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1. Introduction: Covid-19 and then the Russia-Ukraine War 

The double demand and supply shocks of the Covid-19 pandemic, affecting both 
health and the economy, has dramatically hit the Pan-European region during 2020-
2022. In so doing, it has unveiled entrenched vulnerabilities and new polarizations.  

The comparative strengths and weaknesses of Europe in the new geo-political 
context, particularly in comparison with other global players, have been laid bare.  

While the world economy was gradually recovering from the pandemic and 
bouncing back from the Covid recession, Russia at the beginning of 2022 invaded 
Ukraine and started a dramatic war shocking Europe and the whole world and 
creating a watershed in international relations, the economy and finance.   

At the time of writing (summer 2022), the Russia- Ukraine war is still raging taking 
and impacting the lives and the souls of millions of people and raising fears and 
concerns in Europe and all over the world.  In response to the aggression, solidarity 
and support efforts have stepped up and decision makers, both in the public and the 
private spheres are confronted with new risk scenarios and short- and long-term 
unprecedented challenges.  

The bleak history of Europe is back at the centre stage of geo-political strategies 
bringing into policymaking and private sector decisions the new conflicts of the 21st 
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century and the security concerns of the next generations EU. The nightmare 
scenarios that daunted Europe’s generations throughout the WW1 and WW2 
periods have become once again plausible, at the time when the planet is struggling 
to combat the disastrous consequences of climate change and to recover from a 
global pandemic that took the lives and jobs of millions of people and impacted 
their health for the long term.   

Kissinger once said that all foreign policy issues are ultimately of a domestic nature.  
This is particularly true for Europe living under the shield of its allies. But now this 
has been turned upside down, as all domestic and European policies must be 
framed in a global security and foreign policy perspective.  

As Carl Schmitt noted in the 1940’s, quoting Cicero and Grotius, “inter pacem et 
bellum, nihil medium”: i.e. conflicts permeate not only international relations but 
also economies and society, trade, investment, technology, communication, 
information. We have seen how they disrupt payment and monetary systems, data, 
information and finance. Conflicts enter the minds and the hearts of communities 
and individuals; they affect the hopes and visions of leaders and opinion makers. 

In this paper we focus on a few of the hard questions facing the future of economic 
and financial relations in the Pan-European region as the new scenarios unfold. 
Policymakers, financial communities, households and business players have engaged 
in an in-depth and wide-ranging reflection on what has changed, what needs to 
change, and what should be safeguarded and strengthened to preserve an acquis 
that cannot be taken for granted anymore. We wish to contribute to this reflection 
highlighting the need for Pan-European, Euro-Mediterranean and Euro-African 
economic and financial cooperation. 

We start from a few working hypotheses: 

- The war of aggression against Ukraine by Russia has shown that the global 
conflicts of the 21st century put European values at stake and under threat: 
the open and rules-based market economy, liberal democracy, the rule of law, 
human rights and international law, social inclusion and sustainable 
development, etc. These values underpinned the world order of the past that 
appears now fractured and undermined. Multilateral relations must be 
revitalized and reformed in order to reflect the new realities and respond to 
the new challenges more and better. Efforts are now being made in that 
direction, but we must acknowledge that progress has been limited and the 
splits created by the war do not augur well for the near future.  
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- The weaponization of trade investment technology finance and international 
relations has led to geopolitical fragmentation, creating inefficiency, multiple 
threats to development, social disruptions, bottlenecks in supply chains and 
commodities resulting in loss of trust and lack of cooperation. Security calls 
for more resilience and risk reduction in economic and financial relationships. 
The outlook for growth and employment has been negatively affected. Value 
chains have been redesigned following friendly contours and security 
preoccupations. This is a necessary price to pay to respond to aggression, 
avoid escalations and contain conflicts. While efforts should be made to build 
peace and invest in multilateral dialogue and cooperation, there should be no 
illusion that the old order can be restored or a new one quickly established. 
Will there be a return to a cold-war kind of bipolar divide? Will conflict 
escalate to oppose wall-to-wall irreconcilable value systems? Will conflicting 
or rivalrous systems pose mutual existential threats, like in the cold war?  
Probably, and hopefully, not. But the future will have to manage a very 
complex interplay of rival and inconsistent economic and financial systems 
and a fragmented array of uncertain and conflicting international relations. 
The US Treasury Secretary Janet Yellen has called for a new “Bretton Woods 
moment” in response to the overlapping crises or the “confluence of 
calamities”, as Kristalina Georgieva named it. 
 

- A promising way forward has emerged: that of strategic regionalism driven 
by a more forceful global role of Europe. Regionalism favours bottom-up and 
pragmatic responses, imaginative technical solutions, institutional and 
financial innovations bypassing the global stalemates. The Russian aggression 
against Ukraine has stimulated a sense of -and more- unity in the response 
and strong consensus within the EU in support of the Ukrainian people. 
Europe is where we have the peak of the crisis (Ukraine), the bulk of its most 
dire consequences, but also the best perception of the urgency to act and the 
opportunity of widening and deepening the scope for peace security and 
development. 
 

- In the Trieste Investment Forum (now at its 8th edition) and the Euro-
Mediterranean Investment Forum (that we had in Naples from 2019 
onwards), we gave a great deal of attention to the Pan-European dimension 
of economic and financial integration. The pandemic and even more the war 
in Ukraine showed that the focus on this dimension is well placed and timely. 
Ukraine has put forward a demand for EU accession, and the response of EU 
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countries has been in general positive unblocking an enlargement process 
that had run into difficulties and delays in the last decades. The EU will have 
to adjust its institutions to enable to function well with an increased number 
of member countries. The attractiveness of the “European model”, and 
European values, has provided a lever for modernization, democratization, 
and structured partnerships. Moreover, the expansion of membership and 
partnerships corresponds to the perceived need for the EU to exercise more 
authority and leadership in global and regional relations. The ambition of 
strategic autonomy in defence, security and foreign policy should lead the EU 
to take more responsibility in the Pan-European region. The new context 
shows that the old dilemma between globalism and regionalism does not 
apply. Transatlantic loyalty and strategic autonomy go hand in hand enabling 
more efficiency and stronger partnerships.  
 

- The impact of the war has shown the decisive importance of Europe Africa 
relations. They are critical to the future of the whole pan-European region. 
The “neighbourhood” of Africa is key to the destiny of Europe. Europe cannot 
disentangle its economic security and development prospects from those of 
our African neighbours, both in terms of threats and opportunities. That is 
why the vision of the future of Europe should be built jointly with that of 
Africa. 
 

- Responsible regionalism would greatly enhance banking insurance and 
finance cooperation. In “wider Europe” and the neighbourhood regions, 
mainly the East, the South Mediterranean and Africa, the EU needs to review 
its ambitions, relaunch its role and develop “new generation partnerships” 
built on shared visions, co-development and sustainability.  
 

- The Russia-Ukraine war is having catastrophic consequences on the 
economies and peoples of the two countries and Europe as a whole. A peace 
deal must be reached as soon as possible to avoid further destruction and 
losses for all. The authors of the aggression and related war crimes must be 
held responsible and pay the price of their mistakes. However, once the war 
ends and a peace deal is reached, the pan-European dimension should also 
engage Russia, its people and its economy in a process of shared prosperity, 
peace-building and economic and financial integration. They are also part of 
the Pan-European family of nations.  
 



 5 

2. Drawing inspiration from the spirit of the “Ventotene Manifesto” 

We start from the premise that in the new geo-political scenario Europe needs a 
new approach to its own security and prosperity based on green and clean 
sustainability, resilience and the inclusiveness of a pan-European engagement.  

As we face up to the noise of bombshell, human suffering, and massive 
displacements, we must be capable at the same time of looking forward, to design 
post-war reconstruction and recovery, and consider how to build a perspective of 
coexistence and integration for the different peoples of Europe. This is required for 
securing the foundations of peace and prosperity. 

We need no less than a “Ventotene moment”. The “Manifesto of Ventotene” 
preconizing European integration inspired the establishment of the Common Market 
and the Treaty of Rome. It was drafted 80 years ago, in 1941, by a group of 
intellectuals of diverse political orientations. At that time, the war was still raging. 
Nazi tanks were spreading out all over Europe. There were great uncertainties about 
the outcome of the war, and the writers were political prisoners confined in a 
remote island in the Mediterranean, Ventotene. Nevertheless, those remarkable 
men, and women, had as their strength the full confidence that the war would be 
won, the strong belief that only by bringing together the warring nations of Europe 
peace and prosperity would be rooted. They proposed the enlightened vision of a 
common future for the whole of Europe.  

We need to draw inspiration from that experience. We believe that the time is ripe 
for proposing a kind of “Manifesto of Pan-European Euro-Mediterranean and Euro-
African Financial Cooperation”. The occasion of the Trieste Forum in June 2022 is 
appropriate for taking the initiative and discussing such a Manifesto. 

We call for a Pan-European and Euro-African Economic and Financial Partnership, 
led by the EU, addressing the recovery and reconstruction requirements for whole 
the Pan-European space, including Eastern Europe and the Euro-Mediterranean, and 
involving our African neighbours. We believe that the private sector, and in it the 
financial sector, should have a driving role in such partnership.    

 

3.  The Enlargement Unblocked in Eastern Europe, and Beyond: Making the EU 
Transformative Power Work  

One of the main questions we address is what institutional forms “wider Europe” 
and its neighbours, i.e. the pan-European Euro-Mediterranean and African space, 
should take, and what processes should we engage in to get there. 
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In the debate (see for instance Garonna Delneri and Seganti (eds), Investment and 
finance for the post-Covid recovery in Eastern Europe, Luiss University Press, 2021), 
the idea has been muted of establishing a new institutional form of Pan-European 
organization, some kind of Confederation, a looser and more economically oriented 
partnership arrangement.  This appeared at the time to be a pragmatic or real-
politik concession to the reluctance of several EU countries and political forces 
(particularly the populist and sovereigntist movements) to embark in the 
enlargement process. But now, the war in Ukraine with all its dramatic social 
political and security implications, has changed everything. A watershed has been 
created and we must seriously come to terms with it. 

The EU approach is being reshaped having a significant echo on the political sentiment 
and the public opinion. A new perception of geo-strategic realities has gained 
traction, influencing the understanding of what Eastern Europe represents for the EU 
and what the terms themselves of “Europe” and “European” mean. This turn explains 
why the EU has felt obliged to intervene strongly and unitedly in support of Ukraine 
and has responded overall favourably to the accession demands of Ukraine, Moldova 
and Georgia. The EU should get ready to accomplish a new wave of enlargement, 
overcoming decades of embarrassing stop-and-go and inconclusive bureaucratic 
negotiations. The credibility and good faith of the EU, its institutions and its public 
opinions are at stake. There is no alternative to opening up our minds and hearts to 
the demands of countries and people who are on the frontline. They are fighting not 
only for their freedom, but also ours. That is why we cannot refuse to move the 
enlargement process onward reaching out to the countries of the pan-European and 
Euro-Mediterranean space that are willing and able to engage. Besides, we should 
acknowledge the fact that significant Pan-European and Euro-Mediterranean 
organizations (such as OSCE, the Council of Europe, EBRD, etc.) already exist; they 
could be if needed reformed or revamped, without necessarily having to create new 
organisations. We should build on what has been achieved during processes such as 
the Barcelona process (since 1995) and the Union for the Mediterranean (since 2008) 
and stop tinkering with the hic-ups that have characterized accession in the Balkans.  

Probably, the list of countries wishing to join the EU is potentially large: it could 
include not only Ukraine, Moldova and Georgia, but probably also Armenia, 
Azerbaijan and others, if they so wish, and qualify. It would have to balance East and 
South by considering for instance also Morocco, Tunisia and other Euro-
Mediterranean countries, should they also wish to engage. This prospect should not 
create dismay and fear in the present membership. Why the EU should not be able 
to work with more than 27 countries, while the US is fully functioning with 50 
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member states? Obviously, the problem is not the number of member countries, 
but the prerogatives of power and the governance arrangements. We need to shift 
prerogatives from the state to the federal level. We must endow the EU of an 
effective government with real fiscal, defence and executive powers. Why should 
national governments be frightened by the growing attractiveness that our 
standards of democracy, our quality of life, our freedoms exercise on other peoples? 
Why do we want to keep the club small? Why do we want to have a monopoly 
power on deciding “what is European” and what is not? The calls that we hear 
increasingly for Europe to have not only soft, but also “hard” power, to exert a more 
muscular role and a stronger leadership in the global exchequer, are they not 
inconsistent with the lack of ambition to expand? As a matter of fact, the allegation 
that the Union is too large, heterogeneous, cumbersome and unable to work 
efficiently should apply not only to a Union of 30 or 35, but also to a Union of 15 or 
even of 6, if such a Union does not have a functioning governance, a single budget, a 
clear foreign policy, an autonomous energy policy, an Army, etc. etc., i.e., some kind 
of central executive power. The real challenges, from which the EU cannot escape if 
it wants to become more authoritative and strategically autonomous, are in 
strengthening the “federal” level, giving the EU more executive powers under the 
democratic control of the European Parliament and the Council. This will probably 
require a vanguard of significant countries willing to give up their national 
prerogatives, share their sovereignty for the sake of joint European sovereignty and 
strategic autonomy. A smaller group or noyau dur of countries, a deeper inner circle, 
is what the EU needs, rather than a looser outer circle.  

Relaunching the accession process should not involve any dilution or weakening of 
the accession criteria. Rather, it means intensifying preparatory work, setting 
ambitious timetables and realistic deadlines, supporting reforms and structural 
transformations in candidate countries. Above all, it means doing away with all forms 
of open or concealed prejudice, political opportunism and discrimination. 

The war has dramatically highlighted the attractiveness of the EU because of its 
values, diverse societies, fundamental freedoms, and way of life, and consequently 
the transformative power of joining the EU and engaging in it. 

Past opposition to the enlargement, when not motivated by sheer prejudice or 
populist propaganda, drew essentially on two arguments: the alleged trade-off 
between deepening and widening, and the threat of social dumping (what was often 
called the “polish plumber syndrome”).  

On the first, evidence shows that there is no trade off. As we said, the EU can and 
must make progress in integrating its economies societies and institutions, and at the 
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same time increase the number of members that aspire and qualify for accession. The 
question is one of effective governance and democratic accountability, and such 
question exists irrespective of the number of members. The EU must make progress 
on governance independently of the issue of the enlargement, as we will see later. 

On the question of unfair competition in the labour market (social dumping), Europe 
has developed a great tradition of social policy and welfare. People should be helped 
to compete and advance in the labour market through training, job creation, safety 
nets, etc. The program SURE enacted in 2019 in response to the pandemic has worked 
well and gave Europeans the tangible sign of being protected and accompanied 
throughout the green and digital transformations. 

Enlargement will be the litmus test for policymakers and citizens in the EU of their 
ability to show concrete solidarity, stick to European values and overcome isolationist 
and populist temptations. No wonder the Ukrainians attach such a symbolic value to 
their application for EU accession. Responding no to accession or putting forward 
unmotivated obstacles risk creating deep scars in Europe, particularly in countries like 
Ukraine that have suffered and are suffering on their skin the ravages of aggression 
and are putting the lives of their youth at stake to defend our common values. Let us 
not repeat the mistakes we made in South-eastern Europe and in the Euro-
Mediterranean. It is not only a social political and geostrategic imperative. It is also a 
moral imperative.  

 

3. The EU Model for reshaping global relations: sharing sovereignty and 
pursuing supranational integration  

Before the double crises of Covid and the war, Europe was shaken by Brexit and the 
impact of Trump on transatlantic and global relations. Brexit has run against the 
flow of history and in the wrong direction. In the troubled waters of this century’s 
growing interdependences, “going alone” proves to become a fool-s-paradise and a 
recipe for disaster. Besides, going alone distracts attention from building credible 
and resilient alliances. There can be no freedom in solitude, no independence in 
isolation.  

Trump’s turning towards isolationism and unilateralism generated disorientation 
and concern in the allied of the US. But after a turbulent passage in American 
politics, the Biden administration has been saluted with great hopes and a sense of 
relief. The re-engagement of the US with their historic allies at the international 
level promises well for the reconstruction of some kind of new global order and has 
clearly shown its salience in the dramatic crisis generated by the Russian aggression.  
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We have rediscovered in Europe the importance of the transatlantic ties, the 
strength of the values that we share with the US and the importance of the US 
leadership in the “free world”. But the problems of global governance, made evident 
by the response to the pandemic and the war remain daunting and urgent to 
address. A long and difficult road is ahead of us, made up of mending fences, healing 
wounds, and picking up the threads of an obsolete dysfunctional multilateral 
system. A system that cannot be simply patched back up together but will have to 
be reformed in-depth. 

Europe is called upon and has shown to be well placed to do its part in this 
challenging agenda. In the eye of the storm, the EU managed to hold up remarkably 
well. It showed unity, decisiveness, and ability to exercise (not only soft) power. 
Europe stayed the course upholding its values and long-term interests.  

In its response to COVID-19, the EU was bold enough to take unprecedented steps 
towards deeper economic integration. The Next Generation EU, the Green New 
Deal, the new trade and investment agreements with Vietnam and Mexico, Canada, 
Japan and Singapore, the EU-China partnership agreement signed at the end of 
2020, etc. etc. Taken singularly, these may appear as small steps considering the 
broad and complex framework of global disorder that must be sorted out. But they 
amount to courageous leaps forward for the small fragmented and inward-looking 
individual European Nation-States. 

In response to the war in Ukraine and the collapse of the old European security 
structure, the EU was again united and quick in implementing severe and 
unprecedented sanctions to Russia, in several rounds, taking a responsible stance 
and showing readiness to pay the price to defend not only the people of Ukraine, 
but the values EU was built on. Beside setting sanctions against Russia, the EU 
leaders visited Ukraine and Moldova and intensified contacts and relations with 
Europe’s Southeast wing, the Balkans. A strong and welcome signal was sent that 
the EU is reconsidering its neighbourhood and enlargement policies taking a more 
open approach than it was the case in the last 20 years. By doing this, the EU at last 
showed readiness to overcome one of the most serious black spots in its recent 
history, that is the inconclusiveness and inconsistency of its approach to her near 
abroad in Eastern Europe, the Euro-Mediterranean, and in the EU-Africa partnership 
that only recently has been revamped.  

We applaud these moves and hope that they represent a step in the formation of a 
new long-term vision and a more open and credible attitude towards the pan-
European space. Such a new attitude will resonate well most notably vis-à-vis the 
“peoples” of the East and of the South of that space. It will be perceived as the start 
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of a bolder idea of the future for the whole Europe and of the EU place in the world. 
It looks a new European Renaissance and a new model for global relations. 

 

4. The European approach to geo-strategic regionalism 

This model is not only an anchor of stability and growth for the European peoples 
and their neighbours. It also represents a promising way forward to reshape the 
global system and respond to the divides created by financial crises, development 
gaps, the pandemic and climate change, and above all the war.  

We are facing the scars of geo-strategic fragmentation brought about by conflicts, 
mistrust, and the Russian aggression. The weaponization of economic, financial, and 
social relations at the global level has created inefficiencies and obstacles to 
dialogue and cooperation. This new scenario makes it much more difficult today 
than before to carry out the needed reforms in global governance and multilateral 
institutions.  The recompositing of a framework for constructive and efficiency-
enhancing global interdependences does not look likely in the near term.  

Climate risks, technological and security considerations are being internalized, and 
will be growingly internalized into decision making processes. The impact on 
decisionmakers will be huge. This involves policymakers and intergovernmental 
organizations, global value chains, micro- and macro-prudential regulation, 
monetary and fiscal policies, business investment strategies, and even the private-
life decisions of households and individuals. All of them will have to become more 
informed, knowledgeable, and hopefully wiser. We need and will have more adult 
resilient and responsible decisions. But also, probably more conservative, and less 
innovative decisions. It is a natural reaction and to some extent it cannot be 
avoided.  

In the short term this fundamental change will pose formidable obstacles to global 
governance and multilateral reforms. That is why we believe that reliance on the 
“European model” might provide a more promising approach. We need a well-
coordinated new geo-strategic regionalism. At the regional level, bottom-up 
innovative solutions can be tried out. Pragmatic responses, new technological tools, 
imaginative alliances and public-private partnerships can be experimented, 
bypassing global stalemates.  

Europe is at the core and in the lead of this new regionalism. It is in Europe that new 
creative arrangements have been put in motion at the supranational level. Europe is 
at the centre of a vast geographic, economic, financial and political area where 



 11 

networks and communities can be profitably interlinked. Because of a recent 
tradition of moderation and soft power (but also history and culture, in Europe 
values prerogatives and initiatives can be more easily shared than elsewhere. 
Relationships at 360°, between Europe and the East, the South, the West, and the 
North, are in general better and easier there than in other continents. For those 
reasons, and possibly others, the new regionalism and the next generation global 
governance could be Europe-centred and promoted by Europe.  It is up to Europe 
now to pick up the challenge and move forwards.  

 

5. A European Future for the Whole of Europe: Pragmatic and Idealistic Pan-
Europeanism  

So far, the EU has had a piecemeal and fragmented approach towards its European 
near abroad. This was probably based on the wrong assumption that what is not in 
the EU is not in Europe. Undoubtedly, there are considerable differences within and 
across the various countries, regions and economies of the Pan-European space. 
Moreover, history and geography do not necessarily provide a clear simple and 
uncontroversial definition of the borders of Europe. On this score, Putin’s phantasies 
and opportunistic claims represent a good case in point. But this should not be 
taken as a justification for treating non-EU European countries, or countries with 
European aspirations, as mere occasional partners to be conveniently grouped or re-
grouped along ad-hoc separate dimensions.  

This practise ends up slicing the concept of Europe in variable and changing formats. 
It is this flawed approach that led to the frustrations of the “unfinished business” of 
South-eastern Europe, the “interrupted business” of the Euro-Mediterranean 
partnership and the still embryonic phase of the EU-Africa Partnership.  

We believe that all the areas, countries and regions of the Pan-European space 
should be considered together within a coordinated and consolidated approach. 
And together should be addressed and involved the peoples that live in those areas. 
Not only because they are the EU near abroad, or “neighbourhood”. But above all 
because they represent a “wider Europe”, i.e. another dimension of Europe, having 
a legitimate claim on the common culture, identity and “trade-mark” (so to speak) 
of the same “Europe”, from which the EU draws hers.  

The pandemic has added new patterns to Pan-European segmentations and 
divisions. It has created new inequalities and divides that have piled up on top of the 
disappointment and incomprehension generated by the failed convergence and 
integration policies of the past two decades. The war sharpened and dramatized 
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even more the dividing lines separating order and disorder, liberal and 
authoritarian, free and captured societies and governments. 

But the same pandemic crisis and the war have also given the opportunity of a 
wake-up call and a leap forward of responsibility and solidarity. This opportunity 
should be seized upon now. In a world where the EU can become protagonist in the 
construction of a new global order, the EU should start from its own backyard. Or 
better, it should start from “Europe” itself.  

In the new regional perspective, the concept of “neighbourhood” should be 
refocused and widened. In this endeavour, the Mediterranean provides an 
illuminating perspective. Because through the Mediterranean Europe projects itself 
towards Asia and Africa, Russia, Central Asia, the Arab world, Northern Africa, the 
Middle East, and Sub-Saharan Africa. We need a bolder and more dynamic vision of 
the ”European neighbourhood”.  

In this paper, we call for a Pan-European economic partnership and a wider 
concept of European neighbourhood, shaped after the economic financial and geo-
political requirements of the post-crisis and the post-war. And we argue that we 
should give the financial sector a driving role in this partnership.  

     

6. Eastern Europe Trapped in Midstream between the Pandemic the War and 
the Enlargement Fatigue 

The second wave of the pandemic hit Eastern Europe with tremendous and 
unexpected force. The impact on Covid-exposed sectors, highly represented in the 
local industrial structures, was acutely felt. Think of tourism, retail trade, travel and 
personal services. Think of the frail and patchy health systems that became quickly 
overburdened by the concentration and virulence of the contagion. The shock gave 
evidence to the limited capacity of those economies, and societies, to respond to 
crises of such magnitude: the constraints in countercyclical fiscal expansions, the 
fragmentation and under-capitalization of the corporate sector, and the limited 
resilience of household consumption and indebtedness capacity. The outcome was 
predictably the widening of the gap between eastern Europe and the EU, increasing 
poverty, social polarization and a creeping resentment against the élite (local 
regional and European) and the concept of Europe itself.  

The EU attitude in response to the pandemic was not able to dispel doubts and 
resentment. The EU gave ambivalent signals towards Eastern Europe. The troubled 
opening of accession negotiations with Albania and North Macedonia confirmed the 
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grounds for cynicism and the fears that EU accession remains a distant dream, 
almost a mirage. Enlargement (a word that in EU circles was carefully avoided, 
almost a taboo) is subject to lengthy, bureaucratic and politically manipulable 
procedures. It can be easily sabotaged by the partisan convenience of any election 
in any of the 27 EU countries. The distance between aspirations and realities 
became sidereal when confronted with the difficulties that accession poses for 
instance for Kosovo, Serbia and Bosnia. The EU approach appeared dominated by 
self-serving political concerns, above all migration. Comparing this approach with 
the “charm offensive” of China, Russia and Turkey, and their often-vocal anti-EU 
tone, and considering the opportunist attitudes of local political élites, often playing 
the ones against the others, it does not come as a surprise that the “European 
dream” weakened significantly in the eyes of the citizens in the region. 

The war in Ukraine with its dramatic consequences and implications has completely 
changed the EU approach. Suddenly it became apparent that the threats to which 
Eastern European countries were exposed affected directly and immediately EU 
security as well as having a significant echo on the public opinions. EU and Eastern 
European countries now feel they are in the same boat as far as security is 
concerned. What the pandemic did not do, the war did. It introduced a new 
perception of geo-strategic realities, which influences the understanding of what 
Eastern Europe represents for the EU and what the terms themselves of Europe and 
European mean. This turn explains why the EU feels compelled to intervene strongly 
and unitedly in support of Ukraine and responded relatively favourably to the 
accession demands of Ukraine, Moldova and Georgia. Therefore, the war with its 
tragic humanitarian and socio-economic consequences is also creating opportunities 
for rethinking the myopia and the inconclusiveness of previous EU policies, 
unblocking the enlargement, and kindling a new wave of European integration.  

 

7. The Euro-Mediterranean and Europe-Africa Relations Facing the War and the 
Crises 

If we compare the threats that Covid posed to Eastern Europe, with those that 
concern the Euro-Mediterranean southern shore, and the whole of Africa, the 
related challenges and fears look augmented by a factor of 10 at least, if not more. 
The health toll and the human costs linked to the pandemic crisis have been 
paramount. The already difficult economic and social conditions made the impact of 
Covid dramatic in terms of loss of output, jobs and standard of living. What we said 
about Eastern Europe vulnerabilities, in terms of exposed sectors (tourism, travel, 
shops and restaurants, SMEs, transport, services, etc.), social traumas (increasing 
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poverty, inequalities, public confidence in the institutions) and hope for the future, 
applies to the South Mediterranean and Africa as well. Additionally, there are more 
specific strains to consider that the war in Ukraine made more acute and 
threatening: volatile commodity prices, which weigh heavily on the balance of 
payments of those countries; lost remittances of migrants; huge risks of instability; 
not to speak of terrorism, local conflicts, migration pressures and authoritarian 
regimes. Some of the gains in economic development made by the region in recent 
years are being quickly eroded and reversed. Moreover, consider that the fiscal and 
monetary positions of Governments there and the resource constraints significantly 
limit the capacity for policy response. Many countries are already in debt distress 
and considering debt restructuring. That is why we did not see there the kind of 
vigorous reaction that prevailed in more developed areas. The distance therefore 
between the north and the south of the Mediterranean, Europe and Africa has 
enormously increased.  At the same time, the spillover effects, in all directions, and 
the interdependence linkages have become more intense and visible. Africa gets 
nearer and more crucial to the future of Europe. This is so also in terms of 
opportunities. Africa is Europe’s most critical large and precious neighbour. 

The war in Ukraine has added a new dimension to this growing divide and a new 
proximity. Even though the war has focused attention on the Eastern front, the 
Euro-Mediterranean and the EU-Africa relations have appeared as an integral part of 
the problematique and should be fully placed within the same problematique. The 
impact of the war on the Mediterranean and Africa has been in fact quite dramatic. 
The countries in this region already suffer from weak economic fundamentals and a 
growing stock of public and private debts with little policy margin of manoeuvre to 
stabilise the economies and honour financial obligations. Increasing private debt is 
likely to act as a further drag on growth while interest rates are rising to tackle 
ramping inflation due to energy and food prices in a context of an already low and 
slowing growth. A prospect that announces a stagflation scenario would further hurt 
the unemployment situation that is already high. Poverty and inequality will 
continue to increase where social safety nets are absent. This leads to further 
political instability, conflicts and hardships, migration pressures and social unrest.     

In addition to that, according to the IPCC (Intergovernmental Panel on Climate 
Change), the Mediterranean and Africa are strongly affected by rising surface 
temperatures and sea levels, vulnerability to drought and water scarcity. Climate 
change will lead to a disastrous incidence on agriculture and forestry, not only due 
the rise of aridity but also for risk of fire in protected terrestrial areas.  
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Please note that many of these outcomes have not been caused, but simply 
revealed and made more acute by the double pandemic and security crises and the 
unresolved looming climate crisis. In the last few decades, the Mediterranean has 
undergone an unnatural metamorphosis. What used to be an internal and 
intercontinental “lake” knitting together the whole of the “old world” has been 
transformed into an ocean, a border region, the no man’s land between Europe 
Africa and the rest of the world. The Mediterranean has become the source of most 
of the European worst nightmares: migration pressures, porosity of borders to 
terrorism, tribal wars and despotic governments, authoritarian regimes, a growing 
European – Arab divide, and the European-African one, power and military 
confrontations in the Mediterranean that Europe is unable to manage or even 
influence, the Chinese filling the vacuum and the US leaving their mess behind. One 
might object; “but the deterioration of the situation is not, or not only, Europe’s 
fault". But no doubt it impinges on Europe more directly and acutely than 
elsewhere, from the economic social and political points of view. It exposes Europe’s 
weakness, often irrelevance, not only on the global exchequer, but also in her own 
“region”.  

This dramatic deterioration must be put in some kind of relationship with the 
unfortunate change in the EU approach to the Euro-Mediterranean, and through it 
to Africa, that took place since the 1990’s. The Euro-Mediterranean perspective that 
underpinned the Barcelona process has been phased out, even in terms of language 
and concept. The implication has been the abandonment of the enlargement 
prospects for some of those countries and their replacement with the thinness and 
the failures of the narrow neighbourhood policies. All prospects of EU accession for 
southern Mediterranean countries, albeit long-term and subject to rigorous 
conditions, were wiped out for good. Enlargement became only an East-West issue, 
and only a very long-term one, and not also a North-South one. Collaterally, this 
eliminated the most powerful and popular driver for reform and European relations 
in the region (see for instance the negative repercussions in Turkey). It has instead 
encouraged the idea that the Euro-Mediterranean space can be sliced up 
conveniently and opportunistically into different areas of economic relations based 
on specific problems and interests of EU member countries. Take for instance the 
problem of blocking the routes of illegal migration; or the energy relations in terms 
of oil explorations, gas pipelines, investment in renewables, hydrogen, etc.; the 
logistics, infrastructures and the maritime economy; land transportation and 
road/rail networks; etc. Consider then the questions of terrorism, security and 
conflicts. 
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This approach, i.e. segmenting the Mediterranean space into specific questions, 
which may have appeared pragmatic and concrete, has been instead very elusive 
and ineffective, and has damaged the credibility and reputation of the EU. It has 
been perceived by the peoples in the region as top down and short term, and 
suspected to cultivate old and new spheres of influence, or patronizing EU populist 
electoral instincts, etc.   

This approach should be ditched. The Mediterranean question should be framed in a 
different way. It should be seen as an integral part of the Pan-European integration 
process, aimed at eliminating obstacles to flows of people, capital, goods, and 
services, providing the door to Africa and above all giving mutual benefits to all 
participating countries, and their populations, in the region. In sum, the 
Mediterranean is one, and should be dealt with as a single economic social and 
institutional context for dialogue cooperation and integration. A single context both 
in terms of risks challenges and opportunities, a single bridge between Europe and 
Africa. 

Unfortunately, this is not the route that the EU is proposing in the 2021 “New 
Agenda for the Mediterranean” (see European Commission 2021 a- and 2021 b -). 
The money that is put on the table is not negligible: 7 bl. Euros for the period 2021-
2027, expected to mobilise up to 30 bl. of public and private investment. This money 
is expected to be spent in a long list of piece-meal projects and “flagship initiatives”, 
most of them useful, but not underpinned in a strategic vision and with no concrete 
objectives of socio-economic integration. In the “Joint communication” we find 
evidence of the usual patronizing attitude of the EU on the importance of the rule of 
law, good governance, peace and security. How can the EU with such a package 
expect to achieve “real change” that the ordinary people of the region would feel in 
their quality of life, is difficult to understand, at a time when conflicts, joblessness, 
food insecurity, bureaucracy, and now the pandemic and the war have gone on the 
rampage?  

Equally, the most recent EU-Africa declaration released following the 6th African 
Union-European Union Summit in February 2022 fell short of proposing credible 
action plans, dedicated institutions and effective monitoring mechanisms to address 
the socio-economic challenges emanating from the new economic and geopolitical 
scenarios. The “renewed” partnership focuses on the immediate challenge to ensure 
fair and equitable access to vaccines via supporting local and regional mechanisms 
for procurement. The EU commits to provide at least 450 million of vaccine doses to 
Africa, in coordination with the Africa Vaccine Acquisition Task Team (AVATT) 
platform, by mid-2022. According to the declaration, “Team Europe has provided 
more than USD 3 billion (i.e. the equivalent of 400 million vaccine doses) to the 
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COVAX Facility and to vaccination on the African continent, and will mobilize EUR 
425 million to ramp up the pace of vaccination, and in coordination with the Africa 
Centre for Disease Control (CDC), to support the efficient distribution of doses and 
the training of medical teams and the capacity of analysis and sequencing”. The EU 
further committed to “support the fully-fledged African health sovereignty, in order 
for the continent to respond to future public health emergencies and hence support a 
common agenda for manufacturing vaccines, medicines, diagnostics, therapeutics 
and health products in Africa, including investment in production capacities, 
voluntary technology transfers as well as strengthening of the regulatory framework 
to enable equitable access to vaccines, diagnostics and therapeutics”. However, such 
common agenda cannot be executed without a substantial effort of financing the 
health infrastructure and sharing technologies and know how to manufacture 
medicines and vaccines in Africa.    

Additionally, in view of the macro-economic woes experienced by several countries 
in Africa, the EU echoed its support to the Common Framework for Debt Treatments 
beyond the Debt Service Suspension Initiative (DSSI) and called for ambitious 
voluntary contributions, by channeling part of the recently allocated Special Drawing 
Rights (SDR), in order to achieve the total global target of at least USD 100 billion 
liquidity support to countries most in need, of which a major part should benefit 
Africa. However, the Common Framework is inoperative, not transparent and has 
proved its deficiency as acknowledged by the Managing Director of the IMF at the 
Spring Meetings in 2022. In addition, the AU-EU declaration stated that the USD 55 
billion have been pledged already from the new allocation of SDRs, of which several 
EU Member States (Team Europe) have pledged USD 13 billion. The Declaration 
encouraged more EU member states to contribute to this global effort. African 
institutions, in consultation with national authorities, will be involved in the use of 
these SDRs to support the continent’s recovery. The spending should be increased 
through international programs in the fields of health, climate, biodiversity, 
education and security to facilitate economic recovery. But no specific proposal was 
put on the table on how these programs should be executed. 

Other commitments were put forward such as the Africa- Europe Investment 
Package of at least EUR 150 billion that aims at supporting the common targets for 
2030 and the AU Agenda 2063, composed of an Investment-, a Health- and an 
Education-Package. As stated in the Declaration, the Package should boost large- 
scale sustainable investments, supported by Team Europe Initiatives, having due 
consideration for the priorities and needs of the African countries, including: i) 
investment in energy, transport and digital infrastructure; ii) energy transition that is 
fair, just and equitable, taking into account specific and diverse orientations of the 
African countries with regards to access to electricity; iii) green transition including 
supporting the implementation of the Nationally Determined Contributions (NDCs) 
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and National Adaptation Plans (NAPs) of African Countries under the Paris 
Agreement to enhance mitigation and adaptation; iv) digital transformation that 
supports trusted connectivity through investments in infrastructures and an 
affordable and enhanced access to the digital and data economy while boosting 
digital entrepreneurship and skills; v) sustainable growth and decent job creation, 
including by investing in the establishment of youth-owned businesses in Africa; vi) 
transport facilitation and efficiency of connected transport networks; vii) human 
development, notably through scaling up mobility and employability of students, 
young graduates and skilled workers. It will support industrialization and the 
development of sustainable and resilient value and supply chains. And obviously 
continued cooperation in terms of peace and security, migration and mobility.  

 

8. The Mediterranean as Part of Europe Africa and Asia: Resetting the Euro-
Mediterranean Agenda   

The Mediterranean brings together the three big continents of the old-world: 
Europe, Africa and Asia. Therefore, there are 3 dimensions in the Mediterranean: 
the Euro-Mediterranean, the Afro-Mediterranean and the Asian Mediterranean. Not 
only the 3 dimensions do not collide, but their co-existence gives the Mediterranean 
a special role and its unique character. The abandonment by the EU of the Euro-
Mediterranean perspective, or we could say the “betrayal of the Euro-
Mediterranean”, has deprived the EU of a promising policy perspective for 
enhancing its regional and global role. It has not alleviated the problems of the 
Southern Mediterranean, nor has it contained the huge spill-over effects that the 
region has on the EU. It has simply reframed them as “their problems”, “foreign 
problems” of Africa or West Asia or the Arab world. Paradoxically, this approach has 
made Euro-Mediterranean problems in a way bigger more costly and more complex 
to address, than through a joint more emphatic Euro-Mediterranean perspective.  

In the vacuum left by the EU betrayal, other global players have made aggressive in-
roads and became protagonists in the Mediterranean: China for instance with its 
ambitious Belt and Road initiative, and Russia with its military bases, energy 
pipelines and vaccine diplomacy. The Turkish regime has taken an anti-EU and 
illiberal turn raking up neo-Ottoman aspirations and hoping to canvass in this way 
Islamic and grassroot resentment. So, we should ask: do conflicts instability and 
poverty in the region benefit in any way from the EU shutting its doors to the Euro-
Mediterranean perspective? Certainly not. 

However, there is a silver lining. The Mediterranean has become more active, 
assertive and integrated in the African context and in the Arab world, more open to 
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south-south trade investment and cooperation. This is a positive development and 
should be welcomed and supported by the EU.   

Take the case of Tunisia, for example, now under the spotlight for its wobbly 
political stability, whose financial community has engaged in a fruitful and 
constructive dialogue with Febaf, the Italian counterpart of the Tunisian financial 
community. Tunisia plays a leadership role in the 5+5 Dialogue, a subregional forum 
of the ten western Mediterranean countries that, established in 1990, was recently 
revamped after the decline of the Barcelona process. At the October 2020 meeting 
of the Dialogue chaired by Tunisia, the Tunisian Minister of Foreign Affairs, declared: 
“The 5+5 Dialogue, which aims at making the western Mediterranean a region of 
peace stability and prosperity, must define a new road for the Euro-Mediterranean 
partnership and must take as its priority the development of solidarity”. The implicit 
reference here is to the need to respond to the pandemic in a concerted and 
cooperative way. It is worth highlighting also that Tunis is the location of the Libyan 
Political Dialogue set in motion in 2020 by the Berlin Conference on Libya to move 
forwards the process of pacification and institution building there with a view to run 
national elections in the near future (June 2022?).  

Tunisia is also part of the Agadir Free Trade Agreement with Egypt, Morocco, and 
Jordan, signed later by other Arab Mediterranean countries and supported by the 
EU. The agreement adopts the EU rules on country of origin, it overlaps and 
competes to some extent with the US Middle East Free Trade Agreement creating 
conflicting regimes and burdens for exporters. Note however that the Agadir 
process – albeit significant - did not make in the Arab world the progress that had 
been expected.  

Tunisia is also an active member of the Anna Lindt Foundation for the Euro-
Mediterranean dialogue among cultures, based in Egypt. Named after the Swedish 
Foreign Minister murdered in 2003, it aimed at representing the civil society arm of 
the Euro-Mediterranean partnership. Consequently, it has implicitly suffered of the 
setbacks of that partnership. 

Undoubtedly, the most important event in 2021 marking the growing dynamism of 
the Afro-Mediterranean perspective is the entering into operation of the African 
Continental Free Trade Agreement (AfCFTA). An agreement involving 1,3 billion 
people, 54 (out of 55) African countries, which aims at cutting down by 90% tariffs 
and other barriers in inter-African trade and investment relations (see Fofack, and 
Flor). The agreement was hailed as an historic moment. It was compared to the 
Treaty of Rome for its potential impact on the continent’s economy and society. “… 
[It] can provide the same impetus to Africa as the creation of the Common Market 
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did in 1957 to the European unification process (Flor, p. 1)”.  Indeed, AfCFTA starts a 
process that promises unprecedented opportunities not only for Africans, but also 
for the EU. Now, the prospect of Afro-Mediterranean integration should not be seen 
as an alternative or a rival perspective vis-à-vis the Euro-Mediterranean. On the 
contrary. It raises fundamental questions requiring a reconsideration of the whole 
European approach to the Mediterranean and Africa. 

The Ukraine war and related voting at the UN General Assembly and Security 
Council pave the way to raising further questions leading possibly to relations 
resetting and significant discontinuities. A fundamental rethinking is underway on 
the nature of the relationship between the EU and the southern shore of the 
Mediterranean and Africa. And pour cause. We need more equal and bi-directional 
relations where not only the concerns of the EU but also those of the people of the 
southern countries take priority. A longer-term vision of the region is needed, rather 
than opportunistically driven and myopic negotiations anchored in competition 
rather than in cooperation and coordination. A comprehensive partnership should 
be based on a common understanding of what unites us not only in terms of values, 
cultures, the legacy of a common past, but above all a converging vision of the 
future. Money (i.e. development aid) is important, particularly in consideration of 
the size of the challenges implied by the current crises. But it is not everything. A 
perspective of integration of economies peoples and communities cannot be simply 
bought with a few millions or billions of Euros, or exchanged through opaque quid-
pro-quos, conditions and prejudice. It must be built also from the grassroot, 
involving the private sector and civil society.   

We believe that it is urgent to exhume the Euro-Mediterranean dimension and 
make it figure prominently in a revamped EU-African approach. We must invest on 
this on a priority basis with a fundamental change in vision anchored in co-
development, co-ownership and solidarity. This runs in parallel with the EU support 
for pan-African and Afro-Mediterranean integration. Monetary and financial 
stability, public indebtedness, payments, constrained fiscal capacity, climate 
degradation, social polarization and conflicts require EU deeper and stronger 
intervention in its wider “neighbourhood” of Euro-African relations.   

 

9. Post-Covid and post-War Opportunities: the response of the private sector  

The pandemic and the war as all major crises have not only taught us lessons on 
past shortcomings and current vulnerabilities. Above all, they have created 
opportunities for adjustment and reforms that must be bold and forward-looking to 
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match the scale of the challenges. The response of the private sector has been rapid 
and substantial; we will review it in this paragraph. Certainly, we do not want to 
suggest that such response is bold enough and sufficient to contribute to reduce the 
financial woes of the countries in the Mediterranean and Africa. There are dramatic 
consequences suffered from these crises and countries that are on the brink of 
default and require painful restructuring, such as Ethiopia, Tunisia, Lebanon, 
Zambia, Ghana and others. But we draw confidence from some promising 
developments we have seen. 

Global Value Chains have been reformulated and adjusted to the new situation. 
They tend to become shorter, more digital and above all more regional. The 
potential therefore for Eastern Europe, the Euro-Mediterranean and the EU-Africa 
relations to establish hubs in the region for the near-shoring or friendly-shoring of 
investment and technology is enormous. But major transformations and innovative 
policy frameworks are needed to reduce the distance and gaps between these 
continents.   

In the new drive towards the green economy, responsible investment (ESG), 
resilient and social infrastructure, the region is strategically placed. In the leading 
sectors of the Green New Deal, i.e. renewable energy, transport, 
telecommunications, ICT, bio-science, quality of life, smart services, machine tools, 
research, etc., “wider Europe” can acquire strategic importance and a unique role. 
From neglected periphery, it could be transformed into the centre of Pan-European 
infrastructure networks, and therefore the new frontier of stability security inclusion 
and sustainable development in the pan-European space and the Euro-African 
relations.  

We believe that the size and scale of the required investment can give the pan-
European dimension a new centrality. Centrality where responsibility is spread out 
and transparency is built on the rule of law and liberal values, where the private 
sector takes a driving role, and solidarity shapes the response to the major societal 
challenges facing our extended region. 

Promising developments have taken place at the regional level under the impulse of 
the so-called Berlin process. This political initiative singled out the 6 Western Balkan 
countries (WB6: Albania, Bosnia & Herzegovina, Kosovo, Montenegro, North 
Macedonia and Serbia) as being more suitable and prepared for regional 
integration. At the 2020 Ministerial meeting of the Berlin Process in Sofia, the WB6 
endorsed the Common Regional Market Action Plan 2121-2024, with a focus on 
trade, investment and digital innovation. The Plan has a strong private sector 
perspective and orientation, which is ensured through close cooperation with the 
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Western Balkans 6 Chambers Investment Forum, which brings together the business 
associations of the six countries. Supported also by the Regional Cooperation 
Council in Sarajevo, and the CEFTA (Central Europe Free Trade Agreement) 
secretariat, the Plan aims at deeper regional economic integration among the six 
economies, seen as a steppingstone towards the EU single market. The underlying 
assumption of this strategy is that integrating those countries among themselves 
would prepare and facilitate the later integration with the EU. The economic 
rationale of this assumption stands still to be proved correct by the facts. In the 
popular perceptions in fact, this program has sometimes been interpreted as yet 
another delaying factor in the politically charged way to EU accession. The 
willingness however of the WB6 to get along with this new condition and embark in 
such a difficult and probably lengthy process shows that the commitment to 
accession and its popular appeal represent strong drivers of reform and market 
liberalization.  

Special mention merits the financial sector in this context. The pandemic crisis has 
shown that due to the reforms made in the decade following the 2008-2009 crisis, 
the financial sector has been playing and will play a decisive role in the recovery and 
the twin transitions (green and digital). It has been often said that in the pandemic 
crisis the financial sector has proved to be part of the solution, rather than being 
part (and cause) of the problem (like in the preceding crisis). In the emergency 
phase, this has certainly been the case in the pan-European region too. We have 
seen it clearly in the provision of liquidity, loans, funding for investment and SMEs, 
public private protection schemes (including against pandemic risks), health 
coverage, equity and private capital markets, etc.  

In the recovery phase, the opportunity is there to accelerate the modernization of 
the financial sector as part of the wider effort to support the recovery and 
reconversion of the real economy. This implies addressing old vulnerabilities of 
banking and finance in the region, such as banco-centrism, underinsurance, weak 
and illiquid capital markets, market fragmentation or “balkanization”, etc. (see 
Vienna Initiative). More importantly this implies integrating financial markets across 
the whole region and with the rest of Europe. An integrated, dynamic, open, cross-
border financial sector is an essential instrument of resilience and flexibility, a tool 
for the post-Covid transition and for a greener and more sustainable economy.  

To think in those terms, encourages optimism and trust into the future. It shows 
that the private sector and civil society can play a driving role in the post-Covid post-
war transition, provided public policies create an enabling environment. It gives also 
directions for stepping up efforts and refocus policy, business and finance strategies. 
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10.  A proposal to accelerate the stabilisation of the Mediterranean and Africa 
towards a recovery and resilience path   

To respond to the financial woes of Africa, the African Development Bank called in 
2021 for a comprehensive plan on debt restructuring in Africa. The plan should take 
the form of a stabilization mechanism capable of freeing up the fiscal space Africa 
needs to deal with its debt. On average African debt stands at 70% of GDP. The idea 
we4 propose is to set up a home-grown Financial Stability Mechanism (FSM) to 
mutualise the available funds and limit the spill-over effects from external shocks. 
We believe that this call is realistic provided the prerequisites to make it work are 
set in place. Also, we think such a mechanism would fit in the specific context of the 
Euro-Mediterranean and revamped Euro-African relationships.    

Following the painful crisis of 2007-08, the European Stability Mechanism (ESM) was 
created in the EU to provide financial assistance to EU countries experiencing -or 
threatened by- severe financial difficulties. Such a mechanism is built on the 
following conditions: high level of monetary and economic integration within the 
euro area;  a single currency and a single monetary policy; the Euro requiring an 
effective stability mechanism targeted at the countries of the euro area; the concern 
that having a Member State in financial difficulties would create risks for the 
financial stability of the euro area as a whole; the  principle that reinforced solidarity 
among the Member States whose currency is the euro is needed for the good 
functioning of a monetary union, and for providing financial assistance under Union 
law. ESM loans are guaranteed by the general budget of the Union. In case of 
default, the Commission can call additional funds in excess of the Union's assets 
taking into account any surplus cash balances, to service the Union's debt. To make 
the ESM credible vis-à-vis financial difficulties, we have the “deep pockets” of the 
ESM 19 shareholders: today the ESM can issue bonds (up to 30 bl. Euros annually) 
and it has so far disbursed 295 bl.  

The ESM case provides an example of best practise that could be applied to the 
Mediterranean and Africa. It also shows what are the conditions to build a fully-
fledged home-grown stabilization mechanism to tackle financial instabilities and 
drive the corresponding regions into a comprehensive integration process. 
Moreover, such a new initiative could be initiated with the support of the EU and 
leverage on the experience of the ESM itself that could act as a European and Euro-
African Monetary Fund.   
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In line with this thinking, and to drive the countries into a credible recovery process, 
we propose a quick start and innovative stabilization mechanism aimed at dealing 
with the huge pile of unpaid debt of the Euro-Mediterranean and Africa. The proposal 
(see Ayadi (2022) is complementary to the extension of the timeline of the Debt 
Service Suspension Initiative (DSSI): this is necessary as a gap-stop until the global 
post-Covid recovery takes foot and the war in Ukraine ends with a peace deal. We 
believe that the eligibility of the DSSI provisions should be extended to low- and 
middle-income countries (LMICs), of which many are in the Mediterranean and in 
Africa. The DSSI should engage systematically with the private sector to contribute to 
debt relief efforts and ensure that the countries benefiting from debt relief will not 
be excluded from capital markets for new issuances. The Common Framework for 
Debt Treatments (established in 2020) should become a permanent instrument to 
inherit the role of the temporary DSSI after its expiry. But it must improve its clarity, 
become more transparent and provide a credible roadmap to the countries that 
engage in debt relief negotiations. Countries that access the DSSI must credibly 
commit to register all forms of new debt in the OECD debt transparency repository1.  

In line with the proposal of Altuwaijri, Altuwaijri and Ayadi2 (2021) and Ayadi3 (2022) 
we propose to complement the DSSI with a public-private SDG-compliant financing 
fund/plan, as part of a global post-Covid recovery plan. The aim of the plan is to 
accelerate the transition towards the net zero scenario and to fully comply with the 
SDGs principles and relevant indicators. The fund should be employed to restructure 
the existing pile of debts and related interest payments and to finance a sustainable 
recovery and the transition towards the SDGs and net zero4. The mechanism could 
take the form of a partial guarantee (between 40% and 60%) issued by the IMF 
Resilience and Sustainability Trust (RST) that has the financial capacity, thanks to the 
SDRs allocation, to help the needing countries to issue long-term maturity (up to 50 
years) Recovery, Resilience and Sustainable Transition Bonds (RRST bonds), with 
lower interest rates (no more than 1% above the market interest rate levels on the 
USD5), transform existing unpaid debt and finance the recovery plans and the 
sustainable transition to 2050 and the SDGs. It is essential that the private sector 
represented by the International Institute of Finance (IIF) contributes to the Plan with 
a firm commitment to provide affordable liquidity within a period of time for these 

 
1 https://www.oecd.org/finance/debt-transparency/  
2 https://www.g20-insights.org/policy_briefs/debt-relief-for-sustainable-recovery-in-low-and-middle-income-
countries-proposal-for-new-funding-mechanisms-to-complement-the-dssi/  
3 Forthcoming at G20 insights.org under Indonesia presidency.  
4 Other proposals have been vocal de adopt a coherent global approach to deal with sovereign debt in emerging and developing 
countries.  
https://eprints.soas.ac.uk/34346/1/DRGR-report.pdf  
5 Undoubtedly, the pressure to increase the interest rates to tackle high inflation might hurt a resilient recovery and may lead to higher 
interest rates on issuance in USD.    

https://www.oecd.org/finance/debt-transparency/
https://www.g20-insights.org/policy_briefs/debt-relief-for-sustainable-recovery-in-low-and-middle-income-countries-proposal-for-new-funding-mechanisms-to-complement-the-dssi/
https://www.g20-insights.org/policy_briefs/debt-relief-for-sustainable-recovery-in-low-and-middle-income-countries-proposal-for-new-funding-mechanisms-to-complement-the-dssi/
https://eprints.soas.ac.uk/34346/1/DRGR-report.pdf
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countries. The DSSI and the Resilience and Sustainability Trust (RST) (recently set up 
by the IMF) must work in close coordination with the private sector represented by 
the IIF executive board. The coordination must be achieved via a tripartite taskforce 
with the country in difficulty to co-design a comprehensive financing approach for 
recovery, resilience and sustainable transition. There must be a collective approach 
to avoid massive defaults of countries that have succumbed in their structural 
problems, exacerbated by the COVID-19 pandemic and the war in Ukraine.  The terms 
and conditions of the prospectus for the RRST bonds must be agreed up front when 
the DSSI country has completed the debt relief process and committed to the 
conditions of the RRST. The main conditions of the RRST are to use a predetermined 
percentage (up to 20%) of the proceeds of the bond to finance the unpaid debt that 
mature subsequently, the remaining 80% must be allocated to the recovery and 
sustainable transition in line with the RST conditions, with very strict monitoring of 
the use of proceeds and firm requirement to publish the debt issued and the 
breakdown of its use in the debt transparency repository of the OECD.   

For this proposal to materialize, the details of the Plan would have to be clearly 
spelled out. To that purpose, the EU together with key private sector players and 
experts should engage in the EU-MED-Africa Taskforce we mentioned. The EU could 
contribute to funding under the Multi-annual Financial Framework and Team Europe, 
partially guarantee new issuances and channel part of the SDRs under the RST for that 
purpose. At a later stage, the Taskforce could support the countries of the 
Mediterranean and Africa to engage in a meaningful integration process among 
themselves and with the EU. The countries that participate in such mechanism, should 
redress their monetary and fiscal policies and engage in further integration looking at 
examples drawn from the experience of the Euro zone and the ESM.  

 

11.  A Recovery and Resilience Programme for the Pan-European region, 
including the Euro-Mediterranean and the Euro-African relations 

The current war crisis is particularly tragic and challenging. The policy response has 
obviously focused on the immediate needs facing multiple emergency situations. 
The EU has mobilized its policy and financial resources showing a remarkable unity 
of intents and willingness to support Ukraine, its heroic resistance to the aggression. 
This implies assistance to refugees and displaced people, diversification of energy 
sources, accelerated transition to renewables, containing inflationary pressures, 
particularly energy and commodity prices, tackling food shortages and supply 
bottlenecks, controlling risks of financial instability, etc.  The combined shock of 
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continuing contagion and escalating war will require a careful macroeconomic 
management, support for structural adjustment, and strong international 
cooperation. 

But it will be in the medium to the long-term that the challenges raised by the war 
will be decisive. Investment required for recovery and reconstruction after the 
devastations of the war will be massive, engaging energies and resources in a 
sustained effort for a lengthy period and maintaining at the same time financial 
stability and inflation under control. Recovery and reconstruction will obviously 
focus on Ukraine that was directly hit and devasted but should not be limited to 
Ukraine. Support will have to be provided to all countries and peoples which were 
affected by the war and its spill-over effects. This means that a Recovery and 
Resilience Programme will be needed for the whole Pan-European region, 
including the Euro-Mediterranean and Africa.  

Will this be enough? No. Winning the war, achieving a peace deal and rebuilding 
back better will be the most urgent and pressing objectives. But winning the peace 
and creating the structural conditions for building lasting security and sustainable 
development will be equally important, if not more. We should not make the same 
mistakes that were made after we won the cold war. We should be inspired by the 
visionary example of the Ventotene Manifesto.  We find there a clear indication in 
simple terms of what are the goals and the prospects for the Ukrainian people after 
the war: access the EU, share with the other European nations a future of freedom, 
prosperity and peace. This vision unequivocally shows the way forward. This is what 
the Ukrainian people fight and put their lives at stake for. That is what the Ukrainian 
Government has asked with its accession request. I believe that there is a 
widespread sentiment and an overall orientation of the public opinion to respond 
positively to this noble aspiration, opening the way to candidate status and when 
the time comes to accession. The EU leaders must take the necessary political 
decisions in that direction. But at the same time, they must carefully and urgently 
consider the fundamental implications of opening the accession channel. In 
particular they will have to embark on a bold programme of EU governance 
reforms. Discussion on governance reform has been going on for a long time, but 
the war and the related policy challenges require now to move and act with 
determination. 

 

12.  EU Governance Reforms  
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The EU is facing a policy agenda that requires an in-depth reform of its governance 
structure. The new security challenges; the related investment in economic recovery 
and reconstruction; the Pan-European and Euro-Mediterranean integration process; 
the preparation for a new wave of enlargement; the strategic Europe-Africa 
neighbourhood relations, etc. Such an ambitious set of policy targets cannot be 
carried out within the existing constraints of multilayer weak governance that we 
inherited from the past. A leap forward is required. 

In previous crises the need for reforms had already clearly appeared. But the 
“confluence of calamities” (Georgieva) underway give such reforms now a new sense 
of urgency. We will have probably to rely on a vanguard of lead countries and a 
reinforced cooperation procedure. We must review the rules of unanimity voting 
because we cannot proceed based on multiple veto powers. If progress is made, we 
assume that more and more countries would join in. 

We sum up such governance reforms in 6 headings, leaving aside details and 
necessary explanations. 

i. Enlargement procedures. With Ukraine, also Moldova and Georgia have 
expressed their willingness to join in. Other countries’ applications or 
aspirations are already in the pipeline. Procedures have lost credibility, subject 
to bureaucratic box-ticking, political manipulations and whimsical public 
opinions. The EU reputation and its values have been undermined in the eyes 
of the aspiring populations. It is necessary to review those procedure to make 
sure that they maximise the transformative power of joining the EU.   

ii. A Federal Executive Power. A Union of several member States can only 
function with a credible, substantial and effective federal governance 
structure. This implies continuing to transfer sovereign prerogatives from the 
State level to the Federal one. Not only monetary policy, competition, 
agriculture, trade and other community domains, but also, defence, foreign 
policy, energy, health and finance. This will imply sacrificing certain cherished 
national prerogatives. Think of what it meant for Germany to give up their 
Deutsche Mark in the name of the Euro. And think what would mean for the 
French to share their nuclear deterrence and permanent seat at the UN 
Security Council. But the gain for each and all countries from sharing sovereign 
prerogatives will be immense, and in any case, there is no alternative. Some 
smaller countries might need more time and effort to find the strength and the 
courage to take such momentous decisions; it is understandable: We probably 
would have to proceed speedily with only a vanguard of a few responsible 
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countries. But the time to decide is now. There is no room for delaying or 
compromising tactics. Let us not forget that there is a war in Europe.   

iii. More democracy and accountability. Democratic institutions have made great 
progress in the EU at the federal level. The European Parliament and the 
Council (the two Chambers) are democratically elected and work effectively. 
We might have to strengthen the democratic accountability of the European 
Commission, if it has to function as an effective and representative government 
institution (e.g. the President of the Commission elected by the citizens?). 

iv. A Single Foreign Policy and Defence. The strategic compass is a good start, but 
only a beginning. The war shows how this question is important to-day. But it 
is even more important for the future, as we will have to face the threats of the 
different Putin’s that might appear on the horizon. The key countries should 
take the political leadership on this issue.   

v. A Common Migration and Border Control Policy. The war has shown how 
important it is to proceed together on this front. The hesitations and the 
populist blackmails of the past have appeared out of tune and time vis-à-vis 
the scale of the humanitarian tragedies underway in Ukraine and the need to 
show the human face of European power. 

vi. Complete the Banking Union and the Capital Markets Union. These are 
projects that were conceived and designed after the sovereign debt crisis, 
that is two crises ago. For some aspects they are at the last mile of their 
completion, for other much more needs to be done. The time is ripe to bring 
the working site to an end and move on. With spirit of compromise and 
pragmatism. But also, showing leadership and determination. 

We mention these six points to give an example of what internal adjustment is 
required of the EU institutions if Europe wants to be credible in her commitments to 
security, Ukraine and the other pan-European players, and in its understanding of 
the new geopolitical scenario. We believe that the post-Covid and post-war recovery 
will provide a great opportunity to make progress not only on relaunching the Pan-
European partnership, but also in creating the internal conditions at the federal level 
for deepening the Union. In other terms, the “Ventotene moment” is inherently 
linked to an “Hamiltonian moment”.  

 

13.  Institutionalising a “European Community of Candidate Countries”  

We mentioned above the possible risks of EU enlargement in terms of more 
burdensome governance and social dumping, and we set those risks against the 
benefits of the transformative power of joining the EU. A way to go in minimizing risks 
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and maximizing benefits is to structure the accession process in stages, phase in the 
accession gradually rather than in one go. Considering for instance the Western 
Balkans, the first stage would consist in putting in place the Common Regional 
Market. A second phase would be to integrate the countries involved into the 
revamped and reorganised EU. 

An interesting version of such a process could be gauged from President Macron’s 
idea of a “European political community” aired at the European Parliament in May 
2022. It would be better to call it a “European Community of Candidate Countries” to 
clarify that this organizational setting is not an alternative to enlargement, but rather 
an anti-chamber, a waiting room of probationary membership, and an instrument for 
the EU to support the speeding up of accession. Countries would reap considerable 
benefits from being in that group, e.g. the opportunity of regularly meeting EU 
member countries and other candidates at technical and political level, the provision 
of training, technical assistance on European standards, incentives, etc. The 
participation in this Community would give candidate countries a symbolic and 
concrete encouragement to undertake reforms, avoid moral hazard and progressively 
fulfil the conditions to attain full membership. At the same time, on the side of the 
EU, belonging to the same Community would show that achieving accession and 
succeeding in fulfilling the conditions is in the EU interest, and therefore member 
countries are prepared to help as much as possible. Failure to accede is not only a 
problem for the candidate country, but a failure for the EU. It would also convince 
recalcitrant EU members that applicants would not backslide or diverge from 
commitments. Phasing the accession process ensures that we fully exploit the 
transformative power of EU membership, by means of conditionality engagement and 
inclusion. A transformative power that should operate both during the accession 
process and afterwards. A transformative power that applies both to candidate 
countries and old EU members. 

Being in the Community would be associated with the benefit of eligibility to the post-
war Pan-European Recovery and Resilience Programme that we mentioned above. 
This programme should have special provisions for the candidate countries 
community. It should also aim in fact at promoting economic convergence with the 
EU, preparing accession and carrying out the related reforms. We have seen how 
powerful a mechanism like the Next Generation EU can be to stimulate reforms. The 
Programme should give an opportunity for engaging with those countries (in Eastern 
Europe, the Caucasus, Central Asia and the Euro-Mediterranean) that show 
attachment to the European identity and aspiration to join and are prepared to pay 
the price of candidacy in terms of defending EU core values, related for instance to 
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the war in Ukraine. In sum, this part of the Programme, or separated complementary 
program, dedicated to accession candidates, should be comprehensive and involve all 
countries in the Pan-European space that wish to be “candidate” and qualify, which 
means that eligibility to this part of the Programme should be conditional to 
meaningful reforms and shared values including basic freedoms and the rule of law. 
A kind of social contract for a real extended “European political community” 
(Macron). 

 

14.  From Billions to Trillions: The Key Role of the Financial Sector for the Green 
Digital and Security Transitions 

Bridging the financing gap in the whole Pan-European space and in Africa vis-à-vis the 
huge needs for investment in infrastructure, innovation, the green and the digital 
transitions, food security, social safety nets, etc. requires a massive amount of 
financial resources. Resources must be provided not only as a response to crisis and 
on an ad-hoc and emergency basis, but as a permanent feature of a sustained and 
sustainable long-term development process. For this reason, but also for reasons of 
efficiency, transparency and innovation, the private sector, the market economy, and 
the financial sector in primis, has a fundamental role to play. Both in the recovery and 
reconstruction phase and in the post-war long-term development and geopolitical 
scenario.  In a first instance for the provision of liquidity credit and financing in a 
public-private partnership mode, to prevent the collapse of the economy. But then 
later for financing investment and innovation and managing the needed transfer of 
resources from declining or unviable activities to the new business, new jobs, new 
incomes of the future. That is why the financial sector should be a major component 
of support Programmes and of the vision itself of Pan-European Euro-Mediterranean 
and Euro-African integration.  

The driving role of the financial sector in the post-Covid 19 and post-War recovery 
has been shown by the growing number of initiatives of the EU financial 
communities. The keen, and growing, interest for instance of the Italian financial 
community towards Eastern Europe, the Euro-Mediterranean and Africa has been 
reflected in the initiatives of the Italian Banking Insurance and Finance Federation 
(Febaf). Such initiatives bode well for the future of financial integration in the pan-
European space. 

It is not only a question of banking. It is also insurance, whose role finds in the 
region a fertile ground of application (e.g.in health systems and health reform, 
public-private protection mechanisms against new and global risks, institutional 
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investment requiring a long-term and “patient capital” approach, etc.). It is equity 
capital and support for listing (as an alternative to debt), for which deep transparent 
and integrated capital markets are a necessary condition. It is private capital, whose 
complementary role in financing is unreplaceable when dealing with high risk and 
high value investment, start-ups, scale-ups, frontier and disruptive innovation, and 
new business challenges. It is pension funds or health funds, shelter of long-term 
savings, and catalysers of long-term investment.  

 

15.  Russia in the Post-War Pan-European Scenario 

The Russian Government started this war. It bears therefore great responsibilities 
for the destructions, the pains, the displacements and the casualties. A deep scar 
has been inflicted into the conscience and heart of the European family of nations, a 
blow to European values and a barrier to relations and dialogue. In the spirit of 
Ventotene, we are confident that in the end European values will prevail, the 
generous resistance of the Ukrainians will be rewarded, and those responsible for 
the aggression and its tragic consequences will be held accountable. 

But we should not forget that after the Ukrainians, it is the Russian people and the 
Russian economy that have also been the victims of this war. In terms of loss of 
lives, wounds, loss of resources, credibility and reputation. So, what role do we 
envisage for Russia in the future of the pan-European space?  

Certainly, the war has created a divide that is not only economic, but also social, 
diplomatic and indeed ethical, and that divide is here to stay until the massive 
breach of Russia’s international obligations is stopped and remedied.  

However, we believe that once the war is over and settled, Russia should be 
engaged and have a place in the pan-European space. That was the vision of 
Ventotene for the warring nations in post-war Europe. Russia should be involved in 
the arrangements and the programmes of post-war reconstruction pacification and 
development, and actively participate in them. Russia is a big and rich country. It has 
enterprising and clever people. It has great experience in science, international 
relations, culture and technology and strong links in many parts of the Pan-
European region. It is a nuclear power and has a permanent seat at the UN Security 
Council. 

For all these reasons, and many more, Russia should be fully involved in the process 
of Pan-European integration and actively contribute. It will be in her interest and 
everybody else’s interest. We should reserve a seat for Russia at the Pan-European 
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table and hope that sooner rather than later she will join the family of civilized 
European nations, viable market economies and liberal democracies. 

 

16.  Winning the Peace: Recovery, Reconstruction, Pan-European and Euro-
African Integration.  

Summing up, the following ideas stand out as the next steps, which should be set in 
motion as an outcome of our reflection: 

1.  A Pan-European Post-Covid and Post-War Recovery and Resilience Plan (and 
Fund) should be launched by the EU as a gesture of solidarity at this critical 
juncture and support for urgent growth- and integration-enhancing reforms 
needed in the whole Pan-European region. The Plan should obviously focus 
and target first Ukraine that has been the most affected player. But it should 
then include all the countries of the region that suffered the spill-over effects 
of the war and the pandemic. This means the whole of the Pan-European 
region, the Euro-Mediterranean and Africa. Drawing on the parallelism with 
the NGEU, the programme should be based and conditioned on governments 
engaging in reforms, committing to European values and democratic 
principles. Intervening now has a double advantage: it gives a strong signal to 
the peoples and public opinions of the whole region that the EU is not a 
distant and reticent entity, but rather a partner capable of empathy and 
concrete help. Besides, such an effort, and its budgetary implications, would 
appear fully justified in the eyes of the EU population, because it is an 
extraordinary measure that responds to a dramatic shock that has hit more 
hardly the most vulnerable communities. 
 

2. The accession process should be unblocked. For all the countries of the Pan-
European region, including the Euro-Mediterranean, that qualify. This implies 
first and foremost doing away with all internal EU political resistance and 
propaganda that is motivated by prejudice, political opportunism, and anti-
enlargement rhetoric. Enough with the enlargement fatigue! Making the 
enlargement the scapegoat of all what does not work in the EU has been an 
exercise of irresponsible leadership and has paved the way to an escalation of 
anti-immigration fanatism and ultimately anti-European radicalism. We have 
in this paper endorsed the suggestion of a two-step procedure, that relies first 
on the establishment of a “Community of candidate countries” that are going 
to be supported in their efforts to comply with accession requirements and 
given a signal of special friendship. But whatever mechanism is chosen, 
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opening to accession of possible candidate countries, provided conditions are 
met, should not be a taboo anymore. This is in the interests of all and each of 
the country of the Pan-European space, both EU and non-EU, and has become 
particularly salient and urgent after the invasion of Ukraine and will be 
needed in the post-Covid and post-war Europe.  
  

3. An additional program specifically targeted to candidate countries should be 
set in motion. It could be seen as a complement or part of the Recovery and 
Resilience Plan mentioned above. It should provide support to the 
“Community of candidate countries”, stimulate reforms and help adjustment 
and adoption of EU standards and adherence to European values.  
 

4. A specific innovative stabilization mechanism for Africa aimed at addressing 
the most urgent needs of debt restructuring, balance of payments financing 
and sustainable recovery. We illustrated above the possible features of such a 
plan. It should envisage the participation of the private sector and the 
channelling of SDRs. It should support the countries in a meaningful 
integration process designed after the experience of the Eurozone and the 
ESM. 
 

5. For financing all those plans the EU should draw on the positive lessons 
learned from the Next Generation EU: in particular, conditionality on 
mutually agreed structural reforms, issuance of common debt and 
involvement of the private sector (institutional investors, banks and insurance 
companies). There should be no objection to this form of financing 
considering that both the Covid and the war shocks were totally exogenous, 
and therefore no moral hazard nor monetary financing is involved. The EU has 
considerable fiscal capacity (EU debt is low and ratings high, not to speak of 
the high demand for EU safe assets), whereas many individual EU members 
have still to deal with the debt overhang and follow tight budgetary rules. 
 

6. The EBRD, being the multilateral development Bank of the Pan-European 
and Euro-Mediterranean space, should strengthen and make more organic 
its links with the EU and its institutions, and the Union for the 
Mediterranean (UfM) and its member countries, and Africa. It should be 
perceived more as the reference Bank not only for Eastern Europe but also for 
the UfM countries. The EBRD shareholders should issue a strong political 
statement to declare that the Bank has its doors open for access to the UfM 
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members that are not yet EBRD members (such as Lebanon, Algeria, 
Mauritania, etc.) and that qualify for membership. Now, there are already six 
Mediterranean countries that have joined (Egypt, Israel, Jordan, Morocco, 
Tunisia, Turkey). It will have to engage more in Africa and for that purpose 
enter into a special relationship with the African Development Bank.  
 

7. The ESM should be reformed and become a fully-fledged European Monetary 
Fund for the whole Pan-European region, working in close partnership with 
the IMF. It will have to have a priority orientation towards Africa, in support of 
African development. In that orientation, it should promote inspiration advice 
and innovation in addressing the debt and development financing and the 
balance of payment requirements of African countries, acting decisively for 
instance in the special public-private Programme/Fund we propose to finance 
the post-Covid post-war recovery and sustainable transition in Africa. It will 
have therefore to cooperate closely with African institutions, the African Union, 
the private sector and African governments.  
 

8. Finally, the bilateral and multilateral dialogue between the EU financial 
communities and those of the Pan-European region, including Eastern 
Europe, the Euro-Mediterranean, and all our African neighbours, should 
continue and intensify. The Italian financial community, represented by Febaf, 
is strongly committed to this dialogue, and intends to strengthen and extend it 
as far as possible. Such dialogue should aim at improving reciprocal knowledge, 
promoting partnerships and explore opportunities for cross border 
relationships and activities and for integrating banking insurance and capital 
markets in the whole region. Partnership of private financial communities with 
Development Banks and multilateral financial institutions should also be 
strengthened to promote cross-border financial activities and integrated 
capital markets. It is not -or not only- a question of leveraging private market 
resources and unleashing the potential for sustainable financial investment. 
The general principle that should be brought home is that ultimately it is the 
market and the private sector that has the leading role in financial investment 
and integration. And it should take therefore the driving seat.  

 

*Rym Ayadi, European Banking Authority – Banking Stakeholders Group, Euro-
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and Finance federation, Luiss. G. Carli University of Rome; Goran Svilanovic, former 
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