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Introduction 

 
The last two historical conjunctures, namely the pandemic and the Russian-Ukrainian crisis, have destabilised 

the 2021-2022 period, over which the international community is addressing, both domestically and 

internationally, the intersection of these events and their impact on the energy question. 

 

The Covid-19 pandemic seriously hit the global economy, especially the energy market. It affected supply and 

demand in the energy sector, including the two most used resources: oil and gas. According to ENEA, primary 

energy demand in 2020 was equivalent to around 154 Mtoe, down 10% from 2019. 

 

A demand that, in anticipation of post-pandemic economic recovery, was expected to exceed pre-pandemic 

levels. Indeed, according to International Energy Agency (IEA) statistics, global oil demand increased by 5.5 

million b/d in 2021 and 3.3 million b/d in 2022 (IEA, 2022).  

 

On the same trend was the global consumption of natural gas, which recovered in 2021 with an increase of 

4.5%, i.e. more than double the decline in  2020. This growth is a consequence of the restart of industrial 

economic activity1 after the 2020 lockdowns, with the related boost in consumption by industrial sectors. 

However, it was also affected by higher energy prices in the second half of 2021, where consumption growth 

declined between 1 and 3%  (IEA, 2022, p. 12). 

 

These trends are central to analysing the impact the Russian-Ukrainian war is having. Putin's decision to start 

this war is also influenced by Russia's energy leverage vis-à-vis the international community, especially in the 

European neighbourhood. European dependence on the Russian energy market is 43.5% for gas, 27% for oil 

and 46% for coal (European Commission, 2022). Energy ends up accounting for 62% of total EU imports from 

Russia. In Italy, Russian gas imports were about 43.3% in 2020 (Eurostat), while consumption in 2021 is 

equivalent to about 29 bmc (MISE, 2022). 

 

Given the current uncertainty in the energy market, the post-pandemic economic recovery and rising energy 

prices2 have collided with European demand to wean itself from Russian gas. It led the market to increase price 

volatility and uncertainty, especially considering a market as reliant on Russian energy resources as Europe is, 

according to the previously shown data. 

 

Starting from these considerations is helpful to analyse how these two events may impact our National Energy 

Strategy (NES) of 2017, which provides valuable data for analysis as it precedes these two crises. In 2017, the 

NES3 presented security of supply of resources and resilience to geopolitical changes as objectives. In it, gas was 

presented as a critical element given its centrality as a backup resource for the energy transition, highlighting 

the importance of LNG. 

 

In anticipation of "the potential critical issues arising from possible disruptions of gas supplies from the current 

exporting countries to Italy, (...) as foreseen by the European security rules under the so-called N-1 rule 

(disruption of Russian gas supplies, to date the largest source of imports)" (SEN, 2017, p. 142), the NES proposes 

several partners that could meet the need for diversification of gas supplies through pipelines, namely Algeria, 

 
1 During the pandemic, the drop in energy consumption in the industrial sector was -11%. 
2 With the post-pandemic economic recovery, the energy demand increased quickly. However, raw materials need help to 
keep up with the production growth. Demand for the various energy materials used mainly by industry had reached very 
high levels with low supply. 
3
  The National Energy Strategy is the Italian government's 10-year plan to anticipate and manage change in the energy 

system: a document that looks beyond 2030 and lays the foundations for building an advanced and innovative model. 



 

Libya, Norway, the Netherlands and Azerbaijan. On the other hand, regarding LNG, the USA and Qatar could be 

the countries able to meet the need for increased supply. At the same time, domestic regasification points (e.g. 

Panigallia, Tuscany and Sardinia) remain essential for exploiting the resource. 

 

In 2017, the NES showed how Italy had increased its dependence on Russian gas4, so it had to invest in new 

plans to decrease it. In this sense, it stresses the importance of developing projects that diversify supply through 

the close partnership with Azerbaijan with the Southern Corridor5, EastMed6 and the new offshore Zohr sites7 

discovered by ENI. However, it also highlighted the role that the two Russian pipelines in planning, Nord Stream 

2 and TurkStream, would play in the change of gas route: the former favouring Germany as the leading 

European hub, excluding the passage through Ukraine, the latter passing through Turkey connecting to 

EastMed. 

 

The outbreak of the Russian-Ukrainian war has changed the plans to double Russian gas into European territory. 

The decision to interrupt Nord Stream 2, Gazprom's request to pay for supplies in roubles and the European 

position of zeroing dependence on Russian resources pushed member states to look for other sources of supply. 

In this context, we want to analyse how these implications may spill over into the plans already expressed in 

the National Energy Strategy and how Italian foreign policy is negotiating with key partners in the Italian energy  

sector. 

 

Overview 

The outbreak of the Russian-Ukrainian war, coinciding with the post-pandemic economic recovery, put the EU 

and Italy under new economic and political challenges. Although Italy's economic growth had a positive boost 

in 2021, registering higher GDP growth than the major European economies, it now risks weakening, making its 

progress more uncertain. 

The analysis carried out by the European Commission as part of the 'Spring Economic Forecast 2022' highlights 

the relationship between the war and the recovery from COVID-19. Due to the recovery of economic activity 

and private consumption growth, EU GDP will remain positive. However, the negative implications of the 

Russian-Ukrainian war on the world and European economy find its first cause in the increase of energy 

commodity prices. A phenomenon already presents before the 24th of February, compared to the drop during 

the pandemic. With the war, prices rose, and volatility increased, caused by the uncertainty of supply sources. 

The first tangible consequences identified concern GDP and inflation. While the first EU forecasts predicted GDP 

at 4% in 2022 and 2.8% in 2023, the new imbalances show a decline, with a current forecast at 2.7% for 2022 

and 2.3% for 2023 regarding winter 2022. In addition, higher energy prices have an impact on rising inflation 

levels, which have already been on the rise since the beginning of 2021, with the post-pandemic economic 

recovery rising by 7.5% in April in the euro area, reaching an all-time high in the monetary union (COM, 2022). 

 
4 "65.3 billion cubic metres imported in total in 2016 (+6.7 per cent compared to 2015), Russia supplying about 41.3 per 
cent (or about 27 billion cubic metres), equivalent to a weight on total national gas consumption of 38 per cent" (SEN, 
2017:142) 
5
 "The projected volume of imports is 8.8 billion cubic metres per year for 25 years, which can be increased by a further 10 

billion without building more infrastructure on Italian territory" (SEN, 2017: 143) 
6 Infrastructure planned by the IGI Poseidon consortium, which would connect the fields of Israel, Cyprus and Egypt, 
reaching Italy. It is expected to develop 10 to 20 billion cubic metres per year of additional import capacity. 
7 ENI has supervised growth in the country since 1954 through Exploration & Production operations. They are based on 
Production Sharing Agreements (PSAs), including the offshore Zohr site. (Analytica For Intelligence and Security Studies, 
2020). Coming into production by 2017, it will cover Egyptian demand for decades to come, leaving potential, albeit 
reduced, space for LNG exports to the Mediterranean (SEN, 2017)  
 



 

In addition, the risk of a possible interruption in the supply of Russian gas must be considered. Stopping this 

resource, which accounted for 40% of our imports in 2021, would cause further price increases, negatively 

affecting 

GDP and raising inflation. In such a scenario, average annual growth in 2022 could fall below the 2.3% inherited 

from the2021 (DEF, 2022, p. 8). 

According to a scenario calculation carried out by 

Fondazione Eni Enrico Mattei (FEEM) between March 

2022 and 2023, in the event of a possible cut in Russian 

gas, approximately 58 bcm could be guaranteed 

(calculating storage), compared to 75 imported in 2021. 

The system would have to handle an additional 9-10 bcm 

of gas in anticipation of a 7-9 bmc demand restraint. A 

restriction that would already come from Italian 

production for economic reasons, where the increased 

prices are expected to be around 150 €/MWh, would not 

be conducive to the industries' profitability. Finally, a 

further result would be the massive recourse to coal, 

which would increase CO2 emissions by more than 30 bcm (clashing with the objectives of the European Green 

Deal). Intesa San Paolo states that at the European macroeconomic level, the impact on growth would amount 

to 2.75pp in 2022 and 1.25pp in 2023. Together, a rise of about 3pp in the current year and about 1pp in the 

following year would hit inflation. 

These forecasts are based on the development of war and its involvement in energy markets. Further impacts 

in energy supply measures and increases in the purchase prices of these commodities, contemplating Covid-19 

as a risk factor, could lead to imbalances between growth and prices. Other effects could be more significant 

risks than expected, such as a possible inflationary shock and subsequent stagflation (COM, 2022). 

 

Italy’s choices between energy and foreign policy 

As presented in the 2017 National Energetic Strategy, Italy would shift its energy supply demand towards 

southern exporting countries in the event of a criticality from the significant energy commodity-exporting 

countries. Given the economic criticism above mentioned and the new REPowerEU plan to reduce dependence 

on Russian fossil fuels, energy diplomacy assumes prime importance within the Italian executive agenda, as 

stated by Prime Minister Mario Draghi and Foreign Minister Luigi di Maio.8 

Stating that “the government intends to increase flows from non-full load pipelines - such as TAP from 

Azerbaijan, TransMed from Algeria and Tunisia, and GreenStream from Libya,” President Mario Draghi 

highlighted the partners already listed in the National Energy Strategy. 

Algeria 

During the Italo-Algerian summit on 11-12 April, the respective government representatives signed a 

declaration of intent on bilateral cooperation in the energy sector. It acquired greater significance with the 

signing by Sonatrach chairman Toufik Hakkar and Eni CEO Claudio Descalzi of an agreement that will allow Eni 

 
8 Energy diplomacy is crucial at this stage. Further tensions in global markets must be prevented." - Italian Minister of 
Foreign Affairs Luigi Di Maio, during his visit to Congo, 21 April 2022. "We need to move forward quickly on the 
diversification front in order to overcome our vulnerability as soon as possible and avoid the risk of future crises" - Prime 
Minister Mario Draghi during a news conference at the Chamber of Deputies, 25 February 2022. 



 

to increase the quantities of gas transported through the TransMed/Enrico Mattei pipeline9. By guaranteeing 

more energy supply flexibility, a constant but growing flow is expected, starting with more than 3 billion cubic 

meters this year and 2023 another 6 billion (3 gas and 3 LNG) to reach a total of 9 billion in 2024. 

However, in the energy diversification plan pursued by Italian energy diplomacy, the reality of exporting 

countries must also be considered. Algeria bases around 90 per cent of its exports and 60 per cent of its state 

budget on hydrocarbons. Notwithstanding,  low investment in new fields and socio-political instability are 

problematic aspects. Indeed, it spills over into fragile energy policies and strategies (Energy Magazine, 2022). 

Libya 

The question of a country's internal stability is especially central to another partner listed in the NES: Libya. 

Through the Green Stream, it has exported over 5.7 billion cubic meters (MISE 2019 data), making it the fourth 

country from which Italy imports the most gas. However, the latest imbalances at the national level could 

impact the inflow of the required supply. For this reason, Libya's role in the new energy diversification plan 

would be critical. 

"(...) During the past year, despite attractive prices in the European market and record profits at $21.5 bn, Libyan 

gas exports to Italy fell by almost 30%. During February, an unforeseen taste at the Mellitah complex led to an 

overall reduction of Libyan flows by 60 per cent compared to 2021." (Rivista ENERGIA, 2022). 

Azerbaijan 

As the third largest supplier of energy raw materials, Italy's new energy diplomacy has also moved towards 

Azerbaijan, where Foreign Minister Luigi di Maio wanted to conclude a long-term agreement with the President 

of the Republic Ilham Aliyev. Indeed, the country acquires relevance thanks to the Trans-Adriatic Pipeline 

(TAP)10. It provides independent access from Russian gas and direct access to the European market for gas 

reserves from the Azerbaijani offshore field Shah Deniz. 

The latest developments at the international level (the outbreak of the Russian-Ukrainian war and the 

consequent closure of Nord Stream 2) give TAP an even more strategic role, with Italy becoming a European 

hub for gas imports. In this sense, the new agreement between Italy and Azerbaijan is expected to increase 

from 7 bcm (2021) to 9.5 bcm with long-term and spot contracts if the current pace of demand persists (Interfax, 

2022). 

However, even in the Azerbaijani case, internal tensions, with particular reference to the Nagorno- Karabakh 

conflict, and the strengthening of Russian-Azerbaijani cooperation in the energy field must be taken into 

account. The presence of Russian companies in the development of energy fields and projects in the Caspian 

region allows Russia to act as a guarantor of the political interests of all states and trade partners involved. 

USA 

The strong EU-US alliance allows the latter to be a strategic partner in acquiring LNG. The European market was 

one of the targets for expansion of the US LNG market, to which the Nord Stream 2 project put severe brakes. 

In this case, the role of  LNG was central in the energy diplomacy pursued by the European Union, which agreed 

with the US. With an assurance of stable European demand, the US will guarantee additional LNG volumes for 

the EU market of at least 15 billion cubic meters in 2022, with increases expected in the future (European 

Commission, 2022). 

 
9 It includes onshore pipelines extending from the Algerian-Tunisian border to the Tunisian coast (so-called TTPC pipeline) 
and offshore pipelines connecting the Tunisian coast to Italy (so-called TMPC pipeline). 
10

 Together with TANAP (Trans Anatolian Pipeline linking Azerbaijan and Turkey) and SCP (South Caucasus Pipeline), it is 
one of the transport infrastructures that constitute the so-called Southern Gas Corridor from 2020 



 

Although Italy is among the largest LNG importers in 2021 

(amounting to 9.3 bcm) in the European Union, after Spain and 

France (European Commission, 2022), US LNG does not have a 

significant weight. In 2021, this amounted to 0.8 bcm (MISE 

2022), or about 1.1% of the Italian total and 8.6% of the entire 

LNG import. However, such an agreement amounts to a good 

strategy regarding positive effects on European prices. 

Otherwise, a problematic implication would be a possible 

intensification of Asian competition (the latter are targeting 

European markets to maximise profits), which would cause a 

rise in the prices of the European market and would also affect 

Italy. Despite this fear, the energy cooperation between Italy 

and the USA is proceeding, as demonstrated by Italy's Snam 

purchasing the first two floating regasification vessels. These are, specifically, Floating Storage and 

Regasification Units (FSRUs) with a storage capacity of about 170 thousand cubic meters of LNG and a 

continuous regasification capacity of 5 billion cubic meters per year each. The first FSRU will be installed in 

central Italy, near the most significant gas consumption points, probably in Piombino. 

 

Qatar 

 

Intended as a strategic partner in the NES, Qatar was also the protagonist of a diplomatic mission by Minister 

Di Maio and ENI CEO Claudio Descalzi. The country plays a central role in LNG exports, amounting to 10.5% in 

2020, making it one of the ten largest importing countries of energy raw materials in the Italian energy market, 

as the Eurostat graph shows. 

 

Qatar's role in energy diversification and increasing LNG imports were already included in the Ministry of 

Economic Development's strategy in 2019, in Italy's vision towards a carbon-free system. The reason 

underneath is the expected oversupply of this market, probably by the middle of the next decade. 

 

Although there was agreement at the Doha summit to provide more support to Italy, it should be noted that 

more supplies would be needed to fill the gap caused by a Russian gas disruption. MISE data from 2021 highlight 

this difference, with Russian gas imports of around 29 bcm compared to Qatar's 6.8 bcm. However, 

maximisation of this import would allow the management of other southern countries' imports,  introducing 

supply alternatives for the market. 

 

Analysis 
 

Impact-probability 

 

The preceding arguments are analysed in several illustrative macro-variables applied to the partners under 

consideration. Having defined the frame of reference and set the time frame 2022-2030, the impact-probability 

analysis of a purely qualitative nature of the variables is as follows 

Figure 2. Imports of Natural gas in Italy – 2020.  
Source: Eurostat 



 



 

Speculative scenario to 2030 
 

 

Secondly, the speculative scenario of partnerships to 2030 develops along the lines of Political Cooperation 

and Energy Cooperation. Based on the analysis developed above, the scenarios originating from the two 

vectors, numbered from 1 to 5, outline Italian energy partnerships from least to most relevant. 

 

An analysis including quantitative and qualitative data determined the positioning of the macro-variables: 

• The variable Energy Infrastructure (INF) was influenced by the analysis described above and by the 

latest developments at the international level (note the agreement reached between ENI-Qatar and 

Snam's purchase of new floating gasifiers); 

• For Market Design & Regulation (MDR), the analysis was based on the World Bank's 2020 Regulatory 

Quality Index. It is built on the perception of the government's ability to formulate and implement 

sound policies and regulations that enable and promote private sector development; 

• Regarding Domestic Political Stability (SPI), the 2021 Fragility State Index (FSI) was used. It is based 

on four socio-political and economic indicators; 

• The Energy Trilemma Index (ETI) of 2021 is a database provided by the World Energy Council (WEC). 

It ranks countries according to their ability to provide sustainable energy across three dimensions: 

energy security, energy equity (accessibility and affordability), and environmental sustainability; 

• The variable Diplomacy (DIP) was positioned according to estimates resulting from the analysis of 

recent developments in energy diplomacy concerning Italy and its respective partners; 

• Economic Competitiveness (EC) was calculated based on the World Bank's 2019 Global 

Competitiveness Index  ; 

• The variable Interference (ING) was interpreted qualitatively according to the political and 

diplomatic developments of the various energy partners. Indeed, countries such as Libya and 

Azerbaijan appear to be more at risk due to their geographical or governmental proximity to Russia; 

• Finally, for Investments (INV), the previous contracts implemented between Italy and the respective 

countries were analysed, adding them to the recent agreements reached to tackle the energy 

emergency. 

 

 



 

 

Policy recommendations and conclusions  

 

Starting from the 2017 National Energy Strategy, the analysis focused on the latest developments at the 

international level, namely the post-pandemic recovery and the Russian-Ukrainian war. Primarily, it focused 

on how these two events have influenced the process of defining the Italian Energy Policy and, mainly, the 

choice of the most strategic partnerships for safeguarding the national energy supply. This attention centred 

on strengthening and opening new investment channels with the countries mentioned above, mainly for gas 

pipelines and regasified infrastructures with Algeria, Libya, Qatar, Azerbaijan, and the USA. Considering 2030 

as the time horizon of a classic economic cycle in the energy sphere, the focus on Italy's future partnerships 

with the energy interlocutors mentioned above has led to the emergence of some points of attention and 

subsequent policy recommendations. 

 

• The partnerships that present added value for Italian SEN are those consolidated with the United 

States and Qatar. This result is strongly influenced by the latest developments in diplomatic matters 

with Egypt and Israel, as well as investment and infrastructure development advanced by Snam 

through the purchase of two floating gasifiers (FSRU); 

• Similarly, Algeria (with the Transmed) and Azerbaijan (with the Sedu Corridor) will continue to play a 

central role over the next seven years, given the physical infrastructure already in place; 

• On the contrary, the country that is at a disadvantage is Libya. Although it is an actor with which Italy 

has historical socio-economic and specifically energy relations, the latest developments in its 

domestic policy may have severe repercussions in terms of security of supply. 

 

Finally, some considerations emerge in the form of policy recommendations. 

• The energy leverage used by Putin during the war in response to EU economic sanctions was 

emphasised for an ambitious but weak European energy policy. The action of not effectively 

implementing energy diversification has led to considerable economic difficulties in many states 

already previously affected by the COVID-19 lockdown. 

• Despite Italy's efficient energy diversification strategy, there must be a medium- to long-term course 

of action. As pointed out, the primary energy partners are countries with strong economic and 

political instabilities. Different criticalities among the partnerships in our energy portfolio could more 

or less negatively compromise the diversification and, above all, energy transition goals that Italy has 

set for itself. 

• The achievement of those goals means pursuing an energy mix that is less dependent on external 

sources and more resilient. It should focus on renewables (mainly solar, wind, hydroelectric, 

biomethane, and hydrogen) and LNG (also enhancing regasification capacity). Furthermore, one 

should evaluate nuclear sources (considering their addition to the European green taxonomy). 
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