 1991 liberalization takes its first 

steps in Italy, starting with the energy production industry, and so Enel is allowed to turn into a limited 

company. The brand thus changes once more, getting back to the first upper-case letters but with another 

style, different from the initial one, suggesting a new corporate identity, much more static and cold. On 

December 30th 1992 Enel turns into a limited company, entirely owned by the Treasury Ministry, and changes 

its name accordingly, from Ente Nazionale per l’energia elettrica to Enel Spa. Five years later, in 1997, the 

brand changes again. Liberalization has gone on with its path and the energy market is preparing for the next 

step: the European Union has already released a directive (December 19th 1996, Directive 96/02/CE) 

fostering some common actions within Union countries and Italy, as a result, is paving the way for the coming 

Bersani Decree (1999). Those are critical times both to market evolution and, consequently, to Enel. In 

particular, Bersani Decree mandates the ultimate unbundling of any single activity within the whole 

electricity chain: the end of monopoly (held by Enel) is thus definite and the retail market gets split into two 

different sub-markets, Regulated and Free Market. The world-shattering near-term scenario is thus calling 

for a rapid change on the side of incumbent companies, Enel most of all. The new brand, therefore, takes on 

the revolutionary times and the imminent need to distinguish from competitors while giving people a 

reference point to identify with. The choice is all but accidental therefore: for instance, the colours orange 

and blue stand for energy and dynamism; following, the symbol is built on three basic familiar images, the 

Figure 4. Enel advertisement in the '80s: saving electricity is a must 



10 

 

sun, the tree and the roots. During the next two years, 1998-1999, then, Enel completely changes its 

organizational structure too, in line with what required by the decree: all the specific activities (as generation, 

production, transmission, distribution and retail) get reorganized into single societies, joint altogether under 

the wing of the group. In 1999, moreover, Enel Group is listed for the first time both in the Italian Stock 

Market, Borsa di Milano, and in the US Stock Market, NYSE: nowadays, the group is still listed in the Italian 

Stock Market while it has been delisted from NYSE since 2007 due to poor performances. 

 

Since its birth, the energy put by the company has been all the time extraordinary and far greater than what 

required by its initial mission. As a matter of fact, in 1985 it introduces in the market a new production and 

transmission control system, positioning as one of the most advanced in the World landscape. In the ‘90s 

Enel is considered as the second world utility, after Électricité de France. Finding its roots on numerous small 

electric companies (1,270) and on some research entities, since then Enel has fostered research and 

innovation, supporting and continuously enforcing the existing research centres, as Cesi, and founding even 

others, as Conphoebus (Catania, 1986), a relevant area of research in the field of electronic and energy 

technologies. The commitment towards innovation and progress does not stop there eventually. Enel, in 

fact, has been continuously looking for any kind of positive collaboration with whatever company and 

research institute in the international landscape, interested on energy and, in particular, on renewables and 

efficiency: just to give some examples, between the end of the ‘60s and the beginning of the ‘70s, the Italian 

company cooperates with international institutions such as Cigre and Unipede; during those same years, 

then, it starts also collaborating with the French Utility EDF and the German Utility RWE for the planning of 

the power plant in Creys-Malville; with the new century, next, within the mobility project, Enel works first 

with Daimler-Mercedes and now with Nissan. Above all, hence, what is eventually surprising and partially 

astonishing (if we think about it) is that a company, financed by the State and thus financially and 

jurisdictionally protected, monopolist at home and so extremely powerful by definition, has relentlessly 

cared about future and progress, understanding the priceless value of collaboration since the very beginning: 

it is not by chance, therefore, that between the end of the ‘60s and the beginning of the ‘70s Italy boasts the 

frontline position within the most important international energy collaborations. We are thus observing a 

company that has been open mind since its birth de facto: not only it has always looked at the future with 

curiosity, ambition and crave for success and innovation, but it has also gazed at the entire world in all its 

complexities. Not surprisingly, therefore, between the years 1997-1999 (indeed in response to market 

liberalization) Enel establishes together with France Télécom and Deutsche Telekom the telecommunication 

company Wind and enters the Italian hydro and gas markets. 
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Enel journey does not stop there, clearly. With the new century, the fil rouge between Enel and the national 

energy politics stops to exist. The market is ever more competitive and Enel needs to face it in order to 

survive. In 2002 it decides to exit the telecommunication and the hydro markets, refocusing on its core 

business, electricity and gas. The double-market exit is then counterbalanced by a new international strategy 

that sees the company expanding all over the World. Sixteen years after, Enel Group claims to be a global 

power business, present in over thirty 

countries across four continents, from 

Europe to Asia, North America, South 

America and Africa. With a net installed 

capacity of more than 89 GW, a global grid 

network extended for 1.9 million 

kilometres, more than 61 million final 

customers and a 47-per-cent electricity 

generation from zero-emission sources, 

the multinational utility boasts the role as «one of the most important players in the generation and 

distribution of energy and one of the leaders in the development of renewables». Thanks to its constant and 

relentless attention towards research and progress, it also claims the first place in the World with regard to 

smart meter technology, grid digitalization, price accuracy, supply reliability and data collection: as a matter 

of fact, in Italy and Iberia the company manages the most digitized grids in the World and has taken on the 

responsibility to lead the installation of smart grids and smart meters as well as the creation of smart cities 

in emerging markets. In 2015 Enel Group has been the sole utility company reaching the 5th position in 

Fortune Change the World list, after Vodafone and Safaricom, Google, Toyota and Walmart (in decreasing 

order of rank). While revenues in 2014 stand lower than the previous year by 3.7%, the first nine months of 

2015 estimate gross total revenues for € 55,998 million, signing an increase of 3.6% with respect to the 

corresponding 2014 period. Always with reference to those latest estimations, in Italy revenues add up to € 

28,430 million, recording an increase of 5.2% with respect to the previous year. Afterwards, the 2014 

decrease in EBITDA has been severer than revenues: -5.6% with respect to 2013 levels. Looking then at the 

first nine months of 2015, the positive trend is further confirmed by an increase of 4.9% with respect to the 

corresponding 2014 period. With regard to those first nine months of 2015, EBITDA amount to € 12,161 

million overall and to € 4,558 million in Italy: in this respect, Italy is the sole country where the Group shows 

a negative trend with respect to the previous year (-7.6%). 

 

In its home-country market Enel positions as an integrated player, claiming the leadership in the electricity 

market. In particular, it counts on 31 GW installed capacity of which 3 GW are given by renewable sources. 

It operates in the market at different stages of the energy value chain by means of separate companies. Enel 

Figure 5. Enel Group in the World, 2016 
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Green Power S.p.A. develops and manages energy generation from renewable sources, throughout 16 

countries across the four continents, where Italy hosts half of the plants for a total installed capacity of 3,120 

MW: within geothermal power generation, the company is the leader in Italy and a global benchmark in the 

World. e-distribuzione manages almost the whole national power grid and stands as an active player in the 

market of Internet of Things, working hard for the development of sustainable and reliable smart grids and 

mobility grids. Enel Sole manages public and artistic lightening and fosters and supports the development of 

the next smart cities abroad and at home, counting, within the national field, on 4 thousand municipalities 

and a final portfolio of about 2 million light points: in Italy the company boasts the market leadership. Enel 

Factor1 offers a factoring assistance and other additional and dedicated financial services to Enel Group’s 

national and international suppliers. Enel Servizio Elettrico S.p.A. plays as leader in the Regulated Market. 

Enel Energia S.p.A. plays in the Free Market, offering to consumers gas and electricity supplies and additional 

services: the company is the leader in the electric retail market and the third major player in the gas retail 

market. 

 

On June 20th 2016 Enel has received a special mention within the contest of Digital Growth Award, led by 

Accenture and Sole24Ore Group, with reference to its Energy Efficiency project. In particular, the project 

entails a new business model within the household energy retail market: the next Customer has access to 

ad-hoc tailored, all-inclusive offers while enjoying a personalized and unique journey throughout an 

integrated, well-balanced and flexible Omni-channel network. On June 27th 2016 Enel has shown in Milan, 

at Triennale di Milano the new Open meter or, otherwise said, the meter 2.0, that is installing in 32 million 

houses and companies at the beginning of the coming Autumn. The instrument has been realized to finally 

and actually enable the envisaged smart home reality: above all, the meter leads to a faster and real-time 

supply, the overcome of strict and pre-determined time slots and the availability of data (gathered every 

fifteen minutes) on consumers’ energy behaviours. Always in June, furthermore, on the 20th, Enel has signed 

with Nissan and Mercedes-Benz the birth of the first limited edition, utility-branded, 100% electric vehicles 

in the World. «With the launch of Enel Edition Mercedes-Benz B-Class Electric Drive and Nissan LEAF 100% 

electric we become the first utility in the World signing agreements with automotive companies for the 

development of a limited edition electric vehicle» has stated N. Lanzetta, Enel’s Head of Market Italy, 

announcing the signed agreement of Enel Group with Mercedes-Benz and Nissan. Giving proof of its 

traditional ambitious and ever stronger openness and attention towards progress and opportunities, in 

December 2015 Enel Group has founded Enel OpEn Fiber S.p.A. The company, in particular, pursues the 

                                                           

1 Enel Factor is on sale since the second half of June 2016. The last news states that there are already 4 to 5 offers for 

the acquisition of the company. 
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mission to build and manage a national high-speed fiber-optic broadband network taking advantage of both 

Group’s knowledge and experience gained from power grid and Group’s power grid itself as the 

infrastructure alongside which delivering the broadband network. A project, therefore, that sees the Group 

as the next hub of an extended and diversified platform where collaboration among whatever players and 

even competitors is highly encouraged and multiple benefits are guaranteed for anyone involved, from 

telecommunication companies as Vodafone, down through utilities, to any other society needing a reliable, 

fast and continuous access to the Internet and to Data (as it is ever more the rule today) and any single 

individual user as well. Hence, with the beginning of the new year, Enel has signed the very first letter of 

intent with Wind and Vodafone defining a strategic and business partnership for the development of the 

national high-speed fiber-optic broadband network. 

 

All those latest events eventually follow a much bigger and overwhelming happening: on January 26th 2016 

Enel has deeply changed its brand and restated its identity, values, mission and strategy. The familiar very 

well-known pictogram has been definitely removed. The colours and the character have been replaced as 

well. As clearly stated by and large throughout the whole chapter External context evolution, Italy and the 

entire World are changing: there is an imperative call for change in any matter, for posing a definite end to 

the past and to all wrong decisions and actions made. So does Enel in front of Italy and in front of the World. 

The new brand, therefore, takes on all the revolutionary power breathing the World: instead of the sun and 

the tree, the cursor is identified as the symbol of the new identity of the Group. Simple, linear and white, 

the cursor is seen as the source of energy, the filament 

within a light bulb. Its basic form shapes any single letter of 

the company name while its apparent neutral colour gives 

birth to other eight different and brilliant colours: from a 

simple and seemingly stupid rectangle, then, everything 

takes its shape, everything can be eventually realized. Furthermore, the cursor establishes a direct and 

straightforward link with the digital world, consequently suggesting the idea that whatever is created with 

that rectangle is digital by nature. Similarly, every colour in the World seems to generate from white: if we 

think about it just a while, the white light is actually the result of «the 

combination of lights of different wavelengths in the electromagnetic 

spectrum». In the end, therefore, wholly included in one single, simple, 

white rectangle, that is the new brand of Enel Group: colourful and 

continuously moving and transforming ahead of times and progress; open 

to the future, to any form of the World; powerful, generated from the  

relentless flow of energy, in any of its shape and colour.   

Figure 6. Enel Group new brand: the cursor 

Figure 7. A colourful and continuously 
moving cursor 
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4 EXTERNAL CONTEXT EVOLUTION 

 

4.1 THE WIND OF CHANGES IN PRESENT TIMES 
 

There is no doubt. Things are changing and the Earth is crying out it from every of its parts. Revolution has 

actually started. Rules are getting broken down. 

Climate changes are happening. It is no more a call for attention for the future, it is an urgency and it is now. 

Just few data to outline a scenario indeed abundantly well known. As reported by NASA, carbon dioxide 

levels in the air are at their highest in 650,000 years; since 1980 global surface temperature has got 

unrelentingly higher and higher, ranking the 2015 as the warmest year over 134-years record; since 2002 

Antarctica and Greenland have been losing respectively 134 billion metric tons of ice per year and 287 billion 

metric tons per year, both starting to decline only in 2008, after six years of decreasing positive rate of 

growth; since 1998 global average sea level has inexorably increased, recording an average rate of change 

of 3.42 mm per year over the last 23 years. And then? Then seasons are changing, climate disasters are 

intensifying both in strength and in frequency all over the World inevitably putting the Earth future at risk. 

 

So the World is rising up against the Man. And what about Him? Is he still the Hobbes’s homini lupus? 

Probably yes, probably he will always remain a wolf inside himself. Anyhow something has happened. Since 

the origins, the Man has always been working hard and relentlessly to overcome whichever limit He has been 

facing, from natural and structural ones to pure rational ones. Ulises and Icarus have never stopped to reside 

inside Himself and breathe Him. 

 

«fatti non foste a viver come bruti, 

ma per seguir virtute e canoscenza» 

D. Alighieri, La divina Commedia, Inferno canto XXVI, vv. 116-120 

 

And that eventually reconciles with Hobbes’ homo homini lupus according to which the Man, without the 

Intellect, would fight inexorably to gain the supremacy over everyone and everything, not accepting, by His 

nature, any limit upon himself. Hence, we have years of history, myths, literature and philosophy on the 

shoulders that prove such human natural inclination. What is more, over the centuries the Man has 

overcome so many limits that probably His hunger of overcoming has got bigger and bigger to the point that 
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He has lost sight of hidden risks. Particularly since the Second Industrial Revolution, in fact, that race against 

the limit has got strengthened and faster as far as technologies have improved and outperformed what 

seemed to be just a dream (think about countries’ electrification rather than the Internet diffusion or the 

ideation of computers first and PCs later). And as we all well know, the path of innovation has got steeper 

and faster than ever: it seemed that nothing could have ever stopped that crescendo. Meanwhile, fed by 

those successes, as it is His nature, Individualization has prevailed and the Man has got back to His own 

celebration, in some way as during the Renaissance. Hence, nothing new, as Giambattista Vico would say, 

the story repeats throughout its course and recourse. But given this cycling going of history, with respect to 

the Renaissance, technologies and thus opportunities and obviously risks are completely different in the 

present times – above all, indeed these are much more disruptive in space, time and strength. And in fact 

here we are. The Man has eventually crashed against Himself and His hunger of overcoming and supremacy. 

He finds Himself living on a land that, as we have already touched upon, has reached a point of no return 

and whose future is hardly certain or long lasting. He has not been able to manage with what He had: so He 

has ended up buying whatever, needed or not, and always more, without paying caution to wastefulness or 

scarcity. And almost anyone throughout the industrialized countries has behaved in that way. Anyone has 

been concentrated on his-self, on his own needs and wills. So we can say that it has emerged a Me-Economy 

where companies has raced up, each one against the other, to be the first and the best serving any bizarre 

demand. No cooperation, only competition and only operational effectiveness. And thus, given on one side 

companies striving to be whatever most and people working hard to overcome whichever limit, Globalization 

has been the result and the struggle for one-self celebration has turned into a complete alienation of 

individuals. The Wolf has become predator and prey of his-self. Hence, if the sense of loss and the lack of 

identification caused by Globalization were not enough (what Miano describes as «uncertainty fostered by 

the contemporary triumph of amnesia»), last but not least the global financial crisis in 2007 has been 

definitely the crowning moment of this whole journey, leaving then the Man alone and with nothing on hand 

but the profound economic, social and geographical injuries he has caused for years before. So now, going 

back to G. Vico and Hobbes, as history has reached its downturn, it is time to start to climb up again; 

additionally, as far as the Man is made of both impulse and reason, given the failure of individualization and 

egoism, He knows it need change the rules. By the time, we do not know if the undergone direction is the 

correct one, anyhow the evidences from the World show that rules are eventually changing. For instance, 

there is an incomparable refocus over the substance and real importance of things, from the Earth to human 

needs. Earth has gained the first place among all national and global discussions. Coopetition and 

collaboration have displaced competition, both among companies and people. Share value has 

outperformed economic profit. Basic and solid values and needs have replaced appearance and passing 

fancies. Usefulness has stepped into the shoes of ownership. The We-Economy has unseated the Me-

Economy. 
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Hence, generally speaking, this is the journey at least all the major industrialized countries have had since 

the Second Industrial Revolution. Throughout the following pages it will be analysed the main Global and 

Italian trends that are characterizing the present times and shaping, at least in part, the future. As we have 

just touched upon, these trends are definitely astonishing and overpowering: they completely break down 

the common rules we are used to deal with, settling a point of no return. That is why, therefore, I have 

chosen to give a brief and rapid excursus of what has happened since the Second Industrial Revolution. 
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4.2 THE EARTH, THE MAJOR DRIVER OF PRESENT CHANGES 
 

As we have just outlined, the Earth needs saving right now. The reason? The relentless and human-induced 

increase of temperatures has been completely destroying the natural environmental equilibrium up to the 

point that the Earth future itself is put at risk. 

All agree that this extraordinary global warming is primarily due to anthropogenic greenhouse gas (GHG) 

emissions. 

 

Data shows that since 1980 it has been recorded an inexorable crescendo of the global surface temperatures 

with respect to 1951-1980 average temperatures. Over this period, the rate of change has relentlessly 

increased as well, reaching the highest rate of change, 0.87°C, in 2015 (as already mentioned, the warmest 

year over 134-years of analysis). According to IPCC, the period from 1983 to 2012 «was likely the warmest 

30-year period of the last 1,400 years in the Northern Hemisphere, where such assessment is possible». 

Accordingly, NASA states that the current rate of change of average temperatures is unmatched in the past 

1,300 years.  

 

From these abnormal high temperatures it unleashes the increase of average sea levels, the heating up of 

oceans, the shrinkage of ice sheets, the melting of glaciers and, last but not least, the decline of Arctic sea 

ice. Just few data about these events. 

 

Figure 8. Global Warming Average Changes 1880-2015 (NASA – Global Climate Change) 
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Warming Oceans. As it is widely well known, oceans count for 70% of the Earth surface. Among other things, 

oceans play an important role at absorbing both excess heat and CO2 from the atmosphere. In particular, as 

NASA claims, over the past 40 years Earth oceans have been able to soak up and hold 84% of heat from 

Global Warming. The consequences, then, are severe: not only the sea ice get melted but also the entire 

ocean and marine ecosystem has to adapt or dies.  

 

 

Land ice and ice sheets. All over the World, glaciers are retrieving and, according to NASA, the retrieve is of 

about 400 billion ton per year since 1994. The Figures from 10 to 12 give a direct idea of the magnitude of 

the phenomenon. The consequences, therefore, are numerous and among them it must be outlined the Sea 

Level increase and the loss of fresh water reserve. 

 

As glaciers, even ice sheets are reducing in mass. According to NASA, the average rate of change per year is 

equal to -134.0 billion metric tons per year in Antarctica and equal to -287.0 billion metric tons per year in 

Greenland – both indicators referring to 2002 starting levels. A study led by NASA on Antarctic states that 

oceans warming is the primary cause of this melting. In detail, it is estimated that of the whole Antarctic ice 

shelves mass loss over the years 2003-2008 55% was due to increased ocean temperatures. Antarctic with 

its enormous ice sheets constitutes 60% of the World’s fresh water reserve: if it get melted faster than ice 

recovering, which fresh water reserves could we count on? Do not disregard the other effects led by this 

melting, such as the inevitable change in ocean circulation. 

 

Figure 9. Global Land-Ocean Temperature Index (NASA) 
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Figure 10. Himalaya, Ama Dablam (NASA) 

 

Figure 11. Africa Rift Zone, Kilimanjaro Glacier (NASA) 

 

Figure 12. Alaska Range, Muir Glacier (NASA) 

 

 

Sea Levels. Hence, as we have just outlined above, the heating up of oceans, on one side, and the melting of 

land ice, on the other side, both due to the Global Warming, eventually increase Global Sea Levels. What is 

more, as it can be observed an increasing rate of change in global warming, the same holds true about the 

average Global Sea Level rate of change. January 2016 records an increase of 74.48 mm since 1993 and a 

rate of change of 3.42 mm/year. 
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Arctic Sea Ice. Even the Arctic Sea Ice is steeply diminishing, inevitably damaging the World ecosystem, from 

ocean circulation to climate temperatures and winds. NASA claims a decreasing trend in the Sea Ice 

Minimum Level with a rate of change equal to -13.4% per decade. In 2012 the Arctic Sea Ice has reached its 

historical minimum, 3.62 million square km, since 1980; in 2015 it has recovered up to 4.63 million square 

km.  

 

 

 

 

 

 

 

 

 

 

 

 

Figure 13. Global Sea Level average change (NASA) 

Figure 14. Arctic Sea Ice Minimum - Average September extent (NASA) 

Figure 15. Arctic Sea Ice Minimum Extensions - from 1979 to 2015 (NASA) 
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Now that we have roughly sketch out what is happening to our Earth, let me briefly introduce the main and 

generally accepted cause to this unprecedented Global Warming, that is greenhouses gas (GHG) emissions.  

 

Technically speaking, greenhouse gases are those gases that trap heat in the atmosphere. Actually, they are 

natural components of the atmosphere, representing a key factor to the life-bearing feature of the Earth. 

Therefore, the problem with these gases stems from the changed weights they have gained in the 

environmental balance over the last century and, most of all, over the last decades. The origin of that 

phenomenon? The Man. It is widely accepted that the Man and his activities have been the first and indeed 

the foremost causes to the intensification of greenhouse gases. According to IPCC, the current levels of 

concentration of those gases sets unmatched in at least the last 800,000 years and the probability that 

human activities have caused Global Warming over the past 50 years is more than 90%. 

 

To give a full picture, the main greenhouse gases are Carbon dioxide (CO2), Methane (CH4), Nitrous Oxide 

(N2O) and Fluorinated gases (F-gases). 

Figure 16. Contributions to observed surface temperature change over the period 1951-2010 (IPCC 2014) 
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Carbon dioxide (CO2) counts for 76% of global greenhouse gas 

emissions. We usually meet it when studying photosynthesis, 

one of the most natural process essentially. Nevertheless, at 

the same time, it is also the major responsible to Global 

Warming. As far as it is able to last in the atmosphere even for 

centuries, its effects compound year over year. CO2 derives 

from land usages (about 14%) such as deforestation, land 

clearing for agriculture, degradation of soils, but also, and 

much more importantly, from fossil fuels combustion and 

industrial processes (about 86%). What is further relevant is 

that, of the total amount of CO2 produced, the atmosphere 

absorbs less than 100% as long as it is estimated that 30% is wrapped up by oceans, eventually altering their 

ph-index. 

With regard to the other gases, instead, in the global scenario Methane counts for 16%, Nitrous Oxide 6% 

and F-gases 2%. While N2O and CH4 emissions are mainly due to agriculture activities and secondarily to 

biomass burning, F-gases are largely due to industrial processes. 

 

According to IPCC, over the last 50 years 

anthropogenic GHG emissions have 

relentlessly increased at an unparalleled 

path, with Electricity and Heat Production 

representing in 2010 the largest source. 

The year 2010 places then the Industry 

sector at the third place, responsible for 

21% of global anthropogenic GHG 

emissions: foremost because of on-site 

fossil fuel-burning activity to generate the 

required energy. Forth in position comes 

Transportation with 14% of global GHG 

emissions, primarily due, as well, to the fossil fuel burning activity for energy generation (it is estimated that 

worldwide 95% of this energy comes from petroleum-based fuels). Hence, Energy is ultimately the leading 

responsible to global GHG emissions: according to IEA estimates, it counts for two-thirds of global 

anthropogenic GHG emissions. Moreover, as a matter of fact, evidences show that the increase of those 

emissions over the years 2000-2010 has been driven by energy supply for 47%. 

Figure 17. Global Greenhouse Gas Emissions by Gas 
(IPCC 2014) 

Figure 18. Total annual anthropogenic GHG emissions by gases 1970-2010 
(IPCC 2014) 
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From IEA analysis, the mix of energy-related emissions is dominated by CO2 from fossil-fuel combustion for 

more than 90%, with the share of coal having increased in this segment from 38% to 44% since 2000. 

Eventually the main fact is that total primary energy demand is satisfied 80% by fossil fuels.  

 

Along the years 1990-2014, it has 

been recorded a more than 50% 

increase in energy-related CO2 

emissions: starting from a 1.2% 

rate of increase in 1990, the 

average annual rate has raised to 

2.3% since 2000, foremost driven 

by the power generation sector in 

Non-OECD countries (in particular, 

China and, today, India). It is 

generally agreed that the 

extraordinary increase of CO2 

emissions in Asia and Middle East 

has been due to the late industrial 

boom of those countries, led with 

old, high-carbon intensive 

technologies. It is interesting to 

notice that in 2012 just three 

Figure 19. GHG emissions by Economic Sector - 2010 (IPCC 
2014) 

Figure 20. Global anthropogenic energy-related GHG emissions by 
type (IEA, “WEO Special Report 2015”) 

Figure 21. Global energy-related CO2 emissions by sector 

Figure 22. Energy-related CO2 emissions by selected region 
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countries, that is China, United States and India, contribute to half of global CO2 emissions from fossil fuel 

combustion; ten countries (China, United States, India, Russia, Japan, Germany, Korea, Canada, Iran and 

Saudi Arabia) represent about two-thirds. Indeed, the analysis needs integrated with a view over CO2 

emissions per capita and per GDP. As it is shown below, despite the increase in CO2 emissions, India, for 

instance, has maintained lower-than-OECD-average CO2 emissions per capita: in 2014 it records 1.6 tonnes 

per capita, that is 10% of US level and 25% of China. Even China, with its outstanding amount of CO2 

emissions, has increased the per capita rate just up to the European level and still lower than OECD average. 

 

 

 

 

 

The very last data we have on hand 

highlights that, above all, something 

is getting changed: according to IEA, 

2015 total energy-related CO2 

emissions have confirmed the flat 

trend around 32.1 billion tonnes, 

started two years before. What is 

even more extraordinary and 

exciting then is that, for the first time in the recent history, such a phenomenon has been occurring without 

any parallel economic downturn (what instead it happened in 1980s, 1992 and 2009). Therefore, the 

suggestion coming from the World is that GHG emissions are ultimately decoupling from economic trends: 

from the International Monetary Fund estimates, the year 2014 recorded a 3.4% increase of global GDP and 

the year 2015 scored a 3.1% increase. Which have been the drivers to this stall, hence? IEA identifies 

renewables as the key factor. According to its analysis, in 2015 90% of new electricity generation has been 

given by renewables, with wind leading the scenario and accounting for nearly 50% of new electricity 

generation. Having a look at regional performances, China and the United States, the two largest CO2 

producers, have both decreased their emissions by 1.5% and 2%, respectively: in particular, the former has 

taken on an important plan of coal reduction in electricity generation, installing lower energy-intensive 

Figure 24. Global energy-related CO2 emissions (IEA 2016) 

Figure 23. Energy-related CO2 
emissions per capita and CO2 
intensity by selected region 
(IEA, “WEO Special Report 
2015”) 
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industries and relying on the government efforts; the latter, instead, has undertaken a shift in electricity 

generation from coal to natural gas. Opposite to this trend, most of Asian developing countries and the 

Middle East have instead increased their emissions, followed by Europe characterized by a more restrained 

growing path. 

 

Now that we have at least a rough idea of what is happening to our Earth, how and why, it is fairly easy to 

understand the value held by the latest global meeting COP21, held first in Paris (November 30th – December 

12th) and recently in New York (April 22nd) for the signature. 

April 22nd, New York, Paris Agreement have been approved by 175 Countries and as Ban Ki-moon, UN 

Secretary General at the UN General Assembly’s tribune in New York, spoke out «This is a historic day. This 

is by far the largest number of countries ever to sign an international agreement on a single day». And 

actually, it is not only that, as the French President Holland declared in Paris, it represents also «the first 

universal climate agreement in the history». All major nations have signed it: just to list some, the United 

States, Russia, China, the European Union and India. It is an agreement that has been able to bring countries 

over political and economic controversy. After all, hence, there seems to be some chance for our Earth: all 

nations have put together all their efforts and best intents to save the Earth, despite anything else; 

everything else has lost value in front of the urgency of the Earth. That is likely and hopefully the difference 

with the precedent Kyoto Protocol and the summit held in Copenhagen in 2009. Indeed that is the case, as 

far as this sense of urgency and cooperation finds concreteness and is actually put into action: in the end, 

that is what has been missing until now and what is expected to be done from now on. 

 

Paris Agreement, then, recalls most of the points already agreed on with Kyoto Protocol, but never really 

reached in the end, if not partially. As just hinted at, what was missing in Kyoto was a real commitment from 

all the parties, despite economics and politics, all of them working really together, without any way out, all 

putting into place their best efforts to reach the objectives. Maybe that behavioural change is largely and 

uniquely explained by the common global sense of lying on a point of no return, where tomorrow is not given 

as long as everything continues on this way. Perhaps, anyhow, the Man has finally realized that if He works 

hard not only for Himself but also for the Society as a whole, cooperating and competing when required, He 

creates more value, He creates share value, He creates His own value and Society’s value altogether, with 

no trade-off at all. As clearly stated by M. E. Porter through “Creating share value” (Harvard Business Review, 

January-February 2011) and during a speech at TED Talk (June 2013), enhancing Society’s value triggers, in 

the short- and, most of all, in the long-term, enlarged and new opportunities in the Market. Therefore, as far 

as single players enjoy a higher likelihood of sustaining and expanding their own single economic values in 



26 

 

the short and in the long-run (which is far more difficult and uncertain to achieve), they are the first to 

rationally foster Society’s value and, consequently, share value. This new economic view, hence, looks to be 

a never-ending, sustainable incremental loop of value creation, with no trade-off at stake: the solution 

actually sought for recovering from both economic and financial crisis and Earth and social emergency. 

Nevertheless, that is just a given explanation to what has been occurring with Paris Agreement, nothing 

more: let me say, anyhow, that if that is the case, as it is straightforward, we really have a chance that things 

will be put into action definitely and we will come back to such a situation never more. As a matter of fact, 

the French Minister of Foreign Affairs, L. Fabius, concluding the meeting in Paris recalled Nansen Mandela’s 

words: «None of us acting alone can achieve success. Success is within reach of all our hands working 

together». Last but not least, this agreement has been fostered even by Pope Francesco with his encyclical 

“Laudato Sì” by which, among other important statements as well, he has underlined the need for men to 

cooperate and work hard to save the Mankind, the Earth and the Society. 

 

Hence, the Paris Agreement has established that: 

 The global increase of temperatures must be kept under well below 2°C, possibly below 1.5°C. As a 

consequence, emissions have to start decreasing in 2020 

 It is a global agreement and thus legally binding 

 Objectives are reviewed every 5 years. In 2018 GHG emissions get the first cut down and the first 

control takes place in 2023 

 Starting in 2020, old-industrialized countries distribute 100 billion dollars per year in order to sustain 

the worldwide diffusion of green technologies and start the decarbonisation process of the 

economy. A new financial objective will be set in 2025. Private investors and private funds can 

contribute 

 Countries most exposed to climate changes receive financial aids to compensate possible financial 

climate-due losses 

 

Unquestionably, critiques and doubts have not left untouched the Agreement. The major question regards 

the concreteness lying behind those promises: how many of them will be actually put into action? How long 

will the greater social interest be perceived superior to the personal interest? How long will the share value 

be pursued instead of the economic value? Actually, the Agreement was born on some particular and short-

lived circumstances. First of all, the US President, Barack Obama, considered the “greenest American 

President” in the US history, will soon be replaced by elections: it is all but guaranteed that his successor will 
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pursue his reformation path or even maintain into action the reforms already carried out. Moreover, oil 

prices are getting down and thus there are doubts over the actual competitiveness of green technologies. 

Next, the very recent Volkswagen outrage as well as the very well-known International Emission Trading 

established by Kyoto Protocol increase mistrust of the claimed superiority of share value over economic (and 

selfish) value. What is more, as reported by Internazionale.it, scientists and ecologists are suspicious about 

some missing points of the Agreement, that is: 

 De facto, the actual commitment to the emissions reduction is postponed until 2018 

 It has not been fixed a time-table by which reaching the zero-emission target 

 As well, there is no schedule establishing the definite economy decarbonisation 

 It has been agreed on self-certified controls 

 As far as they connect countries, air and marine transports have been taken out of any consideration 

over emission reduction. 

 

In conclusion, George Monbiot declared to The Guardian, there are, above all, two key faults in this 

Agreement: 

 First, it has been come too late, twenty years later and now, as a result, the actual opportunities are 

dreadfully few 

 The major representatives have long discussed over the demand of fossil fuels but no question has 

been posed on the use of them and, in fact, as an example, with the Infrastructure Act 2015 the UK 

government has legally forced, with regard to its oil and gas, the maximum economic recovery. 
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4.3 THE EXTERNAL CONTEXT: HIGHLIGHTS 
 

Today more than ever, all over the World we are observing companies opening their minds to any possible 

source of inspiration, looking for innovation in any corner of the World, eventually overcoming any market 

barrier. As it is widely agreed, crises drive innovation and at that precise moment in time, as previously 

highlighted, this is something highly wanted. 

 

Indeed, innovation cannot come out without a well-grounded and deep understanding of macro-economic 

trends, Consumers’ expectations and needs and business-specific trends: in order to create their single and 

unique peaks, companies need know as much as possible any single element, even the most irrelevant one, 

actually operating within their market landscape. As stated within the chapter Internal and External fit in 

theory, external elements can influence and even shape actual internal activities interdependencies and 

what today seems the most insignificant element, tomorrow could turn the most strategic: nothing can be 

underrated hence. Therefore, understanding the external context as soon as possible and in the most correct 

way is key to building up the right internal and external fit so that to position on the highest possible peak 

now and, at the same time, be ready and able to move to new peaks whenever the external context changes. 

 

The following three chapters, then, separately discuss three major, highly interrelated areas of interest to 

Enel Energia S.p.A.’s market landscape analysis: macro-economic trends, Consumers’ expectations and 

needs and business-specific trends. Of course, the study of the external context can be broadened to other 

themes: the globalization and the dynamism characterizing present times tear down any conventional 

barrier and the space for investigation is thus unlimited. Nevertheless, the three identified macro-themes 

are expected to give at least a major picture of the actual market landscape in which the Italian Utility Retailer 

is currently playing and some hints of future developments. Further integrations could be added to each 

single chapter.  
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4.3.1 Economic Outlook 2016 

 

Globalization and the relentless knocking down of market barriers set the mandatory requirement to analyse 

Global and country-specific economic trends in parallel. In this way, it is expected first to get a better 

understanding of current country-specific trends and next to gain some additional anticipations about future 

country-specific developments. As it is plain, anyhow, a larger-scale analysis is undergone with respect to 

Italy, where the company is actually operating. 

 

4.3.1.1 World 

 

Population. According to The Population 

Division of the United Nations, in 2015 World 

Population2 is 7.3 billion, one billions more than 

the previous year. The major part of population 

lives in Asia (almost 60%) while approximately 

16% resides in Africa, 10% in Europe, 8% in Latin 

America and the Caribbean, 5% in North 

America and less than 1% in Oceania. If we go 

into detail, at the country level, China and India 

are the two countries with the highest rate of 

population in the World: respectively, 19% and 

18%, that is more than 1 billion of inhabitants. 

 

 

The World Population trend is then expected3 to increase up to 8.5 billion of people in 2030, 9.7 billion in 

2050 and 11.2 billion in 2100. Not surprisingly, the major role is played by Emerging market and developing 

countries. 

                                                           

2 All data referred to Population, current observation and future projections, take into account the migration 

phenomenon. 

3 All the estimates considered with regard Population are medium variant: it is assumed a decreasing fertility rate in 

countries characterized by large families and a slight increasing fertility rate in all the other countries; mortality rate is 

expected to decrease all over the World; international migration is estimated on the basis of a Normal distribution  

and, in particular, it is forecasted to remain steady over the years 2015-2050 and then to gradually decrease down to 

50% of its actual level by 2100. By definition, estimates hold some degree of uncertainty: according to UN Population 

Figure 25. World Population by Continents in 2015, thousands of 
people (United Nations, Population Division, Department of Economic 
and Social Affairs¸ “World Population Prospects: The 2015 Revision”, 
April 2016) 
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Figure 26. World Population Trend, 1950-2100 (United Nations, Population Division, Department of Economic and Social Affairs¸ 
“World Population Prospects: The 2015 Revision”, April 2016) 

 

 

 

With regard to Major advanced economies (G7), in 2015 they host 754 million of people, that is 10% of World 

Population. For the following years, next, estimates draw a slight increase in G7 Population up to 818 million 

in 2050 and 854 million in 2100, recording thus a reduction in the World contribution, down to 8.4% in 2050 

and 7.6% in 2100. Going deeper into the analysis, population is expected to decrease in Japan, Germany and 

Italy, while the most relevant increases are forecasted to occur in the United States first and, secondly, in 

Canada, thus driving the general expected increase of the group. As a result, while in 2015 the United States 

count for 43% of the G7 Population, predictions estimate for the year 2100 an increase of the US rate of 

contribution up to 53%. On the other side of the balance, then, with respect to the same years of reference, 

2015 and 2100, forecasts expect a shrink of the following contribution rates: Japan, from 17% down to 10%; 

Italy, from 8% down to 6%; Germany, from 11% down to 7%. 

 

  

                                                           

Division, short-to-medium term predictions are «virtually certain», while there is 23% chance that, later in the 

century, before 2100, population will stabilize or even fall. 
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Figure 27. Major advance economies (G7) Population trend, 1950-2100 (United Nations, Population Division, Department of Economic 
and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

 

 

Figure 28. Population in Major Advanced Economies by country, thousands of people (United Nations, Population Division, 
Department of Economic and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

Given all the predictions in absolute terms, the Global Population rate of growth is expected to sharply fall 

down, as likely already inferred. The decreasing trend is forecasted both in Emerging market and developing 

countries and in Advanced economies: nonetheless, the negative growth path depicted for the latter group 

is indeed frightfully. Within Advanced economies¸ the Euro Area is expected to undergo the severest growth 

path, falling from an average yearly rate growth of +0.17% over the years 2010-2015 down to -0.22% over 

the years 2050-2070 and then recovering up to -0.13% over the years 2090-2100.  
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Figure 29. World Population Growth Rate, 1950-2100 (United Nations, Population Division, Department of Economic and Social 
Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

As well as Advanced Economies, also Major Advanced Economies show a decreasing but smoother path 

within the Population Growth Rate. 

Within the G7 group, in detail, Japan, Italy and Germany are expected to experience a negative average 

yearly rate of growth from 2015 and forward. Japan’s negative trend, in particular, has already started, dating 

back to the years 2010-2015. Canada and US’s growth rates, instead, set well above the average, always 

positive, but still showing a downward sloping path. Estimates draw for Italy a decrease in the average yearly 

growth rate from +0.11% over the years 2010-2015 down to -0.21% over the years 2030-2050 and -0.38% 

over the years 2050-2070, and, following, a recover up to -0.13% over the years 2090-2100. 

 

Therefore, if estimates are correct, by the years 2015-2050 nine countries will contribute for half of the 

World population growth, that is India, Nigeria, Pakistan, Democratic Republic of the Congo, Ethiopia, United 

Republic of Tanzania, United States of America, Indonesia and Uganda. What is even more, there are 

expectations that by 2022 India will host the highest amount of population in the World, surpassing then 

China. Nigeria, further, is expected to overcome US by 2049. 
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Figure 30. Major Advanced Economies Population Growth Rate, 1950-2100 (United Nations, Population Division, Department of 
Economic and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

 

As far as estimations are based on a decreasing fertility rate and an increasing life expectancy, median and 

average ages are predicted to move upwards. As a result, globally speaking, people within 0-14-years-old are 

expected to fall from 26% in 2015 down to 21% in 2050 and 18% in 2100, while people older than 60-years-

old (next, over-60 age group4) are expected to increase from 12% in 2015 up to 22% in 2050 and 28% in 

2100. The decreasing trend in 0-14 age group is foreseen in Advanced economies as well as in Emerging 

market and developing economies, indeed with different paths: the former is expected to undergo a 

decrease in the percentage of 0-14 age group  from 17% in 2015 down to a stable 15% from 2050 and 

forward, counterbalanced  by an increase in the over-60 age group from 24% in 2015 up to 33% in 2050 and 

36% in 2100; the latter, instead, is predicted to experience a decrease in the 0-14 age group from 28% in 

2015 down to 22% in 2050 and 18% in 2100 and an increase in the over-60 group from 10% in 2015 up to 

20% in 2050 and 27% in 2100.  

                                                           

4 The over-60 age group entails two sub-groups, the “60+” and the “80+”. These two age-classes are defined by UN 

Population Division and, as it is straightforward, identify two different groups of people: the “60+” gathers all those 

over 60-year-old but under 80-year-old; the “80+”, instead, involves all those over-80-year-old. 
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Figure 31. World Population trend by Age, 1950-2100 (United Nations, Population Division, Department of Economic and Social 
Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

 

Major Advanced Economies are expected to replicate the same population age-mix trend as of Advanced 

economies. Within the group, then, in 2015 Japan and Germany equally show the lowest incidence rate of 0-

14 age group within their specific population age-mix (12.9%): differently from all the other countries (but 

Italy that stays constant on average), by 2100 there are expectations for an increase of the 0-14 age group 

incidence rate up to 13.4%, still confirming anyhow the lowest position in the group rank. On the opposite 

side, in 2015 the US record within their population age-mix the highest incidence rate of 0-14 age group, 

19%: still maintaining the highest position in the group rank, the rate is expected to drop to 16.3% by 2100. 

Accordingly, on a decreasing order, Japan, Italy and Germany are foreseen to show the highest incidence 

rates of the over-60 age group over the whole period 2015-2100. In particular, Japan’s over-60 incidence 

rate is forecasted to increase from 33.1% in 2015 up to 40.9% in 2100; Italy’s incidence rate, then, is predicted 

to increase from 28.6% in 2015 up to 39.9% in 2100; Germany’s incidence rate, ultimately, is expected to 

switch from 27.60% in 2015 up to 39.68% in 2100. The US, coherently, is guessed to keep the lowest over-

60 incidence rates for the whole period of analysis: in detail, forecasts show an increase of the rate from 

20.7% in 2015 up to 32.6% in 2100. 
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Figure 32. Emerging market and developing economies Population trend by Age, 1950-2100 (United Nations, Population Division, 
Department of Economic and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

 

 

Figure 33. Advanced Economies Population trend by Age, 1950-2100 (United Nations, Population Division, Department of Economic 
and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 
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Figure 34. Major Advanced Economies (G7) Population trend by Age, 1950-2100 (United Nations, Population Division, Department of 
Economic and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 

 

 

Given the growth path, another relevant aspect of Population is not only in which parts of the World it 

resides, but also where, whether in urban areas or in rural ones. Globally speaking, while in 1950 those living 

in urban areas counted for 29.6%, in 2015 they amount to 54.0% of total population. Always considering the 

two major sides of the World, Advanced Economies have experienced an increase in the urban population 

rate from 59.4% in 1950 up to 81.2% in 2015, while Emerging market and developing economies have 

increased their urban population rate from 19.8% in 1950 up to 49.4% in 2015. The trend for the following 

35 years is confirmed overall upward sloping: by 2050 the World is expected to record an urban population 

rate of 66.4%, with Advanced Economies enjoying a rate equal to 87.3% and Emerging market and developing 

economies enjoying a rate of 63.5%. Within Advanced Economies, then, by 2050, with an urban population 

rate of 84.9%, the Euro Area is expected to maintain the lowest position in the group rank: over the observed 

period (1950-2015), the area records an increase from an initial rate of 52.3% in 1950 up to 77.6% in 2015. 

With regard to Emerging market and developing economies, by 2050 Sub-Saharan Africa is foreseen to reach 

the lowest urban population rate (54.7%); Latin America and the Caribbean are instead guessed to reach the 

highest rate (86.2%). 
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Figure 35. World Urban Population trend, 1950-2100 (United Nations, Population Division, Department of Economic and Social 
Affairs, “World Urbanization Prospects 2014”) 

  

Since 1950 Major Advanced Economies have always ranked as the area with the highest concentration of 

urban population. As a proof of that, in 1950 the economic area holds 62.6% of population living in urban 

areas against the average Advanced Economies of 59.4% and the average World of 29.6%. In 2015 Major 

Advanced Economies record an urban population rate as large as 81.8% of total population and expectations 

for 2100 guess a rate of 87.7%, thus keeping the World leadership. Within the group, next, even though the 

United Kingdom holds the highest rate in 1950 (79.0% of population living in urban areas), in 2015 Japan 

boasts the first position, with 93.5% of its population living in urban areas, followed by the United Kingdom 

with 82.6% and Canada with 81.8%. Projections for the year 2100 place Japan first with 97.7%, followed then 

by the United Kingdom with 88.6% and Canada with 87.6%. Italy, instead, is expected to keep on with the 

last position: in 1950 urban population constitutes 54.1% of Italian population (second to last in the G7 rank, 

just before Japan with 53.4%); in 2015 the rate has risen to 69.0% (the lowest rate within the G7 group); 

ultimately, estimates calculate an increase of the rate up to 77.7% by 2050. 
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Middle East, North Africa, Afghanistan and Pakistan 30.128 76.241 179.612 319.632 363.054 407.821 453.315 498.920 591.632 681.975

Sub-Saharan Africa 18.893 50.304 129.812 287.885 351.995 426.429 511.836 608.773 836.949 1.114.261

Other countries 46.075 84.945 119.036 119.969 120.125 119.989 119.215 118.215 116.206 113.562

(percentage of total population )

Country Group Name 1950 1970 1990 2010 2015 2020 2025 2030 2040 2050

World 29,6% 36,6% 42,9% 51,6% 54,0% 56,2% 58,2% 60,0% 63,2% 66,4%

Advanced economies 59,4% 69,9% 74,6% 80,1% 81,2% 82,3% 83,2% 84,1% 85,7% 87,3%

Euro Area 52,3% 62,8% 70,9% 76,3% 77,6% 78,8% 79,9% 81,0% 83,1% 84,9%

Major advanced economies (G7) 62,6% 72,4% 74,9% 80,6% 81,8% 82,9% 83,8% 84,7% 86,2% 87,7%

Other advanced economies (*) 48,3% 62,8% 76,7% 80,8% 81,5% 82,2% 82,9% 83,8% 85,6% 87,3%

Emerging market and developing economies 19,8% 27,6% 36,4% 46,7% 49,4% 52,0% 54,3% 56,4% 60,0% 63,5%

Commonwealth of Independent States 33,8% 48,9% 56,5% 54,2% 54,1% 54,4% 55,1% 56,3% 59,5% 62,9%

Emerging and developing Asia 13,7% 18,3% 26,5% 40,4% 44,2% 47,7% 50,7% 53,3% 57,6% 61,6%

Emerging and developing Europe 30,6% 44,7% 57,8% 64,0% 65,7% 67,4% 69,2% 71,0% 74,5% 77,6%

Latin America and the Caribbean 41,3% 57,1% 70,7% 78,5% 79,9% 81,1% 82,1% 83,1% 84,7% 86,2%

Middle East, North Africa, Afghanistan and Pakistan 22,3% 34,2% 44,8% 51,2% 53,1% 54,8% 56,6% 58,5% 62,3% 66,2%

Sub-Saharan Africa 10,7% 18,1% 27,0% 35,2% 37,7% 40,3% 42,8% 45,3% 50,0% 54,7%

Other countries 42,6% 59,6% 72,0% 73,2% 73,8% 74,6% 75,5% 76,6% 78,9% 81,2%

(*) Advanced economies excluding G7 and euro area
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Figure 36. Major Advanced Economies (G7) Urban Population trend, 1950-2100 (United Nations, Population Division, Department 
of Economic and Social Affairs, “World Urbanization Prospects 2014”) 

 

There is no doubt: whether urbanization is an economic phenomenon or rather a demographic one, above 

all it is a source of exceptional opportunities. Urbanization first of all unlocks connectivity: people are finally 

brought together, one closer to the other; communication is then fostered and enhanced; people can 

concretely share now, they share ideas, feelings, emotions and needs; they share also activities so that it can 

be generally observed an important shift from agriculture-driven economies toward industrial and service-

driven economies. The living quality can really change into something definitely better, in the end. Health as 

well can improve so that mortality rate can decrease consequently. If thought strategically and consciously, 

urbanization is nothing all but a source of economies of scale: health, water, electricity, education, 

communication, anything can get better because of gained efficiency and effectiveness. As long as people 

share, they also influence one with the other and a new culture can emerge. But everything, indeed, holds 

only under a great if: if urbanization is thought strategically and consciously. As anything in the world, 

opportunities cannot come without risks and, with regard to urbanization, the risk lies in the way urban areas 

are built up: if they rise rapidly and chaotically without any planning, lack of sustainability is almost 

guaranteed. To be environmentally and economically sustainable and efficient, the underline structure need 

first thought, planned and then built up: roads, water and energy infrastructures, communication lines, all 

of them need a clear planning to be efficient and effective. If that fails to happen, pollution, inefficiencies, 

(thousands of people )

Country Group Name 1950 1970 1990 2010 2015 2020 2025 2030 2040 2050

Major advanced economies (G7) 289.405 415.760 490.951 598.131 622.026 643.329 662.350 679.413 707.434 730.602

Canada 8.372 16.216 21.181 27.621 29.353 31.111 32.756 34.304 37.058 39.616

France 23.104 36.028 42.098 49.538 51.674 53.688 55.548 57.332 60.511 63.174

Germany 47.728 57.304 58.851 61.675 62.170 62.530 62.654 62.538 61.756 60.220

Italy 25.086 34.273 37.922 41.344 42.166 42.853 43.459 44.123 45.561 46.640

Japan 43.896 74.542 94.546 115.282 118.572 119.444 118.715 116.918 111.532 105.784

United Kingdom 39.977 42.912 44.708 50.461 52.730 54.945 56.996 58.842 61.978 64.830

United States of America 101.242 154.485 191.645 252.210 265.361 278.758 292.222 305.356 329.038 350.338

(percentage of total population )

Country Group Name 1950 1970 1990 2010 2015 2020 2025 2030 2040 2050

Major advanced economies (G7) 62,6% 72,4% 74,9% 80,6% 81,8% 82,9% 83,8% 84,7% 86,2% 87,7%

Canada 60,9% 75,7% 76,6% 80,9% 81,8% 82,7% 83,6% 84,5% 86,1% 87,6%

France 55,2% 71,1% 74,1% 78,3% 79,5% 80,6% 81,7% 82,7% 84,6% 86,3%

Germany 68,1% 72,3% 73,1% 74,3% 75,3% 76,4% 77,5% 78,6% 80,9% 83,0%

Italy 54,1% 64,3% 66,7% 68,3% 69,0% 69,8% 70,9% 72,1% 74,9% 77,7%

Japan 53,4% 71,9% 77,3% 90,5% 93,5% 95,3% 96,3% 96,9% 97,4% 97,7%

United Kingdom 79,0% 77,1% 78,1% 81,3% 82,6% 83,8% 84,8% 85,7% 87,3% 88,6%

United States of America 64,2% 73,6% 75,3% 80,8% 81,6% 82,5% 83,3% 84,2% 85,9% 87,4%

Projections
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environmental hazards, health risks and severe social and economic inequalities are highly likely to occur, 

leading to the disruption of the good urbanization. We could not have globalization, in all its positive 

implications, without urbanization. Hence, urbanization is the key to share, to connect people and keep them 

improving and increasing their abilities and knowledge. There is no disagreement about that. Urbanization 

is the solution to a better World, but it must be planned thoughtfully and responsibly.  

 

«Trends in urbanization are integrally linked to sustainable development. With good planning and 

governance, the increasing concentration of people in urban settlements can facilitate economic and social 

development, while also offering opportunities to mitigate the adverse impact of consumption and 

production on the environment. However, rapid and unplanned urban growth threatens sustainable 

development when the necessary infrastructure is not developed or when policies are not implemented to 

protect the environment and ensure that the benefits of city life are equitably shared.» 

United Nations, Population Division, Department of Economic and Social Affairs, “World Urbanization 

Prospects: The 2014 Revision” 

 

 

Gross Domestic Product. The global recovery started in 2010, after the financial crisis in 2007, is still going 

on but with significant difficulties and at an ever-slowing path, as claimed by the International Monetary 

Fund in the World Economic Outlook released in April 2016. With respect to what forecasted in January 2016, 

in April IMF has cut global growth projections by 0.2 percentage points. Still there are optimistic expectations 

for the coming 2017 and for the following years but the weakened growth observed toward the end of 2015 

against forecasts has increased uncertainty and the risk for stagnation as well. Emerging and developing 

economies continue to lead the growth path with a projected increase in GDP by 4.1% in 2016 and 4.6% in 

2017. Notwithstanding, the actual realities among those countries are even and uncertain and there are 

widespread signs of deceleration. Brazil and Russia look trapped in a deep recession, much more severely 

than expected. The Asian countries, instead, still play the major role in the growth path of Emerging and 

developing economies with an expected increase in GDP by 6.40% in 2016: however, against any forecast, 

even their trend is all but upward sloping. Among all, China is a source of major concerns: as a matter of fact, 

the country is dealing with a more flat path than initially estimated and meanwhile it is showing difficulties 

in some emerging markets as highlighted by the pricing fall in commodities. Thereafter, Advanced economies 

are not likely to promise any kind of acceleration in the growth path: according to IMF, they are still struggling 

to deal with the financial crisis. In detail, as analysed by Istat throughout the latest “Rapporto Annuale 2016. 

La situazione del Paese” (May, 2016), the Economic and Monetary Union (EMU) recorded a 1.6% increase in 
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GDP in 2015 up from 0.9% in 2014. The positive trend was driven by public and private consumptions, while 

the deceleration in the second half of the year was mainly led by the stagnation of investments and the 

negative sign in net exports. 

 

By comparing Major advanced economies, Japan and Italy are those facing the most significant difficulties at 

recouping a positive trend in GDP growth. Anyhow, it cannot be avoided to mention that even the United 

States trend, despite the highest rates, has been corrected downward with respect to January estimations 

because of the combined decrease in oil prices and dollar strengthening. 

 

Figure 37. World GDP growth rate at constant prices, 2007-2021 (International Monetary Fund, World Economic Outlook Database, 
April 2016) 
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(yearly percentage change rate)

Country Group Name 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

World 5,65 3,02 -0,05 5,41 4,22 3,46 3,28 3,41 3,09 3,16 3,54 3,64 3,75 3,80 3,86

Advanced economies 2,76 0,16 -3,41 3,08 1,73 1,20 1,16 1,83 1,88 1,86 1,97 1,97 1,92 1,85 1,85

Euro area 3,05 0,47 -4,54 2,06 1,60 -0,88 -0,30 0,89 1,64 1,51 1,63 1,56 1,57 1,54 1,49

Major advanced economies (G7) 2,11 -0,25 -3,77 2,84 1,61 1,40 1,17 1,70 1,79 1,78 1,86 1,84 1,77 1,67 1,67

Other advanced economies (*) 5,07 1,69 -0,93 5,91 3,38 2,12 2,29 2,78 1,97 2,08 2,42 2,56 2,63 2,62 2,66

Emerging market and developing economies 8,57 5,76 2,97 7,42 6,29 5,27 4,91 4,60 3,98 4,10 4,64 4,79 4,97 5,05 5,12

Commonwealth of Independent States 9,02 5,34 -6,38 4,64 4,80 3,52 2,11 1,08 -2,85 -1,05 1,26 1,62 2,06 2,23 2,37

Emerging and developing Asia 11,20 7,23 7,50 9,64 7,83 6,92 6,91 6,76 6,59 6,40 6,32 6,26 6,32 6,34 6,37

Emerging and developing Europe 5,49 3,10 -2,99 4,72 5,42 1,20 2,82 2,79 3,52 3,51 3,33 3,33 3,33 3,35 3,35

Latin America and the Caribbean 5,77 3,91 -1,25 6,05 4,88 3,17 2,98 1,30 -0,08 -0,47 1,51 2,14 2,61 2,72 2,77

Middle East, North Africa, Afghanistan, and Pakistan 5,61 4,84 1,51 4,92 4,47 5,01 2,30 2,75 2,54 3,11 3,45 3,57 3,78 3,92 3,82

Sub-Saharan Africa 7,57 6,04 4,04 6,64 4,96 4,30 5,21 5,05 3,37 3,00 3,99 4,41 4,55 4,54 4,97

(*) Advanced economies excluding G7 and euro area

Projections
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Figure 38. Major Advanced economies GDP growth rate at constant prices, 2007-2021 (International Monetary Fund, World Economic 
Outlook Database, April 2016) 

 

Primary energy sources prices. On July 2008 the fuel commodities market records the highest prices ever 

reached since 1992: the Fuel Energy Index is priced at 249.4 with the average Crude Oil traded at 132.55 US$ 

per barrel, Coal at 192.86 US$ per metric ton and average Natural Gas at 13.18 US$ per Million Metric British 

Thermal Unit. Nonetheless, the following months are characterized by a severe fall in prices, reaching the 

minimum rates on September 2009: the Fuel Energy Index trades at 124.74 with the average Crude Oil priced 

at 68.38 US$ per barrel, Coal at 72.47 US$ per metric ton and the average Natural Gas at 5.91 US$ per Million 

Metric British Thermal Unit. Then it follows a steady recovery until August 2011 after which prices seem to 

definitely stabilize with the Energy Fuel Index at about 192.81, the average Crude Oil at 104.19 US$ per 

barrel, Coal at 96.89 US$ per metric ton and the average Natural Gas at 10.89 US$ per Million Metric British 

Thermal Unit. Nevertheless, September 2014 reminds that the market and the economic and political affairs 

are all but steady and relaxed: from that moment forward the fuel commodities prices start their downward 

sloping race again. On January 2016, a new minimum is reached, as it was on January 2004: the Energy Fuel 

Index trades at 60.61, the average Crude Oil at 29.92 US$ per barrel, Coal at 53.37 US$ per metric ton and 

the average Natural Gas at 5.27 US$ per Million Metric British Thermal Unit. On April 2016, then, the scenario 

is hardly changed: the Energy Fuel Index trades at 76.49, the average Crude Oil at 40.75 US$ per barrel, Coal 

at 54.83 US$ per metric ton and the average Natural Gas at 4.31 US$ per Million Metric British Thermal Unit. 

Projections released on February 2016 by IMF with regard to the next 6 years (from 2016 to 2021) forecast 

a weak increase only in Crude Oil: in particular, Crude Oil prices are expected to recover and upswing 2015 

levels by 2021. For what concerns Natural Gas, instead, expectations foresee a slightly flat pattern; for Coal, 

estimates wait for a relentless downward sloping trend. 

(yearly percentage change rate)

Country Group Name 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Major advanced economies (G7) 2,11 -0,25 -3,77 2,84 1,61 1,40 1,17 1,70 1,79 1,78 1,86 1,84 1,77 1,67 1,67

Canada 2,06 1,00 -2,95 3,08 3,14 1,75 2,22 2,47 1,18 1,45 1,91 2,06 2,02 2,00 2,00

France 2,36 0,20 -2,94 1,97 2,08 0,18 0,66 0,18 1,14 1,14 1,30 1,49 1,73 1,79 1,85

Germany 3,38 0,81 -5,57 3,95 3,72 0,61 0,41 1,58 1,45 1,46 1,62 1,36 1,34 1,27 1,21

Italy 1,47 -1,05 -5,48 1,69 0,58 -2,82 -1,75 -0,34 0,76 0,95 1,15 1,04 1,05 0,94 0,85

Japan 2,19 -1,04 -5,53 4,71 -0,45 1,74 1,36 -0,03 0,47 0,49 -0,06 0,36 0,70 0,70 0,66

United Kingdom 2,59 -0,47 -4,19 1,54 1,97 1,18 2,16 2,85 2,25 1,89 2,22 2,21 2,14 2,11 2,12

United States 1,78 -0,29 -2,78 2,53 1,60 2,22 1,49 2,43 2,43 2,40 2,50 2,38 2,13 1,96 1,98

Projections
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Figure 39. Fuel Commodities Prices trend by month (International Monetary Fund, April 2016) 

 

 

 

Figure 40. Medium-Term estimations for Fuel Commodities Prices (International Monetary Fund, February 2016) 

 

  

Fuel (Energy) Index, 2005 = 100, 

includes Crude oil (petroleum), 

Natural Gas, and Coal Price Indices

Crude Oil (petroleum), simple average of 

three spot prices; Dated Brent, West 

Texas Intermediate, and the Dubai 
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Coal, Australian thermal coal, 12,000- 
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2008 184,70 97,04 136,18 11,20

2009 116,80 61,78 76,98 6,76
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Primary energy consumptions. It is a matter of fact that energy is undeniably key to everyday life and to 

progress. As sap feeds plants, energy feeds human evolution. Urbanization and energy eventually go hand 

to hand: as already stated by and large, the former prepares the ground for innovation and progress while 

the latter gives it the required sap. Therefore, generally speaking, as far as population and urbanization are 

expected to grow up for the future, it is not out of the blue waiting for an increase in energy demand too. 

Meanwhile, we can observe that the last seven years (2007-2014) have been characterized by a general 

increase in energy consumption. As it can be rationally inferred, anyhow, the growth path has not come 

indistinguishably throughout the two major economic areas. While globally we can observe a compounded 

annual growth rate (CAGR) of 1.6%, the Advanced Economies have decreased at a compound annual growth 

rate of -0.7% and the Emerging market and developing economies have increased instead of 3.4%. Within 

the two groups, then, the Euro Area has recorded the severest drop in primary energy consumption (CAGR -

2.3%), while the Asia countries, within the Emerging market and developing economies, has signed the 

highest rate of increase (CAGR +4.9%). Despite the key role played by the Emerging market and developing 

economies in the World scenario (in 2014 they count for nearly 60% of global primary energy consumption), 

at per capita level, they consume much lower than Advanced Economies: in 2014, the World per capita 

primary energy consumption is 1.779 kilotons oil equivalent with Advanced Economies consuming 5.005 

kilotons oil equivalent per capita and the Emerging market and developing economies consuming 1.238 

kilotons oil equivalent. As it is plain, now the scenario is completely turned upside down. 

 

At this point, just for a while, go back to the analysis of primary energy consumption scenario in absolute 

terms. Within the Advanced Economies, Major Advanced Economies (G7) plays indeed the major role in 

terms of amount of consumption: overall, the G7 group has decreased over the years 2007-2014 at a 

compound annual rate of -0.8%. Within it, in 2014 the United States of America contribute for 58% to total 

primary energy consumption, starting from a contribution incidence of 56% in 2007. Over the period of 

analysis, the country has decreased energy consumption at a compound annual growth rate of -0.4%, well 

above the average group rate. The most severest decrease has been undergone by Italy with a compound 

annual growth rate of -2.8%, followed by the United Kingdom with a CAGR equal to -2.1% and by Japan 

(indeed affected by Fukushima nuclear disaster in 2011) with a CAGR equal to -2.0%. Canada, instead, has 

shown a definitely reverse path, growing over the period 2007-2014 at a compound annual growth rate of 

0.2%. 

If we then depart from economic categories, it can be identified five top countries by primary energy 

consumption, holding altogether more than half of global primary energy consumption: in decreasing order 

by total primary energy consumption, we have China, the United Stated, Russia, India and Japan. Overall, 

over the period of interest (2007-2014), the group’s primary energy consumption has increased at a 
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compound annual growth rate of 2.0%: in detail, the US, as already claimed, has decreased at a rate of -0.4%; 

Japan has decreased as well at -2.0%; India has signed the highest rate of increase, +6.1%, followed by China, 

+4.8%; Russia has instead kept on at a constant path. With respect to China, then, it is interesting to note 

that, after 2010, when the country’s total primary energy consumption increased by 5.2% with respect to 

the previous year, the upward sloping path seems to get slower: according to IEA, «The single largest energy 

demand growth story of recent decades is near its end». 

 

As we have long discussed upon throughout the chapter The Earth, the major driver of present changes, if 

energy is vital to human life and progress, it is also one of the major causes that are actually killing our World. 

In particular, to be much more précised, it is not energy per se that is causing climate changes and Earth 

disasters, rather the way and the sources used to make it, Coal and Crude Oil at first. Globally speaking, 

Crude Oil and Coal are the first two sources of energy generation (and, besides, probably we were not there 

discussing over Earth disasters and risks if the situation were not that similar). In 2014 Crude Oil counts for 

32.6% of total resources, down from a rate of 34.7% in 2007, and Coal counts for 30.0% up from 29.9% in 

2007. Supporting the increase in demand, in fact, Renewables5 first and Natural Gas then have recorded the 

highest increases, respectively CAGR +5.7% and CAGR +2.0%, contributing to total sources in 2014 9.3% the 

former (up from 7.0% in 2007) and 23.7% the latter (up from 23.1% in 2007). Nuclear, after Fukushima (as 

previously recalled), has gone through a significant decrease, moving form a compound annual rate of 

growth of +0.2% over the years 2007-2010 down to a CAGR of -2.2% over the years 2010-2014. Within 

Renewables, Solar and Wind have experience the highest increase with respectively CAGR +60.3% and CAGR 

+22.5%. In 2014, Hydro counts for 73.5% of Renewables (down from 86.6% in 2007), Solar amounts to 3.5% 

(up from 0.2% in 2007), Wind then adds up 13.4% (up from 4.8% in 2007) and, finally, Geothermal, Biomass 

and others contribute for the late 9.6% (up from 8.4% in 2007). By further comparing the two major 

economic areas, even though Advanced Economies record a lower compound annual growth rate in 

Renewables, +4.8% versus +6.5% undergone by Emerging market and developing economies, in 2014 the 

former eventually holds the highest share of Renewables within one’s specific energy source mix, 9.4% 

versus 9.1% in Emerging market and developing Economies. There are additional significant differences in 

the energy source mix between the two economic areas. Given Renewables, in 2014 Advanced Economies 

hold a portfolio made of Crude Oil for 38.8% (down from 40.4% in 2007, CAGR -1.5%), Natural Gas for 25.1% 

(up from 22.6%, CAGR + 0.8%), Coal for 18.8% (down from 20.9% in 2007, CAGR -2.2%) and Nuclear for 8.6% 

(down from 9.6%, CAGR -2.1%). With regard to Emerging market and developing economies, the 2014 

                                                           

5 By definition, renewable energy sources, shortly “renewables”, include also Nuclear. However, given the long and 

highly disputed querelle over the reliability and sustainability of that source, it is kept out of the group of renewables 

and analyzed independently. 



45 

 

portfolio, given Renewables, is made of Crude Oil for 28.9% (down from 29.6% in 2007, CAGR +3.0%), Coal 

for 37.6% (down from 37.9% in 2007, CAGR +3.3%), Natural Gas for 22.8% (down from 23.5% in 2007, CAGR 

+2.9%) and Nuclear 1.6% (nearly constant over the period 2007-2014, CAGR +3.5%). Even the Renewables 

mix is different between the two areas in 2014: Advanced Economies are characterized by 58.7% Hydro 

(down from 76.2% in 2007, CAGR +0.9%), 6.6% Solar (up from 0.4% in 2007, CAGR +55.5%), 20.8% Wind (up 

from 9.5% in 2007, CAGR +17.1%), 13.9% Geothermal, Biomass and others (nearly constant over the period 

2007-2014, CAGR +4.9%); Emerging market and developing economies holds instead a mix given by 83.8% 

Hydro (down from 94.8% in 2007, CAGR +4.6%), 1.4% Solar (a new source since 2010, CAGR +101.1%), 8.2% 

Wind (up from 1.0% in 2007, CAGR +43.0%) and 6.6% Geothermal, Biomass and others (up from 4.2% in 

2007, CAGR +13.7%). If we than look at the Top 5 Countries as a whole, in 2014 their energy source mix is 

made of Crude Oil for 26.7% (down from 29.3% in 2007, CAGR +0.7%), Coal for 42.4% (nearly constant over 

the period 2007-2014, CAGR +2.1%), Natural Gas for 19.5% (up from 18.9% in 2007, CAGR + 2.5%), Nuclear 

for 3.8% (down from 5.0% in 2007, CAGR -2.1%), Renewables for 7.6% (up from 4.7% in 2007, CAGR +9.1%). 

Within the World scenario, then, in 2014 the Top 5 weights 77.0% over global primary energy consumption 

from Coal (up from 74.5% in 2007), while it lies above an incidence of 44.5% with respect to global primary 

energy consumption from any other source. Within the group, following, 2014 energy sources portfolios look 

significantly different. China and India are driven by Coal, respectively 66.0% and 56.5%, and Crude Oil, 

respectively 17.5% and 28.3%. Completely different from the others stands Russia with 54.0% of its energy 

sources mix given by Natural Gas, 21.7% by Crude Oil and 12.5% by Coal. The US and Japan hold then the 

more balance situation, the former with a mix given by Crude Oil 36.4%, Natural Gas 30.2% and Coal 19.7%, 

and the latter with 43.2% Crude Oil, 22.2% Natural Gas and 27.7% Coal. Renewables then count for 9.9% in 

China, 5.4% in the US, 5.8% in Russia, 6.8% in India and 6.9% in Japan. Within Renewables, China and Russia 

are nearly completely driven by Hydro, respectively 81.9% and 99.7%; even India and Japan are largely driven 

by Hydro, respectively 68.0% and 63.0%, but with also another source leading the play, which is Wind in India 

(20.0% of Renewables) and Geothermal, Biomass and others in Japan (19.4%); the US are those with the 

most balanced Renewables mix, 47.6% Hydro, 33.5% Wind, 15.5% Geothermal, Biomass and other and 3.4% 

Solar.  

Besides pollution and climate catastrophes, there is also a problem of exhaustibility with regard to Crude Oil 

and Coal. According to BP’s estimate and in agree with IEA calculations, given proved reserves at the end of 

2014 and the production in the same year, assumed that 2014 data will stay constant for the future, Crude 

Oil reserves will last for nearly other 52.5 years, Natural Gas will last for other nearly 54 years and Coal will 

last for 110 years more. But recall, the global trend has been upward sloping until now, population is 

expected to increase as well (even though at a decreasing rate) and, most importantly, urbanization is 

expected to blow up. 
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Now, if we go back to our initial observations and we retake the point of view of per capita primary energy 

consumption, we can observe that the Top 5 Countries, as a whole, has far much lower rates with respect to 

the group of Major Advanced Economies (G7): in 2014, the former consumes 2.165 kilotons oil equivalent 

per capita while the latter consumes 5.292 kilotons per capita. As initially hinted at, in 2014 the World 

consumes overall 1.779 kilotons oil equivalent per capita, recording a compound annual growth rate of 

+0.4% over the period 2007-2014 (versus the recorded +1.6% CAGR in terms of absolute primary energy 

consumption). The opposite growth path is then confirmed between the two major economic areas: Advance 

Economies, with a higher rate of primary energy consumption per capita, highlights a negative path with a 

compound annual growth rate of -1.2%; Emerging market and developing economies confirm the positive 

trend with a compound annual growth rate of 2.0%. It is now interesting to note that, taking into account 

population growth, the effort from both economic groups to reduce energy consumption have been indeed 

significant. Within Major Advanced Economies (G7), following, the downward sloping path is confirmed and, 

given population growth, the efforts to further reduce energy consumptions as well. Italy maintains its first-

position (as the lowest within the group) in terms of both compound annual growth rate (-3.0%) and primary 

energy consumption per capita (2.491 ktoe per capita in 2014). The worst (i.e. the highest) rate of primary 

energy consumption per capita is still recorded by Canada (9.348 ktoe per capita): notwithstanding, the path 

over the period 2007-2014 is all but positive neither the worst within the group (CAGR -0.9%). The smoothest 

downward sloping path, in fact, has been undergone by Germany that has recorded a compound annual 

growth rate of -0.6%. 

Within the Top 5 group, finally, as already stated, the rate of consumption per capita do not look ever more 

as painfully as before, in absolute terms. Nonetheless, the upward sloping pattern is confirmed, even though 

at a lower compound annual growth rate, +1.2%. Within the group, the Unites States hold the highest rate 

of consumption per capita (7.196 ktoe) followed by Russia (4.755 ktoe), Japan (3.597 ktoe), China (2.170 

ktoe) and, last, India (0.492 ktoe). In every country, furthermore, the relative compound annual growth rates, 

calculated over the period 2007-2014, are lower than the ones observed with respect to absolute 

consumptions. However, it is interesting to note that the United States and India are those exhibiting the 

highest efforts at reducing primary energy consumption. 

Finally yet importantly, it is noteworthy the relationship undergoing between GDP and primary energy 

consumption. It is widely claimed that Advanced Economies are experiencing an important and first-time 

decoupling of the two variables: differently from the past, since 2011, while GDP has been slightly growing 

up, primary energy consumption has been relentlessly falling down. The same cannot be hold for Emerging 

market and developing economies, eventually. Nevertheless, the evidences from Advanced Economies let 

wait for a turning point that, not so later in time, will likely lead also the rest of the World. And if all of that 

is true, the market scenario for Utilities is unmistakably going to definitely change. 
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Figure 41. World Primary Energy Consumption, 2007-2014 (“BP Statistical Review of World Energy”, June 2015) 
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Country Group Name 2007 2008 2009 2010 2011 2012 2013 2014 CAGR

World 11.580,59 11.732,89 11.547,46 12.110,77 12.408,31 12.586,10 12.807,15 12.928,40 1,6%

Advanced economies 5.483,63 5.417,27 5.154,49 5.347,90 5.275,73 5.220,37 5.278,18 5.230,06 -0,7%
Euro area 487,32 481,62 457,79 470,05 452,21 441,01 431,46 415,45 -2,3%

Major advanced economies (G7) 4.207,22 4.145,81 3.917,39 4.064,18 3.993,25 3.937,43 4.006,47 3.972,81 -0,8%

Other advanced economies (*) 789,10 789,84 779,32 813,68 830,26 841,92 840,26 841,79 0,9%

Emerging market and developing economies 6.096,96 6.315,62 6.392,96 6.762,86 7.132,58 7.365,73 7.528,97 7.698,34 3,4%

Commonwealth of Independent States 978,22 987,48 910,89 950,77 992,06 995,86 979,05 960,77 -0,3%

Emerging and developing Asia 2.977,83 3.097,86 3.242,59 3.461,87 3.720,68 3.899,06 4.039,99 4.172,39 4,9%

Emerging and developing Europe 375,81 377,62 362,18 383,81 390,55 388,35 383,78 383,48 0,3%

Latin America and the Caribbean 756,50 773,74 770,34 804,48 840,87 854,14 876,46 884,11 2,3%

Middle East, North Africa, Afghanistan, and Pakistan 765,78 819,21 850,95 891,58 923,53 956,79 974,56 1.015,62 4,1%

Sub-Saharan Africa 242,82 259,70 256,02 270,36 264,89 271,52 275,13 281,96 2,2%

(*) Advanced economies excluding G7 and euro area

Figure 42. World Primary Energy Consumption 2014, tonnes oil equivalent per capita (“BP Statistical Review of World Energy”, June 
2015) 
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Figure 43. Major Advanced Economies (G7) Primary Energy Consumption, 2007-2014 (“BP Statistical Review of World Energy”, June 
2015) 

 

(Million tonnes oil equivalent)

Country Group Name 2007 2008 2009 2010 2011 2012 2013 2014 CAGR

Major advanced economies (G7) 4.207,22 4.145,81 3.917,39 4.064,18 3.993,25 3.937,43 4.006,47 3.972,81 -0,8%

Canada 327,42 326,75 311,25 315,88 328,49 327,22 334,32 332,67 0,2%
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Figure 44. Top 5 Countries Primary Energy Consumption, 2007-2014 (“BP Statistical Review of World Energy”, June 2015) 
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(Million tonnes oil equivalent)

Source 2007 2008 2009 2010 2011 2012 2013 2014 CAGR

Total 11.580,59 11.732,89 11.547,46 12.110,77 12.408,31 12.586,10 12.807,15 12.928,40 1,6%

Oil 4.017,33 3.998,97 3.922,94 4.041,82 4.085,38 4.133,22 4.179,15 4.211,12 0,7%

Natural Gas 2.675,45 2.751,02 2.679,09 2.879,74 2.943,81 3.017,79 3.052,76 3.065,53 2,0%

Coal 3.457,45 3.500,13 3.451,86 3.611,18 3.777,35 3.798,80 3.866,98 3.881,82 1,7%

Nuclear 621,74 619,43 614,02 626,17 600,70 559,61 563,67 574,02 -1,1%

Renewables 808,63 863,33 879,56 951,86 1.001,06 1.076,68 1.144,60 1.195,90 5,7%

Hydro 700,40 739,87 737,35 783,87 795,48 833,82 861,61 878,99 3,3%

Solar 1,55 2,58 4,38 7,11 13,72 21,89 30,43 42,06 60,3%
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Figure 45. World Primary Energy Consumption by source and from Renewables in detail, 2007-2014 (“BP Statistical Review of World 
Energy”, June 2015) 
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Figure 47. Advanced Economies and Emerging market and developing economies Primary Energy Consumption by source and from Renewables in detail, 2007-2014 (“BP Statistical Review of World Energy”, 
June 2015) 
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Figure 48. Top 5 Countries Primary Energy Consumption by source and from Renewables in detail, 2007-2014 (“BP Statistical Review of World Energy”, June 2015) 
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  Table 1. Top 5 Countries Primary Energy Consumption by source, 2007-2014 (“BP Statistical Review of World Energy”, 
June 2015) 
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Figure 49. World Oil, Coal and Natural Gas Proved Reserves, 1994-2004-2014 (“BP Statistical Review of World Energy”, June 2015) 
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Figure 51. Primary Energy Consumption per capita in the World, within G7 Economies and within the Top 5 Countries, 2007-20146 

 

                                                           

6 Primary Energy Consumption per capita is calculated on the bases of the same data analyzed throughout the 

previous paragraphs. To recap, population data are collected from the online database offered by the Population 

Division of the United Nations; primary energy consumption data are collected from BP’s online database. 

1,733 1,735
1,687

1,748 1,769 1,773 1,783 1,779

1,074 1,098 1,097
1,146 1,192 1,215 1,226 1,238

5,444

5,343

5,053

5,212

5,116

5,038
5,072

5,005

4,500

4,600

4,700

4,800

4,900

5,000

5,100

5,200

5,300

5,400

5,500

1,000

1,200

1,400

1,600

1,800

2,000

2,200

2,400

2,600

2,800

2007 2008 2009 2010 2011 2012 2013 2014W
or

ld
, E

m
er

gi
ng

 m
ar

ke
t 

an
d 

de
ve

lo
pi

ng
 e

co
no

m
ie

s

World Primary Energy Consumption per capita
(ktoe)

World Emerging market and developing economies Advanced economies

1,996 1,995 1,960 2,045 2,095 2,106 2,144 2,165

1,617 1,668 1,734 1,843 1,988 2,062 2,127 2,170

7,862
7,620

7,180 7,374 7,252
7,018 7,159 7,196

4,753 4,778
4,528

4,710 4,861 4,860 4,812 4,755

0,356 0,373 0,399 0,414 0,430 0,454 0,466 0,492

4,126 4,078
3,739

3,969
3,771 3,728 3,702 3,597

2007 2008 2009 2010 2011 2012 2013 2014

Top 5 Countries Primary Energy Consumption per capita
(ktoe)

Top 5 China United States Russia India Japan

5,803 5,686
5,343

5,514 5,391 5,291 5,360 5,292

9,927 9,794

9,223 9,256
9,521 9,384 9,490 9,348

4,151 4,139
3,903 4,014

3,856 3,846 3,872
3,704

4,027 4,052
3,823 4,015

3,852 3,945 4,044
3,857

3,077 3,038
2,824 2,907 2,840 2,732 2,642

2,491

4,126 4,078
3,739

3,969
3,771 3,728 3,702 3,597

3,569 3,482
3,278 3,334

3,108 3,173 3,136
2,921

7,862
7,620

7,180
7,374 7,252

7,018 7,159 7,196

2007 2008 2009 2010 2011 2012 2013 2014

Major Advanced Economies (G7) Primary Energy Consumption per capita
(ktoe)

Major advanced economies (G7) Canada France Germany Italy Japan United Kingdom United States



 

55 

 

Figure 52. Primary Energy Consumption and GDP: World, Advanced Economies and Emerging market and developing economies7 

 

 

                                                           

7 Primary Energy Consumption data are collected from BP’s online database, while GDP data are extracted from IMF 

online database. Data are the same shown throughout the previous pages. 
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Figure 53. Primary Energy Consumption and GDP in Major Advanced Economies (G7) 
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Figure 54. Primary Energy Consumption and GDP within Top 5 Countries 
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4.3.1.2 Italy 

 

Population. As it has been analysed throughout the section World, Italy is included in the economic group 

of Major Advanced Economies (G7) together with the United States of America, the United Kingdom, Canada, 

Germany, France and Japan. 

In 2015 the Italian population is 59,798 thousands of people, nearly 200 thousands more than in 2010. 

Predictions8 for the next 85 years foresee a progressive downward sloping trend, reaching the severest 

discount rate during the years 2050-2070 (-0.38%), next softening the path around rates of -0.18% over the 

years 2070-2090 and -0.13% over the years 2090-2100.  

                                                           

8 Information about population is taken from the already mentioned report “World Population Prospects: The 2015 

Revision”, released in April 2016, by the Population Division of the United Nations, Department of Economic and 

Social Affairs¸ April 2016. As already stated, all the estimates considered with regard to Population are medium 

variant: it is assumed a decreasing fertility rate in countries characterized by large families and a slight increasing 

fertility rate in all the other countries; mortality rate is expected to decrease all over the World; international 

migration is expected to stay constant, with a Normal distribution, over the years 2015-2050 and, following, to 

gradually decrease down to 50% of its actual level by 2100. By definition, estimates hold some degree of uncertainty: 

according to UN Population Division, short-to-medium term predictions are «virtually certain», while there is 23% 

chance that, later in the century, before 2100, population will stabilize or even fall. 
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Figure 55. Italian Population by Age and Sex in 2015 (United Nations, Population Division, Department of Economic and Social 
Affairs, “World Population Prospects: The 2015 Revision”¸ April 2016) 
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Nearly 58% of Italian Population is within the age 15-59, followed by about 22% lying within the range of the 

over 60, 14% within the under 14 and 7% within the over 80. The age distributions within Female and Male 

groups are roughly similar: the former is characterized by a slight majority of older people with nearly 23% 

lying within the age group of over 60 and nearly 8% within the over 80; the latter, instead, is a little bit more 

younger with nearly 15% within the under 14 and nearly 60% within the age group of 15-59. As a result, 

within Female, the average age is between 45- to 49-year-old while the average group within Male lies 

between 40- to 44-year-old. Given the incidence of the Female group within the Italian population (overall, 

51%), the aggregate average age of the country is between 45- to 49-year-old. 

 

Figure 56. Italian Age distribution by sex in 2015 (United Nations, Population Division, Department of Economic and Social Affairs¸ 
“World Population Prospects: The 2015 Revision”, April 2016) 

  

 

In 1950 the under 14 weights for 27% overall, 25% within the Female group and 28% within the Male one; 

the 15-59 age group keeps the highest weight with 61% of incidence at the aggregate level, 62% within 

Female and 61% within Male; the over 80 holds, indiscriminately, the lowest weight, 1%. 

 

Figure 57. Italian Female and Male Population by age and time, 1950-2100 (United Nations, Population Division, Department of 
Economic and Social Affairs¸ “World Population Prospects: The 2015 Revision”, April 2016) 
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Over the next 35 years, following, notwithstanding the expected overall decrease in population (confirmed 

within the Female and the Male groups indistinctly), the over 80 is expected to increase: at the aggregate 

level, estimates foresee a doubling of the group, attaining a 16% incidence to total population in 2050. The 

same doubling trend is further forecasted within the Female group; with regard to the Male group, instead, 

the over 80 is forecasted to get more than doubled. Nevertheless, by 2050 the final rates of incidence of the 

over 80 are guessed to be different between the two groups: 18% within the Female population, 13% within 

the Male population. For the next 50 years, afterwards, the over 80 group is expected to decline both at the 

country level and within the Female and Male groups. Despite the decline, from 2050 to 2100 the incidence 

of the over 80 to total population is foreseen to move upwards anyhow: from an estimated 16% up to 18% 

at the aggregate level, from 13% up to 16% within the Male group and from 18% up to 20% within the Female 

group. The year 2050, following, sees also a slight increase of the over 60: +9% at the country level, +4% 

within the Female group and +15% within the Male group; the incidence of the age group to total population 

is expected to increase as well, up to 25% at any level of analysis. As for the previous age group, estimates 

for the year 2100 foresee a decrease of the over 60 population and, in this case, even a decrease in its relative 

weight, down to 22% indiscriminately. The two younger age groups, to conclude, are both expected to 

decrease by 2050: at the aggregate level, it is guessed a decrease of -24% within the 15-59 age group and -

10% within the under 14, respectively moving from an incidence of 58% down to 46% and from 14% down 

to 13%; within the Female group, then, the expected decrease is of -25% within the 15-59 age group and of 

-10% within the under 14, attaining respectively a weight of 45% and 12% within the group, down from 56% 

the former and 13% the latter; within Male, ultimately, the decrease is waited to be of -23% within the 15-

59 age group and -10% within the under 14, reducing respectively their weights from 60% down to 48% and 

from 15% down to 14%. Always with regard to the two age groups, then, the year 2100 expects the same, 

softened decreasing paths at any level of analysis, -12% within the 15-59 age group and -8% within the under 

14: eventually, the relative incidence rates are foreseen to stay slightly steady around 2050 levels. 

The overall weight of the Female group, besides all, is nearly invariant over the years, shrinking to 50% in 

2100. 

 

Gross Domestic Product. As it is very well known, within the group of Major Advanced Economies (G7), Italy 

has been the country where the financial crisis has shown its severest effects driving one of the worst GDP 

trends over the years 2007-2014. After three consecutive years of negative rates of growth, the year 2015 

sees the Italian GDP growth path upward sloping, accordingly with the economic group of reference. 

Projections, further, expect increasing rates for the years 2016 and 2017, respectively +0.95% and +1.15%, 

followed by positive downward sloping rates for the next years until 2021 (+1.04% in 2018, +1.05% in 2019, 

+0.94% in 2020, +0.85% in 2021). According to Istat, then, the 2015 increase in GDP has been partially 
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supported by domestic demand and, in particular, by household consumptions and disposable income. It is 

relevant to note that the increase in Household Expenditures (the first since 2007) has been triggered by an 

increase in purchasing power, brought about by an increase in nominal income and by a steady trend in 

prices. Consumer confidence index has been recovering as well. The saving rate, afterwards, is stable at 2014 

level (8.3%). The incidence of needy people within families is almost stabilized around 11.5% versus the peak 

of 14.5% observed in 2012. More generally speaking, needy persons count for 7.3% of the population (almost 

unchanged with respect to the previous year) and the poverty rate is steady at 6.8% (that is 4.1 million of 

people, roughly doubled with respect to 2008 levels). Throughout the year 2015, afterwards, industrial 

production has increased in volume by +1.1% with respect to the previous year, while keeping constant sales 

volume. Within the service sector, sales path has continued its smoothened upward sloping trend, signing 

an increase of +1.9% with respect to the previous year. Next, after four consecutive years of negative growth, 

this year retail as well has shown a positive trend (+0.7% with respect to the previous 2014), both within the 

food segment (+1.3%) and within all the others (aggregately, +0.5%). Employment has kept on with its 

upward sloping trend, exhibiting signs of enforcement within the path, matched with an increase in both 

working hours and working inputs. As a result, the employment rate stands at 56.3%, +0.6 percentage points 

with respect to the previous 2014. Within economic sectors, the service industry has been characterized by 

the most relevant increase in employment (+1.0% with respect to 2014 levels) balanced with a more 

smoothened increase in working hours (+0.3% with respect to 2014 levels). The unemployment rate, then, 

has decreased from 12.7% in 2014 down to 11.9% in 2015 coupled with a decrease in those within the age 

group of 15-64 not looking for a job (-0.6% with respect to 2014 levels, attaining a weight of 36% within the 

population). 

 

The first quarter of 2016 confirms both the positive trend and expectations, signing an increase in GDP of 

+0.3% with respect to the latest quarter and +1.0% with respect to the equivalent period in 2015. Household 

Expenditures keep on being key to the country growth and increase by +0.3% with respect to the latest 

quarter. However, the growth develops differently among segments: with respect to the previous quarter, 

Household Expenditures increase by +0.7% on not-durable goods, +0.5% on durables, +0.2% on services. In 

May, consumer confidence index is going on with the decreasing path started in January. Over the first 

quarter, employment is keeping on with its upward sloping path, signing a +0.1% increase with respect the 

previous quarter: according to Istat, the greatest contribution comes from permanent work hiring balanced 

with a decrease in temporary work hiring. In April employees rise up by 51 thousands of people, 35 thousands 

with a permanent work and 16 thousands self-employed. The unemployment rate, further, stays constant, 

around 11.6%, over the first quarter, standing about 1 percentage point lower than the rate observed during 

the equivalent first quarter in 2015. In April, however, the index increases up to 11.7%. Besides, over the 
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first quarter the rate of inactive people decreases by 0.1 percentage point, down to 35.7%. In April, then, the 

inactivity rate keeps on with its downward sloping path, decreasing by additional 0.3 percentage points, that 

is down to 35.4%. As a result, the latest increase in the unemployment rate comes as a positive news: as well 

stated by Repubblica, more people start again looking for a job while less people are giving up doing it and, 

overall, employees have increased. With respect to the European Union, however, Italy is ranked fifth to last 

by unemployment rate, ahead of Portugal (12%), Croatia (14.6%), Spain (20.1%) and Greece (24.2%). 

Afterwards, the industrial production shows positive signs in April, increasing by +0.5% with respect to the 

previous month and by +1.8% with respect to April 2015; on average, the sector has been undergone an 

increase of +1.6% with respect to the corresponding period in 2015. Centro Studi Confindustria, then, 

announces a further increase of industrial production in May by +0.2% over the previous month. 

 

Hence, the overcome of the financial crisis seems to be eventually feasible in Italy too. The International 

Monetary Fund estimates that Italy will recover the pre-crisis levels by mid-2020. The Italian Economy 

Minister, Pier Carlo Padoan confirms the trend as well, foreseeing the first relevant signs within the mid-

term. Indeed, it is largely agreed that the Italian growth path is still smooth and thus risks of economic 

turnarounds are all but precluded and fluctuating consumer confidence index and present bank crisis are 

evident proves of that. Notwithstanding, there is a recovered trust in the future and in Italy: as the Economy 

Minister recalls, the Italian manufacturing industry ranks second in Europe, behind Germany, and sixth in 

the World by exports and it is actually working hard to be ready for the coming Forth Industrial Revolution. 

 

The wave of revolution. We have 

already analysed, by and large, the 

revolutionary wave that is shattering 

the World. It is a revolution that drag 

into production, consumption, life 

habits, any single aspect we know 

about the World, from the way we 

operate throughout the way we 

communicate, relate, work and live. 

As shown, it is nothing visionary, it is 

the present rather. The Forth 

Revolution, therefore, regards the 

Internet of Things and, consequently, 

Figure 58. The Four Industrial Revolutions since the 18th century (German Research 
Center for Artificial Intelligence) 
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automated intelligence, connectivity and platforms. As reported by Report, with a focus on industries, in 

Germany and in the US the revolution has already paved the way. Even in Italy there are some signs that 

times are actually changing: Benetton Group, Fedegari Autoclavi, Sacmi Group, Florim Ceramiche are some 

examples of those Italian organizations moving towards the Fourth Industrial Revolution. The observed 

results from those cases and from others outside Italy, as Bosh for instance, are the following: industrial 

processes are automated and simplified; efficiency is enforced as well as immediate, early and effective 

solutions are fostered; warehouse is ultimately shrunk down to zero while production is highly customized 

and single-piece. Within such a scenario, anyhow, some concerns about human employment are clear. 

Nevertheless, all the analysed cases put out any worry in the end: people have maintained their key role in 

production but with a change in profiles and skills needed, relentlessly higher than before; the number of 

people employed, furthermore, has generally increased after the introduction of automated intelligence; 

outsourcing is getting replaced by local insourcing. Therefore, if those are not just exceptional cases, fears 

for human employment definitely stop to make sense to exist: further support is given then by two American 

academics, A. McAfee and E. Brynjolfsson. Going back to Italy now, even though the country looks perfectly 

aligned with the rest of the World, in reality it is not. According to Report, in fact, if on one hand Italy owns 

all the resources and even the knowledge to concretely and structurally start with and likely lead the 

Revolution, it is eventually missing a key intermediary figure connecting Politics, Science and Industry: as a 

consequence, the cases of revolutionary organizations appear just few comets in the Italian setting. 

All that considered, anyhow, it is unquestionable that the revolutionary wind is coming inexorably, spreading 

throughout Italian industries. As a matter of fact, looking at utilities in detail, for example, as reported by the 

XVI edition of “Osservatorio Agici” (2016) and by Accenture, intentionally or not, Italian utilities are actually 

undergoing the so-called “Energy Revolution 2.0”: renewables, distributed generation, smart grids, storage, 

digitalization, Big Data and customer-centricity are the first themes on the table. According to a survey led 

by Politecnico di Milano, over the years 2012-2014 Smart City projects (for the majority regarding mobility 

and public lightening) have been powered off by 50% of the 198 interviewed Italian municipalities and plans 

are in place for the 2015 throughout 75% of the respondents. Not surprisingly and coherently with what 

highlighted few lines before, those projects have come with just experimental purposes, thus lacking of any 

concreteness. Nevertheless, P. Pelotti, Accenture Utilities Managing Director, foresees intelligent 

infrastructures will play a key role to the future development of the country and, in particular, the underlying 

trait d’union within broadband, optical fiber and electricity grid is crucial to the unlocking of new services 

and value. What is more, Accenture adds some figures to this very next future, consequently giving some 

solidity to all those projects and visions: by 2020, the consultancy company expects under 25MW-power 

cogeneration plants to double, Renewables to grow up at 2.5%-5.5% rate, prosumers to double as well and 

electric vehicles to attain a role in the economic landscape seven times bigger than now. Hence, the Utilities 
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case shows that, despite the lack of superior, nationally structured plans to lead the Revolutionary wave, 

changes have already begun anyhow and relentlessly they are spreading out throughout Italy as the rest of 

the World and, in particular, as any the other country within Major Advanced economies (G7). In addition, 

Accenture envisages the upgrade of Italian electricity grid in line with the IoT model, with open standards 

and protocols. If we just stop a while and think about that vision, then, in a way, it seems to recall the story 

of Internet: the building of a solid and widespread infrastructure together with open-standards 

communications rules have unlocked an entire world of opportunities for businesses and customers that 

likely nobody could have ever imagined. Now, the Italian infrastructure is already present and it is actually 

solid and widespread: what is left on the table is a required upgrade of the same, replying to the ever-

increasing need of connectivity, real-time management and openness. Following the Internet example, then, 

the value at stake is expected to be considerable and, possibly, even not so easily quantifiable. Above all, 

therefore, Italian Utilities are first called to change, both in their business strategies and in their business 

models. Regulations and investment policies, next, indeed play a crucial role to present and future scenarios 

and a great effort is thus asked to them to concretely and structurally pave the way to the coming Revolution. 

Meanwhile, on February 24th 2016 the Italian ENEA and the Japanese NEDO sign the memorandum of 

understanding «concerning a joint implementation of an international demonstration project of voltage 

source converter for high voltage direct current system in Italy»: expectations not only foresee this new 

technology as a concrete answer to an efficient, smart and integrated European grid, thus accomplishing the 

low-carbon mission, but also they envisage Italy as the future grid hub connecting North Africa, Europe and 

Balkans. 

 

Millennials. If Millennials are not yet the driving class in the Italian scenario, nevertheless they are crucial to 

the country present and future. According to Eldman Italia, they are nearly 12 million and, even though a 

great majority of them still lives at home with parents, inevitably they are at least the next mothers and 

fathers and, as such, they will influence, in a way or in another, the future generation. Moreover, as long as 

Italian population will get older, they will eventually substitute the Baby-boomer generation and their 

consumptions will be critical to the economy: so it is explained why the journalist G. Ajassa claims «without 

Millennials’ consumptions recovery would not occur». Therefore, it is clear now the relevance attributed to 

the latest European web survey, “Generation What?”, started in April 2016, lasting for six months and 

involving twelve European countries (France, Italy, Germany, Austria, Belgium, Spain, Ireland, Luxembourg, 

the Netherlands, Wales, Czech Republic and Greece). The first results from the survey describe Italian 

Millennials as the “uncertainty generation”. As outlined by ManpowerGroup, they are the ever highest 

educated while being also the highest alienated. They are not afraid of changes as far as they have entered 

the labour market in times of severe crisis when jobs are scarce and job security is all but guaranteed. 
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Consequently, job constitutes an important source of anxiety among Italian Millennials, while the situation 

is more softened throughout the rest of Europe. What is more, according to the survey results, Italians hardly 

trust society as a valid ground to test one’s own capacities. In these respects, the Italian identikit sketched 

by ManpowerGroup is slightly different. According to the company, Italian Millennials are «pragmatic, 

practical and highly ambitious» and are quite optimistic with respect to both their careers and the likelihood 

to get employed. In addition, they are aware of the continuous and unquenchable need of improving and 

upgrading: they are prepared to compete endlessly in the market for competences while incessantly looking 

for better opportunities to themselves too. Another interesting analysis of this generation is offered by the 

Italian sociologist F. Morace who calls them “CreAttivi”. The researcher confirms once more the pragmatism 

previously inferred with regard to this young generation but then he describes it as a group of social 

innovators, multitasking and multiplayer individuals. He defines them as the very first “www” generation, 

or, as he translates, «We Win Worldwide» generation: Millennials are in fact aware of globalization and its 

cultural consequence since their birth. They do not belong to any group nor they recognize the past role of 

market economy, rather substituted by the network economy. They are eventually creators of what is 

actually feasible, no more dreamers or believers in the impossible. They actually live in a world where past 

and present coexist just under a click and that is why it can be inferred, as M. Serra has observed, that nothing 

new is left to them to be invented. However, that is hardly given. 

 

Sharing economy. What is eventually undeniable is that worldwide Millennials have definitely give birth to 

Sharing economy. According to “Rapporto Italia 2016” released by Eurispes, in October 2015 the Italian 

sharing platforms add up to 187 with 118 growing at rates higher than 20%. Above all, transports is the 

industry mainly affected by this new business model, followed by consumer goods, tourism, food and 

culture. According to A. Notarbartolo, founder of the social network Tabbid.com in 2013, Italy is still at the 

beginning of the process anyhow, lying on the “nickname era before Facebook”. On his view, the late is due 

to a cultural gap explained by three missing elements: trust among people, connectivity between online and 

offline realities and style change in meeting needs. That is also partly confirmed by Eurispes according to 

which only 11% of interviewed has already dealt with Sharing economy while 31% is interested in it. From a 

survey released by I. Pais in 2015, 55% of Italians is ready to share while only 22% has access to it regularly. 

Among those dealing with Sharing economy, to Eurispes estimates, saving (41%), innovative and smart 

solutions (39%), maintenance costs reduction (33%) and consumerism resistance (33%) are the main drivers. 

Expectations for an increasing path are then at stake for the next years: from an analysis led by Nicolò Cusano 

University, sales from Sharing economy are expected to rise up to € 13 billion in 2016 and up to € 300 billion 

in 2025. What is more, from the sociologist J. Schor’s perspective, Sharing economy develops in Italy with 

unique characteristics, arising from the country-specific «high social capital». C. Iaione, Italian Professor at 
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Luiss University in Rome, further underlines and enforces the claim asserting that we are not experiencing 

the Italian version of Sharing economy, rather it is the country itself to be originally based on sharing, by 

tradition and by law. Hence, all the believes for the next triumph of Sharing economy in Italy and all the 

consequences it is bringing about seem to be well founded and some examples are currently in place, 

throughout the country: Gnammo, a culinary social network aimed at matching cooking and eating lovers; 

Zego, instantaneous urban carpooling in some cities in the North of Italy; Casa Netural, a co-working initiative 

in Matera; Ginger, a crowd-funding platform in Emilia Romagna; CasaNoi, a web platform matching home 

seekers with home sellers/lessors. Inevitably, this new economy does not come without critics: to give an 

example, recalling T. Scholz’s arguments, R. Ciccarelli (Italian philosopher, blogger and journalist) claims that 

Sharing economy is nothing more than a new life for capitalism, worse and severer than the previous one. 

We could then discuss a long about it and likely we would end up with a conclusion not earlier than years 

from now, probably when new economic models have come to place, replacing it. Notwithstanding, it is 

unquestionable that Sharing economy is developing, spreading out from the North to the South of Italy and, 

despite the uncertainty attached to the announced success, as observed by R. Ciccarelli and T. Scholz, the 

change in the way of thinking and acting cannot be avoided at all. The sharing principle is permeating society 

deeply inside, definitely transforming it radically. 

 

Therefore, here we are. As in the rest of the World, the Italian Consumer is completely different both from 

the past and, partially, from the coming generation, the Zed Generation. In all likelihood, furthermore, the 

future Alpha Generation will at least enforce some of these changes if not even overtake them, as it is much 

more probable. At this moment in time, anyhow, above all digitalization is key to any contingency, from 

communication to purchase and management; measure and need take the place of abundance and 

appearance and consequently saving and control are preferred over consumerism; social responsibility 

permeates behaviours and thoughts, changing attitudes and preferences accordingly; sharing, connectivity 

and real-time ultimately displace vertical chains, expectations and needs. In the end, in a way or in another, 

Italy is facing the same macro-trends occurring outsides its boundaries and therefore it need prepare for it 

if it is not yet late. Italian Utilities, in particular, have to adapt now and fast. 
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Energy. As we have observed within the section World, Italian primary energy consumption has declined at 

a compound annual growth rate of -2.8% over the years 2007-2014, decoupling ever more, year over year, 

from GDP trend. The country primary energy intensity9 has always been the lowest or at least the second 

lowest within the Major Advanced Economies and that is also confirmed within the Euro Area, according to 

ENEA analysis. 

 

Going into detail, as it can be observed from Figure 60, since 2010 both electricity and natural gas demands 

have fallen down significantly, signing in 2014 a rate of decrease of -6.1% in Electricity and -26.4% in Natural 

Gas with respect to 2010 levels. The first estimations for the year 2015 record a slight increase in both 

demands with respect to the previous year, +1.28% in Electricity and +9.51% in Natural Gas. The increase is 

confirmed also with regard to primary energy consumption: according to Enea, the increase in 2015 has been 

of +2.5% with respect to 2014. Notwithstanding, according to the first observations by Enea, the first 2016 

quarter has been characterized by a 0.6% decrease in primary energy consumption, presumably due to the 

more moderate winter. The estimations given for electricity demand confirm the initial negative trend of the 

year: temperature and time period given constant, the first five months have registered a 2.3% decrease 

                                                           

9 The index is the ratio between the primary energy consumption and the GDP. Data are taken from “BP Statistical 

Review of World Energy”, June 2015 with regard to primary energy consumption and from the International 

Monetary Fund database with regard to GDP. Similar conclusions are suggested by ENEA, with a difference in the 

relative position of the United Kingdom with respect to Italy: discrepancies are due to the different measuring of GDP, 

calculated at 2010 constant euro prices instead of dollar current prices. As a result, according to the National Agency, 

the UK intensity index has been standing lower than Italy since 2010. 
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with respect to the corresponding period of the previous year and May has signed a 3.1% decrease with 

respect to May 2015. 

 

Above all, what is almost certain is that it is hardly likely that primary energy consumption and then electricity 

and natural gas demands will recover up to pre-crisis levels. As it can be clear enough now, the major reason 

lies on Customer: the behavioural and mind changes He is showing not only affect mass consumption or, 

more in general, consumer goods consumption, but also, and most importantly, his whole life and the way 

He sees and relates to energy as well (anyhow, that is something we are going to explore more in detail 

through the next chapter Consumer 2016: expectations and business opportunities). As a matter of fact, the 

profound and much greater attention posed on the Earth and the restored value for saving and measure are 

observed worldwide as well as in Italy. According to Istat, in fact, the Italian population caring about 

electricity saving counts for 71.4% and, despite the financial crisis, it is estimated that over the years 2010-

2014 22% of Italian families has spent on energy efficiency measures. In this respect, Enea defines Italy as 

«an A-class country» as long as it claims that Italian families have invested almost € 28 billion since 2007 in 

energy efficiency matters. The estimated results from such an investment are double, most of all: first, the 
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employment of a 50-thousand-workforce; second, a triple save, that is a decrease of 10 million tonnes oil 

equivalent in energy, a decline of 26 million tonnes in CO2 and a shrink by € 3 billion in fossil fuels imports. 

Hence if electricity and natural gas demands are hardly foreseen to increase up to higher levels than in the 

past, on the other side of the coin energy efficiency together with smart grid and smart city stand, altogether, 

as a tremendously great, almost priceless opportunity to anyone willing to take it, be it a utility or even not. 

 

Energy Retail Market. The Italian energy retail market has been liberalized since 2003 with regard to natural 

gas and since 2007 with regard to electricity. From AEEGSI database, the natural gas retail market is 

characterized by 260 competitors10; the market concentration index in 2014 (latest available data) reveals 

that the first three retailers (in order of decreasing importance, Eni contributes for 24.9% of total sales, 

Edison for 11.4% and Enel for 9.9%) cover 46.2% of national demand. At regional level, the degree of market 

concentration varies significantly, ranging from the highest rate, 86.9% in Valle d’Aosta, down to the lowest 

one, 30.3% in Lombardia. Generally speaking, the North of Italy is the area with the lowest degrees of market 

concentration. The analysis gets even more interesting if matched with the percentage of customers supplied 

by the first three retailers. In this regard, the range of values varies even more: from the highest rate, 95.5% 

in Valle d’Aosta, down to the lowest one, 21.2% in Puglia. Just looking at the two extremes, then, it is manifest 

that the scenario gets different from what could be initially inferred from the previous index alone. For 

example, Lombardia, the lowest concentrated market in terms of volume competition, rises through the rank 

to the 14th position with 51.3% supplied customers: in a way, softening the claimed degree of competition. 

The same holds true for Piemonte, with a concentration index equal to 40.7% and 52.0% of supplied 

customers, so rising through the rank from the 17th position to the 13th; Emilia-Romagna, as well, shifts from 

the 15th position up to the 9th with a 53.7% concentration index and 66.0% of supplied customers; Puglia, 

instead, falls from the 3rd position down to the last one with a 59.8% concentration index and 21.1% of 

supplied customers; Sicilia, next, falls from the 3rd down to the second to last position in the rank with a 

74.9% concentration index and 36.3% of supplied customers. Indeed, utilities’ margins and profits are mainly 

driven by volumes. Nevertheless, given the changing market scenario and the opportunities at stake, the 

competition on the number of supplied customers should not be undervalued. Furthermore, it must be 

noted the relative weights that households hold in the market: according to 2014 AEEGSI observations, in 

terms of volume, they count for 30.0% while, in terms of number of points of delivery, they represent 93.8%. 

Therefore, even though small in volume, Households are key to the actual and future market: firstly, they 

                                                           

10 The number of competitors is calculated on the basis of the list given by the National Authority in its website, under 

the section “Operatori”. The number is different from what claimed on “Relazione annuale sullo stato dei servizi e 

sull’attività svolta”, released by the same Authority on 31st March 2015 (latest available version). 
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make up the network; following, all the business men are foremost households, generally speaking, and so 

a good service obtained at home could likely drive the same choice in business matters; last but not least, 

finally, as far as they are the network, they also represent the actual smart grid opportunity. 

 

Given their relevance, therefore, it follows shortly some considerations on market concentration with 

respect to the sole household segment. For instance, the concentration degree is far severer than in the 

whole market: on average, 10.3 percentage points higher, with a maximum of +27.9 percentage points in 

Toscana and with a minimum of -3.9 percentage points in Molise. The index ranges from the highest degree, 

97.1% in Valle d’Aosta, down to the lowest one, 42.0% in Lombardia. Piemonte, Friuli-Venezia Giulia, Veneto 

and Lombardia confirm, as before, the lowest concentration indexes; Emilia-Romagna differs instead from 

the group and leaves the previous 15th position in place of the 9th position, replaced by Abruzzo. It is further 

interesting to note then the shift in the rank undergone by Toscana: while on the whole market the region 

holds a 56.2% concentration index, in the household segment it holds instead an 84.1% concentration index. 

In terms of percentage of supplied customers, afterwards, it is observed as well an average increase of 12.8 

percentage points with respect to the same measure in the whole market, with a maximum of +48.6 

percentage points in Puglia and a minimum of +0.7 percentage points both in Lombardia and in Marche. In 

this respect, then, it is noteworthy to note that, differently from the previous analysis, the rank is generally 

unchanged with respect to the relative concentration index. 

 

Figure 61. The Natural Gas Retail Market in Italy: market concentration index and percentage of supplied customers by the first three 
competitors 
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A similar analysis is due to the Electricity Retail Market as well. For instance, it must be added a premise with 

respect to this particular market. The liberalization undergone in both energy retail markets has entailed the 

entrance of the State, in the form of the AEEGSI, with the major aim of guaranteeing consumers’ safeguard 

from prohibitive prices, be they business or household as well. As a result, besides commodities, the whole 

energy retail market is meant to be divided into two halves, the Free Market (where the State does not trade) 

and the Regulated Market (where the State plays as a real trader). Despite the unique purpose, in the two 

retail markets AEEGSI plays in completely different ways. In the natural gas retail market, the Decree Law 

June 21st 2013, n. 69, has definitely settled the exit of the State from the business segment so that prices are 

determined uniquely by competition. The household segment, instead, still entails the presence of the State, 

in the form of the AEEGSI – as previously stated: the Authority, hence, plays in the market by setting one 

single offer, called “offerta standard”, that must be given to any willing household, independently of the 

supplier he or she is supplied by or the trader he or she has asked to. De facto, therefore, within the natural 

gas retail market there exists only the Free Market. In the electricity retail market, differently, AEEGSI plays 

for instance in both segments, actually constituting the Regulated Market. In particular, in the business 

segment the Authority manages what is called “Salvaguardia”: an auction system occurring regionally, every 

two years, in which occasion Utilities compete, with their best prices, for a specific group of business 

customers (that is, those with at least one medium or high voltage supply or with more than 50 employees 

or with yearly sales volume or total balance higher than € 10 million). Within the household segment, instead, 

there exist dedicated traders operating exclusively on behalf of the State: the service offered is generally 

called “Servizio di Maggior Tutela” (together with Salvaguardia, it forms the Regulated Market) and it is 

delivered not only to households but also to all those customers with low voltage supply, less than 50 

employees and yearly sales volume or total balance not higher than € 10 million. Above all, therefore, what 

is eventually the game changer in the energy retail market is the physical presence of the State in front of 

the ultimate Consumer. What is more, it must be added that, according to AEEGSI 2014 estimates, in the 

electricity retail market 31.4% of all consumers and 28.4% of household consumers have switch to the Free 

Market. Within the natural gas retail market, instead, 31.9% of all consumers and 27.7% of household 

consumers have chosen any offer different from offerta standard.  
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Table 2. Energy Retail Market in Italy by commodity (AEEGSI 2014) 

 

 

Now, all that considered, even though almost similar, the figures above in Table 2 turn frightening in the 

end, mostly if considered within the near coming future: by 2018 the State will end up its role in the energy 

retail market as an active trader; otherwise state, the Regulated Market will cease to exist. Therefore, 

generally speaking, while in the natural gas retail market that will imply the death of offerta standard and 

consumers will have consequently to choose a new offer from the actual trader or from another (as they are 

already used to, in a way), in the electricity retail market, instead, the implications will be much severer as 

far as not only consumers will have to choose a different offer but also they will have to choose which new 

trader they want to rely on. In particular, the latter case will imply that 25,408 thousand new demands 

(21,202 thousand of which households) will be submitted, all on a sudden, by consumers in the market, with 

all the following managerial consequences both for the previous traders and the new ones. Hence, leaving 

apart all the jurisdictional problems related to that change (and they are indeed a lot), from the business 

perspective, the electricity retail market appears much more interesting than the natural gas retail market: 

for instance, there is a great and likely inconceivable risk of loss for all those traders actually operating on 

behalf of the State (think about Enel Servizio Elettrico Spa: according to AEEGSI 2014 estimates, the society 

supplies 85.4% of total volumes within the Regulated Market); on the other side of the coin, however, for all 

the other traders playing in the Free Market, there are indeed significant and as well unimaginable 

opportunities at stake. 
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Hence, considering only the Free Market within the electricity retail market, at the present time 245 

competitors are in place. According to AEEGSI 2014 estimates, at national level the concentration index adds 

to 34% with Enel contributing for 17.9% to total sales, Edison for 10.8% and Eni for 5.3%: differently from the 

natural gas retail market that is dominated for one fourth of sales by one sole player (Eni) and then 

characterized by far lower incidence rates among the following players in the rank, in the electricity retail 

market the relative weights are more distributed among the major incumbents. To give some evidence of 

the true relevance of those discrepancies, while half of the sold electricity is supplied by the first eight players 

in the market, the same level of natural gas is instead supplied by just the first four players. For what concerns 

the concentration index, next, similar to before, it varies significantly among regions, ranging from the 

highest rate in Valle d’Aosta, 81.0%, to the lowest one in Lombardia, 31.8%. Following, Lombardia, Piemonte 

and Veneto show the lowest concentration indexes, respectively 31.8%, 32.1% and 35.4%; Emilia-Romagna 

and Friuli-Venezia Giulia, instead, shifts upward in the rank with a concentration index of 41.3% and 43.1% 

respectively, replaced by Umbria and Abruzzo with a concentration index of respectively 38.3% and 39.8%. 

Among the highly concentrated there stand Valle d’Aosta (81.0%) and Trentino-Alto Adige (71.7%), as before, 

followed by Sardegna (62.2%) and Calabria (58.7%). A considerably different scenario is then given by the 

percentage of points of delivery supplied by the first three players. For instance, Valle d’Aosta falls down 

through the rank to the 12th position with 66.4% of supplied points of delivery, followed by Lombardia with 

66.1%. Piemonte, instead, gains the last position in the rank with 47.8% of supplied points of delivery, 

preceded by Friuli-Venezia Giulia with 52.8% and by Veneto with 53.5%. Abruzzo, then, rises through the 

rank from the 15th position up to the 4th with 78.4%11. 

  

                                                           

11 Concentration index and percentage of points of delivery supplied by the first three players are not given with 

respect to the household segment as in the natural gas retail market. 
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competitors 



 

74 

 

4.3.2 Consumer 2016: expectations and business opportunities 

 

Some information about current Consumers have already been given throughout the previous chapters. 

Nevertheless, considered the present complexity and the urgent and mandatory requirement to understand 

Consumers’ needs, a deeper and much more highly detailed analysis is due in that regard. As it is plain, 

generally speaking, Consumer’s needs and main features are largely driven by the Society and the Economic 

Outlook in which He presently lives. At the same time, anyhow, it is a matter of facts that the ever widening 

and enforcing presence of global social networks is broking down any barrier, consequently blurring 

Consumers’ differences while outstandingly reshaping their traits worldwide. All that given, therefore, taken 

into account the analysis undergone through the previous chapter, in order to have a clear understanding of 

the current Italian Consumer and His next developments, it has been preferred to lead the analysis at an 

higher level, at the one of Major Advanced Economies, with some hints also from the Global scenario. 

 

Needs. According to Schopenhauer, the infinite Will to Live is 

the actual essence of the World, first, and then of the Man as 

well. In particular, the latter is guided by needs, desires and 

impulses, inexorably stretched to the accomplishment of that 

superior Will to Live. 

Likewise, some years later (1940s-50s), through his paper “A 

Theory of Human Motivations” and successive developments, 

A. Maslow claims that the Man is driven by a pyramid of different needs, so that, starting from the base, 

once he has satisfied the first and fundamental desires (as the physiological needs), he can scale up the 

pyramid and pursue the satisfaction of higher wills. 

Therefore, if the Man is made of impulses, needs and desires, to understand what he wants and expects from 

the Market, we need to start from the base of the pyramid and scale it up as well. 

 

At different regional paths, the World is actually leaving the recession started in 2007. A global economic 

recession that has broken down deeply and worldwide the trust in the Market, perhaps in the Man even. 

Meanwhile, feeling alone and with nothing on hand, the Man, our Consumer, is searching for the Society. In 

particular, looking outside, through the Market, the feeling is that the Consumer is seeking authenticity, 

social identity and location. Indeed, those needs have not come as a mere result of the global crisis. According 

to Maffesoli, in fact, «the post-modernism is the synergy between archaism and technological development, 

between progress and primitivism». Whereas Modernism is characterized by human eradication and 

Figure 63. Maslow's Hierarchy of Needs 
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progress pursuing individualism, freedom, intellect, innovation, universalism and globalization as driving 

values, Post-Modernism is led by the re-establishment of roots and the retreat into communities, ties, 

emotions, authenticity, proximity and localization. Consequently, the Consumer now finds himself lying 

between progress and regression, between innovation and archaic social organization, so that consumption 

is considered «re-enchanted». «The word re-enchanted shows the return of the magic factor in Western 

societies, juxtaposed to the disenchanted modernity that has shaped our lives and has induced to measure 

everything according to the principle of utilitarianism.» (Maffesoli, 2007) Definitely, as U. Eco claims, 

Superman is overcome by Everyman, with His weaknesses and imperfections. Therefore, if that was the shift 

started in 2000s, with the global crisis it could only strengthened and go beyond that. After all, the need of 

re-taking roots is equivalent to the big philosophical question, “Who am I?”. With modern times, 

characterized, above all, by industrialization first and globalization then, and recently with the global crisis, 

the Man has definitely lost Himself, coming back to one of His major and more ancient question and need. 

And thus, to give an answer to that question, or at least to try to, by definition He needs to believe in 

something and that requires trust. Hence, identity and trust are the very first and basic needs the Consumer 

in 2016 is asking for satisfaction. 

 

Health and wellness, next, are by definition never satisfied. Following Schopenhauer’s Will to Live 

assumption, the Man is continuously and hardly pursuing health in order to live as much as He can. 

Moreover, the global crisis that has left countless families in the World with nothing on hand, neither a house 

in many cases, has re-called for a sense of care with respect to anything one owns or uses. It has been a call 

for respect, in the end: with regard to Men but also to the Earth, from the environment to the everyday 

objects we use. 

 

As a result, therefore, if the crisis has deprived the Man of any employment and any ownership and it has 

brought with it suicides and lots of problems and worries, individuals are looking for light-heartedness on 

one hand and actual value and concreteness, despite ownership, on the other hand. 

As a matter of fact, in front of a long and severe period of instability (not yet concluded), there is a significant 

and unsatisfied natural need of security. What is more, the 2016 Consumer wants also control: He is hardly 

working in order to keep under His direct management any single aspect of His own life as well as any 

external factor and whatever surrounds Him, directly or indirectly irrespectively.  
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As the Man is looking for an answer to the big and ancient question “Who am I?”, He is also searching for 

social roots, as previously stated. He needs to re-shape His Society and where He wants to live as far as 

everything has been wiped out by the crisis hurricane. Boundaries must be redefined, therefore, the paradox 

of globalization-localization needs resolving and values, principles and rules must be restated. 

 

All that considered, in the end, we are saying that the Market as a whole is pointing out the Maslow’s pyramid 

is not fully satisfied: indeed, it does not mean that nobody has been working on to answer to those 

necessities, but still the evidences show something missing to get them wholly satisfied. 

Primarily driven by those unmet needs, therefore, there is some agreement over the major trends shaping 

the current year. 

 

As Society has been broken down, economic boundaries are rapidly blurring. The Internet is reaching and 

revolutionizing any sector and the underlying rules; our everyday lives are deeply getting entrenched with 

it. 

 

Connectivity, ubiquity and control. 

According to The Economist, 

smartphones have outperformed 

personal computers. Estimates guess 

about 50% of worldwide adult 

population owning a smartphone 

today and 80% by 2020. In its 

“Mobility Report” (June 2015), 

Ericsson states that by 2020 the 

smartphone ownership will involve about 70% of worldwide population. And in fact, stemming from 

Accenture analysis, the market for those mobile devices is actually stalling. In detail, Ericsson estimates that 

in the first quarter of the year 2015, mobile reached 99% of global penetration, with smartphones counting 

about 75%. Percentages higher that 100% are particularly typical in developed countries where it is 

widespread the adoption of multiple devices so that the number of subscriptions prevails over the number 

of subscribers. What is even more interesting is that the growth announced for the following years in mobile 

subscriptions will mainly regard developing countries: for the years 2015-2020, it is estimated they will count 

for 80% in smartphone subscription growth. 

Figure 64. Mobile Penetration Q1 2015 (Ericsson, “Mobility Report”, June 2015) 
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Above all, smartphones have brought ubiquity and connectivity. There is a resilient necessity of connectivity: 

we need connecting with our loves and friends; we need connecting with any device surrounding our lives; 

we need them to be connected one another. Connectivity is a must therefore. But then, as far as we are able 

to overcome space boundaries, we need to do the same within time constraints. There it comes the must of 

ubiquity, consequently: wherever you are, in time and space, connectivity must be guaranteed, anyhow and 

always. As a result, therefore, the number of connected devices is growing up and Ericsson estimates 26 

billion connected devices by 2020. 

 

 

 

 

Figure 65. Connected devices 2014-2020 (Ericsson, “Mobility Report”, June 2015) 

Figure 66. Smartphone subscriptions per region 2014-2020 (Ericsson, “Mobility Report”, June 2015) 
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As recalled by Euromonitor International, the very first idea of smart-home came in the 1960s with the 

animated TV sitcom, The Jetsons. By the way, despite expectancies, both Euromonitor and Accenture 

underline the not-yet wide adoption of smart home devices and, more generally speaking, of Internet of 

Things (IoT). According to Accenture report “Igniting Growth in Consumer Technology”, the major reasons 

to that stalling are price (62% of respondents find IoT devices too expensive), security and privacy concerns 

(47% of respondents) and ease of use (64% of respondents). Speaking of smart home devices strictly, 

Euromonitor International identifies the lack of leadership and uniformity in the Market and the undelivered 

“wow” factor as the two main explanations to that unmet trend. 

 

Anyhow, there seems to be 

agreement over the new 

prospects for the year 2016: 

the widespread adoption of 

smartphones (1.3 billion 

units by 2016) and the 

steeply growth in mobile 

Internet penetration (40% by 

2016) are seen as the 

foremost key factors. As an 

example, thanks to their very well-known early-adopting and technological-advanced identity, Sweden and 

Norway are showing an extraordinary increase in smart-home devices demand as a result of their energy-

efficiency benefits. What is more, big and well-financed companies are entering that Market, as Google with 

Nest, Samsung, LG Electronics, Philips, Bosh and many others. Stemming from Accenture report “Engaging 

the Digital Consumer in the New Connected World”: smart watch and home-connected surveillance device 

system are the most widespread planned purchased (41%), followed by wearable fitness (40%) and smart 

thermostat and wearable health device (39%). 

 

Figure 67. Global Household Possession of Broadband-Enabled PC and Mobile Telephone: 
2009-2030 (Euromonitor International, “Consumers in 2016”) 
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Hence the Internet and digital 

technologies are undeniably turning 

upside down the World, from 

developed countries to emerging 

economies, from the technology 

sector to any economic activity, from 

the main strictly high-tech device to 

everyday life. The couple is deeply 

entrenching with anything we know or 

we cannot even imagine for the 

moment. That is the future we foresee 

in the end and that is the business 

strategy that is getting deployed to 

anyone in the Market. 

 

 

 

 

According to Ericsson ConsumerLab, “10 

Hot Consumer trends 2016”, the desire for 

connected devices and for artificial 

intelligence (AI), looking beyond, is 

definitely apparent. Smartphone users are 

looking for a future with no more screens, 

no more smartphones even. 85% of them 

expects wearable electronic widespread 

adoption within five years and 50% is 

envisaging a future in which they are 

talking to household appliances as to 

people. They are then guessing the 

introduction of AI into common activities, 

such as net research, travel guidance and 

personal assistant. Going forward, some foresee AI employed as a teacher (44%) or as a doctor (29%) while 

one third looks at it as a solution to loneliness or as a reference for sensitive matters. 

Figure 68. Ownership and purchase intent for intelligent devices (Accenture, 
“Engaging the Digital Consumer in the New Connected World”) 

Figure 69. Consumers who think using artificial intelligence (AI) would be a 
good idea (Ericsson ConsumerLab, “10 Hot Consumer Trend 2016”) 
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Looking to sensing homes, the expectations are high as well. Always with a five-years perspective, 55% of 

smartphone users is waiting for a house entirely entrenched with sensors: any single bit must be connected 

with all the others, so that everything is under control – even the air, for example, must be constantly 

controlled to ensure a given level of quality. 64%, next, foresees a house that mimics outdoor light 

conditions. Last but not least, as stated by Accenture, wellness technologies in the form of wearable devices 

are spreading out but smartphone users are still envisioning something more, internables. 50% of them, in 

fact, is waiting for internal sensors that inform them right away about their actual health and wellbeing 

status. Going even forward, 8 out of 10 are looking for sensors that enhance human capabilities while 1 out 

of 3 expects sensors adding instant information to what one is seeing in the meanwhile. 

 

From market perspectives, not only businesses have to answer to new consumers and demands, but, as 

previously hinted at, they are primarily experiencing a real revolution: it is the digital revolution and it is 

pervading anything, with no trace left from the past. 

 

 

 

Figure 70. Technology Vision Evolution 2014-2016 (Accenture, “Technology Vision 2016”) 

) 
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Platform ecosystems. So what in the business landscape? Above all, rules of competition are definitely 

turned upside down. According to Accenture, businesses are living the «most profound change in the global 

macroeconomic environment since the Industrial Revolution», that is the birth of Platform ecosystems. It is 

not something starting right now: the very first examples date back to Apple first and following to Amazon, 

Google and Alibaba. Now, hence, it is time to any player in the Market to undertake that change. The 

innovation underlying Platform ecosystems and its winning strength as well are given by its connectivity 

identity. The new business model, in fact, answers to the Consumer’s connectivity and ubiquity musts with 

something connected by nature, 

an ecosystem: the traditional and 

linear value chain is so turned into 

something organic, giving a unique 

solution to many different, tied 

needs. The claimed world-

shattering force seems to find 

proof even in numbers: today, the 

market capitalization of the top 15 

public platform companies adds 

up to $2.6 trillion and estimates 

forecast astonishing rewards. 

 

 

Moreover, the new business model seems to find agreement even among executives: according to 

Accenture’s survey, 40% of executives sees Platform Business Models as the key factor for success, 82% 

considers it as the glue that makes companies working together and 86% thinks that power is getting 

transferred from supply-side economies of scale to demand-side economies. 

Figure 72. Traditional Value Chain vs Platform-Driven Business Models (Accenture, “Technology Vision Evolution 2016”) 

 

Figure 71. Macroeconomic Transformation - Platform Economy (Accenture, 
“Technology Vision Evolution 2016”) 



 

82 

 

As a matter of fact, as already and largely argued about, things and people are getting ever more connected 

ones with the others and businesses have to face that, in a manner or in another. The solution thus offered 

by Platform ecosystems could not have been ever more rational or natural: it comes with no surprise at all, 

therefore, the claim that these latter are getting the role of Master Conductors within the new scenario. As 

a consequence of the increasingly widespread deployment of Platform ecosystems, hence, companies are 

tearing down all their barriers and vertical value chains: the result is then the birth of webs of new, stronger 

and much more extended ties among any participant in the Society (from suppliers to consumers and even 

competitors), within which those same companies behave as the hubs. In the end, that is the revolution and 

the wave of enterprise disruption foreseen by Accenture for the year 2016: as far as vertical structures and 

consequently organizational silos are getting broken down, leaving room to the creation of platforms, market 

segmentation stops to make sense and competition is opened up to the entire Market, without any limit at 

all. Hence, if competition has been given an extraordinary boost, as just said, the same occurs with regard to 

market opportunities: differently from technological innovation, in fact, the actual future evolution is slightly 

predictable, rather it is all left to human creativity and ambition, which are naturally infinite 

 

Share value. The possibly major consequence of that revolution is a profound change in perspective, from 

profit value to share value, from me to us. As far as businesses build up platforms, by definition, to get profit 

they need to guarantee the sustenance and the profitability of the entire web within which they are the hub: 

besides, which hubs could they be if there is no web? To be more precise, in truth, we could say that the 

Platform Business Model seems to be eventually the solution to the revolution anticipated by Michael E. 

Porter first at the beginning of 2011 and later in June 2013. In particular, the Professor in Economics claims 

both through the Harvard Business Review in “Creating share value” (January-February 2011) and during a 

speech at TED Talk (June 2013) that it is time to change for the entire System and most of all for companies 

to «take the lead». M. E. Porter points out that the consolidated and widespread awareness of 

environmental and social problems has driven companies into a corner, charged with the responsibility of all 

major disasters and of the global economic crisis. However, even though that could be partly true, the fault 

lies in someway anywhere. For too many years, any player in the System, from consumers to companies, 

governments and anyone else, has believed the overwhelming existence of a trade-off between economic 

and social issues. The truth instead is that the trade-off has never existed and the last economic crisis, most 

of all, has definitely proved that. In fact, NGOs and no-profit institutions, despite improvements, have never 

been able to definitely resolve social or environmental problems despite years over years of hard work. Why? 

Because they do not have resources, they cannot scale. But profit organizations eventually can. On the other 

side of the coin, then, companies pursuing their own interests, even at expenses of suppliers and customers, 

have harshly fallen deep in the economic crisis, losing any profit, together with the rest of the Society. To M. 
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E. Porter, therefore, two key facts are today clear and never more questionable: first, «Capitalism is an 

unparalleled vehicle for meeting human needs, improving efficiency, creating jobs, and building wealth»; 

second, share value rather than economic value needs relentlessly pursuing. Share Value, in particular, is 

given by the simultaneous attainment of economic and social values. It is not, therefore, a different way to 

share the pie – as often thought about – rather it refers to a bigger pie. Evidences both from present 

economic, social and environmental problems and from few but good examples show that business success 

is intrinsically tied to community success and, more precisely, the wealth of one triggers the wealth of the 

other and vice versa: it means, therefore, that if companies aim at maintaining and increasing their economic 

profits, they need pursue social purposes. If that actually occurs, then, as it straightforward, all the 

participants in the Society, from customers to competitors and suppliers, can benefit and get enriched: 

companies’ opportunities further widen consequently and the latter can ultimately increase their profits 

even more, safeguarding their long lasting. The Academic then concludes fostering the collaboration 

between any player in the Society and not the mere competition. 

 

«No company is self-contained. The success of every company is affected by the supporting companies and 

infrastructure around it. Productivity and innovation are strongly influenced by “clusters”» (M. E. Porter, 

“Creating share value”, Harvard Business Review, January-February 2011) 

 

Therefore, what better if not Platform Business Model? 

 

Sharing economy. If share 

value is fostered within 

business, the attitude to 

share seems to be the must 

among consumers as well. As 

claimed by Rachel Botsman 

in May 2010 at TED Talk, 

«we’re monkeys, and we’re 

born and bred to share and 

cooperate». The author 

restates once more the 

definite collapse of the 

Figure 73. The four key drivers to collaborative consumption according to Rachel Botsman 
(TED Talk, May 2010) 
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modern society and, in particular, of the hyper-consumption, that she eventually defines a «Ponzi scheme». 

Hence, from her personal point of view, the occurrence of the global economic crisis alongside the ever 

severer environmental problems, the return to Society’s and Community’s values and principles and the 

boost in real-time technologies and social networks, all them together are bringing into everyday life an 

ancient and natural way to behave, that is collaboration. To be more précised what is emerging is what she 

calls collaborative consumption and it is definitely displacing hyper-consumption: people are rediscovering 

the value of measuring, of needs instead of passing fancies, of usefulness instead of appearance, of sharing 

instead of buying and then throwing away, of access instead of ownership. As it is clear, consequently, new 

different businesses are fitting straightaway the existing gap of collaboration. Above all, R. Botsman 

distinguishes between Sharing economy, «an economic system on sharing underused assets or services, for 

free or for a fee, directly from individuals» (BlaBlaCar, as an example), and On-demand economy, «platforms 

that directly match customer needs with providers to immediately deliver goods and services» (Uber, as an 

example).  

Around this major distinction, some critics claim that, after just five years, despite the extraordinary and 

widespread consensus and enthusiasm gathered all over the World, Sharing economy has already died and 

none has even noticed that. In particular, in this view, the original idea that people could trade directly, one 

with the other, their underutilized or dismissed items or spaces or whatever, making a profit by themselves 

and eventually putting an end to Capitalism (what is here meant to be the pure Sharing economy) has been 

displaced by the re-emergence of the Marketplace, in the form of the On-demand economy, where 

companies still play the role of intermediaries among people, consequently gaining their profits. However, 

back to R. Botsman’s TEDx Sydney Talk speech, besides distinctions, it seems that the author her-self accepts 

within the major idea of collaborative consumption the co-existence of both business models. More 

precisely, she directly puts them along a continuum where Sharing economy is definitely the evolutionary 

end of the On-demand economy. 
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In the end, anyhow, what is 

definitely key and ground-

breaking is the Consumer’s 

need to share, to stop wasting, 

for usefulness. Why are they so 

world-shattering? Because 

they are tearing down 

Capitalism in the end. 

According to Paul Mason, the 

World is moving toward a new 

era, the Post-capitalism. He 

identifies three main drivers: 

first, new technologies are 

progressively and inexorably reducing the need for human work; second, the Market is appearing ever more 

unable to price correctly; third, collaboration is changing priorities, rules, behaviours, wills and mind-sets. All 

of that is triggered off by information in the end. Information is actually spreading all over the world; it is 

flooding every single thing; it is being viewed as the real value. And that value, ultimately, is abundant and it 

is owned by anyone. Therefore, what is what is actually driving innovation and what Consumers are 

eventually asking for. As a matter of fact, ever more we are surrounded by Artificial Intelligent technologies 

whose actual value is given by their capabilities (so by the information they hold) and not by the production 

processes or the materials employed. It is not an inertial process at all: businesses and Consumers are 

increasingly and loudly asking for AIs and day after day they expect further and continuous upgrades. 

Nevertheless, as already hinted at, on the opposite side of the coin, as long as those technologies own some 

competencies, they can even substitute human work eventually. Information, after all, has no economic cost: 

its value is above all its usefulness and that is all but quantifiable or well definable. As a result, production 

costs are progressively dropping down to zero and wages are definitely getting dissociated from work. The 

profusion of information then collides with the scarcity of the Market, thus leading our present system to 

the crisis in which it actually lies or from which it is just recovering. Hence, no doubt, we are relentlessly 

moving toward an information-based system and there is no way to get back. But then, as P. Mason recalls, 

reversely restating the Arrow’s Information paradox, «an economy based on the full utilisation of information 

cannot tolerate the free market or absolute intellectual property rights»: otherwise stated, that is the end of 

the Capitalism. 

Figure 74. Eight-year time span example of business evolution in collaborative consumption 
(Rachel Botsman, TED Talk May 2010) 
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It could seem something outstanding and 

unexpected, but, as P. Mason outlines, the 

first to glimpse at such an outcome was Karl 

Marx with his work “Fragments on Machine” 

(February 1858). In this piece, the German 

philosopher and economist envisages an 

economy where work is almost completely 

done by machines, men have only to 

supervise and information, or, as he says, 

knowledge, is the sole thing to value. Going further, K. Marx claims that such knowledge is stored in human 

minds: therefore, it is something “social” by nature and it needs anyone’s contribution to get it improved. 

As far as all that occurs, K. Marx concludes, Capitalism ends. 

In the end, that is what is actually happening in the present times. As it has been outlined since the very first 

lines and as it has been claimed by P. Mason too, the Capitalist Man has been evolving into an «educated 

and connected human being» and is thus driving the change: there is no way to get back. Meanwhile, as 

already discussed by and large, some shocking externalities are occurring concurrently, as climate changes 

to start with. All things considered, therefore, the author foresees what he calls “Project Zero”: that is «a 

zero-carbon-energy system; the production of machines, products and services with zero marginal costs; and 

the reduction of necessary work time as close as possible to zero». From his personal standpoint, then, that 

is all but a utopia: the death of Capitalism is the sole concrete and possible solution to the presently existing 

great contradiction between information (abundant and actually free) and the Economic Market (scarce). 

 

So what? The wave of change is all but uncertain. Perhaps the pure Sharing economy is dead or, rather, it is 

just at its beginnings. No matter. The relevance is that, in one way or in another, through Sharing economy 

or else the On-demand economy or through anything else, the Market, the rules, the World have definitely 

reached a point of no return. Would it sign the collapse of Capitalism? May be. Anyhow remember the key 

role claimed by M. E. Porter at TED Talk (June 2013) with regard to business: resources are inevitably required 

to create share value and resources are created ultimately and definitely from profit. Hence, if we expect 

the collapse of Capitalism, personally I would rather wait for the annihilation of the entire system rather than 

the sole overcoming of NGOs against profit-driven organizations, for example. Above all, sharing and 

collaborative consumption are permeating anything, from the way to manage businesses to the way to 

consume, eventually becoming the actual sources of value. People now appreciate the measure: they do not 

want to waste ever more; having lost faith into institutions and into the Market, they trust themselves and 

the Society they are part of; they need to share emotions, thoughts, images of their lives throughout social 

Figure 75. Is it utopian to believe we’re on the verge of an evolution 
beyond capitalism? Illustration by Joe Magee 
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networks; they want to share things as well; they value usefulness more than anything else so that they 

prefer access over ownership. Meanwhile, as already discussed upon, digitalization is spreading out and, with 

it, an information-based economy is emerging, displacing all the other systems in place. Furthermore, as 

stated by Accenture, while Artificial Intelligence is increasingly employed, with no doubt the workflow needs 

to become more liquid, actually capable to manage the new technologies, face efficiently and effectively the 

Market and learn and adapt continuously to the ever-changing scenarios. Any sort of barrier has been torn 

down therefore: business barriers has fallen down as well as conventional work rules and the way to 

consume. 

 

Pay-per-use. Alongside with all those changes, it is clear that even payment models are changing. In 

particular, thanks to digitalization first of all, all over the World and throughout businesses the pay-per-use 

system is largely standing out. The model, in fact, unquestionably fits the Consumer’s need to measure and 

save: in fact, not only it allows the Consumer to pay for the exact consumption or usage he/she made of the 

product or service but also it gives him/her the go-ahead to plan and control how much to spend. Moreover, 

because of its “granularity”, built on a unit-base cost, the first price by which it shows out is definitely low, 

exerting consequently a pull on Consumers. It is a matter of fact that Consumers are first concerned with the 

immediate purchasing price and with the package price rather than, respectively, with successive or 

additional costs and with the single-piece price. In this regard, therefore, while leaving the ultimate 

“package” amount on Consumers’ deliberate choice, the pay-per-use model takes full advantage of the 

unitary low cost as the first price Consumers deal with. Additionally, the system allows for a redefinition and 

re-establishment of trust between Consumers and businesses. Thanks again to its granularity, the linkage 

between price and benefit is made definitely transparent: as a result, Consumers’ decision-making is 

restored free and aware and so is the relationship between the Consumer and the Business. There are lots 

of examples of companies deploying the pay-per-use business model all over the World and across industries. 

Just to mention someone: BMW and Daimler with their car-sharing businesses (respectively, DriveNow and 

Car2go), Philips with its last pay-per-light model, Real Insurance and UnipolSai with their recent pay-as-you-

drive offers, EDF Energy with its pay-as-you-go formula and so many others.  

 

Circular Economy. All that given, in the end, what we are all experiencing, all over the World, is the born of 

the so-called Circular Economy. As defined by Ellen MacArthur Foundation, «A circular economy is one that 

is restorative and regenerative by design, and which aims to keep products, components and materials at 

their highest utility and value at all times, distinguishing between technical and biological cycles». The 

underlying thought dates back to past times, to different authors and theories, showing its first concrete 
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application in 1970s. Among all, three schools of thought are particularly appointed as the main 

contributions to the present Circular Economy: Cradle to Cradle, Performance Economy and Regenerative 

Economy. 

Figure 76. The Circular Economy (Ellen MacArthur Foundation) 

 

Introduced by a German chemist and visionary, Michael Braungart, together with an American Architect, Bill 

McDonough, Cradle to Cradle thought states that the World undeniably has a «design problem». The 

problem then regards products, any artificial object, and their life cycles. According to the authors, then, it 

is not a matter of growth per se as far as any single element in Nature is fed by energy and growth itself is 

part of their natural cycle. Therefore, stemming from this latter consideration, it becomes clear what is 

meant by design problem: artefacts and economic systems must be thought first and realised then as 

biological metabolisms, intrinsically and deeply integrated with the World around since the very first 

beginning to the end. There have not to exist waste, hence, because Nature does not have it at all. In 2010 

B. McDonough and M. Braungart founded Cradle to Cradle Products innovation Institute, a no-profit 

organization, releasing product certifications according to the Founders’ Cradle to Cradle Certified™ Product 

Standard.  
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The second major school of thought is then Performance Economy, led by Walter R. Stahel, a Swiss architect. 

After decades of discussions, since 1970s, in an interview on MakingItMagazine.net in 2013 the architect 

claims that the Cradle to Cradle principle «will never be a global model». To the Academic’s standpoint, the 

reason lies on the evidence that, within the Cradle to Cradle’s thought, the recycling process is forced instead 

of deliberately employed: as a result, not surprisingly, in the majority of cases it is more polluting recycling 

products rather than throwing them away. The solution therefore lies in the economic system, according to 

Stahel, and, in particular, in performances. In this instance, thus, the turning point is the object of trade, 

above all: never more products, rather services, pure performances. Following the author’s perspective, 

then, if companies held the entire product life cycles, offering to Consumers only the access to performances, 

in order to be profitable they would deliberately choose to pursue the «smallest loop» (that is, reusing, 

repairing, remanufacturing and re-marketing). Within such model, in fact, all materials and disposal costs 

would fall on companies’ side as well as production costs, while Consumers would only pay for the access to 

service. Consequently, being sustainable and efficient, lessening the use of materials and maximizing any 

single moment of the product life cycle would be the unique solution to businesses to gain some profit: as it 

is straightforward, then, the resulting total benefits are even larger, given the Consumer’s and the whole 

Society’s indirect gains. 

 

Last but not least, Regenerative Design was developed in 1996 by the landscape architect John T. Lyle, 

appointed to have definitely paved the way for the Circular Economy. According to the author, economies 

and human systems in general must mimic the natural life cycle that is not one of degeneration rather than 

of regeneration. As a result, economic systems and products should behave as well, integrating, adapting 

and continuously evolving and regenerating with the surrounding environment. 

 

The Circular Economy, hence, can be seen as the synthesis of that (at least) 70-year-old path. The model 

develops over six main building blocks, combined in the acronym ReSOLVE: regenerate, share, optimise, loop, 

virtualise and exchange. In the first instance, the system must ensure the regeneration of natural resources 

(what is called the natural capital) and an efficient and effective use of them, from the materials it employs 

in production to the energy used. Products then offered in the Market must be exploited maximally and 

efficiently in any instance: that implies, by definition, the overcoming of access over ownership and the 

spreading out of sharing mechanisms. Thus, performance overwhelms products and, as stated by W. R. 

Stahel, the production process needs optimizing as much as possible in order to gain the maximum available 

profit. Always with “the-largest-exploitation” objective in mind, following, it must be built up closed loops 

guaranteeing product re-use, repair and re-market and, alternatively, inner loops need prioritizing. 



 

90 

 

Dematerialization (or virtualization) then has to be fostered in order to further optimize processes and 

sustain sharing over ownership. Last but not least, to guarantee the highest performances in any phase, the 

exchange of old products with new ones is mandatory whenever required. According to Ellen MacArthur 

Foundation, concluding, the resulting benefits from that model can be summed up into five key point: 1) 

substantial net material savings; 2) reduced exposure to price volatility (as a consequence of the first point); 

3) increased economic development (according to estimations, +0.8-7% in global GDP, +0.2-3.0% new jobs to 

existing ones, -8-70% in carbon emissions); 4) increased innovation and job creation potential; 5) increased 

reliance in living systems and in the economy. 

 

In the end, all that could seem something more philosophical than concrete. It could even sounds as the 

economic face of Buddhism with regard to the reincarnation principle here translated into the economic 

loop of re-use, repair, re-market. We could assert that Sharing economy is dead. We could say even that 

Capitalism is dead. No matter what, everybody seems to agree that the whole global economic and social 

system we had lived in for years until 2007 has been overthrown. We are all facing a severe problem of 

resource scarcity together with the fear for unavoidable permanent climate disasters. So no doubt that we 

are eventually on the way of a revolution whose final result depends primarily on us. There is a call for 

decoupling wealth from resources and there is no disagreement on the overwhelming superiority of share 

value to individual one. Hence, Circular Economy seems eventually to reconcile all the parts: indeed, it 

definitely puts an end to Capitalism; at the same time, next, it allows for an economic system, as fostered by 

M. E. Porter, built on sharing mechanisms that enable altogether maximum and efficient exploitation, the 

decoupling from resource scarcity and the prevalence of share value over economic value. In support of that 

conclusion, Accenture identifies the Circular Economy with the «biggest revolution in the global economy in 

250 years» and, to its estimations, it is going to value $4.5 trillion within 15 years. Digitalization, more 

precisely the Internet of Things, is eventually recognized as the engine actually powering that revolution. It 

is widely accepted that sooner or later IoT will burst into the Market, leading the revolution. What is world-

shattering within IoT is its information-enabling feature. We are not facing with new products; we are facing 

with a new way to deal with products. Everything is going to be connected, as we already hinted at 

throughout the previous pages, and, meanwhile, as far as connectivity takes place, information is blowing 

up and the real information economy is finally coming out with all its disruptive power (and there it comes 

the death of Capitalism fostered by K. Marx in the end). With information, as a matter of fact, performance 

can be eventually measure with accuracy and real-time improvement, reparation or else replacement can 

be actually accomplished. Consumers’ needs can be then assessed and consequently satisfied with ever-seen 

precision. Competition thus shifts from products to services as long as the Consumer is enabled to look for 

the one who best and most precisely satisfies any of his/her instant need and desire. In the end, all of that is 
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anything else but the soul of the Circular Economy and it has already started out. According to “Intelligent 

assets: Unlocking the Circular Economy potential” by Ellen MacArthur Foundation, nowadays IoT can count 

on about 10 billion products and many others are going to be added up so that by 2020 we could enjoy an 

estimate of 25 billion (according to Gartner) or even 50 billion (according to a recent DHL-Cisco report) 

connected devices, throughout industries. Despite some suspects given by a certain delay in IoT coming out 

in the Market (as documented by Accenture), the trend seems advancing relentlessly and unavoidably: Cisco 

predicts the occurrence of the so-called Internet of Everything, that is a network of connections not only 

among things but also among people, processes and data. According to Cisco, then, the potential at stake 

amounts to a net profit of about $14.4 trillion within 10 years. Similarly, McKinsey Global Institute estimates 

around $ 3.9-11.1 trillion per year by 2025 (60% in developed countries and 40% in developing ones), with 

Business-to-Business applications counting for 70% - everything depending on the actual understanding and 

exploitation of IoT potentialities. The Institute further estimates that IoT users (whoever they are, 

organizations or persons) will be those actually gaining most, precisely 90% of the generated value. Given 

the key role played by IoT, therefore, if we analyse companies under the two combined aspects, that is IoT 

and the Circular Economy, we find lots of companies, all over the World and throughout industries, cutting 

through the wave of revolution: just to name some, Philips, IBM, Google, General Electric, Uber, Zipcar. 
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Figure 77. Potential economic impact of IoT in 2025, including consumer surplus, by setting (McKinsey Global Institute, “The 
Internet of Things: mapping the value beyond the hype”, June 2015) 
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Figure 78. Businesses already operating in the circular economy-intelligent assets interaction matrix (MacArthur Foundation, 
“Intelligent Assets: unlocking the Circular Economy potential”) 
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Millennials. There is widespread agreement that behind all that outstanding and shattering revolution there 

is the Man or, to be more précised, there are Millennials. Millennials are those persons born between 1980 

and mid-1990s. All over the World they are called in different ways, distinguishing by the weight played to 

the national population, by wealth and finally by some peculiar features. To give an idea, according to The 

Guardian, in Sweden they are called Generation Curling, in Norway Generation Serious, in Poland Generation 

John Paul II, in China ken lao zu (“the generation eating the old”), in Japan nagara-zoku (“the people always 

doing two things at once”), in US and in Italy Millennials, in UK and Australia Generation Y, in Spain 

Generación Ni-Ni (the generation neither working nor studying), in Germany Generation Maybe (highly-

skilled persons with so many opportunities that they commit to nothing). Generally speaking, according to 

Euromonitor International 2015, Millennials in developing countries are richer than the previous generations 

and willing to show it; in developed countries, instead, the situation is turned upside-down with that 

generation being poorer than the previous ones, facing the unemployment plague together with debt-

default problems, low-wages and unaffordable housing. Besides cultural and national differences and 

possible categorization within the macro generation group, Millennials share some common features beyond 

simply the age and that is unequivocally the reason why we are observing the same macro-economic trend 

all over the World. Before getting into details with Millennials, it is worth to highlight that the Internet first 

and powerful social media then, as Facebook, have been the catalysts of that homogeneity. 

According to Euromonitor International, for instance, Millennials are looking for experiences, value and 

engagement. Preferring access over ownership, they generally value most minimalism fostering sometimes 

anti-materialism. The climate urgency they are living in first person leads them to cultivate re-using, re-

cycling and charity instead of selfish. In developed countries, indeed that is further fostered by the financial 

crisis. In some ways, we could state that this generation is one of paradoxes: if on one hand they look after 

environmental protection, measure, performance value and social justice, on the other hand they are 

individually focused. Primarily because of social media and blogs, Millennials are highly engaged in self-

promotion and public life. They search for transparency, authenticity and engagement from the companies’ 

side. They are eventually the “digital natives”. 

Given their ages, their present or forthcoming roles of parents or leaders and given their global homogeneity, 

it is undeniable the critical importance in the actual and future scenario. Forbes, in particular, claims that 

2016 is definitely the year of Millennials. And if that holds true, considered their outlined characteristics and 

their unequivocal link with the Circular Economy, that is also the year of the Circular Economy. There is no 

more time to wait or even to hesitate.  
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Before going ahead with the discussion, it is worth to 

mention some of the results attained by Nielsen and 

showed out through its report “The sustainability 

imperative. New insights on consumer expectations” 

(October 2015). According to the research, 

«consumer brands that demonstrate commitment to 

sustainability outperform those that don’t». To give 

some concrete evidence, the research reports that in 

2015, at the global level, “sustainable” companies 

have increased their sales by more than 4% with 

respect to the 1% increase recorded by “not-

sustainable” companies; following, consumers 

willing to pay more for sustainable brands have 

grown up to 66% from 50% in 2013 and 55% in 2014. 

Nowadays consumer decision-making is more aware than ever: as previously claimed, the amount of 

information flowing anywhere has eventually shifted the information asymmetry from the Market to the 

Consumer, empowering the latter against the former. As it is plain, therefore, understanding the drivers that 

lead the purchasing decision is increasingly strategic to survive in the Market. According to Nielsen report, 

then, globally speaking, brand trust is the keystone to purchasing-decision for 62% of respondents: next, it 

follows concerns about health and wellness (59%) benefits given by the product, the kind of ingredients the 

product is made of (57%) and the environmental (45%) and social (43%) commitment pursued by the 

company. It is evident that, given the actual information unbalance in favour of Consumers, from a 

company’s perspective those immaterial drivers are hardly easy to achieve and even to maintain. 

 

Furthermore, it is interesting to notice that, across income levels, those $20,000- (or less) income earners 

are more willing to pay extra for sustainability by 5% than those $50,000- (or more) income earners. 

However, besides all and any other difference across ages and regions, worldwide it is observed an increase 

in extra-pay willingness for sustainability. To give some evidence of that, almost 75% of Millennials are willing 

to pay an extra for sustainability (nearly 50% in 2014) versus 72% of the under-twenties (55% in 2014) and 

51% of Baby Boomers (nearly 44% in 2014). As it could be easily guessed, then, consumers in developed 

markets are more sceptical and hard to influence: therefore, the incidence of persons willing to pay more 

for sustainability is lower than in emerging markets. 

 

Figure 79. Percentage of consumers willing to pay more for 
sustainable brands (Nielsen, “The sustainability imperative, New 
insights on consumer expectation”, October 2015) 
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Figure 80. Purchasing drivers (Nielsen, “The Sustainability imperative. New insights on consumer expectations”, October 2015) 

 

 

Concluding the analysis hence, here and there we have hinted at a revolutionary path that is overwhelming 

the World throughout any of its deepest and hidden part. In this respect, the American academic E. 

Brynjolfsson announces the “new machine age”: according to the author, for instance, «growth is not dead». 

Where electricity has been the «general purpose technology» to the Second Industrial Revolution, computers 

have been the drivers for the recent years. But now, with the coming of digital, mind, brain and ideas take 

the place of matter, brawn and things and so businesses like Wikipedia, Google and Skype, working nearly 

at zero costs and offering to the Market services for free, destroy GDP rules while productivity decouples 

from income as well as wealth from work. From the academic’s standpoint, therefore, the new age of 

machine is so featured: digital, that is things, once thought and realized, can be replicated infinitely, 

instantaneously and at zero cost; exponential, that is upgrades are continuous and ever better; 

combinatorial, that is one single idea paves the way for many and unexpected other innovations. So how to 

solve the paradox of high productivity and zero income? According to E. Brynjolfsson, teamwork between 

humans and computers will eventually be the solution. 
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4.3.3 Utilities 2016 and forward 

 

With the same considerations undertaken with regard to Consumer analysis, the chapter offers a wide view 

of the Utility Market, departing from the strictly national perspective. There are expectations that what is 

happening in the World and in particular within Major Advanced Economies sooner or later it will occurs 

even in Italy, if that is not yet the case. Furthermore, given the similarities among Consumers, as just seen, 

and the world-shattering global trend, an enlarged view, beyond national barriers, is key to better 

understand even the current home-country market and, most of all, the most likely next developments. In 

the end, then, observing the whole scenario is key at least to grasp some competitors’ strategies and 

innovations that they could bring from one country to another in next to no time (or someone else could do 

that by imitation): after all, as it is very well known, current competition overcomes national barriers and, 

for what regards Italy in particular, the Marketplace is extended to the European level (for the moment). 

There are no more doubts. The World is changing in any manner, environmentally, socially, economically 

and technologically, and so Utilities have to change as well. 

Among all, it is very well stated by PwC throughout its “14th PWC Global Power & Utilities Survey”. Just to 

give a hint, it is of great interest the very first figures by which the PwC survey starts with: «97% expect to 

see a medium to very high level of market disruption by 2020; 73% anticipate major or very major business 

model transformation by 2030; 60% say their main home market will be more than ‘50% transformed’ by 

2030». After all, it is not a matter of increasing or decreasing demand in electricity: according to IEA 

estimates, for instance, by 2040 it is expected a 70% increase in electricity demand. What is happening 

instead, as we have seen here and there throughout the previous chapters, is that it is the way people relate 

to energy and electricity, in detail, that is transforming. 

Figure 81. PwC Energy trilemma (PwC, “14th PWC Global Power & Utilities Survey”) 
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As a result, above all, it is expected a shift in the Energy trilemma: according to PwC survey, where in 2015 

security of supply holds the leadership, followed by affordability and sustainability then, predictions for 2020 

foresee a rebalance of the three variables with an increasing attention to sustainability and clean power, 

moving it upwards in the rank, up to affordability levels.  

Eventually, all of that is hardly surprising given the recent spotlight turned on Earth disasters and their main 

causes. As a result, the greater focus on sustainability matched with a resource scarcity problem related to 

Crude Oil, Coal and Natural Gas, and a decreasing opportunity cost on Renewables, all them together thus 

are leading to a significant increase in the use of Renewable technologies: according to PwC, the increase of 

electricity generation capacity undergone by the US over the years 2010-2013 has been satisfied by Wind 

and Solar power for more than 30%, and in Germany, in 2013, 24% of gross electricity consumption has been 

satisfied by Renewables. The acceleration further guessed in urbanization, as already largely discussed upon, 

asks for a well-stated plan in infrastructures, in general, and in electricity distribution, in detail. The Man and 

his new way to live are desperately calling for efficiency and real-time responses, even in electricity matters. 

Within the We Economy and the IoT, connectivity with any single unit thing or person is required and further 

expected anywhere and in any instance. As a result, the Consumer is looking for choice, control and 

convenience in any matter, even in electricity. He is never more considering any product per se, on its own, 

rather he is valuing it, whatever would be, from a service perspective: he values which benefits the access to 

that product gives to him, which things it enables him to do. He wants and expects to be free to choose what 

is actually best for him, what best fits to him, in that precise moment. And he needs control over it to attain 

maximum exploitation. So far, as long as he is looking for efficiency, he requires convenience as well: nothing 

can be ever more done without a strict purpose and need; everything must be measured and placed at the 

right balance between costs and opportunities; no more wastes of any kind, it cannot be afforded in any 

way, neither economically nor environmentally. Hence people expect to pay for the actual use of electricity, 

they expect to have the right control over it, anywhere and anytime. Meanwhile technology is dramatically 

changing the landscape too. In particular, smart grids are definitely destroying distribution rules: if on one 

side of the coin it leads to real-time information allowing exact power distribution, when and where required, 

with no more wastes, on the other side of the coin it opens up to the possibility of distributed generation 

and, consequently, to the ultimate demolition of centralized power generation. Thanks to all these new 

technology innovations together with decreasing upfront investment costs, the single resident can 

eventually create at home his own renewable power generator by installing photovoltaic panels or, rather, 

small wind power generators. Once installed, then, the Consumer can be power self-sufficient and respond 

to neighbours’ power demand when he holds it on excess; or else, he could not even achieve complete self-

sufficiency but the old central power generators will be just secondary to energy demand satisfaction 

anyhow. 
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Figure 82. Smart Grid (PwC, “Get Smart with Smart Grids. A new Paradigm”) 

 

None of that is a mere envisage for the coming future: it is happening and it is happening now. In the United 

Kingdom, the utility E-ON has been introducing into the Market two innovations. The first regards a new 

smart meter: the revolution there does not lie within the electronic communication between the meter and 

the retailer, rather it stems from the new relationship established with the Customer. With this new smart 

meter together with a dedicated smart energy display, the user now can monitor instantaneously his energy 

(power and gas) consumption, both under the lens of energy consumption and under the ones of spending 

and even CO2 emissions. Furthermore, he can monitor his instant, cumulative or even predictive 

consumption against daily, weekly or monthly planned budget or past trends. Therefore, as it can be easily 

inferred, with that new smart meter the Consumer is concretely made aware of which is his home basic 

energy need and how much the other apparels contribute to his energy final bill. The second and consequent 

innovation introduced by E-ON, then, regards a change into its business model and, in particular, into 

Revenue Streams and Value Proposition building blocks. Thanks to the new smart meter, E-ON is offering to 



 

100 

 

its Customers the possibility to “pay as you go”: by means of an app or by phone or online or even in-store, 

now they can pay for the power or gas consumption they have undergone instantaneously or whenever they 

want. Hence we are not facing just a new Revenue Stream, what is rather occurring is a world-shattering 

change in Value Proposition: with this new offer, in fact, the utility retailer overcomes the price competition 

on energy access by delivering a completely new service, a new way to deal with energy. Under this new 

business model, therefore, energy is never more the core of the offer, it is just secondary to it: the core is 

instead the Customer and his empowering. The offer Pay as You Go, in fact, answers to the need of control 

and plan and not to the need of energy – that is only consequential. E-ON is not the sole example however. 

In New Zealand Powershop is a Power Company claiming to be «the world’s first retail online energy market». 

Above all, its Value Proposition is again control, freedom of choice and convenience: by means of an app, 

consumers can decide to let Powershop to buy electricity on their sides, or to buy it by their own; they can 

thus directly decide over the sources from which the power they use is generated; they can look freely among 

the best offers, from any retailer they prefer; they further monitor real-time their consumptions; they can 

decide to pay in advance or instantaneously or even set and forget it. What is more, the company keeps in 

touch with its clients not only by means of the app, but also through social media channels, as Facebook and 

Twitter. We are then observing a shift in the core offering: no more energy per se, rather the access to it, 

how it occurs and how much control it gives to the user. Of course, those are just few examples of how 

utilities are changing throughout the World. However, as already highlighted in the previous chapter, by and 

large industry boundaries are collapsing while platforms economies are rising up. Not surprisingly, therefore, 

the same is undergoing in the energy industry too. In 2014 LG Electronics, a company working in the industry 

of consumer electronics, home appliances and mobile communications, exposes at IFA its SmartHome: 

«nothing strange», one could assert. That is true, smart home eventually is definitely within the boundaries 

of electronics. But LG has gone over. One of the main features of LG Smart Home is its entailed intelligent 

energy-management system: with it, the user can continuously monitor the single energy consumption by 

device; furthermore, devices are integrated with special programs aimed at saving energy in any situation, 

when the user is leaving home or rather coming back home or on vacation. Remaining within the home 

appliances industry, BSH Group has instead unleashed its Home Connect app, exhibited at IFA first in 2014 

and then in 2015 with new upgrades. For the first time, the European giant has introduced into the Market 

no kind of device or technological product, but an open digital platform, Home Connect, connecting any-

brand home appliances by Wi-Fi network. The platform then, besides other functionalities, enables energy-

management and fosters efficiency. BSH Group’s effort into energy saving and efficient use has been made 

further concrete, above all, by the recent partnership with SMA Solar Technology AG. As unveiled at IFA 

2015, the collaboration between the two partners has led to the integration of a particular new task to the 

Home Connect app, FlexStart. This function takes into account the actual need of energy from the usage of 

a given device, the usual and basic power need and the present and forecasted self-generated power at 
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disposal. Given those information altogether, the system accordingly plans the optimal and most efficient 

use of devices. LG Electronics and BSH Group are indeed just two examples: nevertheless, given their 

international extension and powerful positions in the Market, they can be looked at as the first moves 

towards a relentlessly changing scenario. «When we think of who our competitors or partners will be, it will 

be the Googles, Comcasts, AT&T who are already inside the meter. We aren’t worried about the utilities, 

because they have no clue how to get beyond the meter, to be inside the house» as stated by David Crane, 

CEO of NRG Energy, to Bloomberg Businessweek. Having understood the key relationship existing between 

energy and home devices, many other international giants are working on smart home platforms: just to 

mention some, Apple with its HomeKit solution, Amazon that is turning its voice-control device, Echo, into 

the next brain of its smart home system and, further, Google that has first bought Nest and now, at the 

beginning of 2016, has introduced its own smart home platform. Therefore if Apple, Amazon, Google, LG, 

Samsung, BSH, GE (and they are just the first of the list!) area working hard on smart home platforms and 

device connectivity, how far is the way along which those companies will lead energy-management, finally 

displacing utilities?  

 

If hence industry boundaries are definitely blurring, what we can further observe is that ICT is leading the 

change. Digitalization is thus entailing any single part of the World and utilities cannot keep out of it. By and 

large, Consumers expect a digital relationship, where the Smartphone holds the leadership: consequently, 

they wait for real-time support and response, on-demand and customized services and connectivity and 

integration with the rest of the World. They require simplicity, interactivity, efficiency, sustainability and 

endless upgrade: they expect a service that continuously anticipate their deepest and uncovered needs and, 

at the same time, they want to hold the control of what is happening and of their choices. As far as 

digitalization is so spreading throughout industries, digital competitors are also entering any single market, 

included the energy one therefore. The previous mentioned Powershop company is an example. The 

entering of those competitors in the energy retail business is not just a matter of barriers blur therefore, 

rather it entails the annihilation of competition rules. If they succeed as it has been the case until now, digital 

competitors are usually much more flexible, leaner and overheads-free than incumbent utilities. 

Furthermore, as it is claimed by Accenture, in most of the cases, rules not even consider the case of digital 

competitors in those markets, leading them outside the regulatory framework while giving them an 

extraordinary competitive advantage. 

 

The last but not least evidences of that breath-taking revolution come from the car industry. As it is very well 

known, the Earth alarm has turned on a spotlight even on transports. Pollution is indeed one the foremost 
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externalities attributed to transports and, in particular, to urban traffic: once again, therefore, as far as 

urbanization is going to increase at an unprecedented upward sloping path, a great risk and a great 

opportunity are both in place. The risk indeed refers to an irreversible worsen of pollution, the opportunity 

instead lies on electricity. In fact, thanks to the latest technological advances, nowadays electric vehicles 

start to actually spread through urban roads. All main car manufacturers are launching in the Market their 

latest pure and hybrid electric models, such as Audi, BMW, Cadillac, Chevrolet, Fiat, Ford, Hyundai, 

Mercedes, Nissan, Porsche, Renault, Smart, Tesla, Toyota, Volkswagen, Volvo and many others. What is there 

of utmost interest, from the energy industry standpoint, is the achieved empowering of batteries, both from 

a charging and from a duration perspective. Towards the end of April 2015 Elon Musk, Tesla CEO, has 

unveiled to the World his first home and business batteries, PowerWall and PowerPack. The two battery 

systems, efficient and stylish at the same time, lead residents, businesses and even utilities to storage energy 

and using it when needed and when it is more economically convenient, given energy prices in the Market. 

Consequently, as far as batteries are able to release energy during demand peaks, power generation is likely 

to get really halved. What is more, given the fact that batteries storage energy when unused and release it 

on-demand, there is an extraordinary improvement on efficiency: in a way, therefore, power demand is 

further downsized by actually operating at its most ancient source, that is need. The success of Tesla batteries 

has been clear since the very first launch in 2014: a week after the announcement, 38,000 pre-orders was 

placed for PowerWall, triggering the sold-out of the technology until mid-2016. At the beginning of 2016, 

the first installations have got started all over the World, in the US, in Australia but also in Germany and UK. 

As well stated by Bulletin of the Atomic Scientists and by Bloomberg, there is no improved technology on 

Renewables use behind Tesla batteries nor there is eventually a clearly and widely founded economic 

advantage for Consumers as far as policies allow for a remuneration system for the renewable self-generated 

energy released into the grid. Therefore, where does it come from the success? «For me this is the logical 

next step. We have the solar panels but we need a way to make best use of the power they produce. Me and 

my family are all out in the day, and we are not making use of the enormous amount of clean energy that 

our solar panels produce. The battery will allow us to store the energy we don’t use in the day to use when 

we need it in the evenings.» as declared Mark Kerr, the first owner of Tesla PowerWall in Britain, to The 

Guardian. Hence, once again, the need of independence and control seems to overcome the past primary 

economic issues. What is more, it is undeniable, in the end, that those batteries could actually and definitely 

pave the way for a 100% renewable World: the need for one-to-one backup for renewable energies by other 

sources could be eventually avoided and replaced by batteries. Last but not least, anyhow, there is also some 

economic benefits behind Tesla batteries: as stated by Elon Musk, even though the couple Renewables-

Batteries is unquestionably superb, Tesla technology can be applied even without solar panels or other 

renewable-energy generators: the batteries, then, storage energy when prices are low and release it when 

those latter are high. Hence, it seems to be incontrovertible: Tesla batteries could actually be the game 
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changers in the World scenario and it is not by chance that Elon Musk, Tesla and SpaceX CEO, chairman of 

SolarCity and founder of PayPal, has entered the Energy Industry claiming that it could «become a bigger 

business for the company than selling cars». 

 

In the end, it can be hardly established and fixed what is going to happen in the next future. What is clear 

instead is that we are living a time of persistent and ever rapidly increasing changes. PwC, anyhow, has 

outlined four main different market models for the future, depending on several variables, from government 

decisions towards technological innovations and customers country-specifics. The Green Command and 

Control market scenario foresee a centrally-controlled and vertically-integrated system where the 

government sets the rules, decides on investments and manages the entire industry, from generation down 

to retail. According to PwC, such a model might be expected in some countries of South America, Middle 

East or Africa and in others such as China, where public-ownership and hierarchical philosophy are dominant. 

The Ultra distributed generation market scenario is led instead by full unbundling and strong customer 

engagement. Within this setting, it is envisaged a highly distributed system where Renewables constitute 

the primary source, backed up by large-scale, centrally managed thermal generators. The Regulator then 

performs a key role at ensuring perfect competition and efficiency. Data and information further become 

strategic: on one hand, efficiency can be actually pursued by answering to consumer demand exactly and 

real-time; on the other hand, competition can move towards an ever highly sophisticated, personalized and 

service-oriented field. Such a future is mainly guessed then for countries such as Germany and California, 

where investments on distributed generation have already been fostered and the main underlining 

infrastructure is strong and centrally managed. The Local energy systems market scenario then stands as an 

evolution of the latter. It foresees in fact not only full unbundling and customer engagement, but definite 

fragmentation. As a result, the large-scale, centrally-managed energy generator is no more so strongly 

mandated. Instead it is exponentially crucial the role played by the Regulator at guaranteeing efficiency in 

the system. Competition then further moves away from its past, shifting from product to service field. 

According to PwC, therefore, developing countries, without a strong national infrastructures, as well as 

isolated islands could be likely to undergo that scenario. Last but not least, the forth outlined market scenario 

is named Regional supergrid. The setting there foresees a 100% Renewables grid, made of large-scale 

generators, storages, infrastructures and interconnectors. The changing point there lies on the extension of 

the market, beyond country barriers. Therefore, if on one side of the coin the role of the Regulator is softened 

as far as the system is almost centralized, on the other side it is called for international harmonization. As 

well, competition is likely to be smoothened within countries but enforced at a super-national level. Hence, 

as it could be easily guessed, the US and the EU are appointed as the two foremost cases for a similar market 

development. In the end, as asserted by PwC, the most likely future scenario could come from a mix of the 
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previous four. As well, it is probable that, whatever change it will occur, before the ending scenario takes 

place, economies will go through different stages that could entail some, all or a mix of the four settings. At 

this point, then, it is due to add some considerations to the analysis: the proposed cases and future 

developments mainly concern developed countries. By the way, it is a matter of fact that Africa and Latin 

America, first of all, are lands of experimentations for private companies, in particular in Renewables and 

smart-grids fields. Moreover, as abundantly asserted, the Earth alarm has asked for the collaboration of 

anyone in the World, despite economic development rates, and the commitment undertaken by India is 

indeed demonstrative. Last but not least, the expected increase in urbanization, as shown, paves the way for 

efficiency, Renewables and smart-grid plans. Therefore, it is not meaningless to infer that even Emerging 

market and developing economies will soon undergo an energy revolution in line with Advanced Economies, 

as eventually anticipated by PwC in its market scenario analysis.  

 

So now that market change has been made clear beyond doubt, it is unquestionable the need for utilities to 

adjust their business models accordingly. PwC, in particular, has outlined eight likely different business 

models. The Gentailer model is best suited for the Ultra distributed generation scenario, in particular, and 

for markets characterized by competition in generation and retail and by regulated monopoly in transmission 

and distribution. The Gentailer utility, in particular, is involved both in generation and in retail: as a result, it 

can take advantage of the information gathered at one extreme of the value chain to efficiently and 

effectively operate on the other and viceversa, leveraging its unique negotiating abilities while ending up 

with high margins. The Pure play merchant model could be rather appropriate for all market scenarios but 

the Local energy systems and, generally speaking, for any market signed by rising or high peak wholesale 

energy prices and high price volatility. Within such a setting, the Pure play merchant utility operates in the 

generation business, trying to beat the market and making thus a profit on price changes. The Grid developer 

model perfectly fits the Green Command and Control market and the Regional Supergrid market and all those 

markets with a well-established infrastructure. The Grid developer utility is then engaged in the transmission 

segment, generally acting as a natural monopoly. It is thus focused on the maintenance and upgrade of 

transmitting infrastructures on a cost-effective balance. The Network manager model is particularly suitable 

for the Ultra distributed generation market and, as with the Gentailer model, for markets characterized by 

competitive generation and retail segments and regulated transmission and distribution monopolies. This 

last model covers the same role of the Grid developer model with the difference that it operates not only 

within transmission but also within distribution. The Product innovator model is instead highly fitting to the 

Ultra distributed generation market and the Local energy systems market, in particular, and to markets 

characterized by a high degree of distributed generation, high rate of Consumers’ acceptance for new 

technologies and by a not much strict regulation. Here the Product innovator utility is a “behind-the-meter” 
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retailer, offering to the Market a large range of products and services aimed at empowering the Customer 

with control, convenience, choice and connectivity. The ‘Partner of partners’ model is again best suitable for 

the Ultra distributed generation market and the Local energy systems market and for markets signed by a 

high rate of distributed generation, increasingly spreading energy technologies and choices and by 

Customers looking for life simplification at decreasing upfront costs. Differently from the latest model, the 

‘Partner of partners’ utility not only offers to the Market strictly energy-related products and services but, 

together with well-known partners, it introduces to Customers more integrated services ranging from EV-

battery change-out to home-management systems. The Value-added enabler model is another case highly 

fitting to the Ultra distributed generation market and the Local energy systems market and to markets with 

a need for highly-skilled competences and specific knowledge. Especially with regard to incumbents, given 

their hub role, the Value-added enabler utility has the information, knowledge and skills to help the 

Consumer to actually manage energy efficiently. Last but not least, the Virtual utility model, once more, 

perfectly suits the Ultra distributed generation market and the Local energy systems market and, more 

generally speaking, all markets characterized by missing transmission segment or by liberalized market. The 

Virtual utility then act both as an aggregator at the generation level and as an intermediary within the energy 

markets. In that instance, the utility has no overheads as far as its primary function is to integrate, choosing 

the most appropriate energy source from economic, sustainability and customer stand points, and managing 

energy distribution effectively and efficiently. Furthermore, such a utility could even undertake energy-

management functions as done by the Value-added enabler model. 

As it is clear, for instance, those models serve just as main guidelines: as a matter of fact, it might be the case 

for a utility to fulfil more different roles in the Market and, consequently, more different models. 

Nevertheless, it is interesting to observe that the Virtual utility model has been already fostered by the New 

Zealand Power Company, Power shop: another evidence that the forecasted future is all but far to happen; 

it needs only to understand how it will evolve, in which direction and then move ahead competitors. Other 

examples are then suggested by Accenture as it follows. Within the Value-added enabler model, two cases: 

mytruecost energy Web portal, in Texas, functions as a personal consultant, helping Consumers at choosing 

the most convenient retailer and at efficiently managing energy; the smart-metering monitoring application 

Energy Vikings, proposed by Alphacomm Energy Solutions BV, in the Netherlands, lets consumer remotely 

control both their past energy consumption costs and their daily spending. Within the ‘Partner of partners’ 

model: RWE SmartHome, on one side, enables Consumers to save energy and consume efficiently, while, on 

the other side, it integrates the service with home security, from door and window sensors to motion and 

smoke detectors and remote shutter controls, as well as with lighting, heating and other devices; TOON 

platform, developed by Eneco, manages both home devices, as lighting, security, electric vehicle charging, 

carbon monoxide alerts, supply interruption alerts and solar panel, and single-apparel energy consumption 
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controlling systems; the online e-commerce portal Marketplace, released by Simple Energy, lets customers 

buy appliances and receive instantaneous energy-efficiency rebates. Examples of strictly Product innovator 

model are the smartphone app HomeCareI, by British GasI, and the Australian platform, by Reposit Power: 

the former enables consumers to book, manage and track engineer callouts; the latter, instead, optimizes 

the use of solar and grid energy from a financial balance. The British Flexitricity, playing as a consumer 

aggregator in the energy market, and the Netherlands-based Vandebron, a platform enabling local 

consumers to directly buy energy from local producers, are instead other to examples for Virtual utility 

models. 

 

 

Figure 83. PwC Energy transformation frame work (PwC, “14th PWC Global Power & Utilities Survey”) 
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5 INTERNAL CONTEXT REACTION 

 

5.1 ENEL ENERGIA S.P.A.’S IDENTITY THROUGH THE EYES OF THE GROUP 
 

Championed by the latest matrix structure indeed, Enel Group has been able to define and instil one single 

identity throughout all its subsidiaries, despite distances in traditions and geographies. Accordingly, 

therefore, the Group’s five-year strategic plan is unique for all its subsidiaries, irrespective of the fact that 

they stand in the Market as separate entities. For all these evidences, hence, the following analysis is 

undergone at the Group level. 

 

Vision. Open Power is the new Vision of Enel: «We want to be the innovation that the world needs. We dream 

of a more accessible and faster world […]. Imagine a world where your devices charge automatically at the 

point in the middle of the night when energy is cheapest; mobility is electric; lighting reacts to your 

movements; high-speed Internet also reaches rural areas; and everybody is a producer of energy. In an open 

innovation network we work with a wide range of partners to make this world a reality for people, businesses, 

and cities. And to develop the services we haven't even thought of yet.» Definitely a ground-breaking dream: 

we are not talking about leadership, nor about the company per se, there is not a primary focus on market 

position, no more. First and foremost the Group is dreaming about the coming World, what people could 

actually do in the next future: there is for instance an interest towards a new energy, a new sustainable, fast 

and smart world. Only afterwards, then, it comes Enel as the leader and the catalyst of that vision. 
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Figure 84. Mission, Business Strategy and Business Model Framework 
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Mission. As a result, therefore, the Mission claims the following: 

«We're opening our services to more people in more countries, powering economies and widening access to 

energy. 

We're opening new opportunities for our customers, offering innovative services that meet their changing 

needs. 

We're opening our infrastructure to new uses beyond energy, sharing our systems with others to the benefit 

of all. 

We're openly sharing ideas and knowledge with customers, employees and partners so we can deal with 

bigger challenges together.» 

 

The lymph behind Vision and Mission is given by a 

unique Tetrahedron made of Values, Believes, Focus 

and Why, which eventually shape altogether the 

Identity of the company itself. 

 

Values. To Enel, the fundamental Values are 

responsibility, innovation, trust and proactivity. 

Taking Innovation apart, the other three values are 

astonishingly conceptual and deep-rooted at the 

same time. They leverage for instance the same innate and subconscious forces beating against their 

corresponding counterparts in the heart and in the mind of the Man. The close relationship with Human 

well-hidden feelings gives to those values an exceptional power and an extraordinary weakness at the same 

time: on one hand, in fact, they reach immediately Man’s heart and all its impulse and outstanding strength; 

on the other hand, they directly fight against the opposite, equally strong forces so that their success is not 

given. Notwithstanding, any of those four values have been conceived under their best meaning. 

 

Responsibility. Responsibility, for instance, entails the company’s operating behaviour. It starts with 

recognizing that building a longstanding World is of utmost importance and sustainability is unquestionably 

key to that. Hence, Responsibility means Sustainability. At the outset, that implies the use of renewable 

energies in energy generation in order to avoid pollution and resource waste: under this respect, the Group 

not only is producing 47% of its total electricity from carbon-neutral sources but it is even committed to 

Values

Why

FocusBelieves

Figure 85. Sierpinski Tetrahedron within Mission 
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become an «entirely carbon-neutral company» by 2050. Then it entails energy habits: wastes have to be 

completely avoided from the entire value system, from production down through transmission, distribution 

and final uses, consequently reducing economic and resource costs for anyone. In principle, reducing energy 

consumptions unlocks and accelerates the use of renewables; besides, as we have analysed by and large, 

there is an irreversible and increasing attention towards actual needs: people firmly want to have and pay 

for exactly what they need so that access has taken the place of ownership. Then, Sustainability and 

Responsibility (more in general) stand for equilibrium too: in the end, it is sufficient to think about the present 

climate changes or the financial crisis or the two Ninth-century World Wars to understand that sooner or 

later unbalances and inequalities always turn into wars or disasters if not resolved. Therefore, job for 

instance must be sustainable and that means assuring and continuously enforcing security, giving employees 

all the required instruments and competences, investing on training courses and creating a work family 

environment to which people feel belonging, where they find their satisfaction and on which they 

deliberately and powerfully invest all their efforts and ideas. In this respect, Enel in 2015 has invested € 242 

million in safety (+1.5% vs 2014), of which 47.6% on infrastructure and 9.4% on training and information. 

Overall, within the Group there has occurred 7 accidents, 4 of which fatal. Communication and training are 

continuous and since 2014 an initiative called One Safety has been put in place in order to get people involved 

and active participants in work safety. To conclude, «100% of Enel Group operational companies have 

implemented Health and Safety Management System certified according to the standard OHSAS 

18001:2007». The strong Group’s commitment towards Responsibility is proven furthermore by the Group’s 

decision to extend its culture, initiatives (as One Safety) and training courses to contractors together with 

more restrictive contractual conditions on Safety. A great attention is further put on personnel. Just to give 

some examples, selection has been recently revised and now it is based not only on competences but also 

and foremost on motivation, expectations, ambitions, values and believes: in that way it is expected to hire 

only those talented people that naturally belong to the Group and, as such, can foster, enforce and improve 

Enel’s identity, eventually accomplishing the Vision with the maximum effort at minimum cost. Performance 

appraisal, next, is principally aimed at encouraging continuous feedback and, consequently, collaboration 

between collaborators and bosses. Another case is given by parental programs: they are conceived to assist 

employees in their work-life balance management when there are children. Internal welfare and 

supplementary healthcare, then, are thought to encourage people to take care of themselves and their 

relatives as well, before work and any other duty. Afterwards, as it can be clearly expected, Responsibility 

has to be held even outside the company, where it operates. In this regard, being responsible means ensure 

sustainability to the environment and to local communities where the company is always just a guest by 

definition. That implies, for example, instead of disrupting the environment, keeping it unchanged or even 

improving it if required. Similarly, local communities need involving on business decisions, whenever they 

could be affected by the same, or, even, in business activities especially if there is unemployed workforce. In 
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this case, given the Responsibility Value, it is mandatory for the company to ensure that local inhabitants 

have the instruments, the competences and the knowledge to actually contribute to the company’s business: 

no more it can be admitted the mere exploitation of workforces leveraging on their illiteracy and poverty. In 

the end, that is the main difference between being responsible or not: if you do not invest on people, if you 

do not give people the tools (technical and theoretical), if you rely just on few selected persons, if you foster 

unbalances and inequalities, then innovation and so progress and so future and so your same business are 

all but certain at all. Therefore, it lies on Responsibility the must of bringing education, work and all primary 

factors not only to local communities where the company holds its business, but also to any other needing 

community in the World if the company claims to be a global company as it is the case. As an example, then, 

in Latin America, where the Group operates, since 2012 Enel and Barefoot College have been working in 

partnership with the double goal of bringing light to isolated communities and making underprivileged 

women in those places able to install and maintain their solar power systems. What is further noteworthy, 

in order to understand Enel’s philosophy, is that the education plan for those women has been managed 

(and funded) by the Group, taking the ladies to India. Another interesting case is given by Peru where the 

utility is building a 200 MW group of hydropower plants. Given the opportunity at stake, Enel has considered 

how it could have shared the value coming from the hydropower group with the local population: after a 

dialogue with the community, it has engaged in the Curibamba Coffee project aimed at giving farmers 

competencies and appropriate equipment for coffee cultivation. So far, we have analysed Responsibility 

Value from a wide perspective: as it is clear, therefore, in the majority of cases, all the given results can be 

easily observed also from any other player in whatever industry in the World. However, above all, Enel holds 

and claims a far more important and unique Responsibility, that is Energy. It is unquestionable that energy 

makes the difference in anyone’s life, all over the World. If you have access to electricity, then you can have 

light and days, therefore, turn to be longer than natural and you can profit from that and expand your 

activities. If you have access to electricity, furthermore, you can then use a fridge or a refrigerator, finally 

uncovering that you can conserve food for future and critical occasions. Clearly, that is just a hint to all and 

yet even unimaginable potentialities of energy and electricity in particular: anyhow, something that in 

Advanced Economies people often give for granted and miss to value correctly. Coming back to Enel, then, 

above all, Responsibility stands to the Group as the unique duty to bring energy anywhere, even to 

unsupplied lands and communities: not by chance, therefore, «powering more lives» is part of the Group’s 

Mission statement. In particular, Enel claims that responsibility towards the entire World population, that is 

more than a billion. Among its initiatives, since the end of 2011 Enel has launched a dedicated program, 

ENabling ELectricity, with the major aim of helping all those rural and peripheral communities in the World 

without access to electricity. As it can be clearly expected, in parallel with that strict commitment, Enel has 

never missed out the opportunity to help communities even with respect to other issues: an example above 

all, since 2013, with the annexed project Powering Education, Enel has distributed over 1,100 solar lamps to 
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students across 70 rural off-grid villages in Africa. The allegiance to this Value in the end is further confirmed 

by its several recognitions: just to mention some, since 2004 Enel is included in the Dow Jones Sustainability 

Index as one of the leading companies in the “Electric Utilities” sector; since 2002 it is considered within the 

FTSE4Good Index; in 2015 the Group has been included again in the Dow Jones World Index and in 2016 

RobecoSAM Sustainability Yearbook it has been awarded with the Silver Class prize for Sustainability; in 2016 

it has been included in the STOXX Global ESG Leaders, in the Sustainability ECPI, in NYSE Euronext and in the 

CDP Italy Climate Change Disclosure Leadership 2015 Index. Concluding the picture of how deeply and firmly 

Enel has embraced this claimed Value, on September 25th 2015 the Group has stated to contribute to 4 out 

of the 17 United Nations’ Sustainable Development Goals with the following plans: to quality and education 

goal, bringing education to 400,000 people in Africa and in Latin America by 2020; to affordable and clean 

energy goal, fostering affordable, sustainable and modern energy to 3 million people across Africa, Asia and 

Latin America; to decent work and economic growth, encouraging employment and sustained, inclusive and 

sustainable economic growth for 500,000 people; to climate action goal, engaging in climate-change 

initiatives and achieving carbon neutrality by 2050. 

 

Trust. Another Value is Trust. If then we are actually living times where, given all the economic and 

environmental emergencies, Strategic Corporate Social Responsibility is almost mandatory so that 

Responsibility Value can be seen as one share value across companies, industries and countries, Trust is all 

but that. In the end, as firmly and loudly stated by M. E. Porter, even to succeed with socially responsible 

initiatives, profit is key above all. Therefore, if that is the case, we cannot think of a market without 

competition. After all, competition enables progress and that is indeed required to let the whole World 

improve and become day by day ever more efficient and sustainable. But competition, on the other side of 

the coin, entails also rivalry among players and best performer selection eventually. Hence, it is within that 

common framework matched with a leadership vision that Enel claims Trust as one of its Values. In particular, 

by Trust the Group means transparent and honest behaviours in front of the whole Society, with the primary 

aim of creating value to share with all the actors involved in the business. As we have learnt from its history, 

since its birth Enel has always looked for collaborations with research institutes and even with other big 

utilities, in favour of progress, recognizing therefore the upper and incomparable value of sharing 

knowledge, competences and forces. However, now this Value is claimed publicly and loudly and extended 

beyond the research field. As we have already mentioned, Enel has recently started a partnership with Nissan 

while keeping on its collaboration with Mercedes-Benz. Furthermore, it has signed a letter of intent with 

Vodafone and Wind with regard to Open Fiber project. Slightly surprisingly, Enel has partnered even with 

Tesla, since May 2015, within the field of renewables and, in particular, with an integration plan of Tesla’s 

power batteries and Enel Green Power’s power stations. We are not talking about just a global automotive 
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company, rather we are in front of a multinational player claiming «Our mission is to change the way the 

world uses energy. It sounds exaggerated, and crazy, but we want to change the energy infrastructure around 

the world, to completely annul the consumption of carbon dioxide». It is definitely clear therefore: from the 

automotive industry Tesla is positioning as a global direct competitor in the energy industry that, de facto, it 

has already entered, disrupting market rules with its latest PowerWall technology, inexorably blurring the 

barriers between automotive and energy industries and concretely unlocking the opportunity of distributed 

and off-grid power generation. What is more, on the other side of the World with respect to Italy, in North 

America, Elon Musk, Tesla’s CEO, is Chairman of SolarCity, the first American full-service solar provider, 

founded only in 2006, with now more than 275,000 customers across 19 states. Notwithstanding, Enel has 

chosen to partner with Tesla anyhow and, in particular, with Elon Musk, with the aim of improving the actual 

renewable energy production and network by means of Tesla’s batteries. Indeed, longstanding partnerships 

with big global players can only exist if there is Trust. So Enel claims Trust as one of its four Values giving 

proof of its transparent and honest behaviour by means of publicly released disclosures and corporate rules 

written in the Code of Ethics and enforced by the Zero Tolerance of Corruption Plan12. With regard to 

reporting, in 2015, for the fifth consecutive year, the UN Global Compact has placed Enel’s Sustainability 

Report as one among the bests in the World, while for the ninth year the Global Reporting Initiative has 

recognized to the multinational utility the highest rating: two incontestable evidences of the great and 

constant devotion the Group places on transparency, accuracy and eventually Trust. As it is clear, afterwards, 

Trust needs fostering outside and inside the company, irrespective of times and spaces. The Code of Ethics, 

therefore, as well as the Zero Tolerance of Corruption Plan also define the required behaviour from each 

single Enel employee, with reference to internal and external affairs, and outline all the legislative and 

contractual consequences in case of noncompliance. Furthermore, Enel delivers to its workforce dedicated 

training classes to understand and master the rules, their values and, in particular, the value of Trust. Trust, 

then, is obviously pursued in front of any player in the scenario, from competitors to employees, from 

institutions to customers. In this latter respect, Trust and transparency are indeed both crucial and 

controversial. As we will see more in details in the following chapters, currently the Customer pays for a 

service, energy supply, that often he even neither values nor observes, actually focused only on monthly 

bills. Therefore, leveraging on Trust could be eventually the sole and most powerful solution to establish a 

longstanding and profitable relationship with the Customer: however, that is all but easy to achieve. In fact, 

if consumption and spending are all that matter to the Customer, being transparent for instance on price 

composition could definitely put at risk the business relationship as far as the latter could decide much more 

easily to switch for another player whose prices are lower at first glance. Notwithstanding transparency 

                                                           

1212 Zero Tolerance of Corruption Plan has been adopted by Enel since 2006 and has been thought to practically deal 

with and finally avoid corruption risk and any suspect case. 
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means Trust and that is of fundamental value to Enel, as said. Therefore, definitely betting on the long-term, 

when even that switched Customer will finally understand the price trick and come back to those players 

apparently more expensive but instead more transparent and reliable, the Group has gone beyond law 

requirements, pursuing clear, simple and effective communication, from advertisements to website and bills. 

In Italy, in particular, during the last year, the multinational utility has introduced a new e-billing service, 

Bolletta Genius, allowing the Customer to study his or her consumptions, compare them with other similar 

customers’ profiles and get advices to finally lower them. Hence, all of that stands for Trust to Enel: 

something that at first sight seems to crash with the Group’s Vision and with Market Rules but following it 

definitely fits in both internally, with the first Enel’s Value, Responsibility, and externally, with Sharing 

economy and the Internet of Things. 

 

Proactivity. Proactivity is then the third value. There it lies all the world-shattering passion that Enel has 

continuously given proof of since its birth. Proactivity means being always ready to move, riding the waves 

and quickly changing directions when times require one or the other conduct: in the end, being the 

chameleons advanced by A. Chandler in the Configuration School. It means looking constantly ahead, 

anticipating times and events and fostering revolutions, in any case being the leaders. As it is plain, examples 

proving Enel Group’s commitment to this Value are unquestionably copious. For instance, the evidence that, 

despite the end of monopoly, the utility has persisted in the Italian market and has even further grown up in 

the international market undertaking a leading role in the global scenario is a clear sign of its innate 

resourceful and overwhelming spirit. Going back to even earlier times, despite its monopolist position, Enel 

has been always engaged with uncountable researches and experiments relentlessly encouraging and 

supporting progress. Nowadays, then, the latest partnerships with automotive companies and its strong 

interest in the Internet of Things and Smart cities confirm and further strengthen the attitude and the 

commitment of the Group towards Proactivity. As a matter of fact, in front of the economic crisis, the climate 

emergency and the market revolution, the multinational company has not lain static in its hill, relying only 

on its actual role, on its tradition and brand value, rather it has immediately moved, trying to understand 

and lead the undergoing change, with the main pursuit of maintaining external and internal fit, ultimately 

avoiding the Ford fault13. 

                                                           

13 In the ‘80s, in Advanced Economies the automotive industry was definitely turned upside-down by the entrance of a 

new player, Toyota, offering to the market a completely new business model based on high flexibility and high 

variety. Ford’s business model was instead based on low flexibility and low variety. Steady on its position, then, the 

American company turned from an unmatched leader to an obsolete player. What happened, therefore, was that 

Ford was not able to maintain external and internal fit: that is, it was not able to change at the organizational level, 

adopting the require instruments to efficiently and effectively compete in the changed market. 
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Innovation. Last but not least and perfectly aligned with all the other Values it stands Innovation. Above all, 

the new smart meter that is installing with the beginning of the next Autumn is an example. Then it follows 

all the advancements achieved within renewables and smart grids. However, today more than ever, Enel is 

giving proof of a great commitment to Innovation. After all, innovation is not only technological. Innovation 

entails any business aspect. It can refer to the value proposition and, in particular, to actual Consumers’ 

desires and needs, thus generally evolving as an incremental innovation, what is meant by Market Pull. 

Otherwise, it could entail new and unknown Consumers’ desires and needs, thus developing as a radical 

innovation, the so-called Technology Push. In those first instances, technology is indeed on the forefront of 

innovation. Notwithstanding, if instead we address hidden Consumers’ desires and needs and socio-cultural 

trends, the driver of innovation is not necessarily technology, rather it could be a change in the function or 

meaning of a present product. In that case, innovation is both radical and incremental and it is defined Design 

Driven Innovation: just to give an example, Alberto Alessi, once taken over the family engineering company 

from his father in 1970, given the difficulties to compete in the market, decides to innovate its business 

keeping alive the production while changing the values and meanings attached to it. If we further analyse 

why Customers buy our value proposition and we are able to find new answers to that question, the driven 

innovation is eventually a combination of all the previous ones and is said Design Thinking Innovation. In that 

case, technology is last in the rank of priorities: what is rather happening is a change of the entire business 

model of the company. Coming back to Enel, its commitment to Innovation is very well explained by its 

Mission Statement. For instance, as we have already seen, there is a clearly stated engagement with 

improving actual technologies (Market Pull Innovation), as smart meters, renewables and service 

digitalization, and answering to new needs («offering innovative services that meet their changing needs», 

Technology Push Innovation), as real-time consumption management. The Utility is further committed to 

«new uses beyond energy» (Design Driven Innovation), as electric mobility, smart home and smart cities. In 

the end, with the beginning of the year, Enel Group has changed its brand and redefined its identity, vision, 

mission, strategy and business model: that is unquestionably a declaration towards Design Thinking 

Innovation. Innovation is Open Power. 

 

Believes. Enel being, therefore, builds on those four Values, Responsibility, Trust, Proactivity and Innovation, 

and on Believes. In this respect, we can identify two major key Believes: Energy and Collaboration. To Enel, 

Energy is the lymph. It is its own lymph, it is the Society’s lymph, it is everyone’s life lymph. It is Power. As 

clearly expressed by the new brand, Energy is the fundamental white cursor from which every form, every 

colour, everything gets birth. In the end, that finds scientific evidences: plants live because of the Energy 

they get from the Sun; the Earth exists because of the forces addressing its rotating movement and keeping 

it sufficiently far from the Sun; animals and human beings live because of the Energy their metabolisms get 



 

115 

 

from food. As we have already discussed upon, Energy enables education and economic growth, it empowers 

people with a never-ending, continuously new set of opportunities. It is thus explained why Energy is Power: 

it is electricity, for instance, and it is also the World engine. None can carry on without Energy: as said, Energy 

lies inside the Earth, so it is everywhere, but still, as a paradox, there is more than a billion of people without 

Energy. What then Enel adds to its believes is collaboration. Energy on its own is not enough to unlock actual 

World’s power and bring it to life. What is then fundamental is collaboration: as claimed by the Group in its 

website «Enel takes the lead in shaping a new, digital, and participatory era of energy […]. The brand 

expression is just a start. Now it's up to all of us to make it real. The new brand signifies a step change to all 

our customers, stakeholders, and partners. However, the real change will only come through our everyday 

actions that bring tangible change to people. So now it's everybody's responsibility to deliver on Open Power 

and shape the future of energy globally.». Nowadays more than ever, hence, Enel strongly believes on the 

collaboration and integration of anyone sharing its same values. After all, there is a great recognition of a 

fundamental fact: no one can ever be certain to be the best or to have employed the best persons in the 

World. There are millions of people all around the World, all with their characteristics and unique features 

and it is only thanks to that single human distinctiveness and inimitability that progress can be continuously 

fostered and kept alive. So if your mission is to be the leader of a new era, as it is the case, and, of course, 

you want to keep that role for a long time, you should employ the World and that is all but feasible. Enel, on 

its side, believes into Man’s uniqueness and into his innate tension to improve continually. As a result, it 

believes into collaboration and the power it hides inside, the share value: «Alone you can achieve great 

results, but by means of a partnership you can do even more». The Group therefore presents Open Power as 

a «platform for growth», open to innovation and to the power of anyone’s contribution. 

 

Focus. «A new, digital and participatory era of energy» is then Enel’s Focus. That is where the Group is 

moving and wants to lead to anyone in the World. It is bringing a new idea of Energy or, better, it is finally 

showing off its actual and more intrinsic view of Energy. The utility wants to definitely displace the old and 

meaningless idea of Energy as a commodity with a new, unique and unlocking value, that is power. It has 

thus shifted the attention from prices and bills to energy’s potentialities and integrated all that with the 

present times, turned upside down by digitalization and the Sharing economy. Under those assumptions, 

therefore, Enel is committed to offer to everyone in the World a new «more sustainable, fast and smart» 

everyday life, further empowered by daily single-tailored innovation. 
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Why. So now, which is the actual and hidden Enel’s why? Why does the company exists? Which is its real 

engine that makes it move in the end? As it can be read from the website, «We want to be the innovation 

that the world needs»: that is its why, from my personal point of view. In that statement, ultimately, we find 

all the Values and Believes we have previously analysed in detail as well as the Enel’s Focus: for instance, 

innovation value, definitely and loudly stated; then responsibility, looking for an answer to “world needs”, 

and with it trust consequently; proactivity, eventually key to actually deal with continuous innovation; 

energy, the power and engine of innovation; collaboration, a strict requirement to guarantee incessant 

innovation for the future. Enel hence wants to make the difference and wants to do that at the global level. 

In a way, it far recalls Apple’s why, «putting a ding in the universe». The multinational utility, however, wants 

to be itself the engine of that universe and drive it towards innovation and endless progress, finally making 

the universe itself to be that ding. 

Figure 86. Enel Energia S.p.A.'s Values, Believes, Focus and Why 
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Strategy. All that considered, therefore, as any other company in the World, Enel has defined its short- to 

medium-term strategy. As it is plain, for instance this latter has been thought to fit the current external 

environment, guaranteeing a given level of profits to the company while avoiding any risk of value 

destruction as much as possible. Secondly, not least important, the strategy has been properly designed to 

pave the best possible way to make the Group attain its Mission by the planned time. 

In particular, the strategic plan presented in November 2015, in London covers a time span of five years, 

from 2015 to 2019. The strategy builds up over three main pillars, as reported by the Group’s Press Release 

(November 2015): 

1) «Enel Group geographic and technological diversification with a strong position in emerging markets 

and leadership in the areas of imminent technological evolution in mature markets. 

2) A reorganized Group structure, characterized by simplicity and focus, designed specifically to address 

the challenges posed by the evolving power industry dynamics. 

3) Operational efficiency and optimized capital allocation, driving industrial growth and value 

creation.» 

In brief, the strategy is to guarantee a progressive, yearly increase in total shareholder return by means of 

three major drivers: 

a) Operating and maintenance expenditures reduction through improved operational efficiency. 

b) Asset divestiture, whenever they do not fit the strategic plan. 

c) Industrial growth by an increase in overall investments (of which 60% in emerging markets) and, in 

particular, in investments on growth initiatives (90% of which characterized by a low business risk). 

It is noteworthy to highlight the growth planned within retail in particular: according to the Group, «new-

energy related services are expected to deliver double digit growth over the plan period». Above all, that 

stands as a clear-cut and definite commitment to the new role undertaken by the Utility Retailer, that is the 

one of ‘Partner of partners’. 
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5.2 ENEL ENERGIA S.P.A. BUSINESS MODEL 
 

In this chapter, we analyse the Business Model of Enel Energia S.p.A.14 (from now on, Enel, if not required 

any distinction with the other group subsidiaries) according to the framework illustrated on Figure 87. 

 

Figure 87. Business Model Framework 

 

  

                                                           

14 Last information update: July 2016 
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5.2.1 Products 

 

Despite any discussion, it could be expected that at this moment in time 

commodity is anyhow the first and foremost product offered by any 

competing Utility Retailer in the Market: after all, energy is first extracted 

from the Natural World, be it coal, sun or whatever else indifferently, and 

then equally delivered to the whole Market as a functional offer. While that could be observed within the 

past monopoly market, the same does not hold true within the present competing market nor within Enel 

first of all. In truth, there is nothing astounding in it. In fact, if we recall Pine and Gilmore’s thought, the 

development of mass market within a product typology inevitably leads to the evolution of the product itself 

into a new and superior form. As a good, afterwards, energy can be hardly differentiated anyhow and market 

saturation arises quickly after its 

development therefore. As a 

matter of fact, by and large market 

offers turn into nothing more than 

standardized and packaged 

products: that is, the supplied unit 

of energy (one watt in case of 

Electricity and one metric cube in 

case of Natural Gas), arranged into 

different price- and quantity-

driven sets of alternatives. In 

particular, Enel’s offering portfolio is not much differentiated overall: across commodities and market 

segments, differentiation is built on one single driver above all, that is unit pricing. Within the Household 

segment, in detail, irrespective of commodities, all prices are fixed and last from a minimum of a year to a 

maximum of three years, depending on the chosen product. A slightly higher degree of differentiation is 

attained with regard to electricity then: in this case, beyond time-span, list prices further distinguish into 

single- and time-of-use tariffs. Eventually noteworthy to underline, any of those electricity offers entails the 

exclusive supply of energy from renewable sources. Within the business segment, next, given the complexity 

of the Consumer, a higher degree of differentiation is actually carried out. To start with, irrespective of 

commodities, dynamic tariffs are added to fixed ones. The former then distinguish into real-time market-

index-driven tariffs (oil price and euro-dollar exchange rate) and negotiated tariffs. Similar to the Household 

case, within fixed tariffs, prices are held invariant for either a year or two years maximally. With regard to 

electricity next, the availability of single- and time-of-use tariffs is maintained within fixed tariffs while the 

energy source is treated as a driver. In this latter regard, therefore, irrespective of pricing, the offers 

Figure 88. Pine and Gilmore's Economic Value Progression 
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differentiate into three diverse alternatives: non-renewable sources, renewable sources and optional 

renewable sources. Finally yet importantly, another key driver for differentiation within the Business Retail 

Market is given by Consumer-clusters. In particular, Enel identifies five Consumer-clusters: 1) big companies, 

2) small and medium businesses, 3) apartment buildings, 4) public administrations and 5) hotels and any 

other touristic facility. Big companies, in principle, are usually referred to as “big energy-needy” because of 

their high rates of energy consumption; at the same time, anyhow, their consumption profiles can be easily 

planned on the base of their ongoing activity. As a consequence, with respect to this specific Consumer-

cluster, the Retailer can take advantage of both economies of scale, buying high volumes of energy at low 

prices in the Energy Market, and reduced unsold energy risk, as far as energy consumptions can be 

anticipated feasibly and reliably. Given those specific features, therefore, Enel submits to big companies a 

three-offers portfolio: two products, thought for both commodities, one settled on single-tariff negotiation 

and one based on real-time market-indexed tariffs; one product, exclusively thought for electricity, offering 

to Consumers either of the latest pricing mechanisms, according to their preferences, and energy supply 

from renewable sources. Small and Medium Businesses, secondly, are usually much less predictable with 

regard to energy consumptions because of the highly variable intensity within their activities: as a result, the 

offering portfolio presents all the same features of Household segment with the integration of real-time 

market-indexed tariffs and with energy source treated as a differentiating driver. Building apartments, third, 

need power and gas only for one purpose each, staircase lightening and central heating respectively: the 

offering portfolio is so shrunk to two offers only, one for each commodity, both built on the real-time market-

indexed tariffs. As it is clear, in the first instance, the choice is driven by the fact that consumptions are 

definitely low and constant: unquestionably, the real-time market-indexed tariff is the best suitable offer. In 

the other case, instead, the reasons underling the lack of differentiation are presumably given by the 

Consumer’s need to find one single offer that all residents agree on. With regard to electricity offer, 

moreover, the choice on energy source is left on Consumer’s preference. Going further, public 

administrations can be fairly equated to big companies by far: as a matter of fact, that cluster is characterized 

by specific and varying needs that can be only effectively resolved through a personal negotiation. As it is 

straightforward, hence, personal negotiation is the sole offer delivered by Enel and only for what concerns 

power supply. Natural Gas supply is not delivered in this case. Last but not least, to conclude, recently Enel 

has disposed a three-offer portfolio exclusively dedicated to hotels and touristic facilities. As usual, the good 

submitted to the Market is aimed at answering to the specific needs of the given Consumers: in this case, 

therefore, the three offers try to address the Consumer’s problem of constantly high power consumptions 

or, the other case around, of seasonally high power consumptions (either winter or summer). The three 

products are so based on time-of-use tariffs, held fixed for the next 24 months: in particular, with respect to 

the two season-driven offers, four tariffs are provided (two per semester, one for daily hours and one for 

night) with the lower ones granted during energy-intensive months; the third offer (submitted to all year 
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energy-intensive Consumers), instead, provides only two time-of-use tariffs (as before, one for daily hours 

and one for night). Eventually, the three products supply energy only from renewable sources. 

So now, given all the peculiarities of the products, it is due to observe that, differently from other retail 

businesses, energy retail has not to face warehouse (in its strict sense) nor the mechanism of clearance sales, 

consequently. Nevertheless, Enel enriches its whole offering portfolio, across commodities and market 

segments, with some extraordinary products, usually short-lived and differentiated from the previous ones 

by singular, additional price-driven features. In this respect, an example is presently given by Speciale Luce 

and Speciale Gas: two products, one for each commodity, offering to Household Consumers a €50 bonus 

within the first contractual year. Another example is given by City: an offer available for both commodities 

and segments, dedicated exclusively to some specific Italian cities and characterized by exceptionally cheap 

city-specific unit prices. In the end, that is an unequivocal proof of the shift from commodities up to goods.  

 

Notwithstanding, as initially inferred, it is undeniable that the differentiation driven by pricing first and 

energy sources then is easily attainable so that competition is definitely high and there is nearly no room for 

competing advantages nor profitability consequently. However, it is a matter of fact in the end: energy has 

no form no colour but pricing and energy source over which differentiating. Nevertheless, because of the 

natural value chain of the business, Utility Retailers need supply far many and highly consuming Households 

and Businesses as possible in order to finally take advantage of economies of scale: only in this way, in fact, 

they can attain low prices while gaining some minimum profits. Hence, what finally comes out is a unique 

and unprecedented mandate on behalf of any player in the Market to pursue the so-called Blue Ocean 

Strategy, that is low cost and differentiation strategies at once. But it is very well known that low cost 

competing advantage promptly uses up its power and differentiation, as highlighted by and large, is too 

limited to create any long-term advantage. Therefore, the only way to beat competition is to move farther 

upwards in the economic value progression and shift from good to service. 

 

However, before moving up to the service analysis, it is due to mention another set of goods, that is energy 

efficiency products, which Enel is currently offering to the whole Energy Retail Market. Ahead of any 

discussion, a first premise needs adding: as it can be plain understand and as highlighted here and there, the 

offering portfolio for the Business Market (especially, public administrations, building apartments and big 

companies) is highly complex as long as it has to answer to sophisticated and case-specific demands entailing 

relevant economic investments. As a consequence, within energy efficiency matters more than commodities, 

with regard to Business Market, the concept of mass market has to be abandoned, definitely and 

mandatorily, replaced by negotiation and single-case analysis. What we are going to observe, therefore, is 
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the implementation of the same macro business idea with a major distinction between Household 

Consumers on one hand, and public administrations, building apartments and big companies on the other; 

small and medium businesses demands are addressed according to either the mass market model or the 

niche model, depending on the specific case. Let us start with the Household Market. One of the first Enel’s 

offers within energy efficiency matters is a selection of seven LED light bulbs from Philips’s latest range. The 

products are organized into two different goods: kit and cart. The former is characterized by 8 LED light bulbs 

whose choice is left up to Consumer’s preferences and needs: in particular, to be more precise, among the 

seven selected LED light bulbs, he or she can decide to buy either eight bulbs of the same chosen type or 

four bulbs of one typology and four of another. The cart, instead, settles a minimum on the number of LED 

light bulbs to be purchased, that is nine, while definitely leaving the choice of each single LED light bulb up 

to Consumers’ preferences. The sold LED light bulbs hold among the highest positions in the World rank for 

quality and efficiency matters: after all, the producer, Philips, boasts the global leadership in lightening. 

Furthermore, as it is widely known today, the LED technology itself is considered the keystone to reduce 

energy consumption: according to S. Nakamura, professor at the University of California at Santa Barbara in 

the United States, this latest technology has decreased energy consumptions by ninety percent with respect 

to incandescent lamps and by fifty percent with respect to fluorescent lamps. The scientist, who has received, 

together with I. Akasaki and H. Amano, the Nobel Prize in Physics in 2014 for the invention of LED technology, 

has estimated that if the World continues with the present path of LED installation, 60 nuclear plants can be 

shut down by 2020. If that is not enough, thanks to LED technology, security and average life span are both 

enhanced: for instance, quicksilver and lead are definitely eliminated and, secondly, studies and tests 

demonstrate that the LED light bulbs usually works for 15 years rather than nearly one (that is the average 

life span of an incandescent lamp). In addition to all that, the high efficiency of the selected Philips LED light 

bulb is further improved by instant lightning and top light quality. Going back to Enel’s goods, then, two 

constraints are eventually added on purchases: given the Consumer and his or her electric and/or gas point 

of deliveries, first of all, he or she can spend at most € 366 (IVA included) per point of delivery, and, secondly, 

he or she can buy at most one cart and one kit per composition each point of delivery. As a separate good, 

next, Enel offers also the innovative Philips Kit Starter HUE, a technology designed to deal with LED light 

bulbs in a smart way, controlling lightening remotely and adapting light colours to every day, every moment 

need and mood.  As it is clear, the strategy here undergone is that of differentiation, based on product 

selection, superior quality and latest technology: each single LED light bulb is priced out of the Market. 

Always remaining within the Household Market, the, Enel offers also a range of home appliances: fridges, 

washing machines and dryers. The partner chosen by the Utility Retailer in this instance is Electrolux: as with 

Philips before, Group Electrolux is a guarantee of high quality, efficiency and sustainability as a global leader 

in home appliances. Except for dryers, different models of both fridges and washing machines are delivered 

into the Market: four models of the former and three models of the latter. The differences across models 
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are mainly due to size; some additional features are then included as the size gets bigger. To give an example, 

the biggest and the second-biggest fridge models are equipped with full no frost function instead of the sole 

no frost function15  and with MultiFlow Ventilation instead of FreeStore® Ventilation16 . Within washing 

machines, instead, just to give some hints as usual, the two highest models with respect to the smallest one 

are both integrated with PowerJet Technology17 and Autosense Technology18 and the sole biggest model is 

characterized by Inverter Technology19. As with LED light bulbs, therefore, with the different fridge and 

washing machine models Enel tries to answer to major distinctive Consumers’ preferences, leaving them 

room for choice on matters of size, functionalities and eventually prices. In this latter respect, as it is evident, 

prices increase with size and functionalities. Furthermore, it is due to notice that, even in this case, Enel’s 

prices set far higher than the Market. As previously inferred, afterwards, Enel offers to the Household Market 

one single model for dryer, equipped with the latest technologies in the Market, ranging from Delicate Care 

Technology (for the treatment of delicate textiles, as wool and silk) to OptiSense Technology (to balance 

energy consumptions according to the laundry) and EcoFlow filter system (to enable the best drying 

performances, minimum energy consumptions and easy maintenance). In addition, to conclude, any of these 

listed apparels are energy efficient among fridge models, the two biggest ones are ranked within A+ energy 

class while the other two are ranked within A++ energy class; all three washing machine models are ranked 

within A+++ energy class with the biggest size marked to consume 20% less energy than an equivalent A+++ 

washing machine model; the dryer is finally ranked within the A++ energy class. Again, everything converges 

and delineates a differentiation strategy on Enel’s part within energy efficiency matters. Embracing both 

Household and Small and Medium Business Markets, next, Enel offers a range of goods from Heating, 

Ventilating and Air Conditioning (HVAC) systems and Distributed Generation systems. Starting with the 

former, the offering portfolios is characterized by air conditioners, boilers and water heaters. At least for the 

Household Consumer, the former two products (with all their models, as we are going to see) are arranged 

into three distinct goods, light, comfort and smart, differentiated by price and quality. In particular, the light 

offer is submitted to those Consumers who value most economics and then product quality; the comfort 

                                                           

15 Both functions are designed to avoid the formation of frost and ice: within the sole freezer (no frost function) or 

within both the fridge and the freezer (full no frost function). 

16 Fridge Ventilation is necessary to guarantee the same uniform temperature within the whole fridge compartment. 

That is done by both FreeStore® Ventilation and MultiFlow Ventilation. In addition, this latter guarantees also the 

same degree of humidity within the whole fridge compartment.  

17 PowerJet Technology is designed to use detergent efficiently. 

18 AutoSense Technology is designed to balance energy consumptions according to laundry quantity. 

19 Inverter Technology is referred to the apparel engine: thanks to that, the engine is more precise, powerful and  

energy efficient and projected for briefer and more silent washing programs. 
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offer is instead submitted to those Consumers who value quality first and are willing to afford higher prices; 

the smart offer is finally submitted to those Consumers who value quality and efficiency at most and are 

willing to afford higher prices. With regard to air conditioning, hence, Consumers can choose between two 

different air-conditioners within the light offer, among four models within the comfort offer and among five 

models within the smart offer. If moving from a good to another, the driver is quality, as said, and thus 

increasing technologies and energy efficiency performances (from a minimum of an A energy class within 

the light offer to a maximum of an A++ energy class within the smart offer), within each same good the 

differences among products are driven by sizes. The partners here chosen by Enel are two, Samsung and LG 

Electronics, two leading global companies, the former operating across three businesses (Consumer 

Electronics, IT & Mobile Communications and Device Solution) and the latter operating across four 

businesses (Home Entertainment, Mobile Communications, Home Appliance & Air Solution and Vehicle 

Components). Going ahead, afterwards, with regard to boilers, each good is characterized by three 

alternative products, differentiated by size as well. In this case, it is interesting to notice that between the 

comfort offer and the smart offer the selected products are exactly the same: the difference is exclusively 

given by the addition, to each product of the smart offer, of a chronothermostat and a communication 

gateway enabling Consumer’s remote control of the apparel. Across goods and within themselves, products 

are all ranked within the A energy class. In this case, the partner chosen is Ariston, global leader within water 

and air heating market: the Ariston Thermo Group, to which the company belongs to, boasts the thermo 

comfort leadership in the global market. Among all, only the smart offer for boilers, with the same exact 

features, is also submitted to Small and Medium Business Market. In addition to the offering portfolio, then, 

this time to both Household and Small and Medium Business Markets Enel offers another distinct good made 

of two alternative models, size-differentiated, of Olimpia Splendid Unico, an air conditioner without the 

outdoor unit. Born in 2000, the product is equipped with the latest technology and guarantees maximum 

energy efficiency, ranked within the A++ energy class. Furthermore, Olimpia Splendid not only is a global 

leader within air conditioning, heating, air treatment and hydronic systems, but it is also the actual inventor 

and patent-owner of Unico technology. Remaining always within the air conditioning market, where none of 

the previous goods (light, comfort and smart offers) is delivered to Small and Medium Businesses, a separate 

one is thought by the Utility Retailer for this specific Market exclusively. As usual, the offer entails the 

availability of three alternative models, size-differentiated, of the same basic product, that is an air-

conditioner with heat pump. In line with all the previous goods, then, the selected product is an example of 

high technology innovation, premium quality and high-class energy efficiency: once again, the partner is 

Samsung in fact. Always within the Small and Medium Business segment, next, Enel offers another market-

focused good, that is a condensing wall-hung boilers, available by three different size models: with respect 

to the relative smart offer (to which Small and Medium Businesses have access), the selected product and 

sizes are exactly the same, less the chronothermostat and the communication gateway (as within 
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Households’ comfort offer). Ariston is again the chosen partner therefore. Within Water Heating systems, to 

both Households and Small and Medium Businesses Enel offers two different versions of latest Ariston wall-

hung heat-pump water heater: one monoblock and one split. For each product, then, three size-different 

models are available to Consumers’ preferences and needs. As fairly inferred, energy efficiency and latest 

technologies are the master features of each single product, indeed well supported by the selected global 

leader brand. Additionally, Enel offers also one of the latest Ariston gas instantaneous water heater: a less 

energy efficient product than the previous one, but realized with the latest technologies, ensuring energy 

savings anyhow. Even in this instance, moreover, Consumers are free to choose between two different-size 

models of the product, according to personal needs and preferences. Before moving on with Distributed 

Generation systems, some brief concluding observations are due. Enel’s selected electric and HVAC 

appliances are all characterized by technology innovation, high energy efficiency standards, modern and 

elegant designs, certified and supported by world’s leaders producers. No doubt, therefore, on 

differentiation as the main strategy undergone within energy efficiency matters, even though it is not missed 

out at the same time a diversification among offers on the base of specific and economic needs. Within 

Distributed Generation systems, going forward, Enel offers to both Household and Small and Medium 

Business Markets, photovoltaic plants and solar hot water systems. With regard to the latter, the portfolio is 

made up by two products, distinguished on the base of water circulation system, that is gravity and 

mechanical force. The two solar hot water systems, hence, are supplied one by Wagner&Co and one by 

SONNENKRAFT: both European native and with a tradition within the Solar Energy Market, the thirty-year-

old Wagner&Co operates in the global market, while the twenty-four-year-old SONNENKRAFT boasts the 

European leadership. In accordance with all the previous offers, Enel submits to the Market two examples 

of high quality, innovation, energy efficiency and elegant design. What is more, the two goods are thought 

to answer to different Consumers’ needs in terms of capacity: Wagner&Co’s model is designed for small 

uses, while the other, further offered to the Market according to two size-different models, satisfies higher 

uses. What is more, product reliability and duration are both certified by The Solar Keymark20 for each 

product. With regard to photovoltaic plants, as usual by now, the good offered differentiates into 5 distinct 

sizes, according to Consumers’ needs. Once again, high quality and technology levels as well as efficiency, 

innovation and design are all certified by an extraordinary network of partners made of global leaders such 

as fischer, Wurth, SMA, ABB, SHARP, BISOL, other less known partners as CNPV solar power and SolarMax 

and the Italian leader Solsonica. All of them share long traditions within their business (except for the last 

two) and, above all, cultures and visions based on innovation and social responsibility. Indeed redundant to 

                                                           

20 The Solar Keymark is a CEN/CENELEC European mark scheme, widespread in Europe first and increasingly 

worldwide. The certification is voluntary and is exclusively dedicated to solar thermal collectors and factory made 

solar thermal systems. 
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say, anyhow differentiation strategy finds further support as a result. Always laying on the good level 

analysis, the very last, but yet important energy efficiency field within which Enel acts its role of retailer is 

electricity mobility in the end. In this regard, the offer is double, electric bike and electric drive, and is 

addressed to both Household and Small and Medium Business Markets. With regard to the electric bike, as 

you might expect, the portfolio is made of five different models, according to Consumers’ preferences, needs 

and willingness to spend. For instance, the offering portfolio divides into two major groups: one made up by 

two distinct products thought for city uses, and the other composed of three diverse models thought for 

sport uses. Four models out of five are made by Atala while the fifth model is a Piaggio’s creation: once more 

again, technology, innovation, reliability, design and quality are all well supported by two traditional and 

respected companies, the former an Italian leader within the Bicycle Market and the latter a global leader 

within the Two-wheel Motor Vehicle Market. Just to give some proves of that, for instance all models are 

equipped with lithium-ion battery (more efficient, energy saving and long-lasting than old lead batteries). 

Within the sport series, next, the two Atala models are provided with the latest Bosh e-bike Performance 

system (a sole system with the electric engine, the battery, the control unit, the trip-computer and sensors 

integrated altogether) and with a USB port to connect whatever electronic apparel. Piaggio e-bike is instead 

the very latest innovation in the Market, characterized by a new system that constantly ensures the optimal 

and most natural pedalling, allowing for both infinite gear combinations and instant well-balanced pedal-

assist, and by on-board Bluetooth connection, GPS/GSM module and USB port. Within the electric drive, 

going ahead, the offering portfolio is slightly different. In principle, it is due a major distinction within the 

offer: the sole charging station sale on one hand and the energy supply contract to charge the electric vehicle 

on the other. With regard to the first offer system, the Consumer can choose to install a charging station 

either for private or public usages. In the first case, the Consumer can further choose between a Pole Station 

or a Box Station and charging can only occur by means of a dedicated card called RFID card. The offer is 

available to both Household and Business 

Markets. Differently, in case of public 

station installation, for instance, the Pole 

Station is the sole available choice and the 

offer is dedicated exclusively to Business 

Consumers. Furthermore, the Pole Station 

plug in can only occur where the power is 

already supplied by Enel Energia S.p.A. and 

Consumers can then exploit the charging 

station exclusively by means of either Enel 

Drive offer or Enel’s App. On the other half 

of offering portfolio, next, as said, Enel 

Figure 89. Enel's Pole and Box stations 



 

127 

 

offers two goods: Enel Drive, made of a range of four different electricity supply agreements, and e-Go, made 

of one single offer. The four Enel Drive products differentiate first on the payment method: two offers are 

built on a fixed monthly rate, quantity free; the other two, instead, are built on a unit price. The second 

distinguishing driver is then based on charging access: given the payment method, one offer unlocks the 

access to both public and one’s private charging station, the other, instead, allows only public charging. In 

the former instance, moreover, irrespective of the payment method, the offer includes also the Box Station 

installation: differently from the sole charging station sale, the Consumers pays for the rental of the station 

instead of owning it with all related costs. Each of the four Enel Drive products, in the end, provides 36-

month-fixed energy rates and guarantees electricity supply from renewable sources only. E-Go is instead a 

pure digital product: it is free and available within Enel’s APP for instance. Differently from Enel Drive, next, 

it does not entail any agreement at all, rather it enables the registered Customer to get access to any Enel 

public charging station, whenever and wherever he or she needs, paying a unit price by means of the sole 

APP, charging the registered credit card. Once more again, therefore, redundant to say in a way, the 

differentiation strategy undergone by Enel within the whole energy efficiency field is unquestionably 

indisputable: each analysed product is by and large characterized by first-class products, state-of-the-art 

technologies, top qualities, latest designs and premium prices, without ever lacking of a high attention 

towards Consumers’ specific needs, preferences and attitudes. But as said with regard to power and gas 

retail, all those products are just goods in the end and competition is anyhow high and beyond Utilities’ Retail 

Market boundaries and traditional competencies and know-how: creating a long-term competitive 

advantage is therefore more than hard to achieve in this way. Moving up along the economic value 

progression is hence inevitable, even in that case. 

 

Before going on with the analysis, two words on the energy efficiency offering portfolio within the Business 

Market (on the whole). As it can be understood straightforward and as it has been already underlined within 

energy supply, negotiation is key to properly answer to this particular market demand. As a result, Enel 

provides a large variety of energy efficiency goods, each open to specific and actual Consumers’ needs. That 

means, for example, that Philips LED light bulbs are submitted to the Business Market as well, but models 

and contractual and economic conditions are to be set on the base of the particular moment in time, need 

and Consumer, following a negotiation arrangement. Another interesting and case-peculiar range of offered 

goods is formed by submetering systems, automation systems, UPS (uninterruptible power source) systems, 

power-factor systems and MCHP – Micro-cogeneration. As usual, each good is delivered to the Market 

according to different models, trying to meet at least the majority of different needs and instances. Products 

are all realized according to the ultimate technology, characterized by high level of efficiency and energy 

saving. In particular, the partners involved, in this case, are other global leaders in their respective business 
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areas, as Schneider Electric and Aisin, or at least European leaders, as EC Power. Moreover, Enel and the 

Consumer together settle significant and punctual plans in order to jointly find the optimal good for 

distributed energy. As a result, photovoltaic systems or solar hot water or whatever else are valued and 

chosen case by case, without being linked to any pre-determined offer, except for the most general 

contractual conditions: again, it comes out the commitment of the Italian Utility towards innovation, 

differentiation and optimal Consumer’s demand response. 

 

According to Pine and Gilmore, when the Consumer buys a service, he or she is actually paying for a series 

of intangible activities that someone else is doing on his or her behalf. As a result, differently from good, as 

said, service is by definition intangible and that requires businesses a great effort in order to get the 

Consumer to value it. Differentiation, therefore, and competing advantage are both achieved through 

personalization: the service offered has to answer anytime to the actual and unique need of that precise 

moment and of that single person, with his or her attitudes, personality and present mood. In this regard, 

then, Enel has enriched its offering portfolios with a multitude of additional pure services, deeply entrenched 

with the single goods so that they look altogether as a single product, as a single service. In particular, starting 

with energy supply products, Enel has put at disposal of its Household Customers a fidelity card, Enelmia. 

The card gives access to a series of additional high value services and discounts within a selected network of 

partners, which are Carrefour, Mondadori, Mirabilandia, Salmoiraghi & Viganò, Best Western, Smartbox, 

ParkinGO, Totalerg, P.R.G., Moby and Tirrenia, Sambonet and Paderno, Limoni and La Gardenia. The choice 

of prestigious partners is then perfectly aligned with all the previous products and with the more general 

and exclusive purpose of offering to Consumers superior and distinctive excellence. On the whole, the 

partnership network addresses any major Customer’s need: from daily shopping, to readings, glasses, 

accommodations, holidays, parking, refuelling, entertainment (parks and events), travels, cookware and 

kitchen items, perfumes and make-ups. The Customer is so definitely placed at the centre of the system, 

served and supported all round. The use of the card next requires monthly fixed payments, charged on the 

energy bill. In addition, the card is provided both physically and digitally by APP. This latter is created for 

Smartphone and tablet devices and installable by Customers, Households and Businesses irrespective, for 

free. The application then allows users to manage their energy supplies on their own, whenever and 

wherever they prefer, with just a click on their beloved and so widely used devices. In detail, by means of 

this APP, they can communicate meter readings, entirely manage payments (from paying the bill to dealing 

with payment methods), ask for Bolletta Web service, get access to EnelPremia 3.0 service, get knowledge 

of all Enel’s offers (from energy supply to energy efficiency products), be informed about where the physical 

offices are located and make a reservation, find where public charging stations are installed and eventually 

activate e-Go product. Billing, next, is a key and distinctive service to Enel: it is not the mere monthly sum of 
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total energy consumptions, rather it is meant as a real service, beyond Authority’s legal requirements; and 

that hold true for any Customer, Household, Business or whatever. In principle, precise billing is a master: 

anytime Customers are entitled to pay for the exact energy consumption and only when it is exactly due, not 

more nor less, not earlier nor later. To Enel that is one of Customers’ rights and it must be guaranteed all the 

times. Furthermore, Customers need informing about each precise cost charged on the bill and, most of all, 

about consumption composition: in that way, they are actually empowered to take real action in order to 

reduce them and engage in energy efficiency initiatives. In this regard, in particular, since 2015 Enel has 

introduced a new free e-billing service, called Bolletta Genius: the Customer can read his or her energy bills 

online, get more details about energy consumptions, compare his or her own energy profile with similar 

Customers’ and then directly ask for a consultancy on energy efficiency matters. To Enel, therefore, billing is 

not just the communication to the Customer of how much he or she owes, but far more than that: it is a 

service above all, giving him or her power, information and added value and, as such, it needs tailoring to his 

or her specific major preferences. In this regard, hence, Enel offers a free alternative to the traditional paper 

billing, the so-called Bolletta Web: with that, Customers receive the billing by mail. Following the idea of 

offering a service and not a mere good to Customers, Enel has even put at its Customers’ disposal different 

payment methods: both online and offline, by means of cards (as Visa, American Express, MasterCard, 

PostePay and Enelmia, as already said), APP (with the QR code or by credit card), MyBank platform, PayPal, 

direct debit on bank account, postal account or credit card and CBill platform. In this way, therefore, when 

the Consumer chooses to buy any good from Enel, he or she knows to get access not to a mere, even 

personalized good, rather a full service: in other words, he or she pays for a whole set of activities to be 

performed on his or her place by the company according to his or her more intrinsic preferences, attitudes 

and habits. Another additional free service, furthermore, is EnelPremia 3.0: a fidelity program lasting over 

the period starting on December 9th 2015 and ending on December 31st 2016 and dedicated to any 

Household Customer with at least one energy supply subscribed with Enel. Differently from the past, the 

program leverages Customer’s active participation and behaviours: the so called “energy points” are 

assigned for instance whenever a new energy supply is activated by the Customer with Enel, then, month 

after month, as long as the energy supply is held by Enel and next whenever the Customer communicates 

meter readings, pays on time, pays by direct debit, buys any of Enel’s Energy Efficiency products, participates 

on suggested games and manifestations and opts for Bolletta Web service. By December 31st 2016, the 

program ends up and the sum of all accumulated energy points entitles the Customer to a given set of prices. 

Within the digital world, Enel offers also an SMS service, by which the Customer can communicate his or her 

meter readings, verify the payment status of a given bill, activate Bolletta Web service, and many other 

informational services. Moreover, Enel has thought about a free SMS service by which Customers can receive 

constant updates about their energy supplies and bills. Indeed, despite the integration and the variety of the 

services, what has been described up to now is still something easily replicable by any other competitor in 
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the Market. Except for precision in billing, perhaps, all the other additional services can hardly constitute a 

competitive advantage. And in fact, that is not all in the end. To both Household and Small and Medium 

Business Customers, with the required adaptations, Enel offers a large range of insurance services meant 

both to prevent breakdowns and energy wastes through regular maintenance and, in case of need, to give 

assistance to Customers with regard to electric systems, boilers and air-conditioners. Each insurance 

agreement lasts for 24 months and the payment is divided into fixed monthly instalments, charged on energy 

bills. The service then gives right to the Customer to get one’s own system (wiring, boiler or air-conditioner 

depending on the insurance chosen) controlled and certified by an expert once within the 24 months; in 

addition, he or she is entitled to a 30% discount on Europ Assistance Service’s list prices on any asked 

technical intervention on matters of plumbing, carpentry, rolling shutters, electric systems, metals and 

windows. Another example, in this specific field, is given by four specific energy supply offers. At first sight, 

they look as common Electric and Natural Gas supply products, distinguished on the base of single- and time-

of-use tariffs, with the sole exception that they are dedicated exclusively to over-65-year-old Household 

Consumers. Nevertheless, what then turns the good into a service in the end is the addition to each offer of 

a 3-year-long insurance assistance, supplied by Europ Assistance Service: the service entails, for the Customer 

and his or her family, a call medical assistance 24 hours a day and, for the Customer only, medical – general 

and specialist – advices, support in case of medical reservations and examinations, periodical check-ups and 

screening exams, nutritional and physical plans, doctor’s visit at home and home delivery for both shopping 

and medicines. Almost the same service is also provided for hotels and touristic facilities within their 

dedicated Electric supply offers: in particular, the medical insurance (supplied by Europe Assistance Service 

as well) covers any guest’s health accident occurring during weekends. What is even more, then, within the 

Energy Efficiency field, any single good offered by Enel to either Household or Business Market as well is 

actually included within a major and more complex offer. In principle, any product, from LED light bulbs to 

home appliances, HVAC systems, Distributed Generation systems and e-bikes, is equipped with the 

Producer’s guarantee from a minimum of 3 to a maximum of 10 years (only Piaggio e-bike model provides a 

2-year guarantee), depending on the product (there is only one exception, within the light offer with regard 

to both boilers and air-conditioners, in which case the guarantee is not included at all). Furthermore, in case 

of home appliances, other additional services are included: the free collection and disposal of the old apparel 

(as required by law), home delivery of the new apparel by appointment, installation and working test of the 

latter and basic operational explanation of the product by an expert. The same is also provided for HVAC 

systems, for both Markets, just with some exceptions, as we are going to see. In this matter, in fact, the 

whole offering portfolio divides into two halves: all-inclusive offers and modular offers. For instance, the 

light, comfort and smart offers belong to the modular group, while all the other goods (included the wall-

hung heat-pump water heaters) belong to the all-inclusive group. As we have already seen, the difference is 

not driven by the product per se rather it lies on the additional services the Consumer can have access to. In 
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particular, the modular offering scheme allows the Customer to choose whether and which precise services 

among all he or she wants to add for payment to the initial good. Just to give an example, in case of a boiler, 

the Customer can add, for payment, the installation of thermostatic valves or of an insulated box or the 

execution of a chemical washing; in case of an air-conditioner, instead, the dismantling of the old apparel is 

delivered for payment (it is the sole case within HVAC offers). The all-inclusive model, instead, entitles the 

Customer to choose among three alternative installation models, standard, premium and plus, varying for 

both services and prices. In detail, with regard to air-conditioner all-inclusive offers, the provided installation 

model is unique, standard, and completed of old apparel dismantling. Instead, with regard to boilers where 

installation can entail more additional features, the Customer can choose among the three models: the 

standard model, in brief, provides the whole basic installation including the old apparel dismantling too; the 

premium model, instead, builds on the former, adding one additional service among three alternatives (one 

of which is the installation of thermostatic valves); the plus model, in the end, starts from its preceding model 

as well and provides the installation of  thermostatic valves and one of the other two optional services given 

in the previous model. The all-inclusive model is further applied to the Distributed Generation offering 

portfolio, adapted to the specific technical features. With regard to e-bike and LED light bulb offers, then, 

installation is not needed, as it is clear. Nonetheless, the offers entail the home delivering service. Another 

additional service, furthermore, is the one of financing: dedicated only to Household Customers, those latter 

can choose to buy whatever HVAC system or home appliance or Distributed Generation system or e-bikes 

either by one sole payment solution (by bank transfer) or by fixed two-month period rates. LED light bulbs 

instead are exclusively sold on a monthly rate payment, charged on energy bill, for a 24-month period long. 

Tailored on the specific and unique needs of Business Market (with the exception of building apartments, 

public administrations and hotels and touristic facilities), eventually, Enel has thought about another set of 

additional services: Easy Click and Remote Energy Monitoring (REM). The former is an online platform within 

which the Business Customer can see, monitor and analyse energy consumptions and relative bills for each 

of his or her portfolio of Enel-supplied points of delivery. REM, instead, is another platform, only for Big 

Company users, by means of which the Customer can value and control consumptions and bills of all his or 

her points of delivery, compare one with the other and consequently take the necessary decision to enhance 

energy efficiency. The platform can be integrated then with sub-metering systems. Last but not least, as it 

can be clearly expected, the sale of sub-metering systems, LED bulb lights, UPS and all other energy efficient 

systems offered by Enel to Big Companies are all combined with the additional installation, testing and 

supporting services. 
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So now, it is unquestionable the realization by Enel of a large multi-layered portfolio of services: more than 

the mere purchase of goods, Enel’s Customers pay for a system of well ad-hoc tailored set of activities, 

meeting their own specific habits, preferences and behaviours. But we need to move a step ahead. As already 

stated throughout the first part, External context evolution, the business of services has been explored and 

exploited by and large by any industry and any company, at least within Major Advanced Economies, and the 

whole and deep spectrum of services offered by Enel stands as a confirmation of that. Furthermore, the out-

of-boundaries activity of the Italian Utility places the latter at the storm centre of a highly competing and 

complex multi-business platform, where each industry-specific main player has already developed its own 

largely personalized and sophisticated set of services with, supposedly, greater and far more deeply rooted 

know-how.  As a result, something must be added to actually create a competing product, answering to 

those hidden or even never known Consumers’ desires. As a matter of fact, Enel offers more than just a 

service in the end: it offers experiences, even transformations possibly. Always recalling Pine and Gilmore’s 

theory, when a company sells an experience it means it wants to be paid not for the product nor for the 

activity per se offered to the Consumer, rather for «the unforgettable event» it is able to get the Consumer 

engaged in. Instead, when that same company decides to evolve and sell transformations, it makes then a 

step forward and wants to sell more than events, to deliver personal and permanent changes. Therefore, 

each product typology develops on the shoulder of the precedent. Enel’s strategy puts the Customer at the 

centre of its entire business: everything must move around and depend on him or her. As a result, so great 

it is the attention put on Customers that, if we observe carefully, the Italian Utility Retailer has turned its 

business model into the actual Customer’s Journey. And a journey is in the meanwhile an experience and in 

the end a transformation. Once the Customer visits at least the Web site, he or she starts lightly feel the 

existence of an entrenched World that will take the shape that better reflects his or her being. And in fact, 

the whole service portfolio cannot be looked at piece by piece, rather it must be observed on its entirety, 

putting each piece near the other, eventually giving birth to a superior and every time unique puzzle. To be 

more practical, first of all the Customer subscribes an energy supply agreement. Then, as any other individual 

in the World, he struggles as much as possible to reduce energy bills. But all that effort is never more 

required. By means of the well-detailed billing and together with Enel, the Customer can value how to reduce 

consumptions and how to do that in the easiest and most convenient way: solutions are all there. He or she 

can further plan his or her investments taking advantage of financing; he or she can even think about leisure 

time or daily shopping or whatever else: it is all within Enel. And the way he or she relates with this World 

can be designed exactly according to his or her present preferences and attitudes: if he or she is a smart 

individual, probably he or she will enjoy Enel’s World by means of the APP and read the bills online getting 

access to Bolletta Web; a more traditional individual, instead, will need paper bills and at most could ask for 

SMS updates on his or her energy supply; but then, it is not excluded that the parts will even interchange 

once in time. So you, Customer, get engaged in this World from any perspective: from energy supply to 
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energy solutions, from economic solutions to insurance supports, from communication modes to actual 

behaviours. And that is further underlined by the company itself claiming «Enel Energia is you»: so you, 

Customer, you are the energy, you are the company, you are the soul and the substance of this World. What 

is more, Enel is continuously involved as a partner in National and Local events, from cultural to sportive and 

folkloristic ones. Indeed that is a way, for instance, to advertise the brand and the offering portfolio. 

Nevertheless, according to Tribal Marketing, that is also a way to create at least some gatherings at which 

people, the participants, meet and recognize to belong altogether to the same World, even though, on their 

view, this latter has been built up on their specific needs and preferences. The result therefore is double at 

least: on one hand, emotional loyalty is fostered and, on the other hand, the belonging feeling further 

increases the value of experience. In addition to that, it is key (and today also widely common, to be honest) 

the presence of the Enel’s profile in Facebook’s network where participants and the Company as well can 

share comments, feelings and emotions: after all, do not forget that we are talking about a Utility Retailer 

anyhow! A last evidence of that shift from the service to the experience level is given by Good Life. Good Life 

is a project (at least for the moment), started on November 16th 2015, involving 500 Italian Customers and 

consisting in the installation at Customers’ homes of a set of technologies (one meter, one box, three smart 

plugs, one movement sensor and two door/window sensors) enabling the Household, by means of an APP, 

to constantly monitor total and trend energy consumptions, guarantee home security control and take 

advantage of a variety of smart digital services (as online shopping and home delivery). That is the next 

experience Enel is working hard to offer to all its Customers. That is the transformation not actually sold but 

rapidly growing out of the given experience. Enel in fact is coming to sell transformations: starting with 

creating a collaborative relationship with its Customer and leveraging on his or her first needs which are 

usually economic (given the present times most of all), it gently goes with him or her through this energy 

journey until he or she ends to value energy efficiency more than the mere economics and it is then there 

where it comes the individual transformation and a new journey can then start again. Nevertheless, 

evidences show that Enel is actually selling experiences and not transformations yet. 
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Figure 90. Enel Energia S.p.A.’s Business Model: Products 
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5.2.2 Resources 

 

Resources constitute the basis, the substance to be modelled in order to 

create, through processes, the products and, eventually, the value 

proposition to be offered to Consumers. According to Resource-based 

View, companies build up their distinctive competitive advantage on the 

basis of the resources they have at disposal and the way they combine them. For instance, resources are 

mainly distinguished into physical, intellectual, human and financial. The very first physical resource Enel 

needs is energy, both Electricity and Natural Gas, in order to satisfy the ancient Consumers’ demand. Indeed, 

that is nothing distinctive, rather it can be considered much as a productive factor and nothing more than 

that. Following, strictly linked to that, other two fundamental, non firm-specific physical resources are 

Electricity transmission and distribution on one hand and Natural Gas transportation and distribution: 

without them the energy retail would have been unfeasible and no sense. Going ahead, next, Enel needs the 

supply of all energy efficiency products listed and described within the section Products: that is, LED light 

bulbs, home appliances, HVAC systems, Distributed Generation systems, charging stations and e-bikes. What 

is instead the far most distinctive intellectual resource is the enormous, well-structured informational data 

warehouse, built up over years of work and experience and today integrated with all the information coming 

from any social network. After all, do not forget that today we are actually living within the so-called 

information era. As a matter of fact, Enel Energia S.p.A. is born on the shoulder of a de-facto giant that has 

demonstrated to be among the first Utility in the World to value information power since the beginning. 

Therefore, even though, as required by law, Enel Energia S.p.A. is not allowed to get access to Enel Servizio 

Elettrico S.p.A. information database (today still the largest in Italy, given its past history and origin), 

nevertheless it bears very well marked in its DNA the value of information and the mandatory commitment 

to develop it and continuously and increasingly enhance it. As it is plain, hence, the distinctiveness 

distinguishing data warehouse and its classification as an intellectual resource come from the actual 

information capital it holds in the end, not from the IT software and hardware it is made by: as a matter of 

fact, these latter per se are hardly firm-specific assets so far. Notwithstanding, it must not be undermined 

the fundamental role they cover as the actual ground for data warehouse development: the entailed 

efficiency, effectiveness and potentiality in functioning are all unquestionably crucial as far as, after all, they 

directly affect the actual value triggered by information capital. IT software and hardware, generally 

speaking, involve a larger set of systems and technologies however: from the mere computers to all the 

software, platforms and costumed applications used internally and externally by a company. As it is 

straightforward, today more than ever, they are all but distinctive resources. Nevertheless, they are 

unquestionably key to any business and to Enel in particular: as just stated, therefore, leveraging the right 

resources and integrating them efficiently and effectively is of utmost relevance. Going on with the analysis, 
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other two key physical resources are distribution and communication networks. In the first case, Enel 

leverages a multi-channel network made of own and partner stores, an own web site, own and partner key 

account managers, partner call centres and external agents. As we will better analyse through the section 

Communication and distribution channels, each single channel is designed to answer to the specific 

Consumers’ needs, preferences and attitudes. By the way, what there becomes distinctive and key to the 

business is the recently strengthened and enhanced integration of all face21 channels at the local level. Each 

of them is seen and managed as an arm or a leg of the same human being so that, in order to actually function 

and be effective, they all need to work jointly and collaboratively, exchanging best practices and, most of all, 

information. It is clear, therefore, that, as single parts of the same being (that is, the organization), their 

interaction unlocks synergies and consequently higher values: as a matter of fact, it is as if any occurring 

event is perceived by each single sense, each one transmitting its own feeling to the human mind, which 

eventually matches all the information together, attaining the whole picture; the same hence happens within 

the retail network. The way channels integrate one with the other is then something firm-specific, that each 

company develops on its own, depending on culture, organizational factors and managerial leadership: 

nothing imitable in the end. As a result, therefore, the integrated multi-faced retail network matched with 

the organizational distinctive data warehouse constitutes a distinctive organizational competence. In 

parallel, the managerial ability to integrate and manage each single channel, exploiting and enforcing any 

channel-specific strength and opportunity, balancing weaknesses and threats, constitutes a resource and it 

is something that, as said, is definitely rooted within the company’s culture, structure, identity and eventually 

people: hence what is meant a core competence in the end. Within the retail network, furthermore, it is 

included also the whole group of external, highly specialized technical experts for the installation of HVAC 

and Distributed Generation systems: evidently, they represent, above all, another channel of contact with 

Enel’s Customers and thus another informational source. What is more, once they are in front of Customers, 

their ability, professionalism, reliability and responsibility must coincide with Enel’s ones. Therefore, no 

doubt on the key role played by technical experts as a distinctive physical resource. In this respect, moreover, 

as it can be easily inferred, the same use of information inside the organization, as a managerial driver, and 

outside, as a service to Customers, constitutes another business core competence, undoubtedly built on 

specific organizational structure, habits, culture and people and something key to the whole company’s 

business. Similarly to the distribution network, following, the communication network as well represents to 

Enel a key physical resource, as said. In particular, this network is made of traditional channels, as 

advertisement, and by newer and more firm-specific ones, as the APP, billing, mailing and SMS. As before, 

the distinctiveness related to this resource is not triggered by its single parts per se, rather by their 

                                                           

21 By face channel it is meant any channel that undergoes a direct, physical relationship with the Consumer. Call 

centers and the website, therefore, are excluded from the group. 
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interactions and by the synergies actually created by managers. What is more, by definition, communication 

channels cover the awareness phase within the Consumer’s purchasing journey: without a doubt, a phase 

covered for instance by own and partner retail stores and, in general, by the whole retail network. It is 

straightforward, therefore, the direct link existing between the distribution and the communication network: 

managing it successfully is thus a core competence. Finally, the ultimate integration of the two networks 

together with the data warehouse increases furthermore the value triggered by such an organizational 

competence. As it could have been inferred here and there, above all people are unquestionably a distinctive 

(human) resource within Enel: above all, companies are made by people in the end and the way they behave, 

they work, they relate inside and outside the business boundaries foremost depend on the companies 

themselves. Instruments as the Code of Ethics, for instance, or the organizational rules and values, as well as 

training courses for soft and technical skills, all them together therefore shape companies’ employees at any 

level within the organizational structure. After all, employees are key at lower levels because they actively 

and directly influence final products or even Consumers, as in this case, and at higher levels as long as they 

are in position to take decisions, consequently guiding and affecting lower levels as well. It is therefore 

unquestionable the strategic role assumed by employees within any company and within Enel in particular. 

Furthermore, as stated, overall they represent a kind of resource that, by definition, develops within the 

organization itself: inimitability is thus given. Hence, no doubt on why employees represent another 

distinctive resource to Enel. More than that, Consumers today constitute to the Italian Utility a distinctive 

resource as well. With the recent managerial change, in fact, not only it has been triggered a shift from a 

hierarchical structure to a matrix one, but also it has been undertaken a swing from a more organization-

centric identity to a new one, definitely customer-centric. Therefore, everything, from products to processes 

to anything within the business model, develop around the Customer and so his or her needs, preferences, 

behaviours and even ears, senses and communications. Customers are incontrovertibly a resource at 

disposal of any player in the Market. Nevertheless, it all depends on the way you relate with them. 

Considering them as a resource and shaping your business model around them, as Enel has been doing, 

undoubtedly change the perspective and their triggered value: it is definitely different designing a business 

model that serves Customers and thus sees them as the final beneficiaries and designing instead a business 

model that starts from Customers and then builds up. That is why they are considered as resources therefore 

and, as people, the way they are integrated and then behave within the business are definitely firm-specific. 

So they are considered as distinctive resources. What is more, in this respect, the ability to actually turn 

Customers into a business resource is clearly another organizational core competence. By and large it is so 

plainly coming out the utmost central role played by human and intellectual resources: human relationships, 

for instance, and then long-standing experience, culture and Customers and retail processes know-how are 

each key distinctive resources and all together they form the most valuable, rare, inimitable and 

organizational (VRIO) distinctive resource, that is identity, which finally drives and feeds everything in the 
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business. What Enel has recently demonstrated, furthermore, with the latest identity change is a strong 

competitive knowledge, that is the ability to combine, internalize and externalize tacit and explicit knowledge 

finally reshaping old resources and creating innovative and distinctive ones. In particular, both its history and 

the latest organizational change (as just said) have always shown Enel, as a Group and as Enel Energia S.p.A. 

in detail, able to value and treasure old know-how and abilities and, at the same time, innovate them 

according to present times. With this latest identity revolution, then, dynamism and velocity have been 

loudly stated as two core competences, both flowing into Enel’s superior dynamic capacity. Deeply 

entrenched in identity and strictly related one to the other, next, there stand brand and reputation, the 

second most valuable, rare, inimitable and organizational distinctive intellectual resources without a doubt. 

Those are built both on any single organizational feature and component and on tradition, day after day: 

except for identity therefore, there is probably no other resource so much inimitable as they are. Above all, 

their actual value comes from their all-round role within the business model: they actually represent a key 

driver in any relationship, from Employees to Consumers, Partners, Suppliers and the whole Society in the 

end. Leveraging a good and trustworthy reputation and positive image and brand in fact ease any kind of 

deal while increasing the bargaining power of the Company: as a matter of fact, costs are kept low while 

revenues can rise up as far as, in general, whatever stakeholder is willing to pay for those resources, 

expectedly downsizing cheating risk. It is evident, above all, the crucial role taken on by both resources with 

regard to distribution and partnership networks. Going ahead, another core competence within intellectual 

properties is billing, enhanced and fine-tuned across its own and unique experience curve. Similarly, timing 

and quality have been turned into other two distinctive competences as well, leveraging them to create 

actual value for Customers. It is due to notice that de facto Enel’s value proposition has always been rooted 

on billing, timing and quality, initially seen as no more than competences and today treated as actual 

competitive advantages. Nevertheless, each of those three resources is widely perceived by Consumers as a 

common and due value. As a result, if on one hand Companies cannot benefit from the actual value attached 

to billing, timing and quality, on the other hand none can overlook them and miss to give them to Consumers: 

indeed, not within a Society that has overtaken the service era and switched to the upper level of experience. 

The partnership network is a further distinctive intellectual resource: it builds on Enel’s firm-specific features, 

which are reliability, stability, competing power and openness. In this regard and more generally speaking, 

financial stability and the whole financial capital represent distinctive financial resources built up over times, 

through both experience and, most of all, organizational behaviours and decisions. These kinds of resources 

are then key to the creation of partnerships, to start with, and to any business activity in general: for instance, 

they are indeed crucial to get support and credit line from insurance and financial companies.
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Physical Resources

•Energy: productive factor

•Energy transmission/transport 
and distribution

•EGS products
•Insurance and financial services

•IT hardware and software

•Multi-channel distribution and 
communication networks: 
distinctive resources

Intellectual Resources

•Data warehouse: distinctive 
resource

•Information management: 
core competence

•Code of Ethics, organizational 
rules and values: distinctive 
resources

•Customer relationship, 
billing: core competences

•Experience curve, know-how: 
distinctive resources

•Identity, brand, reputation 
and culture: distinctive 
resources

•Competitive knowledge

•Dynamism and velocity 
capacity: core competences

•Timing and quality: distinctive 
competences
•Partnership network: 
distinctive resource

•Distribution and 
communication channel 
management: a core 
competence

Human Resources

•Employees: distinctive resource

•Consumers: distinctive resource

Financial Resources

•Financial stability: distinctive 
resource

•Subsidiary of an international, 
vertically integrated Group

•Diversified debt leverage

Figure 91. Enel Energia S.p.A.'s Business Model: Resources 
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To conclude, we could summarize resources according to the Kraljic Matrix: 

- Energy: as a commodity, it has a low profit impact on the company’s business and producers are 

numerous and hardly distinctive (if not on the basis of energy sources) so that the supply risk is low. 

Nevertheless constant supply cannot be disregarded rather it has to be permanently guaranteed. As 

a result, according to the Matrix, as a routine/bottleneck resource, a strategy balanced between 

purchasing and supply management is the required one: that implies the combination of both 

multiple sourcing and partnership or vertical integration. 

- Energy transmission/transport and distribution systems: by law, they are perfect routine resources 

as long as they are mandatorily available to any Utility Retailer, equally. That does not mean they 

are not crucial to the business, not at all. As said, they are decisive to the existence of retailing, but 

laws have made them equally available to any Retailer in the Market, without restrictions of any 

kind. In particular, it must be said that by law the Retailer is not given the possibility to choose 

between two or more suppliers, rather it is forced to be supplied by the company actually present 

within the given area. Nevertheless, that does not imply that there is no room for integration, 

collaboration or improvement with distributing companies and similar ones. 

- IT software and hardware: generally speaking, nowadays they are widely common among businesses 

and individuals so that their profit impact is not so high per se. However, without a doubt they are 

key to businesses most of all, as far as they make the actual ground for value creation, both in front 

of Consumers (who expect them) and inside the business models (as the backbone). As a result, 

therefore, they mandatorily require the right supply, perfectly tailored on the firm-specific needs. 

Furthermore, today more than ever, both the business itself and even more the final Consumer 

demand and expect high performance levels in this matter. As a result, a robust knowledge, 

experience and specific capacities are compulsory to actually realize and manage them. Clearly, IT 

software and hardware represent an example of bottleneck resources in the end, to which supply 

management strategy is recommended and, above all, medium to long-term single partnerships are 

strongly advised. 

- Billing: as an ever-existed service, it has a definite low impact on company’s profit. Nevertheless, 

often not even observed by Customers as default given, the way billing is realized can make 

significant differences and further unlock incredible high values and opportunities. As already said, 

then, billing itself constitutes the first communication channel with the Customer. Moreover, as it is 

plain, knowing perfectly the background triggers higher levels of efficiency, efficacy and quality when 

the Company has to answer to any Customer’s need (do not underrate the relevance to Customers 

of an even minimal economic error). Billing therefore represents another bottleneck resource and a 
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supply management strategy is thus recommended: in particular, given all the previous 

considerations, the home-made solution is undoubtedly advised. 

- Timing and quality: even though key and value drivers, according to Maslow’s pyramid, today they 

behave more as physiological needs, to Customers’ perspective, rather than higher-level ones. As a 

consequence, Customers expect all competitors to supply them equally: their profit impact is then 

definitely low. Nevertheless, as claimed, they are crucial and their supply needs guaranteeing 

constantly and always at increasingly higher performance levels. As a result, high specialization is 

recommended in this instance and, given the high demand, numerous organizations have born to 

satisfy it. For all those reasons, therefore, timing and quality can be considered at the borderline of 

routine and bottleneck resources: depending on the specific case, a strategy between purchasing and 

supply management can represent the best solution, taking advantage of the low costs and the high 

specialization offered by companies leveraging economies of scale and experience curve 

exploitation. 

- Finance: by definition and today more than ever, that is one of the resources most difficult to realize 

and maintain. It is not the first distinguishing feature to Customers when evaluating businesses (and 

in that sense it holds a low profit impact), rather it represents the backbone of the business: it is 

crucial therefore and its supply must be guaranteed constantly. For all the given reasons, hence, 

finance can be classified as a bottleneck resource: a supply management strategy is then required 

and, generally speaking, a diversification strategy is usually recommended in this field. 

- Distribution and communication networks: as said, overall they are distinctive to Enel’s business 

model, largely influencing the resulting profits. If well managed, in fact, they are crucial both at 

increasing Customers’ satisfaction (by their all-round flexibility and integration) and at providing all 

the required information for the business itself. If we look at both networks by their single parts, 

then, it is evident that, per se, the supply risk is low: most of the times, in fact, any of the involved 

channels is widely leveraged by all the other players in the Market (that is, there is hardly any firm-

specificity attached to them). Anyhow, the need to realize integrated, well-structured, high-

standards networks shifts the risk to higher levels: in the end, finding the right fit among different 

channels and between networks is far more firm-specific and riskier of course. As a result, therefore, 

both networks can be considered leverage-strategic resources. Consequently, it is advisable to 

undertake a strategy well balanced between a pure resource management and a pure supply chain 

management strategy: partnerships and dual sourcing could then represent the optimal choices. 

- Data warehouse: as said, it must be made a distinction between the software and hardware 

physically forming a data warehouse and the informational capital actually held. The latter is 
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unquestionably distinguished by high supply risk and high profit impact: as claimed by and large, 

today more than ever, information actually drives the Market and, in particular, Enel’s business 

model; nevertheless, building up a balanced, worthy, eventually VRIO information capital is utmost 

hard to attain. For what regards software and hardware, following,  as stated, the supply risk worsens 

because of the role they are called for: finding the right systems and technologies that actually fit 

the Company’s need and guarantee the highest possible performance in the present and in the 

future time is indeed challenging. The profit impact they hold, then, is unquestionably high as far as 

they directly influence the value of the information capital. Overall, therefore, data warehouse can 

be seen as a strategic resource so that the recommended strategy is supply chain management. In 

this respect, above all, a thorough assessment of the make or buy decision is advisable without a 

doubt. 

- People: as organization’s soul and substance, they hold among the highest profit impact rates. Their 

key role, then, requires a high selection, driving supply risk to significantly high levels, irrespective of 

the multitude of Italian inhabitants: therefore, they can be identified as a strategic resource. As a 

result, supply chain management is the recommended strategy. 

- EGS (Enel Green Solutions), that is all energy efficiency products, from LED, to home appliances, 

HVAC systems, Distributed Generation systems, e-bikes and business energy efficiency solutions): 

they definitely constitute one of the major profit drivers within the business. As usual, then, that 

increases supply risk by definition, further worsen by the required high levels of integration with all 

the other products and business values. Despite the ever more competitive market with regard to 

energy efficiency solutions, Enel needs to deliver EGS products that are perfectly aligned and 

harmonized with all the other goods and, most of all, with Enel’s value system: that definitely limits 

the choice of suppliers, therefore, and characterizes the resources as strategic. The strategy 

recommended is then the supply chain management. 

- Enelmia & EnelPremia 3.0: they include the whole set of services unlocked by the two general 

products Enelmia and EnelPremia 3.0. In this case, the risk of supply is definitely low as far as the 

competition is high within the respective markets and there is plenty of room for alternative choices 

across single markets. From the profit perspective, then, the impact is low to medium, depending on 

the specific offer. As a result, therefore, the whole set of additional services can be generally meant 

as routine resources and a purchasing management strategy is then the most suited. 

- Insurance and financial services: given the hard present times marked by a deep economic crisis, the 

supply risk within the insurance and financial markets is definitely high: finding the right partner, 

robust and reliable from Customers’ perspective, and willing to offer its services to indirect 
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Customers, it is all but easy to attain. The profit impact then is high for Enel as far as, today more 

than ever, Customers are often obliged to give up insurances or purchases because of straitened 

circumstances. Enel instead makes both insurances and purchases affordable by means of small 

monthly payments the former and of instalment payments the latter. For all those reasons, then, 

insurance and financial services can be classified as strategic resources where the recommended 

strategy is a supply chain management. 

- Platform: it is at the same time basis of the entire business and value enabler and generator. Within 

that, therefore, it is included the company’s capabilities to manage partners, integrate them, realize 

a sharing environment, balance strengths and weaknesses, threats and opportunities. It is the place 

where partners meet and relate and, at the same time, the whole value-generating network. 

Therefore, as a strategic resource, it definitely holds a high profit impact on the business and it places 

among those with the highest supply risk. A thoughtful consideration is thus required over the make 

or buy decision within a supply chain management strategy. 

- Partnerships: altogether, through their interactions and synergies, they represent a strategic 

resource, with a high profit impact and with a high supply risk: finding which pieces of the world can 

create a unique, inimitable and perfect puzzle is of greatest value to Customers and, at the same 

time, among the most difficult things to attain. Consequently, a supply chain management strategy 

is mandatorily required. 

- Identity: actually hidden within any of the previously listed sources, it encloses the whole business 

profit potentiality and the absolute highest supply risk. Therefore, above all, it is the quintessential 

strategic resource and no other strategy can be undertaken if not the home-made one. 

- Brand and Reputation: entrenched in identity, it is worth to treat them separately because of their 

distinguishing value and inimitability, as said. As long as they influence any kind of relationship in the 

Market, from Consumers to Employees, Suppliers and whatever Stakeholder, their profit impact is 

indisputably high as much as extraordinarily difficult is their supply, built both on any single 

organization’s feature and component and on organization’s past and future. 
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5.2.3 Processes 

 

To transform resources into final products what is first needed is 

marketing activities to sell products. Within this macro class of activities, 

just to give a hint, Enel undertakes multi-channel advertising, 

sponsorship, public relationship and event initiatives. Then retail, service 

provisioning, customer consultancy and assistance are indeed peculiar to the business. Behind that, however, 

a major role is played by problem solving activities. As a customer-centric Company, the Italian Utility Retailer 

is constantly asked to face the relentless Customer’s evolution: it is called for continuously solving new, 

hidden or even unknown problems with unique, innovative and efficient solutions, simultaneously satisfying 

the Customer, enhancing his or her loyalty to the Company and boosting the business. More generally 

speaking, in principle with regard to energy supply and then also with respect to all other products sold in 

the Market, Enel takes on a sort of mediator role: it collects any Customer’s problem or need arising with 

regard to Enel products, irrespective of whether or not it is Enel’s responsibility, and it tries to solve it 

anyhow, even dealing itself with the other partners on Costumer’s behalf when required. That is even truer 

if we consider that, together with all the previously listed activities, Enel is not selling just goods or service 

rather experiences if not transformations, where solutions and the same collaborative processes to actually 

get them are unquestionably crucial. All that considered, therefore, Customer management is the foremost 

key activity: Enel gives support to its Customers, anywhere, anytime and anyhow. By means of different retail 

and communication channels, thanks to digitalization indeed, it guarantees every time and everywhere 

assistance and demand supply. It further follows the Customer during the entire product life: from 

installation (when required), to precise billing, loyalty programs and constant information assistance. In this 

regard, in particular, as already said, Enel manages a set of informational platforms aimed at keeping the 

Business Customer continuously updated on his or her consumptions and helping him or her on lowering 

them by means of energy efficiency solutions. Behind that, there is a major platform system to manage. 

What Enel eventually offers to its Customers and the base over which it has built up the whole business 

model is a platform. Within that, then, Enel is the hub and it manages and integrates a set of different 

partners to answer in concert to whatever Customers’ needs. Therefore, Enel has to coordinate and manage 

partnerships, balance them especially when it establishes business relationships with different competing 

partners from the same market (as LG Electronics and Samsung, for example) and finally integrate and 

harmonize them as if they were all parts of the same company group. In support of those operational 

activities, for instance, there is a great focus on human resource management: from the more general 

operations (as hiring, job-posting management, unit labour force management and assistance, time-labour 

schedules management and definition, organization and execution of a whole set of programs such as 

incentive, parental, health and leisure ones) to a highly intensive training activity. In this latter respect, as 
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long as employees, as said, represent a key distinctive resource to the business, training, both soft and 

technical, is crucial to constantly update employees, enhance their knowledge, improve their capabilities 

and fine-tune all their competences both for internal and external relationships. Other supporting activities 

are given by budgeting and planning and by performance and quality monitoring: the former couple of 

activities is crucial to driving the business towards the given objectives and goals, while the latter couple of 

activities is necessary to keep high any-level employee’s attention on budget advancing, risks and 

opportunities. Then there it follows market research activities: both in the field of strictly market analysis 

and within business innovation research and experimentation. Communication and share of knowledge, 

information and best practices are today conceived as two of the most important activities within the 

business, both at operational and supporting level. At the operational level, communicating with Customers 

and partners transparently and honestly, anytime and anywhere, by means of a multi-channel network is 

mandatory and is perceived so highly significant that training courses, specified rules and, in some cases, 

selected team-works are dedicated to that matter. The same holds true for sharing: it is not seen just as a 

value, it is rather an actual activity that has to be fostered and enhanced by anyone and in any case, 

whenever dealing with Customers or partners indifferently. At the organizational level, then, the relevance 

of both activities gets accentuated even more. Communication is handled by means of an internal multi-

channel network as well, from radio to weekly newspaper, mailing, website and online platforms. As before, 

transparency, real-time and honesty are the three main distinguishing features. With regard to sharing 

activity, then, to make it actual, an online platform has been realized to effectively foster sharing knowledge, 

information and best practices. Furthermore, the same organizational matrix structure enhance by definition 

communication and sharing. Besides the fact that both communication and sharing could be perceived more 

as values or cross activities, the key role given to them within the business model and, in particular, within 

the platform model mandates to treat them separately. Another set of activities lies within safety, security 

and health matters: just to give some examples, ensuring working places and structures are secure and safe, 

fostering and guaranteeing employees’ health through compulsory doctor’s visits at work and providing 

driving classes. Above all, those activities are all designed to take care of one of the mostly key resources, 

employees. 
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5.2.4 Suppliers and Partners 

 

As far as it operates within the Free Retail Market, Enel Energia S.p.A. can 

buy energy, both Electricity and Natural Gas, at the Wholesale Energy 

Market and by means of contractual agreements with Enel Group and any 

other partner in the Market. The Wholesale Energy Market splits up into 

commodity-specific markets (Electricity, Natural Gas, Crude Oil and Green Certificates). Both the Electricity 

and the Natural Gas Wholesale Markets further divide up into spot and forward markets. Within them, 

therefore, there operate commodity producers, energy retailers, brokers and traders. GME (Gestore dei 

Mercati Energetici S.p.A.), completely owned by Economics and Finance Ministry, is responsible for managing 

and regulating the Wholesale Energy Market. As a result, assuming perfect competition within those 

markets, Enel Energia S.p.A. is allowed to buy energy at market prices, as all the other competing retailers, 

consequently avoiding any competing advantage on resources. Nevertheless, as it is very well known, perfect 

competition is hardly achieved and thus there is always some even little room for making some profit. 

However, it must be recognized that operating in the Wholesale Energy Market cancels out any energy price 

competition in the long-run: companies are able to match ones’ profits and losses and all related energy 

costs are eventually levelled out. All that considered therefore, it is widely agreed that price competition in 

the marketplace leads at most to short-term competing advantages (and thus opportunities and risks), 

triggering no kind of support to long-term goals in the end. As a result, private contractual agreements are 

key to balance short-term market risks, both from an economic perspective and from a physical one. In fact, 

long-term deals, in principle, are fundamental to assure energy supply where demand is high and foreseeable 

with large confidence: that is the case, for example, of large business customers for which consumptions can 

be fairly estimated in advance. Furthermore, high energy volume negotiation gives to the buyer economies 

of scale advantage and low prices attainment consequently. After all, if by means of the deal the producer 

guarantees the sale of its entire (or almost that) production, from its point of view, offering prices lower than 

the market (gaining smaller margins) is anyhow more convenient than dealing with the risk of unsold 

products (indeed, all depends also on how much prices are low). In the end, moreover, it is due to consider 

that Enel Energia S.p.A. is a subsidiary of Enel Group, within which energy production is one of the other 

managed businesses: therefore, within the respect of Antitrust law, it is clear that infra-group agreements 

are straightforward and of major interests from any part. 

The other suppliers and partners collaborating with Enel have been already mentioned here and there 

throughout the previous sections. To start with, Europ Assistance Service is the key partner, supplying 

insurance products to Enel’s Customers. Founded in 1963 in Paris and operating in Italy since 1968, the 

insurance company boasts the global leadership within the private insurance market segment, offering a 
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large range of products within Travels, Cars, Home, Family and Health sectors. The company thus 

distinguishes in the market in principle for its tradition and long experience in the business, thus supporting 

Enel and Customers’ expectations and demand for reliability and stability. The uncontested leadership 

position, furthermore, stands as an actual evidence of the capability of the company to adapt to the changing 

environment and to innovate. Having next a look to the mission, it clearly comes out the relevance to the 

company played by Customers, thus committing to Enel’s customer-centric business model. Indeed, 

collaborating with one sole supplier is always highly risky on one hand and most of all in this case: while 

Europ Assistance Service deals with more than one Customer, Enel deals exclusively with it within the 

Business to Business insurance market. At first sight, therefore, the situation places the insurance company 

in a stronger position with respect to Enel. Nevertheless, other additional features need considering before 

getting the right conclusions. For instance, more within the insurance market than any other else, economies 

of scale are key: to minimize the loss risk it is mandatory to manage the largest attainable customer portfolio 

so that to distribute the loss (whenever it occurs) over a multitude of small contributing individuals. As a 

result, Enel has had no other choice but partnering with one single company (indeed the best one in the 

market) in order to finally obtain the best competing deal to eventually offer to its own Customers. What is 

more, it must not be underrate the strong financial and market position held by the Utility Retailer anyhow: 

as leader in the Electricity and Natural Gas Retail Free Markets, with a large Customer base, it represents a 

prestigious and rare Customer to Europ Assistance Service. As a result, hence, it can be expected that the 

bargaining power is almost balanced within the two parts. 

As previously hinted at, other key partners are Philips within LED lightening, Electrolux with regard to home 

appliances, Ariston within heating systems, LG Electronics, Samsung and Olimpia Splendid with regard to air-

conditioning systems and Atala and Piaggio with regard to e-bikes. To start with, Royal Philips was founded 

in 1891 in Eindhoven (Netherlands) and since the very first years the company has gained the global 

leadership in light bulbs production. Today the group operates as a leader within Healthcare, Customer 

Lifestyle and Lightening businesses. Similarly to Enel Group, Philips’ vision is to «make the world healthier 

and more sustainable through innovation». Using and upgrading innovation to improve human lives, create 

value to any stakeholder in the marketplace and give birth to new opportunities, technologies and businesses 

is the first company’s commitment: something that sounds extremely familiar to Enel. It is significant and 

astounding in some way that Enel has chosen one sole partner within LED light bulb supply: differently from 

before, in this case there could be less convincing reasons supporting the choice, while leaving a relevant 

bargaining power to the supplier in front of the Italian Utility Retailer. Nevertheless, as it is going to come 

out ever clearer and firmly and boldly stated, that eventually fits the major Enel’s identity and with the whole 

customer-centric business model. Claiming the values of Trust, Innovation, Responsibility and Proactivity 

while stating the Vision «to be the innovation that the world needs», in order to attain internal fit in the end, 
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Enel has to maintain its identity within any matter, even and perhaps most of all within the partner selection. 

As a matter of fact, Enel has turned its old business model in a new one, having the form and the essence of 

a business platform system where the Customer is both the focus and the driver: within that, therefore, Enel 

positions as the system hub and applies for answering to any Consumer’s emerging, hidden or unknown 

need with one single, completed, distinctive and innovative experience. Hence, the selected partners need 

perform according to Enel’s exact values and drivers in order to actually create unique and naturally 

integrated experiences. Furthermore, it cannot be disregarded the high complexity led by experience as a 

product and, following, the high value and the high risk it bears at once: missing the right partnership could 

cause direct and indirect costs higher than those required to produce the product on its own. Concluding 

therefore, there it lies the actual explanation to the highly selected and limited partners: in the end, the risk 

of suppliers’ high bargaining power is balanced out by the uncontested financial and market power boasted 

by Enel per se and by the enormous risk at stake within the final output. In this latter regard, in particular, it 

is due to underline that Consumers are used to judge the final product as a whole: as a result, the ultimate 

opinion will be attached to all the partners involved with no distinction at all. Given Enel’s Customer Base, 

therefore, it is in the best interest of any involved partner to attain the best possible performances. Electrolux 

is next the selected partner for home appliances supply. Founded in 1919 in Stockholm, today Electrolux 

claims the world’s leadership in domestic and business appliances. It distinguishes for «thoughtfully 

designed, innovative and sustainable solutions» matched with a deep consumer insight. Its vision, more than 

the previous companies’, loudly and clearly state the company’s willingness to be the best in the market. 

Notwithstanding, it also puts a great emphasis on the role of Customers, Employees and Stakeholders: in 

fact, Electrolux defines the meaning of being the “the best” as the view expressed by Customers, Employees 

and Stakeholders. Therefore, even though differently stated, Electrolux as well sees Customers and all 

Stakeholders at the same time the main drivers and the final aims of its whole system: claiming that instead 

of the mere economic-driven leadership pursuit is without doubt different and so are the realized products. 

Ariston is then a global leader within water and air heating systems. Differently from the previous companies, 

Ariston is an Italian company, founded in 1930, and has made of its roots one of its major distinctive features, 

turning them into an actual competitive advantage. The company’s mission is home comfort, or otherwise 

stated, everyday consumers’ care. Care, Respect and Foresight are Ariston’s values: in practical, the company 

commits to paying daily and constant attention towards every day and future Customers’ needs, solving 

them by means of always innovative, sustainable and personalized solutions. As already said within the 

section Products, Ariston is a subsidiary of Ariston Thermo Group that boasts the World’s leadership within 

domestic and business thermo comfort and energy efficiency markets. Above all, the Group claims to «think 

ahead», that is to foster smart energy efficiency solutions. Outwardly, a slightly different strategy seems 

undergone by Enel within air-conditioning systems. In fact, as already said, Enel is partnered with three 

suppliers, Samsung, LG Electronics and Olimpia Splendid. To start with, Samsung was founded in 1938 in 
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Daegu (Korea) as a trading company. Today the company is a World-Class Company, boasting the leadership 

within a large diversified range of businesses, from advance technology to semiconductors, skyscraper and 

plant constructions, petrochemical, fashion, medicine, finance, hotels and many others. The vision of the 

company is «Making a Better World», that is improving everyday everyone’s life, increasing present and 

future opportunities to anyone in the World, leading progression moving up and achieving all that with 

excellence, innovation, sustainability and responsibility. Founded in 1958 in Korea, LG Electronics operates 

as a global leader across four businesses, Home Entertainment, Mobile Communications, Home Appliances, 

Air Solution and Vehicle Components. Becoming «the market leading company with broad market 

recognition» is the company’s vision: to LG, gaining the World’s leadership entails operating in a respectful, 

trustworthy and cooperative way and creating value for Customers. Differently from the previous 

companies, the vision describes a more business-centric organization rather than a customer-centric one, 

recognizing anyhow a key role to Customers. To LG’s perspective, then, the «broad market recognition» is 

eventually the driver of success: something that goes beyond simply Customers and that the company relates 

more to the managerial way of doing business and, in particular, to an ethical, transparent and correct play 

in the marketplace. As a result, the high LG’s commitment towards rules and the worldwide leadership 

recognition drive and justify Enel’s choice. As Ariston, Olimpia Splendid is another Italian company, founded 

in 1956, which has made of its origins its major distinctive feature and competing advantage. It claims the 

World’s leadership in air conditioning, heating, air treatment and hydronic systems. Less customer-centric 

than the other examples, the company is more product-focused, committed to deliver products 

distinguished for «fine aesthetic design, best technology and respect for the environment». Accordingly, the 

values claimed by the company are made-in-Italy technology, design, environmental sustainability and 

service quality. In this case, therefore, it is clear, for instance, that the partnership with Enel is not rooted on 

the far stronger and deeper share of values. However, as a worldwide respected company and because of 

the distinctive features of its products, Olimpia Splendid stands as the right supplier, perfectly answering to 

the Enel’s need to offer to its Customers experiences built on highly valuable, unique, efficient and innovative 

products. Following, other two Italian companies included within Enel’s partnership network are Atala and 

Piaggio. Founded in 1907, Atala claims a distinctive passion and a great international know-how, deserving 

the national leadership. As a product-centric company, Atala’s mission is to project and produce highly 

technological and performing bicycles. Excellence, passion and made-in-Italy are hence the major values to 

the company. Founded in 1884, Piaggio Group, instead, boasts the World’s leadership in Two-wheel motor 

vehicle Market and a major position in the international Commercial vehicle Market. Differently from Atala, 

with Piaggio Enel is back to a customer-centric business partner, whose mission states the willingness to 

«generate value for its shareholders, clients and employees by acting as a global player that creates superior 

quality products, services and solutions». Within the mission statement, then, Piaggio further and loudly 

claims its commitment towards social responsibility and high quality, tradition-rooted products. 



 

152 

 

A rich network of partners is then at place within Household Distributed Generation systems: Wagner&Co 

and SONNENKRAFT for solar hot water systems; fischer, Wurth, SMA, ABB, SHARP, BISOL, CNPV solar power 

and SolarMax and Solsonica for photovoltaic systems. Within Business Energy Efficiency products, instead, 

the identified network of partnerships is made by Schneider Electric for submetering systems, Aisin and EC 

Power for MCHP – Micro-cogeneration systems. Before getting on with the analysis, some considerations 

are due to be added. With respect to those latter, the previous partners (Ariston, LG, Samsung, Philips, 

Electrolux, etc.) supply a whole set of products that directly interacts with the Customer thus constituting 

the first catalyst for experience generation: as a result, it is key that all partners’ values and the identities are 

perfectly aligned one with the other and, most of all, with Enel’s ones. Differently, within Distributed 

Generation systems and, in particular, within Business Energy Efficiency systems, the Customer does not 

interact directly with the products rather he or she principally and foremost interacts with the first coming 

benefits. Therefore, given the constant need to partner with high-profile companies in order to mutually 

enforce brand image and reputation, in this case, anyhow, the focus is more on actual companies’ products 

technologies, efficiency and quality levels, rather than on companies’ identities and values. Hence, as already 

hinted at, within the partnership network of Distributed Generation systems and Business Energy Efficiency 

systems, except for a few, each single company boasts a long tradition ranging from a minimum of 20 years 

to a maximum of 170 years. Among them, there are partners, as Schneider Electric, fischer, Wurth and SHARP, 

whose World’s leadership is very well known, even among common people. Others as ABB, SMA and AISIN 

are more specialized and their popularity could be restricted among those specifically interested and directly 

involved: nevertheless, also those companies deserve the World’s leadership within their respective 

markets. Other companies, as SONNENKRAFT and EC Power, boast the European leadership. Solsonica claims 

instead the Italian leadership within the photovoltaic market. The youngest companies22 are then BISOL 

(2006) and CNPV solar power (2005): however, they are already operating on a world scale. Beyond aging, 

all companies show a strong commitment towards highly technological, innovative and efficient products 

and their traditions, leading positions and present extensions give proves of their actual capacities. 

As seen throughout the section Products, Household Customers can buy EGS products by instalments. In 

order to actually offer this additional service, Enel is in partnership with Findomestic Banca S.p.A. and Accedo 

S.p.A.. Both leaders in the Italian Consumer Credit Market, the two banks are subsidiaries of BNP Paribas 

Group and Gruppo Intesa Sanpaolo respectively, two longstanding group leaders in Italy and in Europe. The 

outsourcing choice here is straightforward: to give actual financial support to Customers, avoiding the risk 

of insolvency or financial distress, it is mandatory to leverage a well-structured financial system that actually 

                                                           

22 SolarMax group was founded in 2015, with the buyout of the insolvent Sputnik Engineering AG by RenerVest group. 

The investing group then has leveraged the previous experiences and strengths: for that reason, therefore, when 

computing company aging, it is due to take into account the insolvent company’s 20-years tradition anyhow. 
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takes advantage of risk diversification and economies of scale above all. What is more, if the final objective 

is to offer the service to millions of Customers, financial resources need to be definitely large and robust. As 

a result, not by chance therefore, Enel has selected two among the Italian leaders in the Consumer Credit 

Market, eventually offering a real and premium financial service to its own Customers. The decision of a 

double partnership, furthermore, is driven by two parallel and mutually enforcing reasons: on one hand, the 

bank’s physical need of taking advantage of economies of scale explains for instance the low number of 

partners; on the other hand, then, the requirement to share the financial risk clarifies instead why more than 

one partner. It is noteworthy in the end Enel’s ability to obtain a similar service at favourable conditions, for 

its own Customers, in times of huge financial distress. Indeed that is enlightened first by the robust financial 

resources boasted by the Utility Retailer and then by the highly sophisticated credit controls put in place by 

the Utility itself when acquiring a new Customer. Enel therefore represents an opportunity to banks 

ultimately: while those latter supply one of their products to the former, keeping alive their own business, 

the former supplies to them a low-risk and reliable Customer Base. Concluding, value creation is so 

straightforward for anyone in the Market, from Suppliers to final Customers, and the bargaining power 

between the two banks and the Retailer is eventually balanced out. 

Going on, with regard to charging stations, the supplier is e-distribuzione. As a matter of fact, e-distribuzione 

boasts a longstanding tradition within energy distribution and, in particular, within research and 

development: since the beginning, the company has been pioneer within energy-related technologies and 

innovation. Today, then, e-distribuzione is leader within the Italian Energy Distribution Market and, as a proof 

of its commitment toward innovation, it is in the World’s frontline of smart cities. Furthermore, as said in 

From the origins down to the present times, with the beginning of the coming Autumn, e-distribuzione 

substitutes 32 million household and business electric meters with a new one, called Open meter. The 

attainment of operational excellence, innovation and environment respect is within the company’s specific 

objective. Given the actual and distinctive business profile of e-distribuzione, it cannot be undervalued the 

fact that the former and Enel Energia S.p.A. belong to the same Group: under the respect of Antitrust law, it 

is indisputable that dealing with a sister company is for instance straightforward and, indeed, it should add 

a higher intrinsic and synergic value. Any risk of misconduct and moral hazard is nearly avoided both by the 

separate management of the two subsidiaries and by the ruling Code of Ethics: in this specific case, 

furthermore, given e-distribuzione’s mission statement and its main business activity (that is, distributing 

energy), those risks are definitely downsized by nature; Enel Energia S.p.A., on its view, following, has no 

incentive to damage or jeopardize the relationship in any way. 

In addition to all that, another set of partners is further included into Enel Energia S.p.A.’s network for the 

supply of other additional services: Carrefour, Mondadori, Mirabilandia, Salmoiraghi & Viganò, Best 

Western, Smartbox, ParkinGO, Totalerg, P.R.G., Moby and Tirrenia, Sambonet and Paderno, Limoni and La 
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Gardenia. As it can be noticed, here the choice of the partners is driven in principle by national coverage. 

Except for P.R.G., Moby and Tirrenia which are regional, the partners are all Italian leaders if not even 

European and Global one: Carrefour, «leading retailer in Europe and second-largest retailer in the World»; 

Mondadori, first publisher in Italy and among the major ones in Europe; Sambonet, with an international 

reputation; Paderno, World’s leader within the production of professional cookware and kitchen items for 

the catering sector; Best Western, one of the major global hotels and resorts network in the World; 

Smartbox, European leader within the gift box market. Despite coverage, each partner offers distinctive, high 

quality, premium products and services. 

Another partner within Enel’s network is the Italian over-centenarian Gondrand, for transportation and 

logistics services. Since 2015 the company has become a subsidiary of Fercam Group, the largest Italian 

transportation and logistics organization. Nowadays Gondrand offers to its Customers worldwide coverage 

and premium services based on not only security, punctuality, speed or savings, but also and foremost multi-

channel service (by road, rail, air and sea) and highly personalized solutions. The choice of the partner is so 

explained for instance by its first-class service. In addition, in this case, strong economies of scale justify the 

lack of diversification within the partnership network. It is a matter of fact that transportation and logistics 

services are as more efficient as larger it is the number of clients served or, more generally speaking, orders 

received. Therefore, the company operating in this field is always interested to gain as many 

customers/requests as it is able to support. As a result, it can be fairly expected that, notwithstanding 

bargaining power, the bigger it is the opportunity at stake (as Enel), the far more likely it is that the company 

will be ready to offer the ever best service to the Customer, in terms of both price and flexibility. Concluding, 

foreseeing a favourable deal for both parts, it is explained thus Enel’s partnership choice. 

A further branch of partners within Enel’s network is made of partner retail channels and technical experts. 

To start with, as already mentioned within the section Resources, the former group is made of retail stores, 

call centres and agents. Each of them is selected according to high quality standards, more than ever with 

respect to retail and communication practices. To Enel, it is of utmost importance that any single partner 

behaves transparently, honestly, correctly and professionally: the Customer need find Enel in any instance 

and in any case, irrespective of the specific channel he or she relates with in that precise moment and in that 

precise place. As a result, the Utility Retailer delivers to each single partner training courses on matters of 

both products and retail and communication practices. Contractual agreements, then, enhance even more 

Enel’s requirement by adding penalties and bonuses on the basis of quality service measures. Concluding, it 

is worthy to add some last but not least considerations in that respect. In principle, definitely differently from 

what has been analysed so far, Enel undertakes a diversification strategy within retail partners: still 

maintaining the commitment towards high-value partnerships, the Company largely diversifies the network 

both in kinds and in numbers. As a result, it relies on more than one call centre as well as on numerous agents 
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and partner stores: that finds explanation on both structural terms (it is unfeasible to one sole partner store 

covering the whole national area, for example) and risk terms (to avoid unbalanced bargaining powers). For 

what concerns call centres, then, on the majority of the cases, they are chosen and managed on a nationwide 

basis. The reason lies on the economies of scale related to the service itself: as a matter of fact, call centres 

are largely characterized by fixed costs that are then lowered with the increase in the number of calls. 

Moreover, if contractual agreements make call centres’ remunerations contingent upon the single, actually 

acquired Consumer (and not upon the number of calls) for a relevant part, as it is the case, the remunerated 

part is further fostered to rise the number of calls to the feasible limit (the national area, therefore) in order 

to enlarge the absolute number of total possibilities to acquire a Customer. Differently, partner stores and 

external agents are respectively chosen on a town and on a regional basis: the reasons are evidently 

structural. The same high-standard selection is then attained within technical experts as well: they enter 

Enel’s Customers’ homes and they install Enel’s high quality products. In order to actually offer experiences 

if not even transformations to its Customers, therefore, Enel need guarantee the same level of standards 

across the whole value creation and within any single part of it. Hence, that is the reason why even the 

selected technical experts have to perform according to high quality standards as products, services and all 

the other partners do. In the end, so high is the commitment toward integration and internal fit that Enel 

cares also about partner retail stores layout and furniture. In particular, the Company requires any partner 

retail store to buy Enel’s selected furniture: in this way, partner and own retail stores present in front of 

Customers exactly in the same way, eventually increasing synergy and mutual enforcement. To ease 

processes and assure quality and standards, Enel is in partnership with two international, successful partners, 

Knoll and DB. The two manufacturing companies are distinguished by a long tradition in the business, 

respectively nearly 80 and 50 years. In particular, Knoll is a recognized leader in the World. Its value 

proposition is to create a unique working space that is perfectly harmonized and synergic with people living 

inside and with the environment surrounding. Its well-known design capabilities and know-how within the 

business make Knoll the best suited partner on matters of furnishing. Nevertheless, in this case, going into 

partnership with Knoll exclusively would be highly risky: not only in terms of bargaining power but also in 

case of missed furniture delivery. If for whatever reason, Knoll is unable to deliver furniture, Enel could deal 

with a significant reputational damage both with partners and with Customers. Furthermore, as it is clear, 

contracting also with another partner definitely lessens the first partner’s bargaining power, both at the 

negotiation phase and following. DB is then the other selected partner: even though not a leader, it stands 

as a successful international partner anyhow. The company then boasts a unique know-how and high design 

competences: eventually, an optimal partner to back up Knoll, with high quality standards, a more hidden 

notoriety and lower costs. Going back to technical experts, next, it is interesting to note that Enel Energia 

S.p.A. undertakes also collaborative relationships with its co-subsidiary Enel Sole s.r.l. in case of major 

projects (in general with Business Customers) on matters of lightening first and, more in general, of energy 
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efficiency then. Classified as an Energy Service Company23 (ESCo), Enel Sole s.r.l. boasts the Italian leadership 

within public and artistic lightening. As it is straightforward, its mission statement is «lightening according 

to efficiency and quality standards». In this case, as with e-distribuzione, therefore, the relationship between 

the two companies could not be ever stronger or more synergic than that, implying lower bargaining costs 

for instance and, expectedly, higher revenues from synergies, direct and consolidated liaison and identity 

share. Differently from e-distibuzione, however, the well-known risks of underperformance, misconduct and 

moral hazard are sounder in this case: after all, the two companies deal with same problem, energy 

efficiency, but from slightly different perspectives and with dissimilar solutions. Nevertheless, the separate 

management of the two companies together with the regulating Code of Ethics nearly avoid those risks, 

finally completely unlocking the entailed value by a similar collaboration. Enel Sole s.r.l., in fact, has 

distinctive know-how, competencies and experience in dealing with lightening, most of all, and with energy 

efficiency solutions with high professionalism and at incomparable performance levels. As it is plain, 

therefore, in order to guarantee to its Customers the same quality standards offered by the co-subsidiary, 

Enel Energia S.p.A. should invest time and huge amounts of money to actually cover the gap. What is more, 

given the Utility Retailer attains the same performance levels, it is most likely that, once that happens, the 

other player has bettered and advanced its position in the Market: all the benefits triggered by the gained 

standard levels are finally cancelled out. Enel Energia S.p.A., on the other side of the coin, however, can 

leverage the double competitive advantage of being on a direct and natural touch with the Customer and of 

monitoring and analysing energy consumptions directly and continuously. As it is evident, therefore, the 

opportunity and the value at stake are definitely immense: both from the natural synergies existing between 

the two businesses, utility retailing and energy service consultancy, and from the additional fact that the two 

companies actually belong to the same organizational Group. 

The network is then characterized by Electricity transmission and distribution companies and Natural Gas 

transport and distribution organizations. Even though their supply is de facto given by law, as previously said 

within the section Resources, nevertheless they are key to Enel’s network in any case. By nature, transmission 

and transport sectors constitute each a natural monopoly: the former is led by Terna Rete Italia while the 

latter is led by Snam Rete Gas. Electricity and Natural Gas distribution businesses instead are classifiable as 

natural oligopolies, given the relative low number of competitors due to tradition and structurally high and 

significant economies of scale: by law, each distributing company is a monopolist in a given small area. 

Besides the legislative scenario, transmission/transport first and distribution next are fundamental not only 

                                                           

23 Introduced first in Europe by the Directive 2006/32/CE and then in Italy by the Law Decree number 115 on May 30th 

2008, Energy Service Company (ESCo) is a company offering to Consumers an integrated service characterized by the 

identification, realization and financing of solutions within energy efficiency matters. Results are then actually 

guaranteed and the required compensation is based on real energy savings. 
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to the existence of energy retail but even to its success and evolution: in principle, the future of smart cities 

and smart grids is largely dependent on those same companies. As a consequence, even the development of 

new products and services, as e-mobility and Good Life, largely depends on electricity transmission and 

distribution companies. Therefore, establishing for instance long-lasting, collaborative and mutual enforcing 

relationships is of greatest importance to Enel in order to unlock and foster present and future value for the 

entire ecosystem and for Enel without a doubt. 

Another set of companies taking part into Enel’s network is given by a phoebe of all world leaders, among 

the most innovative companies, that is Amazon, Salesforce, Ericsson, Accenture and IBM. As said by and 

large, beyond doubt, nowadays we are living within what is called the information era. As a consequence, 

people and businesses, from Suppliers to Customers, all ask for digitalization, real-time and integrated 

information and services: there is only room for upgrading and improving, who stays behind is doomed to 

be left out of competition. Therefore, there is an urgent need for digital systems and structures and those 

require high specialization, know-how and expertise in the end. To start with, Amazon has been chosen for 

its Amazon Web Service (AWS): it supplies both the required technologies and supporting services to manage 

Big Data. In this way, the Customer (Enel in particular) avoids whatever upfront investment on technologies, 

know-how and experience curve otherwise needed to achieve the already given and robust high 

performance levels. Salesforce next has been identified as the optimal partner offering to Enel and its 

Customers and Suppliers a CRM system able to work on a real-time basis and to manage and integrate more 

different-source information databases and systems at once. The result is an extraordinary increase in value 

for any actor within the platform: Enel can increase exponentially its data warehouse and enhance and enrich 

its value system; Customers can enjoy ever more self-tailored, unique and sophisticated experiences; 

Suppliers can further improve their services and benefit from superior and deeply entrenched synergies. In 

a way, Salesforce constitutes the first pillar to Enel’s platform system. Finally yet importantly, Ericsson, 

Accenture and IBM have been selected for the ultimate development of the Business Intelligence, taking 

advantage of each one’s peculiar features: to efficiently manage databases and effectively get value-added 

information, avoiding the risk of information waste and disruptive excess, a relational system is mandatory 

in the end. As it is clear, a Business Intelligence system requires impressive investments, both financially and 

in terms of know-how and experience curve. Furthermore, it is a matter of fact that ICT Market has currently 

reached outstandingly high levels of performance and innovation so that attaining the same levels, starting 

from nothing, is roughly impossible if not abnormally expensive: that explains for instance the outsourcing 

choice. However, the realization of a well-structure information system is mandatory in the end and it must 

perfectly fit in with Enel’s business model. As a result, the partnership with the three worldwide-recognized 

partners comes straightforward: in particular, Accenture has been chosen for its uncontested consulting and 

advanced problem solving capacities; IBM has been further selected for its know-how on programming; 
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Ericsson, last, has been chosen for its superior knowledge and experience within information systems and 

infrastructures. So far, everything considered, it is clear that the related economies of scale and the major 

requirement to create a well-integrated, innovative, global system justify the selection of single partners 

within each matter, from Amazon down to IBM. For instance, think whether instead of Salesforce alone, 

there were two, three or more partners each supplying its platform: Ericsson, then, should have created an 

information system that not only gathers data and generates information from more than one systems (as 

already it does for specialization reasons) but also matches probably completely different structures – 

something that would be tremendously expensive in the end. Understood the single partnership choice, 

hence, Enel Energia S.p.A.’s bargaining power is enforced by its belonging to the World giant Enel Group. In 

addition to all that, finally, a multiple sourcing strategy is instead adopted with regard to ICT technical experts 

giving continuous support and assistance to Enel: in this case, the service required is roughly basic and 

general and, as such, it can be considered more as a routine activity. 

Enel’s partnership network is further enriched by a number of external companies for timing and quality 

supply. By that it is meant the whole set of services regarding mailing management and answering. 

Whenever a Customer writes to Enel for whatever reason, in order to guarantee on time, precise and 

efficient answers, it is needed that someone takes time to read the mail, understand and answer properly. 

As far as processes are standardized and value is driven more by time and precision than anything else, such 

an activity can be fairly outsourced taking advantage of partner’s high specialization. What is more, in this 

case, it is evident that the value at stake is low in the end: therefore, as a routine activity, it is well explained 

Enel’s choice to collaborate with a large number of external partners, consequently decreasing their 

bargaining power, putting them on a direct competition and taking advantage of high flexibility. 

The very last partner belonging to Enel’s network is Doxa S.p.A.. The company has been contracted by Enel 

for Customers’ Satisfaction analysis, with the final aim, after all, of guaranteeing quality, objectivity, 

reliability and truthfulness within numbers and researches in front of any stakeholder in the marketplace. 

The Group boasts a 60-year tradition within the business of statistic researches and public-opinion polls: it 

was the first company in Italy and among the first in Europe to enter this Market. Between the years 1986 

and 1996 it delivers the first customer satisfaction analysis. Doxa S.p.A. is a member of Win-Gallup 

International Association24, of which it contributed to the foundation in 1948. The Italian Group then stands 

as a reference within country polling and market researches, assuring quality, know-how, capabilities and 

innovation. Above all, in the end, the partnership is triggered by the stringent and constant need to enjoy 

                                                           

24 Founded in 1947, the Win-Gallup International Association is World’s leader in market research and polling: each of 

the 75 members represents the largest independent market research and polling firm within its own country; as a 

whole, the Group covers 95% of the World’s market. 
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Customers’ trust: professionalism and objectivity are two musts therefore. Hence, it looks immediately clear 

the reasons driving the choice of such well-recognized partner: indeed, furthermore, the same is also in 

Enel’s best interest in order to actually rely on trustworthy and useful analysis. Obviously, concluding, the 

selection of one single partner, in this case, is mainly explained by the consequent waste and unneeded 

excess of information it would result if more than one partners would work on the same research field. 
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Figure 94. Enel Energia S.p.A.'s Business Model: Suppliers and Partners (1 of 2) 
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Figure 95. Enel Energia S.p.A.'s Business Model: Suppliers and Partners (2 of 2) 
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5.2.5 Supply processes and channels 

 

Given their key role, the relationship with each partner is built on 

negotiation and further maintained through dedicated personal 

channels. In particular, generally speaking, all partnerships are managed 

by selected teams within Enel’s work force: one or few employees deal 

directly with partners for any instance while the rest of the team gives continuous support to the 

relationship. In this way, deep and strong collaboration is achieved straightforwardly: whatever the need or 

the problem coming from either side of the chain, it can be directly solved through personalized, ad hoc 

tailored and innovative solutions. The rest of the team, as said then, is dedicated to constantly support and 

also control the partner. To give an example, partners’ retail channels, from stores to call centres and agents, 

are backed by an enlarged and varied team of Enel’s employees ready to give them training courses as well 

as problem solving assistance within any value chain process. The same team, then, monitors partners’ 

activities guaranteeing the compliance with rules and contractual agreements and the respect and fostering 

of high quality standards in front of the ultimate Customer. Within the present organizational structure, 

furthermore, teams are organized so that to leverage and advance employees’ specialization: in this way, 

the experience curve can be actually exploited and partners’ assistance and monitoring can be undertaken 

in an effective and efficient way. Within this general framework, it is interesting to note, in particular, the 

relationship undergone with energy distributors. As far as the service is given by law, it could be easily 

inferred that de facto there is no need to actually put in action any monitoring or supporting activity. But 

that is not true at all. Even within that matter, Enel has established a divisional unit with the major objective 

of supporting and monitoring energy distributors. Furthermore, in order to foster collaboration and make 

processes much leaner and faster, the Utility Retailer has established a set of information systems aimed at 

improving direct communication with distributors. It is clear, therefore, that even where at first sight there 

is no room nor claimed need for improvement or value creation, in truth there is always some opportunities 

at stake to foster synergies and generate superior values. Given the shared strategy within supply processes 

and channels, some distinctions are due to be made. While retail partners, the whole energy supply chain 

and “quality and time” suppliers offer a continuous service to Enel, all the others have not to respond to that 

strict requirement. Accenture, as a consultant, still offers a permanent service to Enel, nevertheless it 

answers to a more planned schedule integrated with extraordinary sections when required. Slightly similarly, 

Amazon for instance offers the required physical structure and the data management and storage service; 

following, it guarantees permanent, on demand support. Salesforce, Ericsson and IBM, instead, principally 

supply their specific products, respectively the platform, the information systems and the programs, but 

then assistance is given exclusively on explicit demand, within contractual clauses: in fact, constant support 

is delivered by a wide range of external partners (ICT technical experts). A definitely diverse relationship is 
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clearly undertaken with and among product suppliers. To start with, energy, as already said, is bought both 

in the marketplace and by means of contractual agreements. While in the latter instance and in the forward 

market the energy is supplied on a medium- to long-term basis, according to one-time negotiated quantities 

and prices, in the spot market the supply is given and negotiated daily, both in quantities and in prices. With 

this combined supply, therefore, both the estimated base-load and the peak-load provisions are guaranteed 

in the most possibly efficient and economical way. With regard to LED light bulbs, some observations are 

due in principle: nowadays, their use is exponentially increasing and widening through the whole Italian 

population; as a small product and easy to install, Customers greatly value the possibility to buy and get them 

immediately; eventually, the competition within that Market is undoubtedly high and players are all diverse, 

with distinguishing strengths. As a result, being not a wholesaler and still new in this Market, Enel undertakes 

a Material Requirements Planning (MRP) supply strategy, thus minimizing as much as possible warehousing, 

guaranteeing ready delivery to Customers and optimizing costs. Differently, with regard to home appliances, 

HVAC systems and Distributed Generation systems, the applied strategy is that one of just in time. In this 

regard, then, four major driving reasons can be fairly outlined: first, Enel is a new-entrant of the business; 

second, the Market is characterized by well-established incumbents so that competition is unquestionably 

high; third, purchases are all but impulse as far as they are driven by the replacement need above all and 

they require high upfront investments (especially in those times); forth, it is generally attached a low value 

to instantaneous delivery. Just in time supply therefore guarantees no warehousing, consequently triggering 

a relevant cost saving: indeed that is fundamental especially to a new-entrant in the Market, as it is Enel in 

this case. The same strategy is further applied with respect to charging stations but with different reasons: 

as a matter of fact, so far the purchase of charging stations represents a niche market so that real-time 

ordering and production is the best fitting strategy in order to operate efficiently and effectively. With regard 

to e-bikes, instead, the supply strategy undertaken is slightly different from the previous ones. As a more 

widely used product, not so strictly triggered by the replacement need, the optimal solution is the MRP 

supply strategy. Nevertheless, because of the high prices most of all, e-bike can still be considered a niche 

market: for that reason, therefore, warehousing is left on supplier’s responsibility. As a result, leaving under 

supplier’s control material planning, flexibility is enhanced and warehousing is minimized, getting then closer 

to just in time supply while maintaining the advantage of lower lead times from MRP supply. 

Going ahead, with regard to the whole set of additional services, from travel to entertainment, included also 

insurance and financial services, de facto they are all supplied by the same partners directly to the final 

Customer: in that case, therefore, Enel acts as a catalyst, as an intermediary between the Suppliers and the 

Customers, trying to get the best deal for both counterparts. The same then occurs even with the partners 

Knoll and DB: in truth, they deal directly with Enel’s partner retail stores to decide all the needed furniture 

to replicate Enel’s layout. Even in this instance, therefore, the Utility Retailer acts only as an intermediary: it 
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works to obtain the best deal while partially financing the furnishing. Last but not least, similarly to Amazon, 

Gondrand guarantees to Enel permanent, on demand access to its service. The same then occurs with 

technical experts for Customers’ EGS installations. 
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Figure 96. Enel Energia S.p.A.'s Business Model: Supply processes and channels 
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5.2.6 Outsourcing 

 

Concluding this first analysis with regard to Resources and Suppliers, it is 

unquestionable that on the whole Enel has undertaken an Outsourcing 

strategy. Within any single matter, the Italian Utility Retailer has looked 

for partnerships with widely recognized, long-standing and well-

established companies: the first results are then mutually increased brand images and reputations. 

Following, by outsourcing Enel avoids in many cases robust upfront investments on knowledge, training, 

experience curve and technologies while taking advantage of high and uncontested standard levels, on both 

quality and competencies. At the same time, the selected specialized company can leverage not only its own 

and inimitable experience curve but also significant economies of scale that another organization, playing in 

more than one business field, could hardly met. Last but not least, the company, directly involved within one 

sole business or within a few at most, is largely far encouraged to take on innovation and to relentlessly aim 

at higher, unachievable standard levels, in order to beat competition and stay alive in the Market. However, 

in more than one cases Enel faces a bargaining power unbalance that consequently reduces the impact of 

benefits. Indeed, that is lessened for instance by its belonging to the international giant Enel Group. 

Furthermore, the Utility Retailer clearly leverages a well position as leader in the Italian Energy Retail Market: 

partnerships, therefore, turn into actual opportunities also to Suppliers’ interests as far as, in principle, those 

latter can increase their Customer Base, even though indirectly. Thanks to the Outsourcing Strategy, then, 

Enel has been able to definitely focus on its traditional competences, expanding, enforcing and innovating 

them. In particular, it has been improving its problem solving capabilities, expanding them to an enlarged 

and varied set of related needs and problems within Customers’ energy lives. Following, with the combined 

support of World leaders, it has significantly invested on one of its most important resources, information, 

and on its own ability to store and, most of all, use data, finally setting a remarkable turning point on 

innovation. The undertaken investments in this case have been done not with the final aim of outsourcing 

data centre and information competencies, therefore, rather to further upgrade and keep them inside the 

Company. On that basis, Enel had been internally realizing and managing a platform system: at the hub, the 

Company has so placed its uncontested and unique data centre, the traditional problem solving competence, 

the long-established Customer relationship and knowledge, the robust financial resources and its widely 

recognized, deep-stated and proud identity. What eventually comes out is not only a path of innovation but 

also, and most importantly, a change in the actual source of value: de facto, within the whole set of choices, 

Enel has shifted from a pure Utility Retailer to an energy platform business (we could say), consequently 

swinging the main source of value from energy to relationships, synergies and problem solving – three 

sources indisputably hard to replicate from outside, if well structured. Therefore, that gives further reason 

to any outsourcing choice: the related risk to lose control over product features and processes is definitely 
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minimized by the shift in value source and by the fact that, as the platform is thought, any supplier is 

encouraged to maintain and improve standard levels in order to boost up synergies and thus value for all. 
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Figure 97. Enel Energia S.p.A.'s Business Model: Outsourcing 
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5.2.7 Customers 

 

The following analysis is restricted to some specific considerations on Business 

and Household Customers within the Energy Retail Market. The larger (and 

required) analysis has been treated throughout the first part, External context 

evolution. 

Business and Household Customers are different definitely. To start with, Household Customers can be 

considered altogether a mass market. They generally consume small and constant energy volumes, allowing 

for reliable predictions and plans when buying energy in the market. In particular, energy consumptions can 

be profiled according to one major driver that is life habits: within a work week (Saturday and Sunday 

excluded then), on daytime there are people living at home (because they work at night or because they do 

not work at all) and people spending the majority of time outside. The consumption profiles then have a 

direct impact on energy production from more than one perspective. For instance, it is evident that 

worldwide there is a natural inclination to consume energy during the daytime as far as planning requires a 

lower effort. Businesses instead consume during days by necessity and if any single Household consumed 

only during daytime too, production capacity should be tremendously increased: but during nights then? In 

absence of storage systems, if nobody consumed or if consumptions were far lower during nights than days, 

wastes and costs would severely upsurge, affecting any stakeholder in the Market. Therefore, customizing 

energy consumptions on the basis of natural life habits, trying to foster night consumptions as much as 

possible, is key and value-adding to the whole ecosystem. However, another consideration needs to be taken 

into account with regard to consumption profiles: especially for those consuming energy during daytime, 

renewable sources represent a concrete and valuable opportunity. As said by and large, nowadays 

renewables represent a mandatory commitment to anyone within the whole ecosystem, from Producers to 

Customers, something that those latter value ever more. To Customers, in fact, what is of highest worth is 

the so-called triple saving, that is economic, timing and environmental: getting them altogether at once is of 

priceless value therefore. As largely said, Customers are increasingly careful to any type of waste. As a result, 

incessantly looking for any saving solution, they appreciate more and more connectivity, real-time and 

flexibility. They want and expect to live experiences, not to get just a service, and, as a consequence, they 

demand high personalization and actual participation: channels then have to be modelled on their multiple 

and changing needs; solutions need to be ready and singular and solve at once any of their problems, from 

any hidden and even unknown aspect; lower spending and higher values have to be given as final benefits; 

actual control over one’s own life, awareness and freedom of choice need to be delivered. That is the 

Household Customer in the end: someone who so far has seen energy as a commodity, billing as nothing 

more than a tax, eventually missing to appreciate the underlying value of all that.  
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Generally speaking, the Business Customer, instead, is characterized by large and daily energy consumptions 

and can afford high spending and investments. Even in this case, consumption profile is the foremost driver 

to get a first understanding of the Market: differently from the Household Customer, each single Business 

Customer is distinguished form the others by actual energy volumes instead of consumption timing. As a 

result, therefore, the Business Market can be split up into five separate clusters at least, big companies, small 

and medium businesses, apartment buildings, public administrations and hotels and any other touristic 

facility. So significant are then the differences that, in the end, the Business Market can be considered as a 

diversified market: for instance, it could not be even imagined that big companies’ energy needs are similar 

to apartment buildings’ ones. De facto, each single Business Cluster exists per se, it has its own specific 

features and needs, nothing if not a little in common with any of the other Clusters: diversification strategy 

is actually mandatory therefore. As it is clear, however, diversification is all triggered by energy volumes, 

financial capacities and the experiences that follow. In fact, the triple saving is maintained the foremost need 

above all: any Business Customer requires economic, timing and environmental saving as well, together with 

connectivity, real-time and flexibility. Furthermore, Business Customers, probably even more than 

Households, ask for awareness, personal control and freedom of choice: today more than ever, within those 

hard times, they desire and need to get involved in energy matters so that to actually and consciously 

manage all the related costs and benefits and finally generate real value. This latter common need, in the 

end, further exacerbates the diversification existing among Business Customers: most likely, the level of 

controlling and awareness required by a big company is completely different, in degrees and features, from 

what asked by an apartment building. All that considered, to conclude, it is plain that it is not feasible to 

achieve the optimal customization by means of a combination of standard products (as in the case of 

Household Customers), rather it is required a single-case analysis where solutions are thoughtfully and 

carefully ad hoc designed in close and actual collaboration with the Customer. 

 

Above all, the business model change started by Enel in 2015 and completed at the beginning of 2016 has 

opened up the Customer portfolio. In particular, while within the preceding business model, beyond 

segmentations, the Market was de facto limited to the sole Utility one, within the new business model, 

instead, the Market has been unquestionably enlarged. As a matter of fact, now Enel can deal both with 

Energy Customers and increase their actual value through all the other businesses, and with any Customer, 

beyond power and gas supplies, interested in changing his or her life by decreasing energy consumptions 

and behaving in a more sustainable way. The openness of the new business model, therefore, is 

demonstrated also within Customers, with an innovative enlargement of barriers to any non-Customer in the 

whole Italian Market. 
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Figure 98. Enel Energia S.p.A.'s Business Model: the Household Customer 

Figure 99. Enel Energia S.p.A.'s Business Model: the Business Customer 
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5.2.8 Communication and distribution channels 

 

As it is very well known, distribution channels can pass through five 

different phases: awareness, evaluation, purchase, delivery and after 

sales. As already said throughout the previous sections, Enel has put in 

place a diversified retail network made of own and partner retail stores, 

one own web site, own and partner key account managers, partner call centres and external agents. The 

strategy undergone in this matter is then selective distribution and the relationship established with 

Customers is of personal assistance: as a result, the combined choices give relevance to both products and 

Customers at the same time. As a matter of fact, the high selection of diversified retail channels perfectly fit 

the value proposition and, in particular, the products sold, that is experiences: in order to actually offer to 

Consumers reliability, personalization, uniqueness, quality, performance and innovation, distribution 

network need reflect the same. Likewise, if Consumers are actually at the centre of the whole business model 

and value is first generated from their involvement, personal assistance is eventually unavoidable and stands 

as the second best solution after dedicated personal assistance. To start with, therefore, the own retail stores 

are generally managed by Enel’s sales force: employees are then trained to be professional, highly 

competent and with robust soft skills. When entering one of those retail stores, the Consumer immediately 

gets aware of Enel’s identity, value proposition and actual products. Furthermore, by means of ad leaflets or 

by talking directly with personnel, he or she can evaluate each product and then assess, together with the 

consultant, which combined solution best fits his or her own needs. Finally, the Consumer can ultimate the 

purchase. While not covering the delivery phase, the retail store is then key within the after sales phase. 

Enel’s retail stores, in fact, stand for Customers as the reference point: they definitely takes on the whole 

Enel image and values and, as such, they are permanently at Customers’ disposal for any matter, ready to 

solve together with them any coming need. The personnel then create a direct and strong relationship with 

Customers: they have the absolutely largest opportunity to establish a long-standing, trustworthy and 

valuable relationship. Indeed, own retail stores require extraordinarily high investments, from buildings, 

maintenance, layout, appliances and furniture, to personnel wages and training courses. Immediate profits 

are instead low as far as most of the times Customers go to retail stores because of urgencies and problems 

and not for mere curiosity or willingness to buy: as a result, the majority of any store’s activities is related to 

after sales. Until one year ago, in fact, stores were actually managed and seen as consultancy points where 

people were used to go and solve administrative or economic problems. Today, instead, those same stores 

take on a completely different role, that is retailing: they stand in the Market with the aim to create value 

together with Customers, offering experiences rather than simply services. Nevertheless, it is a matter of 

fact: it needs time to make people change their perspectives and a year is not enough. Anyhow, it is 

unquestionable that on the long-term own retail stores’ profitability is high and certain. The reality then 
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explains the choice to manage also partner retail stores: in this case, Enel’s investments shrink to just an 

financial support for the start-up phase, while building, maintenance and all the other overheads and 

operating costs are at partners’ expenses. What is more, the partner retail stores receive from Enel the 

training courses required to acquire the appropriate knowledge and competencies to deal with Customers 

as if they were actual Enel’s retail stores. Not by chance, in fact, layout and furniture within partner retail 

stores are decided and supplied by Enel and they coincide exactly with the same chosen for Enel’s retail 

stores. As a consequence, partner retail stores can initially leverage own retail stores’ reputation and image: 

it all depends on them, following, maintaining or even enforcing it in their own respect. Partner retail stores, 

therefore, cover the same phases and function of own retail stores. In addition, in most of the cases, those 

stores manage both Enel’s business and another one or even more: it depends almost entirely on themselves 

creating singular synergies and taking advantage of them. As already said by and large, in order to foster 

quality, partner retail stores are paid or fined on the basis of quality standards. Contractual agreements then 

provide for a piece rate remuneration (for any activity and sale done by contract) integrated with additional 

financings, driven by either anticipated and shared events or precise objectives to attain. Within a perfect 

scenario, therefore, Enel should obtain the same long-term profits as of own retail stores and some 

additional short-term revenues triggered by synergies, economic incentives and a more retailing soul, 

everything at certainly lower costs in the end. Indeed the World is not so perfect anyhow and thus some risk 

must be taken into account: for instance, there is a reputational risk if the partner does not perform correctly 

(something that could cause impressive costs) and then there is an economic risk if monetary incentives are 

given without obtaining any profit. 

Going ahead, external agents have the undisputable advantage of moving throughout regions and districts 

and directly reaching those Consumers who, for some reasons, do not have access to any of the other retail 

channels. Differently from the previous channels, they do not receive the same level of formation, rather far 

less. The reason is principally given by the phases they are meant to cover, which are awareness, evaluation 

and purchase. They represent a pure sale channel therefore and all they need to know regard product 

features and Enel’s value proposition, nothing related to processes nor Customers’ supporting activities. In 

some way, they act by stealing Customers’ time (and it is very well known how much time is worth today): 

as a result, it is of utmost importance that agents are impressive, persuasive and effective nearly in a while. 

Even if they do not complete the sale, they are valuable to Enel anyhow as long as they constitute a first 

point of contact with Consumers, hopefully raising at least some interest from their part. Generally speaking, 

if on one hand this channel is low capital intensive, on the other hand it is characterized by a high turnover. 

In most of the cases, agents are paid on a piece rate basis and, anyhow, the main contractual driver is sale 

above all: travel expenses are all at their responsibility, the job is undoubtedly stressful and exhausting and 

successful sales are economically put at risk by additional contractual clauses related to quality standards. 
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From Enel’s perspective, then, the low costs related to the channel are at least partially balanced by their 

actual low professionalism due to both the given low formation rate and the unique selling proposition (no 

sale, no remuneration). Nevertheless, as said, external agents represent a first point of contact with 

Consumers and, most of all, with those initially uninterested or unaware of Enel’s value proposition. What is 

more, they actually create a capillary and flexible network, able to move where the Market is more profitable 

or responsive or free from competition or, last, too far from stores to get reached. Furthermore, in this 

respect, competing strategies must be definitely taken into account: as far as competitors are exploiting this 

specific retail channel, missing to do the same could cause significant competitive disadvantages. In 

conclusion, external agents represent, without a doubt, a profit source in the short term. 

Under some perspectives, call centres are actually similar to external agents: they constitute a capillary 

network, reaching Consumers living in any corner of Italy; they are remunerated on a piece rate (combined 

with a performance rewards or penalties on the base of quality standards); they act by stealing Consumers’ 

time so that they need as well to be effective, persuasive and impressive in a while. On the contrary, they do 

not deal with travel expenses, rather they enjoy large economies of scale, further decreasing costs. In 

addition to all external agents’ phases, then, they cover also the after sale one, offering a first and limited 

support to Customers. Differently from retail stores, their major commitment is sale, anyhow. As an after 

sale channel, in fact, they answer to Customers’ needs by giving them a quick, immediate and first feedback 

on their urgencies, irrespective of where they are in that precise moment, avoiding them going to any retail 

store or surfing the Internet. Similarly to all other channels, call centres as well are given the required 

formation in order to be effective and in some way professional when dealing with Consumers. As with 

external agents, however, the given formation is low: first, because it is inconceivable that people spend 

hours on phone and, second, because of the significant turnover rate characterizing the channel. Differently 

from all the other channels, next, call centres operate through all four phases within the field of commodity 

supplies and LED light bulbs sale, while they generate only leads within EGS field, from home appliances to 

Distributed Generation. To conclude, therefore, call centres can be considered as a short- to medium-term 

profit source. Another channel is then the own web site. Above all, its main function is awareness: by means 

of all visual instruments, the channel clearly designs in Consumers’ minds Enel’s identity, value proposition 

and the whole set of products. That explains, therefore, the actual relevance to Enel to own and directly 

manage the web site. Today more than ever, having a web site is definitely key: as it is very well known, 

before doing anything in the Real Market, Consumers need to surf the Net and get a first idea of what they 

are going to see and following do in the Physical Market. Finding then the company’s website and surfing it 

is of major value, hence, higher than simply finding some comments written within blogs. Once in the 

website, the Consumer is finally free to take his or her own time, whenever and for how long he or she 

prefers, eventually getting all the information he or she is looking for. If then it is true that the first feeling is 
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what values most, the high investments on the web site realization are due and well founded. Furthermore, 

within the latest digital revolution, since less than a month ago the web site has enlarged its role, covering 

also the purchasing phase and enriching the evaluation one. With regard to this latter, then, while previously 

Consumers could only evaluate products on the basis of the detailed characteristics, now they can interact 

with an interlocutor, by call or by live chat, directly from the web site, and get additional consultancy. 

Purchasing is instead assessed by the ecommerce platform integrated into the web site: differently from 

retail stores and external agents, the web offering portfolio lacks of the instalment payment option linked to 

EGS products and of LED light bulbs. However, on the other side of the coin, it sells EGS products, from home 

appliances to e-bikes, at favourable prices, lower than the ones marketed by the other retail channels. From 

an economic standpoint, in the end, the web site requires indeed a relevant upfront investment, followed 

by maintenance and upgrading costs, which are then balanced out by unlimited economies of scale and 

scope. As a result, given the last integration of the ecommerce platform, short- to long-term profits can be 

fairly expected. 

It is definitely clear now the versatility of the network: well-integrated and synergic in any of its parts, the 

whole network is ready to reach and support Consumers and Customers wherever, whenever and however 

they prefer. It is interesting to note, furthermore, that channels are thought not only to meet Consumers 

and Customers preferences but also to take advantage of their more hidden impulses: the web site but even 

more external agents and call centres largely leverage Consumers’ instinct to make them buy. Additionally, 

as we have already seen, each channel, on the basis of its intrinsic processes and economics, is equipped 

with a distinctive set of products, varying in composition and characteristics. To conclude, as it can be fairly 

expected, generally speaking, when products are launched, the very first tests are undertaken by the lower 

capital-intensive channels, as external agents for example; when products are complex, instead, as it is the 

case of Enel Drive for example, they are left to the exclusive management of retail stores. 

All the described channels are designed for instance for the whole Household Market. For the Business 

Market, instead, it is due to make some distinctions: all business segments except for big companies, 

characterized by low to medium energy consumptions, are actually managed by any of the previous channels 

and by own and partner key account manager (KAM); big companies instead are exclusively managed by own 

KAM. This latter is made of Enel’s sales force, highly specialized and trained to solve any energy need, from 

small to big companies. Similarly to retail stores with the advantage of free mobility, own KAM loudly and 

fiercely takes on Enel’s identity and value proposition. Furthermore, by giving Customers dedicated personal 

assistance instead of personal assistance, it establishes direct, long-term, deep and trustworthy relationships 

with Customers, undeniably more robust than what retail stores can attain. In particular, the connection 

emerging between the own KAM and the Customer is one and only, something close to a peer-to-peer 

partnership. As already analysed through the section Customers, Businesses in general and big companies in 
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particular need tailor-made solutions based on a pure collaboration between the Utility Retailer and the 

Customer. Loyalty and interdependency is built day by day, step by step, therefore. As it can be fairly inferred, 

in the end, own KAM covers all four phases, as retail stores. Without a doubt, this channel is the one of 

highest value and highest costs. Therefore, the reasons why a similar channel is not thought also for the 

Household Market come straightforward: first of all, because of the structure of the Market (as said, a mass 

market, against a differentiated market in the case of Businesses) and, second, because of the far lower profit 

margins coming from Households with respect to Businesses (due to the differences in energy 

consumptions). In order to sustain and guarantee own KAM’s profitability, then, given the unquestionably 

low number of large companies in Italy and the competition in this niche market, the channel addresses the 

whole Business Market: in this way, it leverages its capabilities and know-how, without increasing costs while 

taking advantage of economies of scope instead, so that to gain nearly pure profits. As already anticipated, 

next, another channel is put in place within the Business Market (big companies excluded), that is partner 

KAM: from external agents, the latter is distinguished by a higher specialization level, supported by Enel’s 

training courses, and by a dedicated personal assistance instead of personal (and pushing) assistance. The 

choice to partner with indirect sales force performing almost the same functions of the equivalent own 

channel (own KAM) is principally driven by the huge number of small to medium businesses all over the 

nation and then by costs: as it is plain, partner KAM are mainly paid on actual performances and not on the 

basis of a contractual fixed retribution as it is with own work force. 

 

So far, all but the delivery phase are covered in the end. With regard to commodities, delivery is assessed by 

energy distributors: Customer relationship is definitely missed out. From Customers’ perspective, the sole 

value coming from delivery is given by the actual performances of the grid: whether energy is efficiently 

distributed or not. For what concerns the Utility Retailer, instead, it could be expected that within a year, 

from delivery the company would gain far more, enriched information than simply energy consumption 

trends: hence, there is indeed some risk to miss significant opportunities by not covering the phase or by 

missing out to establish any strategic relationship with the involved partners. Following, with regard to 

insurance and financial services, those are delivered directly by the selected partners, whenever required. 

The same holds true for additional services. Definitely different, then, it is the case of EGS products: while 

the actual delivery is undertaken by Gondrand, a selected team of external technicians manages it by taking 

care of explaining Customers all the relevant features, installing the item and assessing the first functioning 

test. The partner personnel, then, is chosen according to its specific skills, know-how and capabilities: there 

is no need therefore of training courses. If that stands as a source of cost saving, on the other side of the 

coin it also represents a high risk in terms of brand image: the entire delivery phase together with the related 

Enel’s reputation and image are all left on technical experts’ professionalism, capabilities and soft skills. 
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Nevertheless, the risk is well balanced out by the urgent need to offer to Customers a premium experience 

where the delivery phase mandatorily ask for experience, high specialization and superior competences – all 

features that the Utility Retailer does not own. 

 

As distribution, the communication network too, in principle covering the awareness phase, is diversified and 

well integrated. For instance, advertisement is managed across different channels: television, the Internet, 

Instagram, Facebook profile, mailing, SMS, the web site, the APP and billing. Billing, in particular, is 

considered among the most important communication channels as long as Customers cannot avoid to look 

at them. As a result, Enel leverages billing to deliver information, create a more entrenched relationship with 

the Customer and pave the way for collaboration: as already said, in fact, by means of billing Enel informs 

Customers of how they consume, which are the main sources and, by means of Bolletta Genius, how they 

consume with respect to comparable Customers and which actions they could take. The final outcome, 

therefore, is the transformation of a communication channel into an actual retail channel, covering the 

evaluation phase while giving the Customer the value of information and mutual collaboration. Interestingly, 

billing is also the most inexpensive channel. By law, Utility Retailers produce bills in order to communicate 

Customers their monthly energy consumptions: that is a pure cost therefore and it cannot be avoided in any 

way. However, by enlarging the scope of the channel towards other communication initiatives, the cost can 

eventually turn into an opportunity. The APP, following, represents another case of interest: in principle, it 

is a communication channel by means of which the Customer is informed by and informs as well the Utility 

Retailer about his or her actual consumptions; additionally, he or she can get aware of actual Enel’s products. 

However, the APP covers all four phases, de facto ending up a retail channel: as a matter of fact, the APP 

enables Customers to actually evaluate products’ characteristics in the same manner they do by surfing the 

website. Next, the digital channel undertakes the purchase phase by allowing the Customer to pay the bills 

and buy the Enelmia service and the e-Go service and it unlocks the after sale phases by giving the 

opportunity to Customers to directly manage their own energy supplies. As a result, therefore, the APP turns 

from a mere communication channel into an actual interactive channel where a sounder, deeper and more 

collaborative relationship is eventually fostered: above all, the APP is indeed the most suited channel to 

those present Smartphone-dominated times. Similarly, the SMS channel undergoes, in addition to pure 

communication, the after sale phase: in fact, the Customer can both receive information on personal energy 

consumptions, on promotions and latest events from the Utility Retailer and communicate or ask for 

information on personal energy consumptions as well as on billing payments and any other related matter. 

Finally yet importantly, Facebook profile is one of the newest channels: most likely, it is the superior form of 

communication channel nowadays. Facebook actually constitutes a permanent meeting place, in Tribal 

Marketing’s view, unlocking a sense of belonging more than just communication: therefore, people getting 
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access to the profile and actually following it turn from just Customers into participants. The result is of 

uncontestably high long-term value: participants can leave comments on the profile, exchange ideas and 

opinions, get aware of the actual Enel World and finally take part of it and contribute personally. In this way, 

they tangibly feel part of Enel, actually empowered to make the difference and lead the future with their 

ideas and opinions. Facebook, therefore, is key as an advertisement channel, as a communication channel, 

as an awareness channel and as a meeting place in the end. Actual costs are indeed low, given the digital 

nature of the system, while profits are expected high in the long-term. In support of that, Instagram further 

enhances the value of sharing, finally completing the definition of the meeting place: within the social 

network, in fact, participants can integrate and personalize their profiles and their actual contribution to 

Enel’s World so that, beyond doubt, their identification with the Company’s identity is completely attained. 

Even in this instance, given the current digital era, costs are definitely low while the opportunity at stake for 

value creation is unquestionably high. In addition to the communication network, next, events and 

sponsorships play a fundamental role as well: they give impressive and soundly messages touching all five 

human senses at once. As it is clear, therefore, in a way or in another, events are key to the whole 

communication strategy: with regard to reputation and image above all, the way they are organized and 

integrated with all the other channels can be either disruptive or worth enhancing. Moreover, as already 

highlighted within the section Products, events constitute meeting opportunities for participants: by taking 

part to them, in fact, Customers can share, one with the other, the same belonging feeling to the organization 

and the common identification with it and with all the related values and symbols. In addition, in those 

occasions, even non-Customer can be attracted as far as events are able to touch their far deepest and most 

irrational sentiments. In the end, also branding represents a significant communication network and the 

latest change of brand demonstrates that unambiguously and definitely. The new brand, in fact, gives a 

completely new image of Enel: as said within the chapter From the origins down to the present times, the 

shift from a two-colour rigid format to a four-colour, slim and dynamic one has definitely redefined the set 

of messages related to Enel as well as its identity image. As a matter of fact, Enel has left behind both its 

traditional dominant position and its old utility consultant function, while enjoying a new identity, a new role 

in the Market, open to opportunities, businesses, Consumers and Suppliers, open to innovation finally. As 

already analysed in detail, the basic form and essence of the cursor, the actual soul of the new brand, firmly 

stands for dynamism and evolution. That is just a hint of the whole set of messages given by branding, just 

leveraging sights. 

To conclude, retail and communication channels, all together, offer a complex and integrated network, 

balanced in costs and added-values, through which Customers can actually built their own journey and 

experience according to their own habits and actual needs, achieving therefore an incomparable level of 

personalization. 
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Figure 100. Enel Energia S.p.A.'s Distribution and Communication channels: the five phases 
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Table 3. Enel Energia S.p.A.'s Distribution channels: main features and profit impact 

   Main Features Profit impact 
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Own retail stores  Top-quality service 
 Direct delivery of Enel’s Identity, Values, Believes and Focus 
 Direct, long-standing, trustworthy and valuable relationship with 

Customers 

 Highly capital-intensive: huge investment on human resources, buildings, 
facilities, furnishing, etc.  

 High overheads 
 Low short-term profits, High long-term profits 

Partner retail 
stores 

 Top-quality service fostered by direct Enel’s training courses 
 Same layout and furniture of own retail stores 
 Direct, long-standing, trustworthy and valuable relationship with 

Customers 
 High retailing incentive 

 Medium capital-intensive: high investments on personnel’s formation 
 Piece-rate remuneration, additional incentives based on quality standards 
 Moral hazard and misconduct risk lessened by contractual penalties 
 Risk share 
 Financial support for the start-up phase and agreed events 
 Short- to long-term profits 

External agents  Direct, one-time relationship with Customers 
 Highest retailing incentive 
 Low competences and skills 
 Capillary and flexible network, high turnover rate 

 Low capital-intensive: pure direct costs 
 Low investments on personnel’s formation 
 Piece-rate remuneration, additional incentives based on quality standards 
 Moral hazard and misconduct risk lessened by contractual penalties 
 Short-term profits 

Call centres  One-time, minute-limited relationship with Customers 
 Medium competences and skills 
 High retailing incentive 
 Large economies of scale and of scope 
 Capillary network, high turnover rate 

 Low capital-intensive: pure direct costs 
 Medium investments on personnel’s formation 
 Piece-rate remuneration, additional incentives based on quality standards 
 Moral hazard and misconduct risk lessened by contractual penalties 
 Short to medium-term profits 

Web site  Direct delivery of Enel’s Identity, Values, Believes and Focus 
 Visual, interactive and intimate relationship with the Customer 
 All time at Customers’ disposal 

 Infinite economies of scale and scope 
 Significant upfront investment and low ongoing maintenance costs 
 Short- to long-term profits 

B
u

si
n

es
s 

C
u

st
o

m
er

s Own KAM  Top-quality service: highest competences and skills, high specialization 
 Dedicated personal assistance 
 Direct, long-term, trustworthy, collaborative relationship with Customers 
 High retailing incentive 

 Highly capital-intensive: high investments on human resources 
 Fixed and variable remuneration 
 High long-term profits 

Partner KAM 
(excluded big 
companies) 

 Top-quality service: high competences and skills, high specialization 
 Dedicated personal assistance 
 High retailing incentive 

 Medium capital-intensive: high investments on personnel’s formation 
 Piece-rate remuneration, additional incentives based on quality standards 
 Moral hazard and misconduct risk lessened by contractual penalties 
 High short-term profits 

A
ll 

External 
technical experts 
(excluded big 
companies) 

 Top-quality service: know-how, high competences and skills 
 Highly specialized 
 Direct relationship with the Customer 
 Pure service 

 Piece-rate remuneration 
 Low capital-intensive: Pure direct costs 
 High moral hazard and misconduct risks, difficult to avoid by contract 
 Short- to long-term profits  
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Table 4. Enel Energia S.p.A.'s Communication channels: main features and profit impact 

   Main Features Profit impact 

Advertisement  
(television, the 
Internet, radio, 

etc.) 

 Classical channels 
 High share of reachable Customers 
 Indirect, filtered communication 
 Customization 

 High economies of scale 
 High risk 
 One-time costs 
 Medium- to long-term profits 

Facebook & 
Instagram 

 Innovative, all time at Customers’ disposal 
 Interactive channel, Meeting place for participants 
 High share of reachable Customers 
 High Customer insight 

 Infinite economies of scale and scope 
 Periodical fee payment, low ongoing maintenance costs 
 Highly human resource-intensive 
 Medium- to long-term profits 

Mailing  Modern channel 
 Customizable 
 High share of reachable Customers 

 Upfront investment and ongoing maintenance costs 
 Infinite economies of scale and scope 
 Pure  long-term profits 

APP  Innovative, all time at Customers’ disposal 
 Interactive channel, intimate relationship with Customers 
 Customizable 
 High share of reachable Customers 

SMS  Modern channel, all time at Customers’ disposal 
 Interactive channel, intimate relationship with Customers 
 High share of reachable Customers 

Billing  Given channel by law 
 Attention-trigger by definition 
 Effective communication channel 
 100% share of reachable Customers 

 Economies of scope 
 No costs 
 Pure long-term profits 

Events  Direct interaction with Customers 
 Meeting place for participants 

 High economies of scale 
 High upfront investments 
 High risk 
 Medium- to long-term profits 

Sponsorship  Indirect interaction with Customers 
 Brand, image and reputation reciprocal mirroring 

 High economies of scale 
 Low costs 
 High risks 
 Medium-to long-term profits 

Branding  Visual, intimate relationship with Customers 
 Direct delivery of Enel’s Identity, Values, Believes, Focus and Why 
 Long-standing validity 

 High upfront investments 
 High risk 
 Long-term profits 
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Figure 101. Enel Energia S.p.A.'s Business Model: Communication and distribution channels 
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5.2.9 Feedback 

 

As far as the Customer relationship is largely built on personal assistance, 

if not even on dedicated personal assistance, the entailed direct 

relationship makes feedback straight to come. In particular, within the 

network of retail stores and KAM, Consumers are naturally led to give 

some feedback on products, value proposition and the business model as a whole: indeed, whenever things 

occur spontaneously, their value is of utmost importance. Therefore, sharing any Consumer’s feedback with 

colleagues, systematizing, combining it with all the other business model factors and internalizing the final 

result within business routines and habits, it is fundamental to make profit and to guarantee the success of 

the business in the long-run. In addition, Consumers are allowed to make verbal and written complaints to 

Enel whenever they feel outraged by whatever company’s action: without a doubt, they constitute one of 

the strongest and most marked form of feedback. Nevertheless, in case of written complaints, where people 

can choose word by word consciously, the reasons driving them are not always well founded, rather they 

could be triggered even by other interests: after all, written words entail more thought and less sentiment. 

Beyond that, Customer Satisfaction is actually investigated by an external partner, as said, that is Doxa S.p.A.. 

In detail, the external partner monthly interviews groups of Customers selected by chance, one for each 

distribution channel, excluded own and partner KAM. For instance, as an external partner, results reliability 

is guaranteed. Doxa next leads interviews by means of Computer Assisted Telephone Interview (CATI) system: 

in this way, on one hand, as far as it is by phone, the company reaches Customers wherever they live, at 

minimum costs, and, on the other hand, the software system keeps errors down to the lowest possible 

minimum levels. In this latter regard, in fact, the software is thought to drive each interview, word-by-word, 

avoiding mistakes and omissions, and to perform an immediate control on data. By means of closed and 

open questions, then, Doxa gathers Customers’ feedbacks on matters of channels’ courtesy and kindness, 

comprehension abilities, clarity and transparency, problem solving capabilities and timing. It is further 

interesting to note that Doxa is asked by Enel to gather also Customers’ feedbacks on billing and invoicing in 

terms of clarity, transparency and comprehension: eventually, that proves the value attached to them by the 

Italian Utility Retailer as actual and worthwhile products. 
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5.2.10 Society 

 

The external context within which Enel operates has been already 

described and analysed by and large throughout the first part of this Final 

Thesis. Within this section, therefore, we are going to sum up the key 

points. 

 

As we have seen, nowadays and within the Energy Market ever more, the Global Scenario deeply and soundly 

drives and influences any Country-specific Scenario: that is why it is of utmost importance understanding the 

major World drivers in order to eventually get the actual picture of each Country-specific Society.  

Given the worldwide environmental urgency, the whole Italian Society, from any single citizen to any 

Institution, Organization and whatever player, is mandatorily asking for innovative and reliable solutions to 

decrease pollution and reduce to whatever feasible minimum rate the risk of environmental catastrophes. 

And in the end, that is also among the things that the Society as a whole values most. At the same time, from 

any corner of the Country it can be heard out loud calls for getting out from the financial and economic crisis. 

As a result, therefore, efficiency and transparency are the first requirements above all. Related to them, 

digitalization and connectivity are next to follow. Beyond fashion trends, as a matter of fact, the new digital 

technologies have actually unlocked disruptive solutions: in principle, the latter are generally characterized 

by closed to zero costs (because of infinite economies of scale) and, further, they actually lead to higher 

efficiency levels and new and superior value creations within and across businesses. In the end, those major 

requirements belong altogether to any stakeholder within the Society. By stakeholder, then, today more 

than ever, it is meant any natural participant within the Society: in a way or in another, anyone gets in touch 

with, influences or is affected by whatever business and company so that it is unworkable and value 

destroying excluding anyone from the business’ stakeholder group. Therefore, Enel, as any other company 

across businesses, has to look at the whole Society and understand each single stakeholder actually playing 

in it. To start with, the Authority, Autorità per l’energia elettrica il gas e il sistema idrico (AEEGSI), is one of 

major stakeholders: it regulates the Energy Market, ensuring perfect competition and Consumer protection 

and fostering quality and transparency among companies and in the Market as a whole. As far as markets 

are not perfect, after all, its role is unquestionably key and awkward to the Market ongoing: it has to 

continuously balance out the deal between Consumers and Businesses and within Businesses themselves, 

ensuring efficiency and share value for all. Therefore, beyond the actual duty to respect rules, collaborating 

with the Authority is eventually the best strategy to undertake on companies’ side. To give an example, with 

regard to commodity offers, AEEGSI delivers to Consumers a free consultancy service, both online and by 
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phone: in particular, it applies for evaluating with them all the commodity offers delivered in the whole 

Market, Regulated and Free indifferently, understanding which ones best fit their specific needs and habits. 

As a consequence, the Authority gives the opportunity to Utility Retailers to make it informed of their latest 

products and get them published: from Utility Retailers’ perspectives, then, potentially the Authority can 

turn into another channel of communication (and advertisement) with Consumers, especially if one’s offer 

is among the best and most convenient ones so that the Authority actually promotes it. Additionally, always 

first to Consumers’ advantage, AEEGSI publishes online a list with all registered Utility Retailers, their major 

company information and the details where, when and how Consumers can get in touch with them. Once 

again, therefore, on the other side of the coin, the Authority maintains its role as a communication channel 

reliable and closed to Customers. As far as Utility Retailers are not obliged to communicate those kind of 

information to AEEGSI and allow it for publishing, in the end both cases are two examples of actual 

collaboration between the Authority and the Utility Retailers: actually, if none of the latter shared 

information with the former, no Consumer could ever enjoy a similar consultancy service nor any Utility 

Retailer could take advantage of an objective and beyond competition communication channel. Besides, do 

not undervalue the influence the Authority actually exercises on Consumers: if your offer is not published 

nor suggested by the Authority to Consumers while the others are, what do you think Consumers will decide 

for in the end, beyond other communication channels? It is a matter of fact that Consumers widely see the 

Authority as their personal lawyer and the most reliable and trustworthy consultant. It comes with no 

surprise, therefore, the publication by AEEGSI of Enel’s products and information. Another interesting case, 

furthermore, is given by Bolletta Genius. Indeed, this new service can be analysed from different 

perspectives: as a mere additional product to the offering portfolio, actually enforcing and enabling the final 

experience proposition; as a competitive choice; as an answer to the Society. After all, at first sight, it looks 

contradictory that a Utility Retailer offers to its Customers whatever instrument to help them reducing 

energy consumptions and increase their awareness about them. Nevertheless, that is what the Society is 

currently asking for, as we have already said, and which the Authority has already addressed by delivering, 

within the Regulated Market, a new billing form, Bolletta 2.0, characterized by a higher communication 

commitment. Above all, in the end, the sharing of the same values and decisions stands as a profound sign 

of collaboration between the parts, thus an enormous opportunity for value creation: whenever share value 

is at stake, each one adopts and tries to further exploit the best practices of the other, without a second 

thought. Going ahead, another major group of stakeholders is represented by Consumers, whose main 

features have been already analysed in detail throughout the first part; then, it follows Suppliers and 

Partners, as analysed within the section Suppliers and Partners. As it is clear, in order to keep on dealing with 

Enel, both Consumers and Suppliers expect from the Utility Retailer value, both economic and not, in the 

short- and in the long-run as well: in particular, above all, Consumers ask for economic savings and 

environment respect and rescue; Suppliers and Partners, instead, expect transparent, solid, trustworthy, 
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long-lasting and value enhancing relationships. It is worth to highlight the triangle occurring within 

Consumers, Enel and GSE. In case of energy efficiency projects aimed at reducing energy consumption or 

increasing renewable energy uses, Consumers, be them Households or Businesses indifferently, are partially 

financed by GSE. What about Enel then? Enel, as seen, offers all the solutions from Distributed Generation 

systems to HVAC systems. It is evident, therefore, the deep and reciprocal interdependency of each single 

part. GSE, de facto a super partes in this instance, exists with the exclusive why to foster energy efficiency 

and renewables by giving financial support to the investors (the Consumers), while verifying and certifying 

the real features of the projects. Consumers are then aware of the urgency to reduce energy consumptions 

and pollution and, from their strictly selfish, they fervently desire to reduce their own costs. However, today 

more than ever, given the economic crisis, they need actual financial aids to decide to invest on energy 

efficiency solutions and, next, they need reliable suppliers offering to them effective, price-to-value worth, 

innovative and long-standing solutions. It is in this latter regard, consequently, that Enel comes to place. As 

it is clear, beyond company’s profits, if Enel were not able to meet both Consumers’ and GSE’s expectations, 

either it missed out one of the biggest opportunities in the present Energy Market, leaving incalculable share 

value on the table, or, in case none were able as well, GSE would not have reason to exist and Consumers 

were not satisfied. Going ahead, another group of stakeholder is made of Competitors. In this instance, a big 

discern needs to be made between direct and indirect Competitors, that is, respectively, Utility Retailers and 

all those companies operating within the enlarged Energy Efficiency Market. With regard to the former, it is 

evident that managing the whole national grid would bring tremendous economies of scale and so 

outstanding efficiencies. However, the Authority, as said, actually works hard to avoid it and guarantees 

perfect competition. As it is very well known, then, in the long-run price competition is incontestably value 

disruptive for anyone in the environment. All that considered, therefore, coopetition is mandatorily in the 

end. While in production and technology matters actual collaboration can be more noticeable, among 

retailers what can be meant as cooperation is above all respect. To give an example, when acquiring a new 

Customer there are regulated time and process schedules to be respected: in particular, those are thought 

first to give him or her the necessary time to think about his or her undertaken decision and second to let 

the “leaving” Retailer try to retain him or her before he or she switches to another competitor. As it is 

evident, respecting those schedules, then, is worth to any player in the Market, both in the present times 

and, most of all, in the future. Another example, furthermore, comes from information sharing. When 

Consumers switch from a Retailer to another, to accomplish the change there is the unavoidable need to 

pass Consumers’ information from the “leaving” Retailer to the new one: if that fails to happen, the switch 

cannot occur, the new Retailer ends up having wasted money for a Customer not acquired and the Consumer 

definitely loses trust in the Market. Another example of coopetition, then, is given by advertisement: in the 

long-run building one’s own reputation on the shoulders of competitors’ weaknesses is unquestionably value 

disruptive, first because it is nothing tangible neither unique and second because it eventually makes 
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Consumers doubt and disbelieve any Competitor and finally the Market as a whole. Last but not least, 

coopetition means also having the humility and the capability to look at Competitors and learn from their 

strengths and qualities. All those best practices are actually entailed in Enel’s business model. To give a 

practical example, as already said, in order to increase efficiency and reliability within information exchange 

Enel uses an advanced communication system with energy distributors, called A2A: the communication with 

Competitors is straight enhanced. Furthermore, being open to the World and to Competitors as well is clearly 

stated within the Vision Open Power: by committing to openness, the Company actually engages in looking 

carefully to the entire World and all of its parts, without any veil or biases. In the end, within its Code of 

Ethics, Enel claims to pursue fair competition, avoiding «collusive or predatory or that represents abuse of a 

dominant position». That holds true, obviously, to all Competitors in the Market, both direct and indirect. 

Indirect competitors, following, include, as stated, all those companies operating in the Energy Market, in a 

way or in another, and not working in partnership with Enel (as it is clear): just to give an idea, any retailer 

or wholesaler selling LED light bulbs, home appliances, HVAC systems, Distributed Generation systems or e-

bikes, Energy Service Companies (ESCos), insurance companies (giving assistance on matters of energy) and 

the whole network of technical experts offering installation and maintenance service for HVAC systems. In 

this regard, given the commitment to fair competition, the relationship fostered by Enel is either of 

partnership (hence direct and well-stated collaboration) or of direct competition. Within the Society, next, 

there are Employees: as widely stated within the section Resources, they are considered as the organization’s 

soul and substance. Above all, they ask for, first, a remunerated job and, then, job stability; following, 

enjoying a safe environment and working at safe conditions are other two important conditions to any 

Employee in the Market; finally yet importantly, reaching a well work-life balance and getting actually 

involved in the work are crucial to anyone’s performances and feelings. In principle, it is obvious that the 

lower the risk of accidents and injuries, the lower the related costs and the higher the final profits. What is 

more, as far as the Company is built on People, it means that its actual performances and economic results 

primarily depend on the latter. But then, they are not robots and, despite all the monitoring and incentive 

systems put in place, final results will always depend, at least on a minimum unavoidable rate, on People’s 

intrinsic proactivity and desire to outperform, that is nothing that can be immediately corrected or observed 

at all. However, it is definitely the uniqueness inside People that makes them VRIO resources and leads 

companies achieve distinctive and incomparable results in the end. Therefore, it is in Enel’s utmost interest 

realizing the best possible workplace and creating all the required conditions to make People work at their 

highest potentialities. Similarly, ensuring work-life balance, good health, job stability and actual involvement 

in the Company set all within Enel’s agenda priorities. In this regard, as claimed through Enel’s Sustainability 

Report 2015, a numerous set of activities have been recently put in action: just to give some examples, 

parental programs to ease neo-mothers return to work and to help them efficiently manage their new work-

life balance; internal welfare program to give financial support to Employees and their families in case of 
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medical treatments and exams; black box, installed inside vehicles, to give maximum assistance to 

Employees whenever they drive; training courses to give Employees technical and soft competencies; the 

Intranet, a new forum and teamwork activities to get Employees belonging to the company, foster their 

integration and enhance share value. As said, those are just few examples of the multitude of initiatives 

actually undertaken by Enel to address Employees’ needs. Beyond a clear fit with Enel’s Values, what is here 

key to grasp is the actual Enel’s awareness of share value: all those activities are not pure and unfounded 

costs, rather they are all positive economic value-added investments as far as they create value not only for 

Employees but also for the Company in terms of both superior performances and VRIO resources. Last but 

not least, the Group. As known, Enel Energia S.p.A. is a subsidiary of Enel Group, currently listed on the Italian 

Stock Market. As a result, the Utility Retailer has to generate value for itself but also for the Group and for 

all the Shareholders if it wants to keep on maintaining financial investments on the long-run for instance: 

after all, none invests on a Company that values nothing at all – in that case the best solution is often the 

divestiture of the Company. Value is meant both in economic terms (that is profit) and in terms of image, 

reputation, brand and identity. Beyond shades, those latter are the same for any subsidiary in the Group and 

for the Group as a whole: one sole image, one sole reputation, one sole brand (de facto) and, above all, one 

sole identity. Consequently, it means that any single subsidiary directly enforces or disrupts the whole Group 

identity, image, reputation and brand: if that could be explosively powerful, on the other hand also the risk 

of “negative infection” is significant. Therefore, Enel Energia S.p.A. has a major interest to achieve valuable 

performances in the Market, both from on its personal point of view (Group’s financings) and from the 

Group’s perspective (brand, image, reputation and identity impacts). In the end, what we are actually looking 

at is a big wheel: in principle, Enel Energia S.p.A. creates profit and builds good brand, image, reputation and 

identity in order to get financings from the Group; to actually attain those results, then, it needs positive 

feedbacks from the whole Society and, to get them, it needs to create the values each stakeholder requires; 

so the latter receives value and generates, on its turn, value to Enel Energia S.p.A. who can actually deliver 

it to the Group, eventually receiving value in turn. 

 

In accordance with Enel Group’s Values, within the Codes of Ethics, the Group claims in front of any of its 

stakeholders the following commitments: impartiality, honesty, proper conduct in the case of potential 

conflicts of interest, confidentiality, relations with shareholders (beyond financing, involving them in 

organizational decisions), safeguarding shareholder value, the value of human resources, equitable exercise 

of authority, integrity of the individual, transparent and complete information, diligence and precision in the 

performance of tasks and contract, correct and fair conduct in any renegotiation of contracts, quality of 

services and products, fair competition, responsibility towards the community and environmental protection. 
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5.2.11 Social Responsibility 

 

To Enel Group, Social Responsibility is actually a commitment, a must, 

above all: it states that loudly within its Code of Ethics and repeats it 

within the Mission statement. Open Power is the new Vision and it means 

to the Company being open to the World, to its needs and to all the 

challenges and opportunities at stake, aware of the fact that, to attain all that, it is mandatory to be open to 

innovation and, consequently, to collaboration and share of ideas and knowledge within one’s platform. Enel 

Energia S.p.A., then, demonstrates its commitment to Social Responsibility within its Value and Supply 

Chains. For instance, the care it shows towards its Employees definitely leads to both economic and social 

value creation: on one hand, the Company enjoys higher profits triggered by lower costs and higher 

performances and revenues attained by Employees; on the other hand, Employees gain additional value 

(social value) from good health first and all positive feelings, such as satisfaction, serenity and belonging, 

coming from work-life balance equilibrium, work incentive, training and involvement. Beyond, over those 

latest two years (2015-2016) above all, Enel has definitely turned upside down its business model, 

completely reshaping the image of a Utility Retailer. Indeed, as we have seen, there are economic reasons 

driving the change: in principle, competition among Utility Retailers has been downgraded to a mere price 

competition, nothing more disruptive than that. Besides, as clearly claimed by M. E. Porter, economic profits 

are vital to create and sustain in the long-run social value and, consequently, share value: everything depends 

on the way businesses operate and on the decisions they undertake, therefore. With its revolution, Enel has 

taken on both the Italian financial crisis and the global environmental urgency. To start with, offering to its 

Customers insurance policies for small monthly payments charged on energy bills is without a doubt a 

strategic economic choice, built on the unique competitive advantage given by billing with respect to any 

insurance company. Nevertheless, it is also a strategic social decision driven by the evidence that, because 

of the current severe financial crisis, Italians are actually saving money by avoiding any additional service as 

insurance, for instance. Therefore, with this strategic decision, Enel has tried to restore at least a minimum 

level of economic protection within Italian families. Another example, then, is given by the set of products 

included in its offering portfolio: from LED light bulbs to home appliances, HVAC systems, Distributed 

Generation and even e-bikes, they are all products distinguished by low levels of energy consumptions and 

highly efficient performances. Indeed, that is the actual trend in the whole Market, both in Italy and in the 

World, and, in addition, there is a clear exploitation of the economies of scope triggered by energy. 

Nevertheless, the actual levels of quality and efficiency of products straight depend on Company’s choice as 

well as product appealing. In these regards, Enel has first maintained its commitment toward energy 

efficiency by selecting only top-quality products in the Market. Following, it has eased the whole Customers’ 

purchasing process: to start with, it has torn down economic barriers by enabling financing programs and, 



 

189 

 

then, it has enriched the offer with additional and complementary services, from consultancy to installation, 

freeing Customers from any obligation that could cause extra worries and costs. Its social responsibility 

commitment is further demonstrated by initiatives such as Bolletta Genius and the Good Life project: at this 

moment in time, Enel is still a Utility Retailer and nevertheless it is tangibly helping Customers to reduce their 

energy consumptions and gain higher levels of efficiency, offering to them even free consultancy service, 

ultimately shrinking its main business de facto. Most likely, that is, above all, the most overwhelming 

innovation and, actually, it can be considered a meaning, socially strategic innovation: it definitely disrupts 

all traditional business rules, completely turning upside down both selling and value propositions, eventually 

changing the entailed Customer Relationship. Another case of social responsibility is then given by Enel 

Group’s Code of Ethics and, in particular, the whole set of behaviours the Group undertakes and imposes on 

any of its subsidiaries, components, employees and partners as well. The Group, as already said, asks for 

transparency, honesty, diligence, precision, collaboration, share and respect for human resources, community 

and environment: any of these behaviours is mandatory both within the Group, among subsidiaries, and 

within the whole Platform. To give an example, in 2015 Enel Group has delivered more than 320 thousand 

hours of information and training courses on matter of health and security to its partners. As already said, 

then, partners are strictly selected, monitored and rewarded on the basis of highly stringent quality 

standards, called Vendor Ratings. In this way, as it is clear, Enel makes sure to reduce to the feasible minimum 

the risk of damages on brand, image and reputation driven by partners’ misconduct. Therefore, as usual and 

as it must be in the end, there are evident economic interests behind any strategic choice. However, at the 

same time, those same decisions actually lead to a more sustainable supply chain and to higher values to 

any stakeholder in the Platform: in this way, costs related to misconducts are hopefully almost avoided and 

any single partner can benefit from the whole Platform synergy and, in particular, from good brands, images 

and reputations mutual influence and enforcement.  
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5.2.12 Environment 

 

In the end, it is plain that, within its business model revolution, Enel Group 

(and Enel Energia as well) has looked at the surrounding Environment in 

a definitely innovative way. It has stopped analysing it from the sole 

perspective of energy retail and, for the first time, it has enlarged its view 

to the whole Environment, Global and National, trying to get a complete picture of what is actually occurring 

in the external world, out of business barriers, and inside People’s mind. It has got through the journey we 

have undergone within the first part, External context evolution: it has thus opened up its mind and its 

perspective to new opportunities and challenges – as claimed within the Mission statement –, eventually 

moving from a business unit view to an ecosystem one. As a result, therefore, instead of staying focused on 

direct competitors and on the sole energy retail business, it has finally reviewed the whole job to be done, 

shifting, as shown, from energy retail to energy efficiency leadership. The new and extended understanding 

of the Environment has then paved the way for the reshape of the business model as well as of the Company’s 

position in the Market, which has turned from a value and physical dominator (as it had used to be since the 

origins) into a keystone player. It is under this new role, therefore, that the Platform system has been actually 

realized. Above all, in fact, by analysing the whole Environment, Enel has straight understood its entailed 

complexity and the increasingly demanding needs and expectations characterizing any stakeholder: 

certainly, something that none company can manage alone, in principle on the basis of a cost to value ratio 

analysis. In the end, after all, the Market itself is loudly and clearly mandating to collaborate. As long as those 

considerations hold true, hence, the opportunity to be the keystone of a valuable and strategic Platform 

system is here and now: waiting for longer times could actually be risky, given the dynamics of the whole 

Market. Enel has changed therefore and it has showed up in the Energy Market as the new keystone. As we 

have seen, it has created a complex and enlarged Platform systems where partners are severely selected on 

brand, image, reputation and performance standards. Their choice have been driven then by thoughtfully 

considerations both on bargaining powers and on economies of scale and business incentives. In the end, 

throughout the whole Platform, it is unquestionably clear the commitment on the part of the Utility Retailer, 

first, and of all partners, then, to integrate one with the other, collaborate, be open to ideas and knowledge 

and, eventually, to innovate and continuously improve. After all, the choice not to partner with more than a 

few competing companies within the same business (take the case of LED light bulbs for example) gives the 

opportunity and the responsibility to the involved partner to exploit all the synergies and values at stake and 

to further foster and enhance them directly: besides, if that does not occur, all partners and the Utility 

Retailer as well will be negatively affected and the single partner could be replaced or, anyhow, face a loss 

in the end. What is more, the reliance on selected and unique suppliers and partners gives actual evidence 

of their unavoidable and mandatory need to co-evolve altogether, to be at the same time well integrated 
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and entrenched, flexible and ready to move with the whole Market, both within their specific businesses 

(leveraging peculiar know-how, VRIO resources and distinctive competences) and within the whole 

Environment, aligned with all the other related businesses. As a result, whenever one player within the 

Platform moves to upgrade its value proposition or to undertake new opportunities, all the other players 

need move coherently within their respective businesses and within the whole Environment. In the end, the 

Platform turns into a real organism, perfectly living and naturally conforming to the external Environment, 

sometimes even driving it to new frontiers and opportunities, eventually standing as a unique player in the 

Market, far hard to replicate. All that given, to conclude, it is clear that being the hub, the mind of the whole 

system is exceptionally strategic. 

 

Figure 103. The change of role undertaken by Enel Energia S.p.A. within the Environment 
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5.2.13 Value Proposition 

 

The job to be done taken on and resolved by Enel is eventually energy 

efficiency. The Utility Retailer offers to Consumers and to the Society as a 

whole a complete and integrated system aimed at solving in a flexible, all-

round, one-shot and unique way any specific case of energy inefficiency. 

To any of its Customers, it gives the opportunity to customize solutions according to their present and 

peculiar needs and to collaborate with the Company in order to solve problems together. That is a feature 

of utmost relevance within Business Customers: for them, in particular for big companies, customization and 

co-creation stand at the basis of the whole value proposition. What is more, by delivering complete, all-round 

and integrated solutions, Enel offers to all its Customers not only personalization but also high variability and 

broad range of choice within and across products. The whole value system is then enriched by reliability, 

quality and high performances, founded on compliance certificates, a network of specialized leaders, 

recognized top-quality technologies and brands and on long-standing tradition, good image, brand and 

reputation. Products, then, are all characterized by modern designs, consequently giving the opportunity to 

all Customers, both Businesses and Households, to undertake solutions that naturally entrench in their lives. 

To be more precise, home appliances as well as HVAC systems and Distributed Generation systems are all 

products that have a significant impact inside or outside a house, an office or whatever else: as it is clear, 

therefore, their actual designs are most of the time key to drive Customers’ choice and, given competition, 

they can constitute a competitive advantage without a doubt. Following, accessibility is another key feature 

within Enel’s value proposition: both in terms of ease of access to information, communication and 

distribution by means of a multi-channel network and, above all, in economic terms (especially for Household 

Customers) by means of financing programs. In this latter case, in fact, financing programs allow Household 

Customers to underwrite insurance programs or to undertake energy efficiency investments that previously 

they had avoided because of financial troubles. Reliability and trustworthiness are then further enhanced by 

the delivery of a continuous and permanent service, starting in the pre-sale phase with consultancy and going 

on, after sale, as long as the Customer desires, for any consultancy need or coming problem related to the 

purchased product or even not. Additionally, Enel’s value proposition entails also risk reduction: where 

required of course, as home appliances, HVAC systems and Distributed Generation systems, products are all 

combined with dedicated guarantee programs provided both by Enel and by the selected partner. Cost 

reduction as well is included in the value proposition: as far as the job to be done is energy efficiency, that 

means, in practical terms, reduction of energy consumptions, cost saving comes straightforward by 

definition. The convenience then characterizing the whole value proposition is driven by the underlying 

Platform system. As said, Consumers can enjoy a broad, integrated and all-rounded system of customizable 

solutions: on the whole, it means that, by just dealing with one sole player (Enel), they can solve at once all 
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their energy problems and from any single perspective, from energy bill to actual technical interventions if 

required. Furthermore, the Customer can eventually take on a real energy transformation, enlarging his or 

her area of energy intervention to any related and broader matter, as driving and cycling for example, always 

dealing with the same unique player (Enel). After all, hence, Enel’s value proposition is also one of newness: 

on the whole, the Company actually addresses an entire set of related needs that previously Customers likely 

just perceived to have but they had no idea on how actually solve them. Indeed, far before Enel’s revolution, 

ESCo were already operating in the Market: as said, they offer to Consumers energy efficiency services in the 

form of identification, realization and financing of the required solutions. Anyhow, at least so far, what has 

been there missing is the unavoidable link to energy and billing: a third player (the Utility Retailer) is thus 

compulsory to manage energy supply and billing, for instance, and to actually monitor and analyse energy 

consumptions. Not being all that sufficient, Enel offers a whole set of values, beliefs and behaviours, an 

identity therefore, that Customers and the entire Society can identify with and belong to. Concluding, given 

all previous considerations, within the traditional strategic framework, we can eventually identify the 

following strategic choices: within the Household Market, the driving strategy is differentiation leadership; 

within the Business Market, instead, the driving strategy is differentiation focus due to the highly specific 

and unique problems addressed in the Market. 

 

As it is evident, moreover, Enel submits an explicit and singular value proposition also to the Society and to 

its Suppliers and Partners. Even in this case, the job to be done is energy efficiency, but this time it is meant 

from the other side of the coin, that is actual idealization, realization and innovation. The value proposition, 

in fact, is, above all, one of co-creation. Following, it is enhanced by a strong and well-founded brand, image 

and reputation: differently from before, where those elements are first of all key to Customers’ reliability, in 

this case they are in principle crucial to mutual brand, image and reputation enforcement. With the same 

understanding, Enel’s value proposition is characterized by quality and high performance standards: those 

are crucial elements to a relationship between or among top-quality market leaders; image and reputation, 

after all, are built on any single company’s action and decision. Moreover, what Enel is actually offering in 

this instance is not only quality and performance standards in terms of concrete services and products but 

also from a Customer Base perspective: undertaking whatever partnership or supply agreement with the 

Italian Utility Retailer means also getting in touch with a highly selected Customer Base. In fact, before 

concluding any contractual agreement with Consumers, as far as it offers a long-term service in any case, 

Enel controls the Consumer’s financial position so that to avoid any default risk almost completely. In 

addition to all that, then, Enel offers to them, as to its Customers, reliability: something that unquestionably 

drives the choice of a partner instead of another, eventually easing or worsening bargaining. To conclude, 

Enel’s value proposition is enriched by newness as well: at least in Italy, that is the first time that a similar 
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platform system is submitted to numerous and diverse companies within the enlarged Energy Market. As we 

have seen by and large, energy efficiency is actually an urgent and present need within the Market, addressed 

by a multitude of companies operating in different businesses: just to give some examples, lighting 

companies as Philips try to solve energy efficiency problems from the lightening technological perspective; 

manufacturing companies as Ariston, Bosh, Samsung, address then the same problem from home appliance, 

HVAC and related technological perspectives; Wagner&Co and SONNENKRAFT, next, address the energy 

efficiency problem from Distributed Generation systems. They all work for the same job to be done, 

therefore, all in a different way and all fiercely competing in their respective Markets. Enel’s value 

proposition, therefore, entails newness as far as it answers to companies’ major need to beat competition, 

while addressing energy efficiency, with a definitely innovative solution, that is the Platform. 

 

In the end, to the whole Society (from the Authority to Shareholders, co-subsidiaries and parent company), 

Enel’s Platform system offers reliability, brand, image and reputation, quality, high standard performances, 

flexibility, variability, customization, accessibility and eventually newness: those are all the values the Society 

can rely on and benefit from when addressing the energy efficiency problem from their specific perspectives, 

one regulatory, while the other financial. 
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Figure 104. Enel Energia S.p.A.'s Business Model: Value Proposition to Customers 
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5.2.14 Value Chain 

 

Inbound Logistics. As we have analysed through the section Supply processes and channels, warehousing is 

generally kept down to the feasible minimum. To start with, by definition energy has no physical storage at 

all (up to this moment in time, at least). Nevertheless, there exists a sort of warehousing driven by medium- 

to long-term contractual agreements underwritten both in the forward market and through private 

bargaining: in this way, Enel secures the energy supply for given quantities and prices over the medium- to 

long-run, ultimately covering the expected Customers’ base-load energy demand. As already highlighted, in 

fact, given a certain level of predictability within energy demand25, undertaking medium- to long-term 

bargaining both in the exchange market and through private deals ensures supply efficiency driven by both 

suppliers’ economies of scale and market competition. For peak-load energy supply, instead, warehousing is 

definitely avoided by means of daily negotiations on the spot market: in this case, energy prices are 

unquestionably higher than those attained by medium- to long-term agreements. Anyhow, those 

negotiations stand as the right balance to unsold risk, thus avoiding wastes and revenue-unmatched costs 

while allowing the Utility Retailer for major flexibility when dealing with Customers’ demand. An ad-hoc team 

                                                           

25 Indeed, energy demand predictability stems both from the consolidated Customer Base, given by the leadership 

position of the Utility Retailer in the Market, and from the permanent minimum level of activities to be powered with 

energy (at least up to this moment in time). 

Figure 106. M. E. Porter's Value Chain 
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has been organized within the Company in order to actually and efficiently manage energy supply and 

demand by means of predictive analysis and constant monitoring systems: that implies high overheads, but 

also significant competitive advantage driven by higher efficiency and effectiveness on decision-making. 

With regard to LED light bulbs, instead, as said, the strategy undertaken by Enel is that of Material 

Requirements Planning. In this case, the Utility Retailer need face the value Consumers give to delivery: the 

specific features of the products and the actual reasons triggering purchases (often, impulse) put delivery 

timing on a high position within the value scale. Nevertheless, in addition, the Company need take into 

account its position as a new entrant and the current high market competition, principally led by incumbent 

wholesalers. As a result, therefore, the costs related to MRP (warehousing costs and unsold risk) are 

expectedly offset both by the value gained from higher flexibility (anyhow) with respect to other supply 

models based on provision systems, and by higher revenues coming from Customers’ satisfaction. At the 

organizational level, then, warehousing is managed centrally: order requests are directly submitted through 

Salesforce platform by any single retail channel (with the exclusion of the web store which is not enable for 

this selling proposition), exactly at the exact time the Customer underwrites the purchasing agreement; in 

the meanwhile, all required data are immediately controlled and checked out before the order is next 

forwarded to the Company’s headquarter within a few minutes. As it is evident, therefore, the platform 

unlocks higher value by leaning the process, increasing efficiency and avoiding time and economic losses 

triggered by information mistakes and omissions: on the opposite side of the balance, however, the 

Company bears the cost of a reduction in Customers’ satisfaction due to the missed value from immediate 

delivery. With alike considerations, then, Enel undertakes the same strategy with regard to e-bike supply. As 

we have already seen, in this case the MRP supply management is left on suppliers’ responsibility and know-

how. In particular, the so-arranged supply stands as a good solution between a higher interest on just in time 

supply on Enel’s side and higher secured revenues on suppliers’ side. As said, in fact, even without 

considering actual market competition, because of the high market prices and the existence of a large, well-

established and diversified substitute market (traditional bikes rather than motorcycles, vehicle and others), 

e-bikes purchasing is less impulsive and the related business risk is unquestionably high: Enel’s preference 

toward just in time supply is well founded therefore. On the other side of the coin, instead, besides specific 

contractual agreements, securing a minimum level of warehouse on Enel’s part implies a certain level of 

guaranteed revenues to the supplier, instead of a pure just in time agreement that inevitably bears some 

probability of no revenues at all. Following, still analogously to LED light bulbs, except for the web store that 

manages, in this case, the sale directly online, order requests are submitted by each retail channel, through 

Salesforce platform system, this time directly to the supplier: as before, ahead of actual submission to the 

partner, data are all first controlled and checked out. What is more, the platform is thought to check also the 

financial position of any single Consumer: as a result, both the Utility Retailer first and all the involved 
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Suppliers and Partners then gain superior value from dealing with good and financially healthy Consumers, 

eventually avoiding default risk almost completely. In the end, this perfectly fits Enel’s value proposition of 

quality to all its Suppliers and Partners. 

Differently from the previous ones, home appliances, HVAC systems and Distributed Generation systems 

supplies are all managed on a just in time strategy. In this way, warehousing and all its related costs are 

definitely avoided. As it is clear, on the opposite side of the balance, with respect to other supply models, 

just in time implies also some missed revenues driven by delivery timing and, as likely as not, higher costs: 

anyhow, those are lessen in principle by a generally more thoughtful purchasing decision on the Consumer’s 

side, which does not place immediate delivery26 as a priority within the value scale. Furthermore, in this 

instance, it must be taken into account the great risk undertaken by Enel as a new entrant: generally 

speaking, whenever it is feasible, starting small while thinking big is the most recommended strategy and 

that is precisely what Enel has done in the end, ultimately accepting higher costs in place of far severer risks. 

Exactly in the same way as with regard to e-bike, next, enjoying equal advantages and benefits, at the same 

time the Consumer underwrites the purchasing agreement, all channels but the web store (for the alike 

reasons previously explained within the case of e-bikes) submit their order requests on their own, 

straightforwardly to the supplier, by means of Salesforce platform system. 

The same strategy is then undertaken with regard to charging stations supply. In this case, anyhow, it is 

worth to highlight the singular nature characterizing this specific demand: differently from all the previous 

ones, given the present market conditions, demand is incontrovertibly driven and linked to the realization of 

an entire project starting with a first assessment (at least) followed by a thorough analysis of all possible 

alternatives. Finally yet importantly, it is still a niche demand. As a result, the decision for a just in time supply 

is straight triggered by demand so that the supplier itself undertakes the same strategy within production. 

Overall, beyond cost analysis, with regard to any single EGS product, both MRP and just in time supplies 

unlock, at different degrees, the higher value of innovation: supply flexibility, in fact, not only entails a given 

level of cost minimization, but also it makes straightforward and worthwhile innovating the offering portfolio 

whenever a new product comes to the Market. To give a hint, consider the opposite case where Enel had 

undertaken supply agreements based on fixed-period or fixed-quantity ordering: if at any moment in time 

the supplier developed any new product and were ready to deliver it in the marketplace, either the time 

would coincide with the reordering moment to Enel and the latter would then update real time its portfolio 

                                                           

26 In truth, we are not there considering the case when a Consumer needs to immediately replace a fridge, for 

example, because it has unexpectedly got broken: in this case, delivery timing indisputably places on the top of the 

Consumer’s value scale. In all other cases, instead, delivery timing reasonably strays back to lower levels within the 

value scale. 
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offering or, on the other case around, the Utility Retailer would undertake higher costs and make a new 

order or, else, it would leave on competitors’ table the competitive advantage of selling new products in the 

Market. Flexible supply therefore unquestionably lowers costs within similar cases. 

 

Except for LED light bulbs whose delivery is undertaken by Enel, in all other cases as warehousing costs are 

avoided the same is undergone with regard to delivery costs: a saving that must not be undervalued in the 

end. With regard to LED light bulbs, instead, delivery is undertaken by Enel, as said, lowering bargaining 

costs, on the opposite side of the balance. Delivery costs are then minimized through outsourcing: the service 

is carried out by Enel’s partner, Gondrand, that enjoys large economies of scale while boasting strong 

competences and know-how, eventually guaranteeing high performances. As a result, Enel has no upfront 

investment to undertake in this regard, nor any investment on competencies, know-how, experience curve 

or facility. What is more, as far as Gondrand is the selected partner for any delivery service, the Utility Retailer 

enjoys, on its part, economies of scale by leveraging the partnership within more than a single instance. 

 

Overall, going further, there is no actual control on products. As a matter of fact, product quality is de facto 

established at the bargaining phase, through the earlier selection of the supplier (usually a recognized leader 

within the specific business of interest, as seen by and large) and the agreed contractual clauses. Indeed, all 

that increases the costs related to bargaining. Nevertheless, on the opposite side of the balance, the practice 

avoids ongoing monitoring costs first and Consumers’ costs then: if in fact the Consumer receives the 

purchased product damaged, under this supply arrangement, costs and accountability are all on supplier’s 

responsibility; on the other way around, instead, it would be only on the Utility Retailer’s responsibility, 

consequently increasing costs exponentially. Of course, supply agreements do not cover delivery risks, given 

the activity is undertaken by Enel. However, even in this case, all related costs and risks are completely offset 

by the outsourcing choice: if the product gets damaged due to delivery and not by manufacturing, all costs 

are undertaken by the delivery partner and not by the Utility Retailer that has no control nor responsibility 

over the activity. 

  

To conclude, except for LED light bulbs requiring some activities on warehousing, inbound logistics are overall 

reduced to communication management: as a matter of fact, all major costs and efforts are concentrated on 

systems and processes to communicate with suppliers efficiently, effectively and in a two-side value-driving 

way (as it is the case given by Salesforce platform). Costs therefore are overheads, most of all, and, in 

particular, they give access to nearly infinite economies of scale and scope: once acquired the necessary 
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competencies and invested on the required technologies and systems, those can be used without any 

quantity limit and across different products and businesses. What is more, in the end, the competencies 

formed are indisputably specific to and rooted within the organization and its human resources, far 

inimitable, precious and rare: costs therefore are worth the value of a remarkable and distinguishing 

competitive advantage in the end. 

 

Operations. After all, Enel operates as a catalyst and the physical products it finally sells are contractual 

agreements in the end.  As a result, operations are actually reduced to periodical updates of prearranged 

contractual agreements according to the latest variations of goods’ prices and costs. To give an example, 

energy offers are periodically updated on the basis of medium-term energy prices, while all the other 

contractual clauses are held fixed. Therefore, as it is straightforward, value is all dependent on how 

contractual agreements are structured and, in particular, on how they combine different products (energy 

and insurance, for example, or energy and EGS products, or any other else) or else on how they can be 

potentially matched with the other contractual agreements in place: but that is left on Technology 

development in the end. Costs, therefore, are all fixed and most of them are overheads in particular: to a 

minimum, it is required an efficient and advanced IT system, software and hardware to ease and lean 

updates, and some human resources to manage and control updates directly, further making the 

organization aware of them and being ready to take the required decisions when the coming case is not any 

standard one. However, those costs are all characterized, at least potentially, by infinite economies of scale 

and scope: if effectively and efficiently invested, their actual weight could be driven down to zero in the end. 

 

Outbound logistics. In this regard, it is due to make a fundamental distinction between the product actually 

produced by Enel and all the range of goods forming it. As said, the former is a contractual agreement, 

beyond diversification and differentiation. As such, therefore, it is delivered directly by the retail network: 

at the same time the Consumer underwrites the offer, he or she has straightforwardly the product on hand. 

Outbound logistics activities (and costs) have no reason to exist in this regard, therefore. Different it is the 

case for the tangible goods underlying contractual agreements, instead. Similar to Inbound logistics, 

Outbound logistics are overall outsourced. In particular, energy delivery is left on distributors’ charge by law: 

in this case, therefore, no alternative is even considerable; all costs and relative benefits are thus undertaken 

by distributors. With regard to all EGS products, then, Enel guarantees to its Customers home delivery service 

as a counterbalance to waiting delivery timing. In this way, therefore, the Customer is free from any 

responsibility, cost and trouble related to transport and logistics: something that, without a doubt, he or she 

values a lot, considered first time constraints by which he or she is hindered most of the time and, second, 
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the actual and relevant efforts and costs a product such as a fridge or an air-conditioning or any other item 

of the offering portfolio puts on a single person. From its perspective, then, Enel leverages Gondrand’s 

experience, know-how, competencies, specialization and transport pool to manage outbound logistics: in 

this way, the Utility Retailer not only minimizes costs but also guarantees service excellence, professionalism 

and quality to all its Customers. As claimed within Inbound logistics, in fact, by outsourcing delivery Enel 

enjoys both larger benefits and advantages and lower costs and risks rather than the ones it could attained 

if it internalized the activity. What is more, as already said, the Utility Retailer exploits Gondrand’s 

partnership within any case of delivery: as a result, in addition to all the given costs and performance 

benefits, Enel can also take advantage of economies of scale, eventually minimizing the cost of outsourcing. 

As it is clear, furthermore, Enel’s decision to undertake delivery in front of its EGS suppliers lowers bargaining 

costs. With regard to LED light bulbs, then, we know from Inbound logistics that Enel undergoes a 

warehousing activity in order to gain the larger value driven by Customer satisfaction on delivery timing. 

However, as said, even home delivery service is likely worth to Consumers: indeed less than within the case 

of a fridge or likewise, nevertheless the service always bears some value. Therefore, Enel extends this service 

also to LED light bulbs, enjoying in principle some cost advantage from the economies of scope driven by the 

adoption of one single strategy across different products. On the opposite side of the balance, then, the costs 

at stake come from both delivery, as usual, and a minimum level of dissatisfaction within Customers as long 

as they have to wait from one to two days for delivery while they could have obtained the same product 

immediately by any other retailer. Nevertheless, Enel takes advantage of lower delivery costs rather than 

the ones it would have to bear if it had to deliver products from central warehouse to local in store 

warehouses and then to Consumers or back again in case of any accident or problem: the delivery chain is 

actually shorter in the first instance and it represents a soundly cost advantage indeed. Moreover, as just 

hinted at, with respect to the case of local storage and immediate delivery, in the given instance the Utility 

Retailer avoids additional warehousing costs and storage risks, generally speaking. What is more, the 

undertaken strategy looks perfectly fitting the Inbound logistics as a whole and the major value of flexibility: 

by limiting warehousing centrally at most, de facto it is much easier and straightforward to Enel substituting 

products with new ones without incurring the costs associated with locally dispersed unsold stock products. 

As a result, therefore, Customers’ dissatisfaction triggered by not-ready delivery is well balanced (and 

expectedly far overcome) by the value of innovation.  

 

Marketing & Sales. To attract Consumers, make them aware of Enel’s offering portfolio, Values, Vision, 

World and Identity, as seen through the section Communication and distribution channels, the Utility Retailer 

undergoes a diversification strategy by leveraging more than one communication channel: from TV to web, 

from newspaper to Facebook and Instagram. As it is clear, each channel has its own peculiarities as well as 
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its own costs and advantages. To start with, the web site is in principle entirely owned and managed by the 

Company: it means that communication as a whole, from actual statements to layouts, formats and images, 

is completely left on Company’s responsibility and Vision and that is, without a doubt, a key source of value. 

As a matter of fact, communicating directly with Consumers, avoiding any possible interference or filter, is 

more effective and valuable than any other way, if well managed of course. After all, by means of direct 

communication, with different degrees according to the specific channel, the Company is completely free 

(under the respect of law) to show and present itself in the exact way it prefers and to gather Consumers 

information straightforwardly and immediately. Coming back to the website, hence, from a cost perspective, 

its realization requires a significant upfront investment, even though reduced by outsourcing it to experts 

with higher competencies, know-how and capabilities. In addition to that, then, it follows periodical 

maintenance costs and the employment of a limited number of human resources dedicated to actual and 

constant management of the web site. However, as widely agreed on, this specific kind of communication 

channel enjoys infinite economies of scale so that in the long-run related costs are eventually downsized 

nearly to zero. What is more, it entails also some economies of scope as far as it can be leveraged as a real 

retail store as well. Facebook, most of all, and Instagram are then other two direct communication channels 

managed online. Differently from the website, in principle they do not require significant upfront 

investments (there is no platform to realize for instance). Furthermore, they represent indeed a higher form 

of direct communication: operating within the so-called social networks, the Company’s profile is enabled to 

interact openly and on a real time basis with Consumers so that to be constantly informed about new coming 

and changing needs and Consumers’ latest interests, trends, ears, sights, speeches and thoughts. At the same 

time, then, the Company itself keeps Consumers continuously updated on any Enel’s news, trying to catch 

their attention and interests. Not to say, in the end, the actual popularity and the key role born by social 

networks nowadays further increase the worth held by similar channel. As it is clear, therefore, the value at 

stake is unquestionable. From a cost perspective, then, as websites, social network profiles require some 

maintenance costs while it is of course far larger the need of human resources: as a matter of fact, the 

required effort, attention and working time are far much larger in order to constantly keep in touch with 

Consumers and be always ready to grasp any opportunity and avoid threats (after all, everything depends 

on Consumers’ and competitors’ statements). Differently from websites, concluding, social networks trigger 

a periodical fee payment for the use of the network. Advertisements on TV or on newspaper are instead an 

example of indirect communication. From a cost analysis, costs are indeed lower (if we compare them with 

the required upfront investment for the website, for instance) and their actual weight largely depends on 

the ultimate number of Consumers actually reached by the advertisement (stated differently, all depends on 

the concrete exploitation of economies of scale). Likely, on a cost-value analysis, social networks and 

Facebook, most of all, lead to higher advantages, both within costs and benefits, with respect to 

advertisement. Nevertheless, so far advertisement is recognized as an effective communication channel as 
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far as, for instance, it is expected to reach even those Consumers that are not actively or even not at all 

present within social networks. Likewise, TV programs, through television, Smartphone, Tablet or what else, 

still gain the attention of all-age Italian Consumers, maintaining the effectiveness of the annexed 

advertisement. Not least, different advertising communication strategies are currently in place and they 

entail both time break and program spaces: as it is clear, the relative costs are differentiated and, in general, 

they rank higher in the latter case, where advertisement is larger invasive and the attained effectiveness is 

far more significant. Enel undertakes both ways in the end. Without a doubt, undertaking a multi-channel 

communication strategy triggers significant costs: for instance, economies of scale and scope can be hardly 

fully exploited within any channel and that causes some wastes indeed; furthermore, managing a diversified 

network implies strong competencies and significant costs on matters of coordination and synergy creation. 

On the other side of the balance, however, in addition to any single-channel benefit, the whole network, if 

well managed, unlocks significant synergies among channels: the Consumer is actually eared from any 

possible corner, any kind of information is then gathered (from what he or she sees to what he or she ears, 

says and does) and, eventually, he or she is addressed in a unique, single way through the channel that he 

or she prefers and gives actual attention to in that precise moment. 

 

With its Customers, then, for given reasons of privacy in principle, Enel enlarges even further the 

communication network by including also SMS, mailing, APP and billing. As already said, in this way, the 

Utility Retailer further enforces its relationship with the Customer, deeply entrenching with him or her: as 

with social networks, in fact, those channels unlock a highly personalized communication system, directly in 

touch with Customers’ hearts (if appropriately managed). Following, costs are overheads for the majority 

and thus they entail large if not infinite economies of scale: after all, that is true for all digitalized channels. 

In addition to overheads, there are also some maintenance costs indeed. Some distinct considerations are 

instead due with regard to billing. Traditional paper billing entails for instance higher costs driven by paper 

in principle. Nevertheless, it must be also taken into account that this channel exists by law as far as it 

represents the official and regular channel for economic communications. Therefore, expanding the use of 

the channel to additional communication unlocks, by definition, some economies of scope, consequently 

reducing the related costs. Anyhow, billing is not delivered only through paper mailing but also online, via 

mailing and APP, as we have already seen: as a result, in particular in the next future, paper costs is expected 

to decrease progressively down to its total annihilation. Notwithstanding, irrespective of the specific 

communication channel, the activity of billing implies an intensive use of human resources: its exploitation, 

therefore, indirectly decreases the actual weight of those unavoidable costs as well. What is more, billing is 

probably the channel that gains the highest level of attention from Customers: today more than even, those 

latter are used to read billing carefully in order to understand any single costs and verify their accuracy and 
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correctness. As a consequence, billing appears as one of the most effective communication channels. On a 

cost-to-value analysis, to conclude, within the case of billing, the value of communication is definitely pure: 

it comes at zero cost while being fostered by both effectiveness and a great personalization potentiality 

(think about the case of Bolletta Genius, for example). 

  

In addition to all that, Enel communicates with Consumers by means of events and sponsorship activities. 

With respect to the latter, the former triggers unquestionably impressive costs (extra working hours, extra 

personnel, facilities, renting, catering, etcetera) at a sever risk: above all, it is difficult to foresee with 

confidence the ultimate outcome of any event, both in terms of image, reputation and Consumer awareness 

and in economic terms. As a matter of fact, results are usually left to the future and, in many cases, to the 

long-run future. Nevertheless, if well managed, as risks are relevant, opportunities at stake are considerable 

as well: as we have already stated, events create meeting places where participants can meet and tangibly 

develop and enhance a strong sense of belonging to the Company and to all its World. Therefore, given a 

high investment, at one point in time, for a given event, large and even extraordinary profits and benefits 

(not only economical) are expected in the medium- to long-run. Sponsorships, then, contribute as well to 

the establishment of a sense of belonging and to the definition of values and symbols but in a different way: 

in this case, value is driven by mutual brand mirroring and influence so that followers of the sponsored brand, 

for instance, can become also followers of the sponsor and vice versa. With respect to events, therefore, 

even though high anyhow, direct costs are lower and the associated risks are less of financial type (there is 

no risk to organize an event to which nobody takes part) and more of brand, reputation type, but not lower 

than events’ in the end. 

 

As the communication network is diversified, so it is the retail one. Before starting any kind of analysis, it is 

worth to underline the fact that any of the retail channel employed by Enel represents also a communication 

channel as far as, in a way or in another, they all get in touch with Consumers. Above all, in this specific 

regard, diversification enables the Company to meet any Consumer’s habit, preference and timing and space 

needs: as said, today more than ever, Consumers value personalization by and large while asking for higher 

flexibility so that to match the increasingly dynamic and strictly scheduled times. On the opposite, however, 

the management of a diversified retail network requires, as before, great efforts and competencies, above 

all: first of all, each single channel needs to be at least addressed, trained and incentivized according to its 

specific features; following, they all need to be integrated, one with the other, fostering the share of 

information, best practices and knowledge, eventually offsetting one’s threats and weaknesses with the 

other’s strengths and opportunities. As it is straightforward, therefore, related costs are definitely high and 



 

207 

 

they are all overheads for the majority: more than driven by IT systems and software (indeed largely required 

to enhance communication and synergies among channels), they are actually driven by the huge human 

resource employment and by the mandatory investments on personnel’s technical and soft competencies 

needed to effectively manage the network. However, in addition to all the previously stated advantages, if 

synergy and integration effectively work out, the retail multi-channel network, acting as a sole organism, is 

able to gather different and complementary information by means of any of its single channel and combine 

them altogether, eventually drawing a larger, full and unique picture of the Consumer and of the Market as 

a whole. As a result, at least on the long-run, costs are expected to be largely offset by revenues. 

 

Retail diversification, furthermore, unlocks also diversification within costs, risks and revenues. To start with, 

own retail stores are characterized by high overheads, driven by buildings, furniture and human resources: 

indeed, they represent, as a whole, the most capital-intensive channel and, at the same time, the one with 

the highest economies of scale at stake. What is more, as we have already got through, the associated values 

and revenues are the highest attainable as well: the direct relationship with the Consumer, the own sales 

force and, consequently, the straightforward, no-filter delivery of Enel’s values, believes and identity, the 

top-quality professionalism, the rare know-how and the distinctive, organizationally entrenched 

competencies, all those factors together, hence, make the ground for unique and extraordinary value and 

revenues in the long-run. Costs and revenues therefore seem to be well balanced out in the end. In addition, 

it must be taken into account also the mirroring effect that each channel has on the other: as a result, the 

great and well-grounded value gained by own retail stores triggers higher values for any of the other channels 

in the network and, consequently, within a synergic perspective, all values are further boasted up by each 

single value increase. As previously seen, overheads are also peculiar to own web store. In this case, anyhow, 

the lower need of human capital and the unique online platform (no building, no furniture, therefore) greatly 

downsize costs. Even revenues are consequently lowered, as it can be expected: the direct relationship with 

Consumers is kept alive just by the instantaneous chat and phone services; there is a less Consumer’s 

involvement in Enel’s World, mainly driven by images and few words. Nevertheless, own web store in 

principle enjoys the advantage of being directly managed: the path for integration, changes and updates is 

unquestionably shorter than it would be if the Company outsourced it; furthermore, it avoids any third party 

risk. Per se, then, a web store meets an increasing double need from Consumers’ side to surf the Internet 

and compare offers before taking any purchasing decision and to buy directly online, thus shortening times. 

Likely just less effectively, next, partner retail stores replicate the same values and revenues driven by own 

retail stores. In this case, however, overheads are in principle cut down within personnel and building costs, 

both left on partners’ charge; furniture costs, instead, are shared between the two parts. Overheads are 

then replaced by direct variable costs: in fact, partners are remunerated on a piece-basis. As a result, in the 
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short-run for sure and likely in the medium- to long-run, depending on management, profit margins are 

expectedly higher than own retail stores: as a matter of fact, the Utility Retailer undertakes any cost only if 

the partner has actually gained some revenue; furthermore, the contractual agreement is so designed to 

actually incentivize partners to foster retailing – in the end, nothing is remunerated if not on a performance 

evidence. Those features are actually missing within own retail stores: employees are paid anyhow in fact, 

whether or not they successfully attained any sale. In addition, as it is clear, another value attached to 

partner retail stores is given by flexibility: if demand dramatically shrinks, dismissing costs are unquestionably 

lower with respect to own retail stores. While then own and partner retail stores and the own web store 

(even though to a lower level) are expected to generate high value and significant profits in the long-run, call 

centres and external agents are thought to generate and sustain short-term value and profits above all. To 

start with, those latter channels are largely characterized by direct variable costs: flexibility is thus even more 

exacerbated as well as it is partners’ incentive to attain sales. However, their lower unitary costs are in 

general partially balanced  out by lower levels of professionalism, know-how and competencies: as a result, 

there is often some costs related to image, reputation and identity deterioration at least. Nevertheless, by 

means of additional remunerations and penalties (depending on the case), call centres and external agents, 

as well as partner retail stores, are both economically incentivized to undertake responsible and valuable 

behaviours: as a result, the costs associated to image, reputation and identity deterioration (far higher than 

the additional remuneration plans) are reduced and the risk of moral hazard and misconduct are both 

minimized. As it is plain, in detail, penalties are thought to cover, at least partially, the potential costs coming 

from bad practices. Concluding, therefore, with regard to call centres and external agents, costs and 

revenues are expected to be almost perfectly balanced out. Going further, KAM is the sole direct sale-force 

channel employed by Enel. Differently from own retail stores, the latter does not entail any overhead cost 

on matters of building or furniture, while employee remuneration is higher and built on a double structure, 

a base-load, constant and fix, and an additional-load, variable and performance-driven: as a result, overheads 

are partially cut down, moral hazard risk is shrunk and short-term profits are more likely to come. What is 

more, KAM unlocks extremely large long-term values and profits, given the highly distinctive competencies 

and know-how, the direct and personal relationship with the Customer and the kind of Consumer it deals 

with, that is the Business one, far richer than the Household one. Once again, therefore, there seems to exist 

a perfect equilibrium between costs and revenues. Last but not least, balancing the high costs related to 

KAM, Enel employs also a partner KAM channel: differently from external agents, they cost more to the 

Utility Retailer, both in terms of remuneration and of training courses and investment in general; on the 

other side of the coin, however, the channel undertakes almost the same function of KAM while being 

remunerated only for the variable part, thus decreasing the costs burden on the Company.  
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Periodically, each single retail channel is further supported on the selling activity by means of marketing 

initiatives and promotions determined and delivered by higher levels within Enel structure, stemming from 

Technology Development most of all. Retail channels therefore are not given any proxy on product prices 

rather they can undertake own initiatives on matter of events and likewise, given Enel’s approval. 

 

As said here and there, both communication and retail channels are key not only for sale and Consumers’ 

awareness and relationship, but also for information: altogether they represent the most important source 

for gathering data and increasing and fostering knowledge and awareness of Consumers and Customers at 

once. Made exception for advertisement, all digital channels are then realized to record any kind of 

information from Consumers. With regard to retail channels, instead, data recording is imposed directly on 

sales force: the activity has to be immediately performed anytime the employee (direct or indirect, 

indifferently) gets in touch with the Consumer and the latter, of course, gives the permission for data 

registration. In this way, mistakes are minimized first and data-acquiring process is then managed in a lean, 

effective, reliable and trustworthy way. To ease the activity for external agents and own and partner KAMs, 

the channels are provided by Enel with ad hoc tablets. To attain data record, next, all channels are provided 

with two distinct online platforms, Salesforce and CRMLight27: not surprisingly, the former is the same 

platform used within outbound logistics. Both platforms are then used by retail channels to submit any 

concluded contractual agreement to the Company; Salesforce platform only is currently used for EGS order 

submission. IT costs therefore carry a relevant weight, in the end. Nevertheless, beyond data control as we 

have already seen, of utmost importance, those technologies and systems unlock the superior value of 

sharing information and streamline processes: something that is likely to generate profits on the medium- 

to long-term for sure, leveraging infinite economies of scale and scope. To be clear, it is not only a mere 

matter of data warehouse in the end: by means of those systems and thanks to the synergies among retail 

channels, whenever any single seller, irrespective of the channel he or she belongs to, faces an already 

interviewed Consumer, he or she can leverage all the previously gathered information to better address the 

latter, further increasing his or her perceived value through personalization and Customer care. 

 

                                                           

27 Provided by Oracle, this platform is actually an inheritance from the previous business model. To maintain the 

internal fit of the whole business model, projects are already in place to upgrade the platform, integrating it with 

Salesforce platform and with the new data system. In particular, the next steps foresee an integration of the platform 

with all social networks, managing and combining Consumers’ information in a completely innovative way, offering 

real time Consumers’ all-round profiles. Expectedly, therefore, experience selling should be further enhanced. 
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Service. In principle, in addition to the main goods, Enel offers to its Customers a large range of 

complementary services: insurance, warranty, financing and the access to a whole set of services at 

favourable conditions. In this regard, coherently with the strategies undertaken within the other activities, 

the choice is that one of outsourcing. As a results, there is no cost to actually produce any of those services: 

the activity is all left on the specific capabilities, skills and competencies of each single supplier. Furthermore, 

as far as services are de facto delivered by suppliers directly to Consumers, the sole costs that Enel 

undertakes is that of bargaining: for instance, service costs are directly charged on Customers. As a matter 

of fact, therefore, it is as if the Utility Retailer operated as a mediator, in this specific case, trading on 

Consumers’ best interests. The value then gained by Enel is driven by Consumers’ perspective: in the end, 

they can rely on the Utility Retailer for any energy-related matter, consequently saving costs, timing and 

efforts. Over the medium- to long-run, hence, Consumers’ benefits turn into Enel’s profits: well-founded and 

entrenched Customers’ loyalty, trust and relationship. To conclude the analysis, supply agreements, in this 

particular case, are generally characterized by overheads: the more Customers apply for those services, 

therefore, the lower are the unitary costs, likely down to zero. 

 

Another additional service is given by EGS (LED light bulbs excluded) installation. As usual so far, the activity 

is completely outsourced to experts, guaranteeing professionalism, quality and efficiency to Customers and 

avoiding, from the Company’s perspective, significant upfront investments on skills, instruments, 

competencies, know-how and experience. Furthermore, as before, the associated cost is straightforwardly 

transferred to Customers’ charge. The costs undertaken by the Utility Retailer, once again, are restrained to 

pure bargaining overheads that potentially enjoy not only infinite economies of scale but also large 

economies of scope as far as, expectedly, an expert within air-conditioning installation is likely to be skilled 

and competent within boiler installation too. The value gained by the Utility Retailer is directly driven by 

Customer satisfaction within an all-round experience delivered by one sole Company and at favourable 

conditions on the whole. 

 

Furthermore, own and retail partner stores and KAM as well as call centres and the SMS (within a certain 

limit) perform also after-sale activities. In particular, they function as the first collectors for any problem the 

Customer faces with regard to any of Enel’s product. In this way, as it is plain, economies of scope decrease 

the overall weight of the overheads triggered by the retail channels. Going further, either the channel is able 

to solve the problem at stake or it forwards the same to an upper level. The upper level is then formed by 

specialized, highly competent and skilled Enel’s internal units: that means high overheads above all. 

Nevertheless, with this strategy, Enel is able to first guarantee anytime an effective solution to its Customers 



 

211 

 

(and that leads to higher satisfaction) and second to efficiently diversify costs. In this latter regard, some 

additional explanations are indeed mandatory. Let me consider the case in which there not exists any upper 

level for problem solving, the probable scenarios are then two. First, the retail channel tries to satisfy 

Customer’s need within a given time and if it does not succeed, it leaves the Customer with no solution on 

hand: Customer dissatisfaction is guaranteed consequently and costs could be huge then, depending on the 

value the Customer gives to both his or her own need and problem solving service in general. The final 

outcome, in the end, can have impact from the short- to even the long-run, all depending on Customer’s 

evaluation. Second case, the retail channel puts all the necessary effort, without considering time constraints 

and other waiting Consumers: first of all, either personnel is highly specialized (and that implies high training 

costs, irrespective of the channel) and it is able to solve any problem or, if that is not the case, the probability 

to effectively solve the problem is unquestionably low. What is more, in either case, at different degrees, 

there is a considerable spending (or wasting, after all) of time with the ever increasing risk to lose any waiting 

Consumers and that is likely to occur today, tomorrow, the day after up to the point that there will not be 

any other waiting Consumer. Last but not least, Customer satisfaction is neither given with respect to the 

interested Customer: today more than ever, waiting long times before one’s own problem get solved is all 

but valuable; it is more likely, instead, that it turns into a definite dissatisfaction, irrespective of the final 

solution. Therefore, given the huge investments required to specialize personnel, considered the variability 

within the retail network that would be addressed in this case, and considered the high costs and risks related 

to an unsolved problem and to leaving Consumers, in the end there is soundly economic reasons to support 

an own upper specialized level. In this case, for instance, investment on skills, competencies and capacities 

is kept all inside the Company as far as the involved personnel is all made by direct employees. Further, there 

is room for taking advantage of specialization and experience curve, minimizing as much as possible time to 

solution while increasing to the maximum possible levels precision, efficiency and effectiveness. Then, 

economies of scale can be exploited by delivering training courses to groups of people at once. Finally yet 

importantly, the Company can maximally exploit the value of knowledge. Given the cost advantages, in the 

end, Customers’ satisfaction is expectedly maximized so that the share value is substantial to both parts, 

from the short- to the long-run indisputably. 

 

Billing is among those services that Consumers give for granted and that they largely notice only when the 

service is inefficient, imprecise and of bad quality, charging significant costs on the Retailer ultimately. That 

is why, therefore, Enel puts a lot of effort and undertakes constant investments on system updates and 

maintenance so that to constantly guarantee on time, perfect billing. Furthermore, avoiding billing mistakes 

as much as possible implies also steering clear of additional costs. What is more, as previously said, Enel 

takes advantage of the economies of scope entailed in billing and uses it as a communication channel. In 
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particular, through billing, the Utility Retailer delivers an additional service: energy consumptions analysis 

and comparisons. As far as all the data so delivered are already at disposal of the Company and actually used 

within billing, the cost of the service is null. Customers, on their part, can take advantage of a free service 

with an entailed extraordinary value, that is awareness and transparency. As a consequence, the relationship 

between the Customer and the Utility Retailer is expected to get largely enhanced and far more deeply 

entrenched: likely, the former blindly trusts the latter for collaborating and finding any possible solution to 

unlock energy saving and improve efficiency; the gained trust, following, leads the Company, on its turn, to 

get over-repaid for all its efforts and investments. Profits are then left on the long-run. Other communication 

channels are then used to foster Customers’ awareness and information share, for the same reasons and 

with the same considerations just discussed: an example above all, the APP. For what concerns Business 

Customers, instead, as said within the section Products, Enel has thought of a Customer tailored-made 

monitoring system that guarantees them constant and precise control on energy consumptions according to 

their precise needs. In addition to that, next, the Italian Utility Retailer delivers other two platforms, Easy 

Click and Remote Energy Monitoring (REM), by means of which the Business Customer can monitor energy 

consumptions and bills in a slightly more standardized way. In this case, in principle, it must be taken into 

account the value of the Customer per se, unquestionably relevant: as a consequence, higher costs can be 

fairly accepted. The platforms are then characterized by a significant upfront investment and basic 

maintenance costs: economies of scale can shrink overheads down to zero, as it is plain. The two solutions, 

therefore, avoids the much more expensive requirement to deliver ad-hoc energy consumption monitoring 

to each single Business Customer. As a matter of fact, differently from Household Customers who are many 

but with a low number of points of delivery each and with constant and low energy consumption profiles, 

Business Customers are few but with a huge number of points of delivery each and with an intense and 

variable energy consumption profile each point of delivery: as a result, personalization of information entails 

significant costs. Nevertheless, given the worth and the sensitivity of data, to the more valuable Business 

Customers, personalized monitoring represents an additional service, internally performed: costs and 

revenues are expected to perfectly balanced out. 

 

Going back to billing just for a while, as well as communication and retail channels are diversified in order to 

best fit any Consumer in the Market, multiple payment methods are allowed by the Utility Retailer. After all, 

it is a free service that Enel offers to Consumers and that, as billing, the former often give for granted today. 

In this case, then, costs are most of all overheads (mainly triggered by bargaining activities with banks and 

financial institutes) and they are fairly downsized by economies of scale. The value at stake instead is 

foremost given by the huge costs the Company would have to face if it did not deliver the service. 
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Enel has also to manage Consumers’ mailings and complaints. As long as they can be managed and answered 

in a standard way, guaranteeing a lean and specialized process, short answering time and still quality and 

professionalism, the activity is outsourced to selected partners which can leverage higher specialization and 

economies of scale. The activity, furthermore, is characterized by a certain degree of predictability and by a 

guaranteed base-load of mailings and complaints to answer. As a result, then, Enel is enabled to undertake 

just in time supply agreements: given an amount of bargaining costs (which represent overheads to 

accounting), suppliers are then paid on a piece-rate. At first sight, the undertaken strategy could look 

counterintuitive and value destroying: nevertheless, given an unavoidable minimum level of mailings and 

complaints, the ultimate objective fostered by Enel is to reduce volumes down to that minimum. As a result, 

therefore, undergoing a flexible strategy is the optimal solution, at least in the medium- to long-term, and, 

indeed, it stands as a crucial incentive to the actual attainment of the goal. Furthermore, it must be added 

that, differently from all the other cases, the partnered suppliers are indeed more than two: as a result, most 

likely, direct competition among partners lower down prices while guaranteeing superior performances. 

However, some disagreement on the actual optimality of the choice is indeed straightforward. Going further, 

then, as usual, despite competition, there is indeed some risk of moral hazard and misconduct: in this specific 

case, thanks to the standardization of the process, Enel has put in place an internal monitoring systems, 

made of human resources most of all, who following strict procedures mechanically control partners’ 

activity. As it can be fairly expected, following, the whole system is characterized by overheads that further 

entails significant economies of scale. Take now a moment therefore and analyse the value at stake within 

the choice. To guarantee quality and precision to Consumers, the whole process could be managed internally 

and that would signify huge investments on training and personnel to eventually deal with low value mailings 

and complaints, in a standardized way. After all, a monitoring team would be required anyhow in order to 

certify quality and precision, as said. So, where it would be the actual value to Enel if it performed the whole 

activity on its own? Nowhere. Within a standardized process, then, the value is given if the ultimate 

objectives are actually attained in the end: in this case, quality, precision and timing. As far as procedures 

are contractually defined and incentivized, what is left to certify is the final output directly delivered to the 

Customer: the actual and major value is all there, hence, and exactly there it is where Enel intervenes in first 

person. 

 

Procurement. As claimed within the section Outsourcing and as seen throughout the previous paragraphs, 

generally speaking, Enel largely exploits outsourcing. The driving reason is given by a thorough analysis of 

distinctive competitive advantages, above all. That explains for instance the choice, within good supply (that 

is, LED light bulbs, HVAC systems, etc.), to partner with one or at most few companies within each specific 

business: Enel is constantly focused on finding that or those few elected partners that enjoy widespread 
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good reputation and boast the leadership within their specific markets. After all, who could better produce 

a product with uncontested competitive advantages rather than the same market leader? Furthermore, 

considered the wide range of physical products the Utility Retailer offers to Consumers through its 

contractual agreements, what would be the required investments to produce them on its own? First of all, 

it would need to build from scratch processes, facilities, competencies, skills and know-how. And then? What 

would be the investment to rush into the experience curve and achieve the same leaders’ competitive 

advantages, qualities and performances? Indeed, all that would be extremely expensive and the risk of 

default would be severe. After all, well-founded, highly specialized leaders are already in the marketplace 

and they are continuously striving to maintain their position. Outsourcing, therefore, turns to be the most 

valuable strategy. Of course, all that need fit the whole business model and Company’s whole identity. 

Therefore, it is straight explained the choice to select one to at most few partners: Enel’s commitment is to 

offer to Consumers innovation, leading performances, top-quality and reliability. Partnering with smaller, 

unknown or second-best or lower partners, therefore, would have severe consequences on brand, image, 

reputation and on the whole offering portfolio: internal unfit can only disrupt value in the end. What is more, 

the kind of supplying agreements undertaken by Enel, as analysed throughout the paragraphs Inbound 

logistics and Outbound logistics, economically requires to partner with at most few suppliers: as far as, for 

given reasons, Enel prefers just in time or, at most, MRP supplies, which were the partner willing to share 

the supply with other competitors? If there were any, the costs would be unquestionable high as far as the 

supplier would actually face the high risk to receive no order at all (as already explained). Consequently, that 

would trigger a huge burden on Enel: both in terms of bargaining costs and, reasonably, in terms of higher 

risks of moral hazard and misconduct on the part of suppliers so that raising up other additional and 

significant costs. Hence, there it stems the choice to manage outsourcing with at most few partners per 

business. Beyond the cost-opportunity analysis, it is unquestionable the higher value generated by a whole 

integrated and synergic network of leading partners (if well managed, of course): Consumers can truly trust 

and rely on Enel for quality, innovation and top-performance and, as a result, they are more likely to be 

willing to pay, now and in the future, higher prices for the actual service delivered by Enel, that is the one of 

catalysts, as said, of integrator of best opportunities and solutions on their behalf. To conclude, expectations 

claims for high margins in the medium- to long-run most of all. 

 

Different considerations have to be made with regard to energy supply, instead. In principle, Consumers do 

not appreciate the difference from an energy producer to another; at least, they value energy sources. 

Furthermore, as it exists today, producers’ reliability is guaranteed by the exchange market itself and the 

regulatory body. Therefore, there is explained the unnecessary need to deal with few suppliers. The 

marketplace, then, ought to foster perfect competition, by definition, and that means best quality and 
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performance at competitive prices. As far as the outsourcing strategy is here driven mainly by costs, given 

the structure of energy demand (a constant based-load and variable and relevant peak-loads), it is 

straightforward the economic advantage driven by deals both in the spot (for peak-load demand) and in the 

forward (for base-load demand) markets. Furthermore, with regard to base-load supply, the actual not-

perfect competition in the marketplace gives economic ground, in the end, for the simultaneous choice to 

get supply also from private producers by means of direct bargaining. In this case, then, the decision to 

partner with only few suppliers is given by the large economies of scale those latter can take advantage of: 

as a matter of fact, if there are considerable energy volumes at stake to supply, it is more likely that any 

producer in the market will harshly compete to get the entire supply deal so that energy prices eventually 

market near to perfect competition levels. 

 

Economies of scale, then, drive also other outsourcing decisions, such as insurance and financing services 

supplies as well as Inbound and Outbound logistics: as a result, in these instances, the choice of one to at 

most two partners is triggered in principle by economic advantages for both contractual parts. As it is clear, 

for all the previously given reasons and, in particular, because of the ultimate need of internal fit, the selected 

partners are all leaders in their specific markets. 

   

Outsourcing strategy is then undertaken by Enel also with regard IT systems, technologies and software. The 

relevance of data and information has already been loudly stated: above all, within Enel’s Value Chain, they 

are the first drivers for value creation in the end. As a result, leveraging well-functioning, reliable and 

advanced IT systems is fundamental, both for present and for future analysis and developments. 

Furthermore, as seen, the required technologies and systems need to be unique throughout the whole Value 

Chain, adapting to any specific feature of the activity or partner actually involved, ultimately attaining the 

final aim of maximum integration and share. As it is clear, therefore, the opportunity and, simultaneously, 

the risk at stake are immense and explain the more expensive choice to rely only on single World leaders 

within each specific matter (to give an example, Amazon with regard to data warehouse, IBM with regard to 

data analysis, Salesforce for operating platforms). What is more, given the complexity of the whole IT system, 

the choice of one single player within each single component eases their final (and necessary) integration. 

As a result, therefore, the high bargaining costs triggered by the supply choice are largely offset by the 

avoided risks and by the opportunities at stake: in the medium- to long-run, hence, it is expected significant 

advantages and huge value from that strategy. 
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Following, as said within the Outbound logistics and also before throughout the other chapters, Enel 

outsources part of its activities characterized by standardized, low-value tasks such as answering to mailings 

and complaints. Given the features of the outsourced process, therefore, the strategy is reasonably foremost 

grounded on economics: as a matter of fact, the higher specialization of the partners and the related 

economies of scale significantly lower down costs with respect to the case the Utility Retailer had opted to 

directly undergo the activity. What is more, the low-value and the standardization related to the process 

enable Enel to enlarge the network of selected suppliers, thus fostering competition, both on price and on 

quality. The same considerations and the same strategy is then undertaken by the Utility Retailer with regard 

to IT maintenance service: rather than investing significantly on training, competencies, skills and experience, 

Enel leverages suppliers’ specialization and experience curve to deal with all the activities related to IT system 

maintenance, control and update. 

 

As said within the section Marketing & Sales, Enel has to deal with and manage retail service suppliers too. 

The strategy there is foremost driven by cost diversification. As analysed, managing internally a retail 

channel, whichever it is, implies anyhow high overheads that indeed enjoy distinctive value and economies 

of scale, but whose results are likely to come only in the medium- to long-run. However, businesses need 

also some profits in the short-run indeed. Therefore, outsourcing entails getting rid of some overheads, first, 

benefiting from a more flexible network and enjoying some revenues and some margins in the short-run. 

Without a doubt, there are costs related to this strategy as well: both bargaining costs and moral hazard- 

and misconduct-driven costs. The former are then lowered by a diversification strategy within outsourcing, 

both in the kind of retail channel and in the number of actual retailers: as a result, generally speaking, their 

bargaining power is significantly downsized. The latter two costs, instead, are prevented by means of 

stringent contractual clauses and by incentivizing plans. Overall, therefore, costs are largely offset by the 

opportunities at stake and by short-term profits. In this regard, it is worth to mention, before concluding, 

the partnership undertaken by Enel with Knoll and DB. As already said, in fact, in order to actually foster 

synergy and integration within retail channels, the Utility Retailers guarantees the same furniture and the 

same layout between and among own and partner retail stores. The choice is then to outsource furniture 

supply first for given reasons of competencies, skills, experience curve, know-how and specialization on the 

part of suppliers, thus definitely lowering costs with respect to the case of internal production. The following 

decision to partner with only two suppliers is given by the value driven by retail stores and their layout, in 

this case: as a matter of fact, retail stores represent the first image, beyond advertisement, by which the 

Company presents in the Market and in front of Consumers. Those latter use eyes to get the first impression 

of anything and, it is very well known, the first impression is always the most important. Therefore, taking 

care of retail store layout and furniture is fundamental to the actual success of Marketing & Sales activities 
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and, in particular, within the relationship with Consumers. As a result, the selection of only two suppliers 

(one, a widely recognized leader in the Market, and the other, a smaller player distinguished for high quality 

standards anyhow and closed to the leader’s style) guarantees high attention towards details and quality 

standards on suppliers’ side, easy integration of the two partners and straight homogeneity across retail 

stores’ layouts and furniture. 

 

Similarly to retail channels, always with the major interest of taking advantage of the higher value and of the 

lower costs triggered by specialization, know-how and distinctive competencies, Enel undertakes the 

outsourcing strategy also with regard to the after-sale installation service. In this case, the Utility Retailer 

chooses to deal with a large number of experts: above all, the reason is given by the need to attain a national 

coverage within the service and their local, at most regional presence (in general, we are talking about small 

to medium businesses with a local up to regional coverage). In this way, nevertheless, partners’ bargaining 

power and relative costs are significantly lowered by competition while quality and performances, beyond 

contractual clauses, are foremost enhanced by the direct responsibility those latter actually undertake in 

front of Consumers, when they enter their home and by their name they undertake the job. Notwithstanding, 

accepting some additional costs, Enel undergoes anyhow a strict selection of technical experts so that to 

avoid, as much as possible, low quality performances, moral hazards and misconducts. After all, all the 

additional costs are eventually offset both by internal fit, in general, and thus increased synergy and value, 

and by ultimate Customers’ satisfaction. Besides, Customers value and weight any single service they get 

through, irrespective of the actual supplier, before giving any feedback on the product and deciding whether 

or not they are willing to pay for that, to trust then the company and to keep on dealing with it: the judge 

they will give, therefore, will be one and only and it will be value for all the partners involved, indifferently. 

Everyone wins and everyone loses in the end.  

 

Finally yet importantly, within its suppliers network, Enel has to take into account also energy distributors, 

from transmission to, most importantly, local distribution. In this case, the scenario is imposed by the law 

and all costs are directly transferred on Consumers. Nevertheless, with regard to local distributors, as said, 

it represents anyhow an opportunity to create value. As a result, therefore, Enel has got through a process 

leaning in order to ease and make communication and information share with distributors more reliable: the 

ultimate value is then triggered by higher efficiency, lower risk of mistakes and, consequently, higher 

Customer satisfaction. 
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To conclude, generally speaking, given the value proposition of ultimate quality and innovation (to be brief) 

and given the present intense competition within any market, Enel enjoys the benefits coming from well-

stated suppliers’ positions and competitive advantages while offsetting the resulting bargaining costs with 

the final delivery to Consumers of a whole integrated, top-quality and always innovative experience. Actual 

profits are then expected large and significant in the long-run for sure; in the short-run, instead, for instance 

the Utility Retailer takes advantage of the opportunity given by outsourcing in place of vertical integration. 

In the end, as it is clear and as already highlighted, whenever it is possible, under the respect of the law, Enel 

Energia S.p.A. undergoes collaborative partnerships with some of its co-subsidiaries, as e-distibuzione or Enel 

Sole s.r.l.: in this case, expectations claim for even higher value and definitely lower costs (in principle, moral 

hazard and misconduct risks are avoided by the Group structure). 

 

Technology Development. We have stated it largely and soundly, de facto Enel operates as a catalyst and all 

the value it actually generates and adds to the Market is given by how and how much all-round it addresses 

Consumers’ needs. As a result, market research is of utmost importance within Enel’s Value Chain. That 

means, therefore, constantly looking, throughout the whole Market, outside strict and conventional barriers, 

for new leaders, latest innovations, new opportunities that can be related, in a way or in another, to energy, 

further addressing Consumers’ known and hidden needs. Then, market research means also continuously 

observing Consumers, from any possible corner, understanding any of their acts, words and thoughts and 

grasping everything their senses can feel, from hearing to sight, tasting and touching: only in this way, in the 

end, the Utility Retailer can effectively work on Consumers, actually address their needs and keep on with 

the business both on present and on future times. From market analysis, then, it follows straightforwardly 

the development of new products. As it is clear, the activity entails huge overheads (most of all in terms of 

human resources and distinctive competencies, skills and know-how) that will be repaid, hopefully, only in 

the long-run when the new product will gain the attention and the willingness to buy from as much 

Consumers as needed to economically produce and market the product on a sustainable scale. Hence, the 

risk at stake is definitely high. Nevertheless, as said, that is among the most important activities within the 

Value Chain, it could be even considered as the starting point for any value creation so that, as long as it 

triggers the utmost, real competitive advantage claimed by the Utility Retailer, it needs to be managed 

internally incontrovertibly.  

 

Not surprisingly, therefore, the responsibility of process analysis and improvement as well as all the decisions 

on matters of information management are all on Technology Development’s charge. That requires therefore 

a constant monitoring of the whole Value Chain and a simultaneous and relentless look towards any Market 
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opportunities or suggestions. To give an example, the latest partnerships with Amazon, IBM, Salesforce and 

the consequent revolution undertaken within IT systems and data warehouse have all been triggered by 

Technology and Development: given the increasingly key role of information and the new function played by 

Enel within the Supply Chain, it has been strongly perceived the need for a change within IT systems in order 

to perform better, more efficiently and more effectively all the other activities within the Value Chain; 

following, it has been required a thorough analysis of all the opportunities in the marketplace with the 

ultimate selection of the ones best fitting the external and internal environment. After all, those activities 

can easily appear as standard tasks, widely shared by any kind of company in the World Market. Indeed, that 

is so or at least it should be. Nevertheless, all depends on how actually the company undertakes them. 

Besides, they are all activities largely depending on human resources and, as it is very well known, humans 

are those who really make the difference within whichever company. As a result, given the whole Value 

Chain, largely driven by the process system and market analysis, any activity within Technology Development 

is unquestionably critical to the final success of the business, both in terms of margins and in terms of 

competitive advantage and long-lasting future. Indeed, given the huge employment of human capital and 

the compulsory need for training on technical and soft skills and competencies, it is of foremost importance 

to deliver all those activities in the most efficient and effective way, eventually ending up with the right 

balance between smaller short-term results (triggered by the development of competing and simple 

products, for example) and higher long-term ones (driven by the business turnaround, for example). To 

conclude, excellence, quality, reputation and brand image, efficiency and effectiveness, any of them 

therefore stems right away from Technology Development activities. 

 

Human Resource Management. After all, human resources are those who actually trigger the value for which 

Consumers are eventually willing to rely on Enel, keep in touch with it and pay any extra margin. 

Furthermore, we have already understood that they represent among the most relevant costs within the 

Value Chain. As a result, in order to offset effectively their economic weight, they must be actually enabled 

to create the highest possible Value. It means, then, designing the right monetary and not-monetary 

incentives, for instance. Indeed, that increases the costs related to human resources: nevertheless, on the 

counterbalance, if well addressed, they foster employees to increase their efforts, pursue company’s 

objectives and, far more important and key to the whole Value Chain, feel to belong to the Company. As long 

as this latter objective is attained, it is likely that the employee itself, on his or her charge, will promote the 

right behaviour and undertake additional initiatives in order to pursue his or her own goal that is the same 

of the Company in the end. It is then also for that reason that Enel enjoys various plans aimed at easing and 

taking care of employees’ lives, families and health. In this regard, furthermore, the additional costs are 

offset by the avoidance or at least the downsize of the risk of continuously abstaining and all related wastes 
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and losses. Going further, as far as human resources are largely responsible to value creation, they are 

responsible of value deterioration and destruction as well. Therefore, given the sever risk at stake, it is crucial 

to prevent any misconduct and moral hazards: as a result, human resource management entails also the 

definition of penalties and the design and delivery of a guiding body that helps employees to behave 

correctly. In this specific regard, then, Enel has written down a compulsory Code of Ethics that guides both 

employees and suppliers within any of their behaviour inside and outside the business, eventually standing 

up as a warranty of reliability and trustworthiness in front of Consumers, Partners and Suppliers as well. In 

the end, as already claimed by and large, it is mandatory to give human resources all the required technical 

and soft competencies and enforce and enhance their personal experience curves, tailoring everything on 

the specific field of activity the single employee is working and on his or her peculiar attitudes: only in this 

way, hence, human resources are both incentivized and actually enabled to create value. Finally yet 

importantly, it is foremost vital to unlock and continuously enhance competitive knowledge: after all, that is 

all dependent on human resources and on their ability to share, externalize, combine and internalize their 

specific knowledge and know-how. If then, through Human Resource Management, the Company is able to 

actually attain all that, the resulting competitive knowledge is one of the highest and much uncontested VRIO 

resources, eventually unlocking extraordinary long-term profits. Above all, Enel fosters the process of 

competitive knowledge by means of teamwork activities, collective monetary and not-monetary incentives, 

an internal social network and by promoting trust and transparency as two of the leading Values within the 

Company itself. 

 

Recently, the hiring method within Enel has been completely turned upside-down, as well as the business 

model. In particular, instead of evaluating people exclusively on competencies, skills and capabilities (as it 

used to be and as largely done in Italy), the Utility Retailer has decided to attribute to those latter features a 

lower weight while shifting up to the top of the valuation scale the actual fit between individual’s values, 

believes and expectations and the Company’s ones. As it is clear, therefore, the Company so tangibly pursues 

and fosters the principle and the value of belonging, which, above all, triggers more effort and value than 

any other incentive in the end. Besides, people are driven above all by all the values and believes they 

personally feel to belong to. 

 

To conclude, as it is clear, Human Resource Management entails a large set of multiple activities, which are 

unquestionably expensive but whose contribution to the Company’s actual success is crucial in the short as 

well as in the long-run. 
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Firm Infrastructure. Enel is organized according to a matrix structure based on two drivers, geographic and 

activities responsibilities. With respect to the vertical structure, the model implies higher costs, for instance 

triggered by a more difficult and mandatory coordination from all the parts. People, at any level, has to 

manage and deal with (at least) double responsibilities and double bosses: hence, it is required high soft 

skills, great transparency, deeply entrenched synergy and strong commitment in order to make the business 

model effectively and efficiently functioning. Therefore, that entails costs and risks. Nevertheless, on the 

other side of the coin, the structure perfectly fits the external Environment and the new business role 

undergone by the Utility Retailer. As widely said, in fact, ever more increasingly the Environment asks for 

dynamism and velocity. On the other hand, as a catalysts, as the keystone of its platform, Enel needs to be 

highly flexible and constantly ready to change and adapt in order to maximally exploits opportunities, 

promptly face threats and take advantage of and foster any value coming from Suppliers, Partners, 

Consumers or from their integration as well. Furthermore, the matrix structure, in general and within the 

specific case of Enel, enhances collaboration and share as long as people are actually put in touch, directly 

one with the other, avoiding the burden of hierarchical levels. As it is clear, even though it is required a huge 

amount of exercise and competencies on collaboration, synergy, harmonization and integration to actually 

make it work, the model straightforwardly matches the compulsory need to share. What is more, monitoring 

and control are enhanced both by the democratization of information and by a greater visibility of results. 

This latter evidence, furthermore, unlocks larger opportunities within monitoring, control, planning and 

short-term decision-making. Instead of single, filtered images of what is actually happening within the 

Company, in fact, the matrix structure offers at once, with no filter at all, the whole, integrated picture of 

the Company. As a result, hence, monitoring and control, for instance, can be straightforwardly performed 

all-round, without any need to waste time or efforts waiting that all the parts transfer their data, following 

integrate and match them and eventually guess, by inference, any potential relationships at stake. Similarly, 

planning and short-term decision-making are enhanced and eased: as a matter of fact, any of their 

consequences and results are immediately and directly observable. Overall, therefore, that implies lower 

costs and efforts, more immediate answers and reactions, a lower probability to mistake and higher 

efficiency and effectiveness. 

 

As it is very well known and as partially stated, within this field of activities it is undergone and managed all 

administrative and legal affairs as well as the whole process of business management control. Some 

interesting considerations are worth then to be given with regard to monitoring. Given the actual market 

conditions and the dynamism by which the latter is characterized, sales monitoring is delivered daily, weekly, 

monthly and annually of course: in this way, everybody’s attention is constantly kept vividly up with ongoing 

actual value creation. Costs related to this specific activity are eventually lowered down to zero thanks to 
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the standardization of formats and processes enabled by IT systems. Indeed, in this way, some particular and 

extraordinary events could be either disregarded or amplified, depending on data combination. It is then 

foremost for that reason that Enel delivers both standardized monitoring and, on a two-weeks and monthly 

basis, ad hoc analysis driven by actual events. As it is clear, the latter monitoring activity triggers higher value 

than the former but also higher costs given by efforts and time spending. 

 

To conclude, without a doubt the firm infrastructure is characterized by huge amounts of overheads above 

all, driven by the significant number of employed human resources. Nevertheless, it is actually there that 

any of the previously analysed activity stems from and receives the major guidelines. As a result, hence, the 

whole set of tasks undertaken within that specific field is of utmost importance to make the Value Chain first 

run and then do it on a worthwhile way, now and in the future. Of course, here more than in any other 

contest, it is key to constantly keep the attention high on cost-benefit analysis in order to avoid the major 

and highly probable risk of bureaucracy. 

 

Margins. As it has been analysed step by step within any single field of activities, at least in theory, each 

primary and support activity is designed to create value per se, first, and together with all other activities, 

then. Indeed, as usual, there are some areas for improvement: in principle, LED light bulbs, is it really worth 

to undertake a MRP supply? Would not be better to enjoy a just in time supply agreement or something 

closer to e-bike supply agreement, given all the other supplies? Is not there a too much higher commitment 

toward long-term results? Should the Company undertakes some strategies to foster higher short-term 

profits? Nevertheless, given the solid financial background the Company can leverage to face lower short-

term results and considered both the values and the synergies realized within the Value Chain, high profits 

are expected at least in the medium- to long-run. 
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Figure 107. Enel Energia S.p.A.'s Value Chain 
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5.2.15 Costs 

 

Overall, Enel’s business model cost structure is value-driven: as clearly outlined within the previous section, 

Value Chain, any of the undertaken activities is foremost focused on value creation. As repeated by and large, 

quality, personalization, uniqueness and innovation are altogether the ultimate aim of any single action. 

Nevertheless, indeed that is not attained without a look at costs: wherever it is possible and wherever the 

value at stake is relatively low (as for example the activity entailed within Consumers’ mailing and complaints 

management), cost minimization gains the highest attention. 

 

As analysed in detail, most part of costs are overheads: as a result, economies of scale and scope represent 

a major opportunity to lessen them. Buildings, for instance, are organized so that to host more units of 

activities: their costs are then spread out among the different teams. The same it occurs with regard to legal 

and administrative affairs and management control: each activity is managed centrally and for all cross units. 

For what concern employees, then, it is worth to make a distinction. Within support activities and after-sale 

activities, the strategy undergone is high specialization: in this way, it is achieved both high standard quality 

and efficiency, which imply larger value to external and internal Customers28 , economies of scale and lower 

costs. Economies of scope are instead largely pursued with regard to employees working within sales 

activities in particular. In this case, in fact, specialization is of course mandatory to guarantee to Consumers 

high standard quality and professionalism, but costs are further lowered down by employing the same 

personnel in the sale of the whole range of given products. With all employees, anyhow, some variable costs 

are undertaken anyway: they regard for instance continuously abstaining and then incentive plans which are 

linked to performances and actual sales. 

 

Generally speaking, it is worth to make some premises on supply. As underlined in more than an occasion 

within the chapter, irrespective of the specific contractual agreement, supply guarantees higher flexibility on 

                                                           

28 With regard to supporting activities most of all but even more generally speaking, all the activities undertaken 

within a company and implying the collaboration and the synergy across business units are worth to be analyzed and 

considered separately, as services delivered to a specific group of Customers: in this way, therefore, the value and the 

costs at stake become far clearer as well as the underlying threats, weaknesses, strengths and opportunities. The 

business units to which the service is then delivered are meant to be an internal Customers. By external Customers, 

instead, are meant the Customers existing on the marketplace, outside the organizational boundaries. 
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the whole and larger warranties on quality, performance, competencies, know-how and professionalism. 

Therefore, the higher on-going costs are generally covered by higher performances and value. 

Flexibility means lower costs on activity dismissal, a lower business risk and, in some cases, higher variability. 

Going into detail of supplying costs, bargaining costs, for instance, can be assimilated to upfront investments: 

once whatever supply agreement is undertaken, bargaining costs can be recovered only in the medium- to 

long-run depending on the actual profitability of the relationship. That explains, therefore, the mandatory 

need to choose accurately the partners with which collaborate (as Enel actually does): the risk to incur high 

bargaining costs with no consequent profits is unquestionably high. Going ahead, then, just in time and MRP 

supplies, at different degrees, guarantee a more flexible structure and variable costs than any other kind of 

supply agreement: costs are in fact directly triggered by actual sales. What is more, they unlock the possibility 

to charge product costs directly on Consumers’ expenses – as it actually happens. Just to highlight some 

economic difference between just in time and MRP supplies: while the former entails the coincidence 

between costs and revenues, the latter triggers the risk of hang-up costs, even though never at the same 

levels of other supply agreements; on the other side of the coin, as far as just In time triggers a higher risk 

on suppliers’ (to an extreme, the latter could even never sell its products to the partner), the bargaining costs 

are unquestionably higher than those driven by MRP (in this case, the supplier is certain to actually receive 

at least the first order and, likely, also the second one). Some distinct considerations are due with respect to 

energy instead. As known, the strategy undertaken by Enel is that of a diversified supply, entailing both a 

long-term supply (and hence fixed quantities and costs) and a daily supply in the spot market (and hence 

variable quantities and costs). Nevertheless, given the structure of energy demand, characterized by base- 

and peak-loads, it can be fairly inferred that, in the end, energy costs are overall variable. 

 

Remaining within the field of energy, transmission and distribution service costs are directly charged on 

Customers. 

 

As already seen, variability within the cost structure is also obtained within retailing and outsourced support 

activities to some extent. With regard to retailing, the highest variability is obtained with call centres, 

external agents, partner KAM and technical experts which are paid a posteriori, on a piece-rate. Slightly 

different is instead the cost structure entailed by partner retail stores: as the latter ones, they are paid on a 

piece-rate for instance; however, some overheads (furniture and event sponsorship, for example) is charged 

on Enel. Anyhow, from the Utility Retailer’s perspective, the actual weight of those overheads is indeed lower 

than the ones entailed by own retail stores. For what regards suppliers within support activities (Consumers’ 

mailings and complaints), similarly, they are paid a posteriori and mainly on a piece-rate basis: in this way, 
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the Utility Retailer is able to assess the actual weight of the activity and to profitably pursue the aim of 

decreasing it without incurring any losses. After all, as said, this kind of activity is in principle considered of 

low value so that it represents a cost per se (complaints most of all indeed): as a result, therefore, the Utility 

Retailer is constantly focused on reducing the volume of that activity and a flexible cost structure makes it 

easier to achieve, as claimed. 

 

Differently from the just described supply costs, the following ones are all characterized by upfront payments 

(irrespective of the form) whose revenues will be gained for instance only over the medium- to long-run and, 

expectedly, they will actually flow in indirectly from increased efficiency and effectiveness within the 

business model or from enhanced value. Overall, they represent a bet on the future. 

With regard then to IT systems, from data warehouse to platforms, data systems and the entire range of 

related technologies, hardware and software, they all represent overheads. As with buildings, when they are 

actually owned by the company (that is, the company has undertaken a purchasing decision), they are 

characterized by huge upfront investments and by small periodic maintenance costs. As widely known, 

anyhow, nowadays the same products are delivered in the marketplace under the form of services, thus 

entailing no upfront investments but higher on-going costs given by fixed fees. Coherently with all the other 

choices, hence, Enel has tried to maintain some flexibility even in this regard and it has then undergone 

service supply agreements with Accenture, Amazon Web Service and Salesforce: the higher on-going costs 

are offset by higher warranties on performances, higher standard quality and by constant innovation. 

Differently, given the key role of data analysis and information within the whole business model, the 

software delivered by IBM and Ericsson have been purchased instead: in this case, as a matter of fact, the 

opportunity at stake is high and it is triggered first by economies of scale and scope (one software used by 

any employee, across any business unit) and second by significant profits expected in the medium-term at 

least. In this specific regard, furthermore, maintenance service is actually outsourced to several partners: in 

this way, it is avoided any costs related to training and know-how (that means first of all upfront investments) 

while paying a monthly fee to the partners. Above all, that guarantees to the Utility Retailer higher flexibility 

in case of a change of systems and technologies and a major warranty on high performances. Furthermore, 

even though the Company integrated the activity within the business, the final costs would represent 

overheads anyhow. 
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Delivery service then is supplied, as known, by Gondrand. The agreement then entails for the Utility Retailer 

a periodic fee: Enel therefore can take advantage of economies of scale, lowering down actual costs. 

Within communication, by definition, as any other company, Enel has to deal with overheads. TV and 

newspaper advertisements are characterized by variable costs, for instance: the former depending on the 

number of spots, on their length, on their presence through TV channels and on the delivery timing; the 

latter depending on the number of words, on the page and on the space obtained within each newspaper. 

With regard to Facebook, Instagram, the APP, the website and the SMS, the cost structure is completely 

different. As it very well known today, in fact, digitalization has first of all democratized information and then 

has downsized costs to zero: once the channel is activated, all the upfront investments (think about the 

website) and any ongoing costs are immediately offset both by their endlessly usability and by the number 

of Consumers the channel can actually reached with one single message. For this exact reason, therefore, 

the whole range of additional digital services (the APP, the SMS, Bolletta Genius, Easy Click and REM) is 

offered to Consumers for free. 

 

Last but not least, so far, billing represents a significant direct variable cost: depending on the number of 

Customers, until they keep on preferring mailing billing, the paper used for the service is without a doubt a 

direct variable cost. Nevertheless, given market conditions, they are eventually treated by the Company as 

indirect variable costs. 
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5.2.16 Revenues 

 

To start with, energy offers unlock recurring29 revenues, always varying on the final amount, depending on 

the actual amount of consumed energy. A further consideration is then due to be added in this regard. As 

described in detail within the section Products, energy offers designed for Household Consumers are all 

based on fixed unitary prices. As very well known and more than once underlined, Household energy profiles 

are generally predictable and constant overall: as a result, fixed unitary energy prices well fit the costs 

triggered from both private bargaining and forward market deals. Indeed, the resulting margins from those 

revenues are expected to be as smaller as possible, given the high competition in this particular market. 

Business Consumers, instead, are addressed with fixed prices, real-time market indexed ones and, for what 

regards big companies and public administrations only, negotiated prices. In principle, it must be born in 

mind that this specific market segment is characterized for instance by large energy volumes and by 

significant peak-loads and that Consumers are particularly careful on spending. As a result, given the latest 

considerations, it can be inferred that to the Utility Retailer there is at stake both a great opportunity for 

value and a high risk for zero profit: in fact, given the costs of raw materials which are transferred on 

Consumers’ charge anyway, the margin gained by Enel depends most of the time on selling capabilities and 

on the ability to make the Consumer clearly and evidently satisfied while still gaining something. To conclude, 

anyhow, it is fundamental to keep in mind that, everything considered, the Value Proposition delivered by 

Enel is that of reducing energy consumptions and related spending: hence, it has no meaning at all expecting 

significant margins within that specific market; rather it is more likely to gain closed to zero profits. Finally 

yet importantly, the low margins are indeed further explained by the severe price competition within the 

whole Energy Retail Market: it is thus explained why direct costs as billing are eventually treated as indirect 

costs. 

 

The sale of EGS products, then, irrespective of the payment method preferred by any single Customer, 

triggers to Enel one-time revenues, covering the actual price of the product paid to suppliers, the cost 

entailed by the service (home delivery, installation and/or warranty, in brief) and the added margin (that is 

Enel’s profit, after having offset at least a minimum part of the upfront bargaining costs). EGS revenues, 

                                                           

29 In truth, more properly stated, those kind of revenues are one-time revenues as far as they are directly driven by 

actual consumptions: as a matter of fact, to one extreme, it can happen that in a month some Consumers do not 

consume any energy at all, thus driving revenues down to zero. Nevertheless, at this moment in time, despite all the 

efforts at drastically reducing energy consumptions, there is still a constant base-load demand overall. Therefore, 

given that and considered the large Customer Base that Enel can rely on, on the whole revenues from energy supply 

can be considered (at least for the moment) recurring. 
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therefore, directly vary both on products (in terms of technology and upgrade) and on the kind of service 

preferred by Consumers, as described within the section Products. If then the Consumer decides to take 

advantage of financing plans, the related costs and revenues are wholly undertaken by the financial partner. 

The same then happens with regard to all additional services unlocked by Enelmia: in this case, Enel receives 

no revenue at all from the service delivery. What Enel instead receives, if the Customer underwrites the 

Enelmia offer, is a fixed recurring monthly payment: the resulting revenues first cover a small (at least) share 

of the upfront bargaining costs needed to realize the network of partners and then flow in as pure profits. 

For what concerns insurance service, instead, the fixed recurring monthly revenues are shared between Enel 

and the involved partner, Europ Assistance. 

 

Going ahead, Enel Drive offers monthly trigger either recurring or on-time revenues, depending on the 

specific contractual agreement. Besides differences, however, whatever price is charged on Consumers, this 

is meant to cover both energy consumption and the usage of public Pole stations and to finally guarantee 

some profit to Enel, as usual. Going down into detail, then, from Enel Drive the Utility Retailer derives, as 

said, either monthly recurring fixed total revenues, irrespective of the actual amount of energy consumed 

by the Customer, or one-time30 monthly revenues, whose final amount varies on the basis of Customer’s real 

energy consumptions, given a fixed unitary energy price. As it is clear, in the first case, the risk of losses is 

higher as well as larger it is the opportunity to gain relevant profits: the former, triggered then by over-

exploitation and the latter, by under-exploitation of the service. The Enel Drive offering portfolio is then 

integrated by the optional installation of a private Box station: in this instance, the Consumer pays, 

irrespective of the kind of offer (monthly fixed recurring payments or monthly variable on-time payments, 

from the Consumer’s perspective), a fixed monthly rent for the charging station, no matter actual usage. The 

additional recurring revenues, therefore, are directly transferred by Enel Energia S.p.A. to e-distibuzione, 

which is actually entitled for the supply, the installation and the maintenance of the Box station, as already 

said. Hence, without a doubt the hidden margins at stake are definitely low, if any. As it is clear, furthermore, 

the combination of the Box station with the monthly fixed recurring payments increases the opportunities 

for the Customer to actually take full advantage of the service, consequently making far severer the risk of 

losses undergone by Enel. In practical, if the Customer takes full exploitation of the service by consuming 

energy up to the feasible maximum amount, as likely as not the resulting revenues will not be enough to 

Enel Energia S.p.A. to cover the total energy cost and the Utility Retailer will thus face a loss. Alternatively, 

                                                           

30 Note that, differently from energy offers whose monthly revenues have been classified as recurring as explained, in 

this case energy supply for electric vehicles is considered a real one-time revenue. Above all, that is explained by the 

current low exploitation of both the technology and, consequently, the service: as a result, neither the Consumer per 

se nor the Market on the whole is able to forecast or plan any constant base-load energy consumption. 
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instead of renting, the Consumer can decide to actually buy the charging station, either for private or for 

public uses. As before, clearly, the one-time revenues coming from charging station sale and installation are 

all directly transferred to e-distribuzione and margins at stake for Enel Energia S.p.A. are unquestionably low, 

if any. Another source of revenues is eventually given by e-Go offer, which enables Consumers to get access 

to public charging stations in the same way as they go to petrol stations. In this case, then, revenues are one-

time and they occur whenever the Consumer actually takes advantage of the service. Furthermore, as it is 

straightforward, unitary energy prices are here directly driven by actual market trends, thus covering both 

raw material costs and usage costs related to the charging stations. Indeed, once more again, Enel Energia 

S.p.A.’s margins are incontrovertibly low, if any. 

 

Las but not least, Enel provides for its Customers, at no expense to them, a whole set of additional, complex, 

integrated and continuous services, ranging from consultancy to problem-solving and monitoring. 

 

To conclude, except for EGS products, overall Enel enjoys a recurring revenue structure with low driven 

margins. After all, as widely agreed on and as already largely stated, whenever Consumers have to take any 

purchasing decision, besides whatever additional consideration, in principle they are naturally attracted by 

immediate, small single prices. What then Enel does with the extra charged margins is to ask Consumers to 

pay only trivial periodic amounts for its primary and unique activity to generate innovative and singular 

solutions answering to their major need, Energy. Given the cost structure and the actual competition in the 

whole Market (beyond the barriers of business segmentation of course), the strategy undertaken by the 

Utility Retailer is without a doubt a strong bet on the future, therefore, with all the consequent related risks 

and opportunities. 
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6 CONCLUSIONS 

 

It is unquestionable in the end. With respect to what used to be the traditional role of a Utility Retailer (a 

merchant trying to beat the competition through prices), Enel has completely turned it upside down by 

extraordinarily innovating its well-grounded business model. The Italian company has then demonstrated to 

be aware of the Market and as much rational and modest to go beyond its current leadership and take the 

challenge to drive the change. Above all, for the first time, the new business model takes actual charge of its 

Social Responsibility on matters of Energy. Starting from that, then, the Value Proposition and the Products 

have been completely reviewed switching, on the whole, from a mere energy supply at the best possible 

conditions to a deeper and more impressive energy experience, if not even an energy transformation. 

Following, the Company has taken charge of the financial crisis and the actual economic restrictions Italian 

Consumers are dealing with, trying to offer significant economic savings and alternative, less burdensome 

cost structures from Consumers’ perspective, while keeping energy efficiency to the first place. Looking 

outside in the Market, beyond whatever barrier, Enel has definitely abandoned its traditional “energy 

merchant” role turning into a Partner of partners. Behind this move, hence, there is a clear statement of 

understanding of the great value many single players are actually bringing to the whole, extended Energy 

Market. There is no need in the end to compete on the same field, adding new structures and costs while 

dragging competition down to price, fostering unnecessarily abundance and waste and eventually destroying 

value. It is time to cooperate and share, to create more value for all, to create new opportunities for all. It 

needs then someone who actually takes the role of integrator, of catalyst of this inestimable (in breadth and 

value) platform: that is what Enel has taken charge of in the end. 

 

Indeed, it is only the starting point. As it can be fairly expected, despite the internal and external fit at first 

sight, the model is unquestionably facing its difficulties to work effectively in the Italian Market. It is 

structurally entailed by change, anyhow. For instance, Consumers are asked to understand the new role 

undergone by the Utility Retailer and the Value it brings with. Following, they are required to trust the 

Company, beyond brand image and well-grounded reputation: that is something extremely hard to attain by 

definition, in any times and most of all at the present ones. As a matter of fact, furthermore, the new business 

model per se offers no tangible value, rather, as largely said, it brings the value of all-round solutions. To 

effectively functioning, therefore, Enel’s new business model asks Consumers to be active players, to 

collaborate and share with the Company their own observations, problems, solutions and initiatives: only in 

this way, the value of experience and transformation is eventually unlocked and delivered. Hence, the new 

business model looks for a deep relationship with Consumers: once again, something indisputably awkward 
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to accomplish by definition and today more than ever. Of course, if the Company succeeds, there is no other 

relationship as much solid, powerful and valuable as this one. Nevertheless, on the other side of the coin, it 

is plain that as well as Enel’s new business model enlarges market opportunities, it also extends competition 

to other markets, thus widening the sets of competitors and substitutes in number and variability. As a result, 

had Consumers understood Enel’s new role, a big question arises straightforward: what do Consumers 

prefer? Do they prefer walking around and personally looking at and physically touching a large variety of 

models of the same product or do they prefer choosing from a catalogue and only within a strict selection of 

models while trusting Company’s judgment? In the end, Enel’s new business model not only turns upside 

down the traditional role of Utility Retailers but also challenges all the business models playing within the 

enlarged Energy Market: indeed, that is something extraordinary and highly risky at the same time, whose 

results will be evident only in the long-run. Another case is given then by technical experts. As said, with 

regard to EGS products, Enel delivers installation and assistance services: but how much does it value to 

Consumers the personal and long-standing relationship with technical experts? How much does it value the 

services those latter deliver per se? 

 

All that considered and taken into account the ongoing need to improve any specific process within the 

whole structure (particularly when the latter has been just put in action for the first time), overall the new 

business model looks both internally and externally fitting. What is more, as argued, if Enel is actually able 

to manage it successfully, in the long-run most of all there is clear room for new opportunities and 

exceptional value creation both for the Company and for the whole Society. For instance, why not enlarging 

the platform and giving Consumers the opportunity to enjoy higher levels of energy efficiency and larger 

economic savings by addressing thermal insulation all-round and at once? If this were the case, hence, it 

would mean that Enel would operate also within the field of building restructuring, always as a catalyst of 

course, enabling first Consumers to renovate and improve their houses from walls to windows and roofs and 

then Italian building companies to restart working actively after a period of long economic crisis. As it is 

evident, therefore, the share value at stake in this case would be significant and the business per se would 

entail a long-lasting existence before all houses and structures had been renovated.  

 

To conclude, as stated, energy history is the history of the Mankind and, since its development, it has been 

driving times, innovation and value. Enel then has been demonstrating to know that and to manage it as an 

actual responsibility: so it has changed. At first sight, the new business model has all the chance to unlock a 

new and superior share value: now, it all depends on Enel, on its abilities, passion and resolution, to enhance, 

day after day ever more, internal and external fit simultaneously. 
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