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“It is not because things are difficult that we do not dare,  
it is because we do not dare that they are difficult”  
(Seneca) 

This volume discusses the financial challenges that Eastern Europe and the Pan-Euro-
pean region are facing in the Covid Era. It collects several contributions prepared in 
connection with the Trieste Eastern Europe Investment Forum that the Italian Banking 
Insurance and Finance Federation (Febaf) organized in cooperation with the MIB Busi-
ness School in June 2020. The role of banks, insurance companies and financial mar-
kets is key to providing not only liquidity and emergency support, but also supporting 
the recovery and the transition to a more resilient and sustainable economy and society. 
The economic and financial integration of the EU with Eastern Europe and the whole 
Pan-European region is both a pre-condition and an outcome of greater stability and 
sustainable development. The book discusses a number of steps and initiatives towards 
the establishment of a Comprehensive Pan-European Economic Partnership that rep-
resents the outer circle of “wider European integration”. Within such a  Comprehensive 
Pan-European Partnership, investment and the financial sector take a driving role. 
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Introduction 

PAOLO GARONNA, FRANCO DELNERI, FEDERICA SEGANTI* 

This volume collects several papers and contributions prepared in connection with, 
or as a follow up to, the Trieste Eastern Europe Investment Forum and to other ini-
tiatives and webinars that the Italian Banking Insurance and Finance Federation 
(FeBAF) organized on the topic of the Pan-European economic and financial inte-
gration, i.e. the process linking the European Union to eastern Europe and the Euro-
Mediterranean region. The Trieste Eastern Europe Investment Forum was organized 
by FeBAF in cooperation with the MIB Trieste School of Management in 2020. The 
red thread linking together the different papers is the common perception of the need 
for setting in motion a Pan-European process of integration, a holistic and multidi-
mensional process that brings together all the components of the European “fami-
ly”, and the belief that the economic and financial dimensions of this process rep-
resent a driving force and a leading component.  

In February 2020, the European Commission presented its proposal for a new 
enlargement methodology. “The whole process needs to be more credible, more pre-
dictable, more dynamic and more political”, stated the European Commissioner for 
Neighbourhood and Enlargement, Olivér Várhelyi, while presenting the Commission’s 
proposal. The purpose of the proposal is to re-establish a credible perspective for the 
EU accession of the countries of the Western Balkans. The reform of the enlargement 
methodology is an ongoing effort and provided an important political signal. It kicked 
off in fact in the autumn of 2020 in connection with the failure of the European Coun-
cil to open accession negotiations with North Macedonia and Albania, which had had 
a very negative impact on the public opinions of the region. The disappointment was 
particularly acute in North Macedonia, which concluded in 2019 an historic agree-
ment on a name change to placate Greece. That was the time therefore to provide 
a realistic path towards accession for these countries, overcoming mistrust and the 
sense of frustration and discrimination prevailing in many candidate countries.  

* Paolo Garonna is Professor of Political Economy at the Luiss Guido Carli University of Rome 
and Secretary General of FeBAF.  
Franco Delneri is CEO of DAMM Management & Marketing doo, Belgrade and Senior Advi-
sor for International and European Affairs of FeBAF.  
Federica Seganti is the Programme Director of the Master in Insurance & Risk Management 
(MIRM) at MIB Trieste School of Management. 
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10 covid era finance in eastern europe

On 10 November 2020, at the Berlin Process Summit, the European Commission 
welcomed the commitment expressed at the summit in Sofia by the Western 
Balkan leaders to further strengthen regional cooperation as a way to advance on 
their European path. The region’s positive response to the Economic and Investment 
Plan, its commitment to enhanced connectivity and endorsement of key initiatives 
such as the establishment of a Common Regional Market, the launch of a Green Agen-
da for the Western Balkans and further support to Roma integration represent pos-
itive developments that help accelerate the post-pandemic recovery and spur sus-
tainable economic growth. 

The President of the Commission, Ursula von der Leyen, said ahead of the sum-
mit: “The Western Balkans is an absolute priority for my Commission since my very 
first day. The region’s future is in the European Union. 2020 has been a challenging 
year but we firmly stood together. Our Economic and Investment Plan recently adopt-
ed will speed up the economic development of the Western Balkans and it will boost 
its convergence with the European Union, support the implementation of fundamental 
reforms and bring the region closer to the EU single market. This plan can help you 
to change the daily lives of your people and the business of the region four to five 
years from now.” 

The initiatives endorsed in Sofia build on commitments previously taken by the 
region at the EU-Western Balkans Summit in Zagreb in May 2020. They have been 
also supported by the Economic and Investment Plan for the Western Balkans adopt-
ed by the European Commission on 6 October 2020. This plan aimed to mobilise up 
to €9 billion of EU grants to speed up the region’s socio-economic recovery from the 
COVID-19 pandemic and accelerate its economic convergence with the EU. In ad-
dition, it foresaw a new Western Balkans Guarantee Facility, which can raise a vol-
ume of investment of up to € 20 billion. 

  
The Pan-European Perspective 
 
Why do we focus on the Pan-European perspective? And what role investment and 
financing can play therein? 

As always, what happens in the Balkans does not all come from the Balkans, nor 
does it remain in the Balkans. 

On 1st January 2021 Brexit eventually materialized. The European Union has 
lost a big and important member. The UK in turn has embarked on a stand-alone jour-
ney fraught with uncertain threats and likely disappointments. New partnerships must 
be created, built on the ruins of the ones that have been destroyed.  

Other European and global players have been actively engaged in the region. Even 
though Russian aid seemed at first to be promoted less and appeared less visible dur-
ing the pandemic, compared with previous natural disasters, the Russian-developed 
vaccine can potentially provide a significant leverage for Russia.  

Less determinedly, but getting itself more and more deeply entrenched every day, 
China has advanced inside the continent from the edges, gaining a strong foothold 
for its trade and investment, acquiring strategic assets, providing or promising loans 
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under terms that are different from the standards conditionalities of the EU and oth-
er international financial institutions.  

Chinese investments do not necessarily are antagonistic to EU integration. There 
are several areas where cooperation is promising (e.g. infrastructure). However, is-
sues concerning the application of the rule of law, democratic values, standards of 
transparency, excessive indebtedness, and possible political dependencies remain, 
creating sometimes frictions and sometimes mistrust.  

Gulf monarchies have also entered the Western Balkans and invested in the so-
cial infrastructure (roads, schools, hospitals).  

The relationship with Turkey has significantly deteriorated. On the one end, its 
Government seemed to take a transactional and even confrontational attitude, un-
dermining its status as a candidate country and as a future EU member state. On the 
other, several initiatives of EU member states, take for instance the so-called Berlin 
Process, by singling out the six western Balkan countries of the region have cut out 
Turkey from the group risking isolating her and encouraging neo-Ottoman sensitivities. 
Nevertheless, Turkey has kept promoting its commercial interests in the Balkans en-
ergetically. Its influence therefore has become more evident – and not only in the West-
ern Balkans, since the EU’s dependence on Turkey for managing immigration has be-
come more important.  

The flicker of hope of the Arab Spring uprisings that began in late 2010 was un-
fortunately quickly followed by disillusionment, restored autocracies in some 
places and by turmoil and chaos in others. 

The 2016 election of Donald Trump as U.S. president has not made things eas-
ier. His disdain for alliances and multilateral cooperation, aggressive trade policies, 
and open dislike of European integration has put into question the importance of the 
old transatlantic partnership for the region of Eastern Europe. But the new US Pres-
idency of Joe Biden has given new impetus and thrust to the alliance and opened the 
way to new initiatives that involve the US in the region and contribute to regional 
and global stability and growth.  

At the FeBAF’s Rome Investment Forum of December 2020, Mark Sobel, from 
the Advisory Council of the Bretton Woods Committee expressed eloquently the trust 
that “multilateral relations will drastically improve with the new US Biden admin-
istration. The news is highly positive”. 

Looking back to the events of the last 10 years, we see that a number of funda-
mental assumptions about the EU’s view of its place in wider European region, and 
in the world have to be redefined. The starting point of this redefinition is the aware-
ness that the context in which the European integration processes are taking place 
has fundamentally changed.  

  
EU’s Eastern and Southern Partners 

 
Although the resources mobilized are relatively abundant, the approach towards the 
EU’s eastern and southern partners has proved to be on the whole ineffective. This 
has called into question the results of the European Neighbourhood Policy (ENP) in 

11introduction
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12 covid era finance in eastern europe

its entirety, as agreed actions to address migratory flows and terrorist threats, such 
as the Europe-Turkey Migrant Agreement, took place mainly outside the framework 
of the ENP de facto weakening the impact of Community policies in favour of in-
tergovernmental ones. Another case in point are the relations of the EU with Ukraine, 
Moldova and Belarus. 

2020 should have been an important time and occasion for relations between the 
EU and its eastern and southern partners to develop and intensify. Not only because 
2020 marked the 25th anniversary of the Barcelona Declaration, but also because 
the EU was focused on the strategic programming of the new “neighbourhood, co-
operation to development and international cooperation instrument” (NDICI). The 
latter has merged most of the existing external instruments, and correspondently also 
merged the relative financial resources. In the instrument, the Commission includ-
ed measures to promote greater investment, for example through the “European Fund 
for Sustainable Development” as well as a Guarantee Fund on external action, with 
the aim of enabling the EU and the EIB to promote private and public investment by 
partially hedging investment risks.  

In July 2020, after negotiations that lasted four days and nights, the EU heads 
of state or government endorsed the long-term budget or Multiannual Financial Frame-
work, and with it the Next Generation EU. On 10 November 2020, the agreement 
was sealed with the endorsement by the European Parliament. The last step of the 
process took place on 17 December 2020, with the final adoption of the 2021-2027 
package by the Council of the European Union. The regulation provided a long-term 
budget of € 1 074.3 billion for the EU27 at the 2018 prices, including the integra-
tion of the European Development Fund. Together with the “Next Generation EU” 
recovery instrument of € 750 billion, the budget allows the EU to provide an un-
precedented € 1.8 trillion of funding over the coming years to support recovery from 
the COVID-19 pandemic and the EU’s long-term priorities across different policy ar-
eas. Therefore, the advent of the coronavirus represented a new test for the deter-
mination of the EU to make progress in its economic integration. Therefore, the pan-
demic was a “game changer” for the EU.  

But the crisis did not bring about a corresponding change in the support of the 
resilience of our eastern European and Euro-Mediterranean partners and in the abil-
ity of the EU to continue to be influential in those regions. Instead, the EU gave the 
impression of having a sort of rethinking of its level of ambition in the relationship 
with its near abroad. The EU bloc appeared overwhelmed by the need to face up to 
the internal economic crisis that hit the continent.  

Most of our European partners in the East and the South of the Pan-European 
space have fragile health infrastructures, not to mention the economic and the financial 
ones. The economic consequences of the crisis we felt in the EU were also strongly 
felt in Eastern Europe and especially the Mediterranean region, where actually the 
impact was much worse than in the EU Member States. Those countries were totally 
unprepared and unable to mobilize a correspondingly adequate response up to the 
level of effort needed to get out of the negative spiral of the shock.  
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The EU has shown to be quite reactive and comprehensive in its response to the 
coronavirus epidemic, even though unfortunately the problem of the absorption ca-
pacity of the huge money flows by the economic and productive systems of the Mem-
ber States remains relevant. The contrast with the response in the countries of East-
ern Europe and the Euro-Mediterranean could not be sharper and more dramatic.  

The Western Balkans countries enjoyed relatively robust GDP growth from 2015 
onwards peaking in 2018, when it hit 3,9%. Economic growth led to job creation, 
making unemployment rates decline to historically low levels. Despite that, the con-
vergence of the region with the EU average did not show a significant improvement. 
It is a very slow and irregular process. Great structural weaknesses remain in the lo-
cal economies. The Western Balkan “growth model”, based essentially on consumption, 
looked quite vulnerable already before the Covid19 crisis. The outbreak of the glob-
al pandemic interrupted suddenly the fragile momentum of economic growth in the 
region.  

Expectedly, the consequences of the Covid19 crisis for the Balkan economies were 
severe and dramatic. If left without significant external financial support, the so-
cioeconomic situation in the region will quickly deteriorate further. Consequently, 
not only living standards will worsen as unemployment rates rise again, but even more 
dramatically, the economic shock could be followed by further democratic backsliding 
and social instability.  

At the time of the Coronavirus pandemic, the shared destiny of the Western Balka-
ns and the EU has become more apparent and concrete than ever. That is why we be-
lieve that this moment should be seized as an opportunity to face up to the common 
threats and weather the current hardship together, making people feel they are part 
of the same community, and strongly motivating Governments to speed up the re-
form process and create the conditions for fully integrating the region within the EU.  

  
Do the EU peoples and the Eastern Europeans have other options?  

 
Not really. All those peoples have their population in Europe. Their economies are 
inextricably linked with one another. Their societies have a perceived European 
identity and have been gradually converging towards the European model for sev-
eral years. In the current competitive context though, failure to act together res-
olutely and fast could amount to a dangerous backtracking on previous expecta-
tions and commitments that could take many hard years to redress. Faster 
progress towards the future membership of the Western Balkan countries in the 
European Union is therefore more important than ever. The European Union has 
repeatedly stated that it remains firmly committed to this goal, as demonstrated 
in March with the endorsement of the revised enlargement methodology and the 
decision to open accession negotiations with Albania and North Macedonia. But 
further progress in the enlargement process by the other countries of the region 
is also needed.  

Moving forward on reforms and cooperation is essential for another reason: over 
the past years, the Western Balkans have experienced a challenging migration cri-

introduction
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14 covid era finance in eastern europe

sis. The “brain drain” of often highly skilled people towards the European Union is 
a serious problem for the long-term development of the region.  

One positive outcome so far has been the support of international organizations 
in helping Western Balkan countries to deal with the fallout of the pandemic. The 
IMF agreed to Rapid Financing Instruments (RFIs) for Albania, Bosnia and Herze-
govina, Kosovo, and North Macedonia in April 2020, and for Montenegro in June. 
Support for the region has also come from the EBRD, the World Bank, the EU, and 
other important international Institutions.  

However, the pandemic is likely to make many challenges even more difficult to 
address in the future. Faced with the severe economic fallout of the shock, for ex-
ample, governments must devote large shares of their spending to crisis-fighting, fur-
ther reducing the funds available for important public infrastructure and welfare. 
There is also the risk that the pandemic leads the EU to focus even more on inter-
nal matters, much as happened during the euro area crisis of the early 2010s, reducing 
the focus on the enlargement, giving a further blow to the expectations and hopes 
of the people, creating new divides and fragmentation in the fragile fabric of Euro-
pean society.  
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The Transition to the Post-Covid Economy  
in the Pan-European Region: 

a Crisis not to be Wasted 

PAOLO GARONNA* 

“It is not because things are difficult that we do not dare,  
it is because we do not dare that they are difficult.”  

Seneca 
 
 

1. introduction 
 

The double shock of the Covid-19 pandemic, affecting both health and the econo-
my, has dramatically hit the Pan-European region. In so doing it has unveiled en-
trenched vulnerabilities and new polarizations. The comparative strengths and weak-
nesses of Europe in the new geo-political context, particularly in comparison with 
the other global players, have been laid bare. The sinister celebrations of “Brexit-ac-
complished” at the turn of 2020 and 2021 did not resonate well with the European 
public opinions, including in the UK. They took place in fact in the throes of successive 
waves and unforeseen mutations of a pandemic global contagion that is far from be-
ing brought under control. In the troubled waters of this century’s close interde-
pendences, “going alone” strikes as being a fool-s-paradise and a recipe for disaster. 
Besides, it distracts attention from the need of building credible and resilient alliances. 
There is a sea of difference between heroic individualism, singleness and orphan-
age. There can be no freedom in solitude, no independence in isolation. A lesson that 
hopefully is being brought home in many corners of the world, from post-Trump Amer-
ica to Asia, from Israel to Africa, and most noticeably in Europe.  

1. Paolo Garonna is Professor of Political Economy at the Luiss G. Carli University of Rome and 
Secretary General of the Italian Banking Insurance and Finance Federation (FeBAF). I grate-
fully acknowledge comments and precious advice from F. Delneri, R. Edwards, A. Gomez de 
Agreda, F. Mazzaferro, A. Iozzo, G. Svilanović and D. Sugranyes Bickel. I have also drawn on 
contributions provided in several webinars organized by FeBAF in 2020 with the participa-
tion of S. Ambrosin, H. Ben Hassine, L. Cirinnà, T.Coratella, M. De Andreis, F. De Luca, A. El 
Karm, E. Farris, G.M. Gros-Pietro, M. Meliconi, F. Palanza, S. Pedrazzi, E. Quattrociocche, G. 
Rizzuti, R. Signorini, L. Zannier. I thank F. Bassanini for his comments and for passing on to 
me interesting documentation on the Milhaud Commission, of which he was a member. Of 
course, all remaining errors and omissions are my own responsibility. The views expressed 
in this paper are only mine and do not necessarily reflect those of the related institutions.
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16 covid era finance in eastern europe

The turbulent turning point reached in US politics sends us a glimpse of hope (amid 
many shivers): after coming to terms with the severe long-term damage done by the 
outgoing administration, the US can, and will re-engage with its historic allies at the 
international level, which promises well for the reconstruction of some kind of glob-
al order. But this remains a formidable challenge. It implies a long and difficult road 
ahead of mending fences, healing wounds, and picking up the threads of our obso-
lete multilateral system. A system that cannot be simply patched up back together 
but will have to be reinvented. 

The new world that is taking shape as we get out of the Covid tunnel appears to 
tilt conspicuously towards the East. It is in Asia that the response to the pandemic has 
been most effective. See for instance the success in countries like Korea, Japan, Sin-
gapore and China in terms of testing and tracking the infection, and therefore targeting 
remedial action. Equally effective has been there the effort of containing and man-
aging the damage to lives and livelihoods. In Asia, the economic recovery and the so-
cial reactions have proved more rapid and vigorous. Hence, the impact on trade growth 
incomes and jobs has been less acute. The conclusion in 2020 of the Regional Com-
prehensive Economic Partnership agreement, involving all the major economies of 
the region (except India), has sent a powerful and concrete signal of the determina-
tion of Asia to pursue trade and investment liberalization and economic integration. 

Europe has shown to be well placed to do its part in this challenging context. In 
the eye of the storm, it managed to hold up remarkably well. It showed moderation 
and ability to exercise soft power. Facing up to resurgent protectionism and trade wars, 
and in contrast with the adventurous protagonism of several players, Europe 
stayed the course upholding its values and long-term perspective. She did not fall 
into the “Thucydides trap” of considering each competitor, particularly the successful 
ones, as threats or “systemic rivals”. She was bold enough to take, in response to the 
unprecedented crisis, 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 individu-
al small fragmented and inward-looking European nation-States (see Leonard and 
Shapiro).  

There is however a significant black spot in the sky of the European constella-
tion. It is not a new one, but one that we have often stigmatized and analysed (see 
for instance Garonna 2020). It is the EU’s timid and inconclusive approach to her near 
abroad, the Europe of Eastern Europe and that of the South Mediterranean. I refer 
here to the policies that the EU must unfold to match the challenges coming from 
the whole and the specific parts of the Pan-European space, its own space. Europe 
has shown that she does not have a long-term vision and a credible approach towards 
the pan-European space, and most notably towards the “peoples” of the East and of 
the South of that space. Which amounts to saying that Europe does not have a vi-
sion for Europe, and the future of Europe. 
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In this paper I will briefly review the “unfinished business” of South Eastern Eu-
rope, and the “interrupted business” of the Euro-Mediterranean. In spite of the con-
siderable differences within and across, these areas – I believe – should be consid-
ered together. 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 “wider Europe”, i.e. another dimension of Eu-
rope, having a legitimate claim on the common culture, identity, attractiveness and 
destiny of the same “Europe”, from which the EU draws hers.  

The pandemic has created in Europe new divides and new inequalities that have 
piled up on top of the frustration disappointment and incomprehension generated 
by the failed convergence and integration policies of the past two decades. But the 
same pandemic crisis has also given the opportunity of a wake-up call and a leap for-
ward of responsibility and solidarity. This opportunity should be seized upon in a 
world where the EU can and should become protagonist in the construction of a new 
global order, starting from its own backyard or better starting from Europe itself. The 
paper then discusses a number of steps linked to the pandemic-age recovery that would 
represent a building stone for the construction of the outer circle in the concentric 
circles structure of European integration. I called it a Pan-European Comprehensive 
Economic Partnership and gave the financial sector a driving role in it. 

The situation in the Mediterranean has become even more dramatic. For a lot 
of reasons, among which I single out and discuss in this paper the gradual phasing 
out of the concept and the perspective of the Euro-Mediterranean integration, i.e. 
the “betrayal of the Euro-Mediterranean” by the EU. I argue and make a strong plea 
for exhuming the Euro-Mediterranean approach and investing on it as a priority. In 
the absence of the Euro-Mediterranean perspective, the southern shores of the Great 
Sea have “returned to Africa” (see Dworkin). I argue that the Euro-Mediterranean 
perspective should not be seen as an alternative or in opposition to pan-African or 
Afro-Mediterranean integration. The latter should be strongly supported by the EU, 
but it is undeniable that the Pan-African perspective amounts to a much more com-
plex long-term and challenging endeavour and should not take precedence over the 
more urgent EU commitment to the Euro-Mediterranean. Monetary and financial 
stability, public indebtedness, payments, constrained fiscal capacity, climate degra-
dation, social polarizations and conflicts, require deeper and wider intervention. I 
discuss therefore the need for a Pan-European Monetary Fund and a Pan-European 
Development Bank.  

After reviewing the discussion in the past on the establishment of a Euro-Mediter-
ranean Development Bank, I conclude that this role has now been taken authorita-
tively and credibly by the EBRD. But to make it more effective and inclusive, a sig-
nificant reform of that institution is required. 

Above all, integration requires the development of cross-border banking insur-
ance and finance at the pan-European level. To that purpose the bilateral and mul-
tilateral dialogue between the financial communities of the EU, Eastern Europe and 
the Euro-Mediterranean should be further intensified and fully exploited.  
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2. eastern europe trapped in midstream 
 

It was particularly the second wave of the pandemic that hit Eastern Europe with 
tremendous and unexpected force. The impact on Covid-exposed sectors, highly rep-
resented 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 ex-
pansions, the fragmentation and under-capitalization of the corporate sector, and 
the limited resilience of household consumption and indebtedness capacity (see Lega-
tum). The outcome was predictably the widening of the gap between eastern Europe 
and the EU, increasing poverty and social polarizations, and creeping resentment 
against the élite, local regional and European, and often the concept of Europe it-
self (see also Freedom House).  

The EU attitude at the peak of the crisis was not able to dispel doubts and re-
sentment. The EU gave ambivalent signals towards Eastern Europe. The troubled open-
ing of accession negotiations with Albania and North Macedonia confirmed the 
grounds for cynicism and the fears that EU accession remains a distant dream, al-
most a mirage. After all enlargement (a word that in EU circles is now carefully avoid-
ed, almost a taboo) is subject to lengthy, bureaucratic and politically manipulable 
procedures. It could be sabotaged by the partisan convenience of any election in any 
of the 27 EU countries (and 2021 and 2022 see elections in Germany and France). 
Moreover, the distance between aspirations and realities has become sidereal 
when confronted with the difficulties that accession poses for Kosovo, Serbia and 
Bosnia. The hardening of the tone and the transactional confrontation with Russia 
and Turkey have confirmed that the stumbling blocks of the negotiation procedures 
are by-and-large political, and intergovernmental, rather than linked to purely eco-
nomic indicators of convergence, reform and popular engagement (see Jolly).  

In this unfriendly climate the concrete help that the EU has provided to the re-
gion, in terms of emergency relief, got very limited traction. So did the promise of 
an “economic recovery package” or “a number of regional investment initiatives” 
mentioned by the State of the Union Address of 2020 (see Von der Leyen). Such eco-
nomic packages are included in the framework of the discredited and ineffective East-
ern Partnership and neighbourhood policies. Sheer palliatives. So, the emphatic state-
ments made in official talks, and included in Ursula von der Leyen’s State of the Union 
address, whereby the “future of the whole region [is] in the EU”, sounded empty 
and cosmetic to the disenchanted ears of the diverse inhabitants of Eastern Europe 
struggling for livelihood and life in the middle of the pandemic. The reality is that 
in that same address, the EC President mentions Eastern Europe basically only in 
relation to the intergovernmental and political conflicts that plague the hot spots 
(“troubled neighbourhoods”) of the region (Brexit, Belarus, Turkey, Georgia, 
Ukraine, the Eastern Mediterranean). The EU approach seems to be dominated ex-
clusively by self-serving security concerns, and migration. If you compare this ap-
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proach with the “charm offensive” of the Governments of China, Russia and Turkey, 
and their often-vocal anti-EU tone, and the opportunist attitude of the local polit-
ical élites, too often ready to play the ones against the others, it is not surprising to 
see that the “European dream” in the region has weakened significantly in the eyes 
of the electorate (see Shopov). The challenges of the post-Covid recovery in East-
ern Europe appear therefore really daunting. Not only for the peoples concerned, 
but also for the future of Europe in the region. Not only in relation to the viability 
of needed, and often painful, reforms, which are at risk of being crowded out by the 
emergency measures, and the economic and social spill-overs of the deteriorating 
situation. But also, and most notably, in relation to the geostrategic and political im-
plications of the recovery.  

 
3. the post-covid opportunities for eastern europe 

 
This picture of backwardness and inconclusiveness of EU policies stands in sharp con-
trast with the new opportunities emerging from the post-Covid transition. The quick 
recovery of the industrial (manufacturing in particular) sector has shown the resilience 
and the flexibility of the global and regional value chains (GVC). Facing the new chal-
lenges, it was shown that there is no going backwards in the trend towards global-
ization. Rather, GVC have been reformulated and adjusted to the new situation (see 
LaCroix). They tend to become shorter, more digital and above all more regional. 
The potential therefore for Eastern Europe to become a hub for the near-shoring of 
investment and technology is enormous and most promising. Its linkages with EU 
manufacturing (particularly in Italy Germany and Austria), its facilities for logistics, 
warehousing, e-commerce and telecommunications, provide precious assets for the 
wave of new investment underway that is spurred among other things also by the 
ambitious recovery and resilience projects in the EU.  

Moreover, the link between health prosperity and sustainable development that 
is key to the success of the post-Covid recovery provides an ideal ground for giving 
Eastern Europe a central place. In the new drive towards the green economy, re-
sponsible investment (ESG), resilient and social infrastructure, the region is strate-
gically placed. In the leading sectors of the Green New Deal, i.e. renewable energy, 
transport, TLC, ICT, bio-science, quality of life, smart services, machine tools, research, 
etc., Eastern Europe can acquire strategic importance and a unique role. From ne-
glected periphery, Eastern Europe could be transformed by the post-Covid recovery 
into the centre of the European infrastructure networks, and therefore the new fron-
tier of stability security and development in Europe. I believe that the size and scale 
of the required investment in the post-Covid adjustment can give the pan-European 
dimension a new centrality. 

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 integra-
tion. At the 2020 Ministerial meeting of the Berlin Process in Sofia, the WB6 endorsed 
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the Common Regional Market Action Plan 2121-2024, with a focus on trade, in-
vestment and digital innovation. The Plan has a strong private sector perspective and 
orientation, which is ensured through close cooperation with the 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 step-
pingstone towards the EU single market. The underlying assumption of this strate-
gy is that integrating those countries among themselves would prepare and facili-
tate 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 however, it has been 
interpreted as yet another delaying factor in the politically charged way to EU ac-
cession. After the disintegration and the bloody conflicts of the 1990’s in this region, 
which left profound scars, such a process is more likely to become a detour, rather 
than a short-cut towards 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 still 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 cri-
sis, the financial sector has been playing a decisive role in the recovery. 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 Eastern Europe 
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 re-
conversion of the real economy of Eastern Europe. This implies addressing old vul-
nerabilities of banking and finance in the region, such as banco-centrism, underin-
surance, weak and illiquid capital markets, market fragmentation or “balkanization”, 
etc. (see Vienna Initiative). More importantly this implies integrating financial mar-
kets 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 flex-
ibility, 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 of Eastern 
Europe. It shows that the private sector and civil society can play a driving role in the 
post-Covid transition, provided public policies create an enabling environment. It gives 
also directions for stepping up efforts and refocus policy and business strategies. 
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4. relaunching the pan-european partnership  
by linking it to the post-covid recovery 

 
“Never let a good crisis go to waste” Churchill said. And the current one is particu-
larly “good”, i.e. tragic and challenging. But how? The best way is to include East-
ern Europe in the extraordinary and creative efforts that the EU is doing to respond 
to the pandemic and support the recovery. “We do not abandon a friend in need” said 
iconically the Albanian Prime Minister when he went to see off the plane carrying 
Albanian doctors and medicines to Italy. Not only is this an opportunity for Europeans 
to overcome hesitations and show solidarity among themselves. But this is also the 
right time to realise that in facing a common challenge deeper integration is a must 
and that therefore the integration process should be pushed onwards. I mean that 
the next generation European Union, and its homonymous framework of programs and 
projects (Next Generation EU or NGEU), should fully include Eastern Europe, its economies, 
its peoples.  

What does this imply? First the accession process for the Western Balkans should 
be credibly relaunched by intensifying preparatory work, setting ambitious timeta-
bles and realistic deadlines, supporting reforms and structural transformations (see 
Varhelyi, and Djankov).  

Second, it should be recognized that the 3.3 billion assistance package and the 
investment and infrastructures plan debated around the EU-Western Balkans Sum-
mit of spring 2020 are not sufficient. Not only in terms of the resources put on the 
table. But above all because stronger, innovative and more inclusive partnership frame-
works are required.  

Third, in a Bruegel paper (see Cameron and Leigh 2020) an interesting idea has 
been mooted: to establish a two steps accession mechanism, whereby eligible coun-
tries would in a first stage be brought progressively into the single market and giv-
en the benefit of participating gradually to recovery and structural funds. In the mean-
time, they would complete the accession negotiations and graduate at a second stage 
to full membership. This first step would be like an anti-chamber, a waiting room of 
probationary membership. This approach resembles that of the Regional Coopera-
tion Council that in the last decade has been promoting first the creation of a Regional 
Economic Area and now the Common Regional Market. The goal has been that of 
preparing the countries of the Western Balkans for EU accession in one go later when 
the time is ripe. 

Let me further elaborate around this idea and propose a rounder and more ap-
pealing approach: i.e., to create a Pan-European Comprehensive Economic Partnership 
(PECEP) with similar aims and functions to the ones described in the Bruegel pa-
per and implicit in the RCC approach. Such a partnership would give a concrete en-
couragement to reforms in the region and convince current EU members that future 
members will not backslide and diverge from commitments (like Hungary and Poland 
have been doing recently). The PECEP would represent the outer circle of European 
economic integration seen as a concentric circle structure. It would cater for the needs 
of those countries that need more time to get in. It could even create a convenient 

the transition to the post-covid economy in the pan-european region

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 21



22 covid era finance in eastern europe

space for countries which consider getting out (which as Brexit shows could be a temp-
tation or a concrete prospect for a few countries). Enhanced assistance for post-Covid 
recovery and reconstruction could leverage on conditionality and be a tool to engage 
governments, and public opinions, in an emulative reform process. In other terms, 
to avoid moral hazard, there would have to be continuous and sufficient encour-
agements and incentives for governments to undertake reforms and progressively 
fulfil the conditions to attain full membership. 

The PECEP would be targeted to fight the pandemic and be considered therefore 
temporary in nature (like the NGEU). It should be open to Russia and discussed with 
it in a peer and open dialogue. It should also aim at including Turkey. It should give 
an opportunity for engaging with those countries in the Caucasus and Central Asia 
that feel and show some concrete form of attachment to the European identity and 
framework and are prepared to pay the price of it in terms of reforms. In sum it should 
be comprehensive, and Pan-European (it should also include some Euro-Mediter-
ranean countries, but on this see below). I realize this comprehensive “wider Europe” 
approach runs against a trend that the EU and some countries of the region have ac-
tively encouraged in the last few years, i.e. that of segmenting Eastern Europe into 
different groupings, which ends up creating new barriers or revitalizing old ones. 
This has been the case for instance of the WB6 grouping and the Berlin process that 
have excluded Turkey as a candidate country from the group pushing it towards a 
neo-Ottoman corner, which by the way is exactly what the Turkish Government liked.  

Realistically, I understand that PECEP cannot, and should not, do away with all 
subregional and sub-subregional arrangements of the past, and the future. But it should 
make sure that old and new regionalisms operate in the direction of trade creation, 
rather than trade diversion, do not fall into the trap of the old and new spheres of 
influence, and remain open to broader memberships. Similar considerations apply 
to the case of the inclusion of Russia, and the Euro-Mediterranean countries.  

Can subregional groupings of economic and financial integration exist and co-
exist within a single comprehensive Pan-European framework? And how? In prin-
ciple, there should be no problem, provided that discriminatory arrangements and 
arbitrary barriers are excluded. In the theory and practise of international trade there 
is considerable experience and expertise for the definition of robust and unambiguous 
evaluation criteria. In practise however, and in politics, this co-existence is a con-
troversial and complex matter.  

On this issue, I wish to make three basic observations. 
a) Rather than sweeping those political problems under the carpet and dealing with 

them underground, it is much better to have an open and transparent discussion 
that would enable mediation and pragmatic compromise. 

b) PECEP postulates a “single” or at least a convergent and consistent EU external 
policy approach, rather than a patchwork of disparate and conflicting foreign pol-
icy perspectives linked to different EU member countries interests and orienta-
tions. Such a single or coherent external policy should encompass and synthe-
size all the external policy interests of the EU member countries, East and West 
of the Rhine, North and South of the Alps. 
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c) The politics of designing a comprehensive Pan-European post-Covid Recovery 
Plan is undoubtedly fraught with risks and complexities of all kinds. It risks mak-
ing everybody unhappy and raising all possible objections. But it is not neces-
sarily impossible. In this context, it is worth drawing an analogy with the post-
war European Recovery Plan, better known as the Marshall Plan, which also faced 
strong resistance from the recalcitrant public opinions of former belligerent coun-
tries, but in the end gained wide-spread support and consensus. 

 
As far as the arrangements for PECEP are concerned, those could be mutatis mutandis 
modelled after the Brexit accord, or the European Economic Cooperation Area, i.e. 
a strong trade and investment cooperation platform. The economic nature of such 
a partnership would permit taking a gradual and calibrated approach towards the 
sensitive issues of diverging standards of democratic accountability and good gov-
ernance, applying therefore in full the Jean Monnet philosophy and the spirit of the 
Helsinki approach. The latter means that liberalising trade and investment relations, 
deploying economic freedoms and entrepreneurship, enhancing the market econ-
omy and its networks, is an effective approach to promote in the long run and from 
below not only economic integration and prosperity, but also social and political di-
alogue, the rule of law and democratic values. 

European integration has a formidable and holistic “transformative power” that 
is inherent in what “Europe” means in terms of values, i.e. not only prosperity, tech-
nology and the quality of life, but also liberal democracy, human rights, political free-
doms. Applying in full this “transformative power of the EU” requires a balanced ap-
proach, political wisdom and a sense of moderation, which the concentric circle mod-
el may facilitate. It is important to avoid that vicious circles of escalating political and 
economic conflicts and “disintegration” take root. For instance, the application of 
economic sanctions across the board for political reasons often impose high social 
costs to vulnerable populations, whereas the illiberal regimes against whom they were 
set gaining traction with the public opinion for their propaganda. In the concentric 
circles model, the inner circle should contemplate both the economic and the political 
criteria fully complied with. In the other circles access should be granted with the 
grain of salt, prescribing a minimum level of respect for the rule of law, getting a de-
mocratization process going and promoting gradual waves of reforms. When there 
is a little opening, it pays to put a foot in the doorstep to avoid that the door locks 
back. At the same time sufficient incentives/disincentives should be given to encourage 
the reform process going forward (moral hazard). In general, I believe that there should 
be a correspondence between the nature of the threat and that of the response to 
that threat. An economic threat requires and economic response; a political/demo-
cratic threat a political response; and a security or military threat should be confronted 
with a security or military response.  

The anti-Covid strategy in Europe has been strongly oriented towards sustain-
ability, responsible investment, ESG, and resilience. Therefore, PECEP would not be 
simply a coalition to reflate the economy and trigger a cyclical expansion. It must be 
an alliance for economic and political reforms and European integration. The potential 

the transition to the post-covid economy in the pan-european region

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 23



24 covid era finance in eastern europe

for making of the Pan-European space a hub of post-Covid innovation and a “new 
normal” for bridging Europe and Asia, Europe and Africa, is quite big and promis-
ing: the solid educational infrastructures we find in Eastern Europe, the technological 
creativity of the people, the geostrategic logistic positioning, the quality of life, art 
and culture, etc. We find in Eastern Europe the full spectrum of talents and values 
embodied in the European “brand” and flag. 

 
5. the key role of the financial sector in eastern europe 

 
The driving role of the financial sector in the post-Covid recovery needs to be high-
lighted. The keen, and growing, interest of the Italian financial community towards 
Eastern Europe, shown clearly by the initiatives of the Italian Banking Insurance and 
Finance Federation (FeBAF), bodes well for the future of financial integration in the 
pan-European space. 

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

In the Eastern Europe transition, like in the EU, the financial sector has a fun-
damental role to play. In a first instance for the provision of liquidity to prevent the 
collapse of the economy, but then later for managing the needed transfer of resources 
from declining or unviable activities towards the new businesses, new jobs, new in-
comes of the future. That is why it should be a major component of the post-Covid 
Pan-European Comprehensive Economic Partnership.  

 
6. the dramatic situation in the southern shore  

of the euro-mediterranean region 
 

If we compare the threats and risks that the Covid and post-Covid situations posed 
to Eastern Europe, with those that concern the Euro-Mediterranean southern shore, 
the related challenges and fears look augmented by a factor of 10 at least (see Aya-
di 2, and Panizza). The health toll and the human costs linked to the pandemic cri-
sis have been paramount and continue to rise. 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 poverty, inequalities, public confidence in the in-
stitutions) and hope for the future, applies to the South Mediterranean as well. Ad-
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ditionally, there are more specific strains to consider: lower commodity prices, which 
weigh heavily on the balance of payments of those countries; lost remittances of mi-
grants; huge risks of instability; not to speak of terrorism, wars, migration pressures 
and authoritarian regimes. Some of the gains in economic development made by the 
region in recent years are being quickly eroded and could be reversed. Moreover, con-
sider 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 shores has 
enormously increased. 

But this outcome has not been caused, but simply revealed and made more acute 
by the pandemic. In the last few decades, the Mediterranean has undergone an un-
natural metamorphosis. What used to be an internal and intercontinental lake knit-
ting together the whole of the old world has been transformed into an ocean, a bor-
der region, the no man’s land between Europe and the rest of the world. Un-natu-
ral because the sea that was created to “unite what it separates”, as Alexandre Pope 
put it, is now called upon to separate what was united in terms of heritage, culture 
and economic relations. Un-natural like it would be moving the columns of Hercules 
to the middle of the Mediterranean and making them stand on the water; or build-
ing the Great Wall between the port-cities of Venice and Alexandria, between Gibral-
tar and Istanbul; or sailing goods people and capital across the Sahara up and down 
Africa. 

 
7. the betrayal of the euro-mediterranean 

 
We described elsewhere (see Garonna 2020) how this historic tragedy (Brexit pales 
in comparison) came about over the last 25 years. The EU celebrated (sic) in 2020 
the 25th anniversary of the Euro-Mediterranean Partnership Program or the so called 
“Barcelona process”, an occasion which resembles more a funeral, or the celebration 
of a failure, than a birthday party (see EMEA 2020). We have attributed this failure 
to the “European betrayal of the Euro-Mediterranean”, i.e. the EU – first and fore-
most the northern European countries – giving up on the perspective, and past com-
mitments, to integrate the northern and southern shores of the Mediterranean.  

We have started to realize now what this betrayal has entailed for the Euro-Mediter-
ranean and the EU (see Ayadi 1, Barnes-Dacey and Dworkin). The Mediterranean 
has become the source of most of the European nightmares: migration pressures, 
porosity of borders to terrorism, tribal wars and despotic governments, a growing 
Europe-Islam divide, and the Europe-African one, power and military confrontations 
in the Mediterranean that Europe is unable to manage or even influence, the Chi-
nese filling the vacuum and the US leaving their mess behind (see Aydintasbas et alii). 
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 point of view. It exposes Europe’s weakness, 
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often irrelevance, not only in the global exchequer, but also in her own backyard.  
The phasing out of the Euro-Mediterranean perspective has been most clearly 

highlighted by the abandonment of the enlargement long-term vision and the short-
comings of the neighbourhood policies. Shutting down all prospects of EU accession 
for southern Mediterranean countries, as if enlargement were only an East-West is-
sue, and only a very long-term one, and not also a North-South one, has eliminat-
ed the most powerful and popular driver for reform and pro-European relations in 
the region (see the consequence 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 il-
legal migration; or the energy relations in terms of oil explorations, gas pipelines, 
investment in renewables, etc.; the logistics infrastructures and the maritime econ-
omy; land transportation and road/rail networks; etc. Consider then the questions 
of terrorism, security and conflicts, the local conflicts, but also the global conflicts 
that engage the big players like China, Russia and the US in the Mediterranean ter-
rain. This approach, i.e. segmenting the Mediterranean space into specific questions, 
which may appear pragmatic. Concrete and reflecting the inhomogeneity of the re-
gion, has been very ineffective and has damaged the credibility and reputation of the 
EU in her ability to understand the real problems of the Mediterranean people, let 
alone provide effective support. It has been perceived as top down and short term, 
and suspected to aim at cultivating old and new spheres of influence, pleasing EU 
electoral constituencies, etc.  

I strongly believe that this approach should be ditched. The Mediterranean ques-
tion should be framed in a completely different way. It should be couched in terms 
of the pan-European dimension and seen as an integral part of the European inte-
gration process, aimed at eliminating obstacles to exchanges and flows of goods and 
services, and above all aiming at providing mutual benefits to all participating coun-
tries, and their populations. 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. 

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). In 
this self-proclaimed “ambitious and innovative” proposal for a “Renewed Partner-
ship with the Southern Neighbourhood”, we find the good intentions and the cus-
tomary platitudes of the old EU approach: the “common challenges that turn into 
opportunities”, the “long-term vision of shared prosperity and stability”, the “post-
Covid reconstruction and recovery”, etc. etc. Nevertheless, 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 
with no strategic vision behind and no concrete objectives of economic integration. 
In the “Joint communication” we find evidence of the usual patronising attitude of 
the EU on the importance of the rule of law, good governance, peace and security. 
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How can the EU with such a package expect to achieve “real change” that the ordi-
nary people of the region could feel in their quality of life, is difficult to understand, 
at a time when conflicts, joblessness, bureaucracy, social polarization and now the 
pandemic have gone on the rampage.  

The document does not even mention the fact that the EU green transition might 
have undesirable consequences on the economies of this region affecting their gas, 
oil and primary commodities exports (see Leonard et alii). On the contrary, it is full 
of grand ideas about the green growth and net-zero prospects for these countries, 
provided their peoples would embrace the green revolution without hesitation.  

It is difficult to see what is new or innovative in this “new agenda for the Mediter-
ranean” of the EU. 

 
8. the mediterranean as part of africa and asia 

 
The unfortunate result of the demise of the Barcelona perspective has been that hav-
ing the EU decided not to confront itself with the problem of the Euro-Mediterranean, 
she must now face up to the same problem as one of Africa, and West Asia or the Arab 
World, which are much bigger more costly and more complex problems to address. 
It is doubtful that this change of perspective can give fruits in the longer term. So 
far it is certain that it has given uneven and mixed results.  

On the negative side, in the vacuum left by the EU betrayal, other global play-
ers have made aggressive in-roads and become protagonists in the Mediterranean: 
China for instance with its ambitious and pervasive Belt and Road initiative, and Rus-
sia with its military bases and energy pipelines. 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 support and resentment. No doubt, growing conflicts 
instability and poverty in the region is related to the EU shutting its doors to Euro-
Mediterranean cooperation. 

Nevertheless, every cloud has a silver lining. The Mediterranean in this period 
has become more active authoritative and integrated in the African context and in 
the Arab world, more open to trade and investment and south-south cooperation. 
This is in essence a positive development. It has been, and should be, welcomed and 
supported by the EU as a factor for promoting peace stability and development (see 
Dworkin).  

Take the case of Tunisia, for example, whose financial community has engaged 
in a fruitful and constructive dialogue with the Italian counterpart, represented by 
FeBAF. 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 re-
vamped after the decline of the Barcelona process. At the October 2020 meeting of 
the Dialogue chaired by Tunisia, the Tunisian Minister of Foreign Affairs, Ohtman 
Jerandi, declared: “The 5+5 Dialogue, which aims at making the western Mediter-
ranean 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 concert-
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ed 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 by the end of 2021. Tunisia plays a key role in this pro-
cess that is one of the hottest spots for the region. 

Tunisia is also part in 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 com-
petes to some extent with the US FTA with the Middle East 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 2020-21 marking positively the grow-
ing dynamism of the African-Mediterranean perspective is the signature and entering 
into operation of the African Continental Free Trade Agreement (AfCFTA). An agree-
ment 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 econ-
omy and society. “… [It] can provide the same impetus to Africa as the creation of 
the Common Market 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 that has a vested interest in promoting prosperity 
and stability in its neighbourhood and relaunching its role in economic cooperation 
and support for the African development. Certainly, the prospect of African-
Mediterranean integration should not be seen as an alternative or a rival or competing 
perspective in relation to the Euro-Mediterranean one. Therefore, it should be strong-
ly and unambiguously supported by the EU. But it does raise fundamental questions 
and possibly requires a reconsideration of the whole European approach to the Mediter-
ranean. 

In that context, I wish to make a few preliminary observations. 
1. The AfCFTA, because of its scale, ambition and potential implications for 

African-Mediterranean integration, shows, or better confirms, the strategic im-
portance of the Mediterranean. Our small sea (mare nostrum) is a fundamen-
tal link and hinge for the development of the whole of Africa, and the Arab world, 
and Western Asia, and the world. 

2. Taking a longer-term vision of the future, towards the emerging world and its un-
tapped potential, and therefore detaching oneself from the developed-countries-
centred perspective, the balance between core and periphery, risks and oppor-
tunities, may drastically change. The other shore of our small sea gives access 
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to a new frontier of opportunities, new sources of wealth, life energy and knowl-
edge: a young and growing population, raw materials, unexplored cultures, un-
used capacity, craving for progress. Hence our past and current perceptions of 
distance and geography may be deeply altered. What Europeans now perceive 
as being too small a sea, unable to keep away negative spill overs and threats from 
Africa, might become tomorrow too large, an obstacle separating us from the fu-
ture. Staying away from the reality of Africa or participating in the “African dream”? 
This is the question for Europe. 

3. The uncertainty of the future may have a paralysing influence and overshadow 
responsibility and the power of the will. The fact is that opportunities do not lie 
underground or fall from the sky. They must be created by human action and wis-
dom. They require a deliberate investment based on a vision of the future. What 
is the vision of Europe for the future Africa? Asia? And the world? What is her 
vision for her own future? 
 

Other questions loom large. Should the EU get involved in the African-Mediterranean 
integration process? And how? Should individual countries play a role, starting from 
the Euro-Mediterranean EU members? What tools should be made available? De-
velopment aid? Bilateral trade and investment agreements? Should we approach the 
African-Mediterranean process in partnership with other global players? Or in com-
petition with them? How about our main traditional ally, the US?  

Add the question of what role is there for the financial sector to play, and what 
risks and opportunities does the pandemic crisis offer in this context. 

The time is ripe not only for raising such fundamental questions, but also for pro-
viding answers. There is in most relevant quarters a growing awareness that in the 
present new economic and political context a resetting and significant discontinu-
ities are needed. A fundamental rethinking is underway on the nature of the rela-
tionship between the EU and the southern shore of the Mediterranean. 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 should take priority. A longer-term vision of 
the region, rather than an opportunistically driven and myopic negotiation. A com-
prehensive partnership should be based on a common understanding of what unites 
us in terms of values, culture, the legacy of a common past, a shared identity and vi-
sion of the future. Money is important, particularly in consideration of the size of 
the challenges implied by the current crisis. But it is not everything. A perspective 
of integration of economies peoples and communities cannot be simply bought with 
a number of millions or billions of Euros or exchanged through obscure quid-pro-
quos, pre-conditions and prejudice. It must be built from the grassroot, with a bot-
tom-up approach, involving the private sector and civil society, and making them feel 
that they are part of the core of Europe, and not the (expendable) periphery.  

The appropriate stage for starting to deal with those questions is the Conference 
on the future of Europe that is planned to take place in this European legislature.  
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9. financing partnerships and integration. 
 the monetary aspects of the african unification process 

 
The comparison between the European and the African integration processes is the 
object of an inspiring short research piece by Elena Flor, the Secretary General of the 
Robert Triffin International Foundation (see Flor 2020). The study points to the lessons 
learned from the European experience of the post-war period, among others, to fo-
cus on the monetary aspects of the African integration process and identify best op-
tions for its future. The “European Recovery Plan”, which was the official name of 
the Marshall Plan in the 1950’s, contained ambitious reforms to eliminate barriers 
to trade, investment and competition. It established the four fundamental freedoms 
(movement of goods, services, capital and people) that first led to the Common Mar-
ket and the Payments Union, and later to the Single Market and the Euro. It was then 
clearly understood that there are monetary and financial pre-conditions that must 
be addressed to integrate market economies balkanized and fragmented by national 
protectionism and diverging standards. These pre-conditions apply also to-day in re-
lation to the situation of Africa and must be focused upon.  

The debt question in the post Covid transition is an emblematic and well-known 
case in point (see Trichet 2). Many African countries are in debt distress, subject to 
growing external financing needs and volatility of inflows and outflows of private 
capital. According to the IMF, sub-Saharan Africa may need about $ 290 billion in 
external financing during 2020-23 (see IMF). The G20 Debt Service Suspension Ini-
tiative (DSSI) has so far provided temporary relief, but it has also raised fears con-
cerning credit ratings and market access for the countries involved. Managing debt 
restructuring, by involving (through the Paris Club or otherwise) official and private 
creditors, or delaying it, are both very costly and potentially disruptive strategies. 
But it is also costly and socially painful for poor or middle-income countries to ser-
vice a growing debt burden thus sacrificing pandemic response or needed public in-
vestment. To agree a converging approach at the global level (G20 or IMF) in the con-
text of the current East-West US-China rifts, is going to be very challenging and driv-
en by national politics. In the previous 2008-9 crisis the IMF issued an unprecedented 
volume of SDRs, but in the current crisis there has been no agreement on a similar 
measure. A G-30 report (see Ortiz Summers 2020, and Trichet 2020) in response to 
the pandemic challenge proposed two allocations of SDRs of 500 billion dollars each, 
and several other vigorous initiatives of the IMF and the World Bank. But it remains 
to be seen if such good intentions see the light, whether they arrive in time, and pro-
duce the expected and needed outcomes. Moreover, the impression is that a lot more 
is at stake, as we have seen and are seeing in the EU in the implementation of its bold 
programmes.  

A pragmatic alternative to the revitalization of global multilateralism is to fos-
ter monetary and financial integration at the regional level. Africans seem to have 
now well understood the importance of this approach and embraced a long-term strat-
egy of pan-African regional integration. Among the flagship projects of the African 
Union’s “Agenda 2063”, adopted in 2002, we find those for a common passport, a 
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single currency, the establishment of an African Central Bank, an African Investment 
Fund, and an African Monetary Fund. Evidently those are very long-term projects, 
exposed to all kinds of economic social and political difficulties. The fact that the con-
tinent has been growing in the last few years at the rate of 5-6% per annum, and that 
this rate has exceeded on average the rate of growth of the population, creates 
favourable conditions for making progress and feeding a virtuous circle. But the threat 
is there that the current crisis, and possible future ones, will stop, delay or even re-
verse this positive trend.  

Following Flor, I would say that the first “essential steps” for AfCFTA are: 1. The 
implementation of “payment union” agreements like those implemented in Europe 
after WWII; 2. The choice of a “unit of account” that would pave the way to a mon-
etary system and eventually a monetary union; 3. The choice of a borrowing currency 
to finance investment and infrastructure “that does not undermine monetary stability 
due to the monetary policies of the issuing countries”.  

Flor thinks that such a unit, and currency, should be the SDR, as it is “more sta-
ble” and includes the world currencies that are most interested in African develop-
ment. The Mediterranean countries could lead on this by pegging their currencies 
to the SDR. This would be “over time extended to other African countries, with whom 
economic relations will strengthen” (ibid.). In a related paper of the Triffin Foundation 
(see De Rambures et alii), the idea is mooted of creating an African Monetary Fund 
and an African Development Bank, modelled after the European Stability Mecha-
nism and the European Investment Bank.  

These proposals deserve more scrutiny. Would it not be better to target those in-
struments more specifically to the Euro-Mediterranean? A Euro-Mediterranean Mon-
etary Fund and Development Bank? Should it not be the Euro the reserve and ref-
erence currency for this area? We will revert to these questions after discussing the 
relationship between the Euro-Mediterranean and the Afro-Mediterranean integration 
processes. 

 
10. the relationship between pan-african and pan-european  

integration, and the role of the mediterranean 
 

The above-mentioned contribution of the Triffin International Foundation is of fun-
damental importance. It is inspired by a vision of African integration that is logical, 
comprehensive and grounded in sound historical analysis (the comparisons with the 
US and the EU are quite relevant and instructive). It spells out clearly what African 
Union entails in several different dimensions, and therefore measures up the level 
of ambition and commitment that the process requires. Particularly interesting is the 
reference made to the Afro-Mediterranean dimension of the African Union, the lead-
ing role that Southern Mediterranean countries can play as locomotives of African 
development.  

It is a fact that Afro-Mediterranean countries stepped up their engagement with 
Sub-Saharan Africa in the last few years “recognising it as both a leading emerging 
market and a region whose influence in international politics is likely to increase in 
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the coming years” (see Dworkin 2020, p. 17). The “return to Africa” of these coun-
tries however is not just flowers and romance. The different countries of the region 
have each its own national agendas that often leave existing tensions and conflicts 
with Sub-Saharan countries unresolved and may stir new concerns jealousies and 
resentment. Take for instance the issue of international migrations that is as much 
a problem for the EU than it is for these countries. “Any impression that Northern 
African countries are acting as Europe’s enforcers or gendarmes” (ibid.) would cre-
ate tensions and complicate relationships. Besides, there double status as both Euro-
Mediterranean and Afro-Mediterranean countries may be frown upon and become 
a source of suspicion. Their “double pursuit” strategy, as it has been called, implies 
a double commitment to maintaining a privileged relationship with the EU and at 
the same time deepening their continental ties. A clear demonstration of this uneasy 
situation is the fact that southern Mediterranean countries have shown no interest 
in being associated with negotiations between the EU and the African, Caribbean and 
Pacific group of states for the definition of a new pact that would succeed the Cotonou 
agreement expiring at the end of 2020. 

The EU seems to have understood the important role that Afro-Mediterranean 
integration can play in the broader African unity perspective. In the guidelines for 
a new EU-Africa strategy, one of the main goals for the EU is to support African eco-
nomic integration, as a condition for stability and prosperity that would reverber-
ate positively on the whole of the EU. This implies that the EU should also support 
African Mediterranean integration and recognize the important role that Mediter-
ranean countries can play in Africa. Egypt, Morocco and Tunisia have active coop-
eration agencies (Algeria is creating one) that pursue projects and goals similar to 
those of the EU and have relevant experience. Coordinating efforts between EU and 
Afro-Mediterranean countries is a sensible strategy. There is also scope for the EU 
to pursue triangular cooperation with Euro-Mediterranean countries in sub-Saha-
ran Africa, joining together and supporting projects particularly where the latter coun-
tries have experience and expertise. This idea was endorsed in a joint EU-Morocco 
declaration in June 2019. But “triangular cooperation is only valuable to the extent 
that all parties genuinely share objectives” (ibid. p. 19). In other terms, the EU should 
be aware of the interests, tensions and rivalries in inter-African relations and act very 
cautiously and pragmatically.  

What relationship there should be in the EU strategy between Euro-Mediterranean 
and Afro-Mediterranean integration? Should the latter be preferred to the former, 
as it seems to be the case? Which of them and what is more in the interest of the EU? 
And in the interest of the south Mediterranean countries?  

Before addressing that question, I wish to make a few general considerations. First, 
when we speak of African unity, as the comparison with US and European unity 
demonstrates (see on this Flor and De Rambures), we need to take a long, or very 
long-term view. Rome was not built in a day! Therefore, any impatience or exasperation 
is unwarranted. But we cannot afford either inertia or a passive wait-and-see atti-
tude. Secular trends do not feature normally a slow-motion progress driven by grad-
ualism and sensible pragmatism. We have instead a succession of breakaway leaps, 
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accelerations followed by backlashes and dramatic boomerangs (think of the 
American civil war or the Nazi-fascist interwar nightmare in Europe). 

Second, we should not underplay in those secular processes the decisive role of 
enlightened leaderships and the responsibility of the ruling class vis-à-vis fearful and 
recalcitrant masses and vulnerable democracies. What I mean is that there are crit-
ical choices to be made, now, which should take inspiration from long-term visions 
but also consider the short-term trade-offs, the political realities and the resource 
constraints. The pandemic crisis on the one hand, and on the other the EU choice 
between supporting either the Euro-Mediterranean or the Afro-Mediterranean des-
tination of the southern Mediterranean countries are typical illustrations of such mo-
ments of historic decision. 

I am convinced that the EU should give priority to the Euro-Mediterranean per-
spective over and above that of Pan-African Union and Afro-Mediterranean leader-
ship in the African integration process. This priority stems from the perceived interests 
of the EU economies and communities, and the ideal and political objectives of Eu-
ropean unification. Its main reasons are the following: 1. The proximity to the EU 
of the southern Mediterranean countries. Proximity is a fundamental factor not only 
in terms of geography, but also in terms of economic opportunities, culture, com-
mon heritage and economic relations. 2. The Euro-Mediterranean region is part of 
the pan-European space. Without it, European unity would be incomplete. There-
fore, it would be inherently weaker and more vulnerable. 3. A weaker Europe is less 
able to provide an anchor of stability for Africa, and for the world. This is a common-
sense rule for life-saving intervention: first, make sure you are in a strong position, 
and only then come to the rescue of the others. 4. The Mediterranean Sea is particularly 
unsuited to represent the border line between Europe and Africa. In modern times 
so called “natural borders” do not exist, and Europe has not been considered to have 
natural borders. But in any instance the Mediterranean Sea would not be deemed 
to operate effectively as a barrier to trade and economic relations. History and ge-
ography prove it.  

I am also convinced that the Euro-Mediterranean integration is in the best in-
terests of the south Mediterranean countries and should represent a priority for them. 
Only Europe can provide an anchor of stability prosperity and democracy for fledg-
ing market economies and democracies. Obviously, it would be up to the peoples of 
these countries to decide whether they see their future more in Africa than in Eu-
rope. The test of the pudding is in eating it. But we need to make sure that their “free” 
decision is not distorted by a reaction to what we called “the European betrayal of 
the Mediterranean” or by irrational European paranoias and prejudice. 

The argument becomes more compelling if we consider within the EU the interests 
and the aspirations of Italy, and the Mezzogiorno in particular. Geo-strategically placed 
in the middle of the Mediterranean Sea, only a few miles away from the Tunisian coast, 
making the Mediterranean the border between Europe and Africa puts the South of 
Italy in an impossible position. Patrolling the thousands and thousands miles of coast 
line for border crossing, transforming the beautiful sandy beaches into dangerous 
docks for unlawful landings, militarizing the deep sea for the purpose of intercept-
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ing smugglers and human traffickers: this is not only a great waste, but it is highly 
ineffective. The enlargement towards the East, at the end of the cold war, created 
a convenient comfort zone between Germany and the EU frontier. The sudden stop 
of the enlargement towards the South left the EU Mediterranean countries exposed 
to African spill overs and at the periphery of Europe.  

Naturally, the benefits of Pan-African integration, were it to be achieved, would 
trickle down to the Mediterranean, the Euro-Mediterranean and the EU itself. But 
to argue from that the African process should take priority over the Euro-Mediter-
ranean integration would amount to a triple somersault in irrational expectations. 
A first somersault, because we expect the southern Mediterranean countries, as weak 
as they are, to integrate among themselves without the European support. A second, 
because we expect them to integrate with Sub-Saharan Africa and lead the process 
of African unity. A third somersault, because we count on these turbulent process-
es to succeed and provide benefits to the EU itself.  

Wouldn’t it more plausible logical and realistic to give priority to Euro-Mediter-
ranean integration, strengthen the Pan-European dimension of European unity, and 
then bet on the capacity of the Euro-Mediterranean to contribute to the more com-
plex African Union process? If one really cares for Pan-African unity, and advocates 
for the EU to play a supporting role, she should push for making progress on the Euro-
Mediterranean dimension. Giving up on this perspective, sacrificing it on the altar 
of African unity does a disservice both to European and African aspirations, and pro-
vides a convenient alibi to anti-Mediterranean reticence and prejudice, to the lack 
of courage and leadership of northern European policy makers.  

 
11. the financial aspects of euro-mediterranean integration 

 
We can now go back to the questions raised above on the monetary and financial as-
pects of Euro-Mediterranean integration. We argued that the Euro-Mediterranean 
dimension should take precedence over the African Mediterranean one, even if we 
recognized the fundamental importance of both. We wish then to apply the insights 
provided by the excellent Triffin International Foundation papers in discussing African 
integration, to the Euro-Mediterranean perspective, or even to South-Eastern Europe 
and the whole Pan-European space. Clearly, those insights become in the latter per-
spective even more forceful and stringent. The question of some kind of Euro-Mediter-
ranean “monetary system” and of a Euro-Mediterranean “development bank” 
should be discussed and put at the top of the policy agenda.  

The “monetary system” would imply a) “the implementation … of “payments 
union” agreements similar to those implemented in Europe after WWII”; b) the choice 
of a “unit of account” as was the case for the European Payments Union; c) the choice 
of a borrowing currency to finance necessary infrastructure capacity that does not 
undermine … monetary stability due to monetary policies of the issuing countries” 
(all quotes from Flor, pp. 3-4). Flor suggests that the best options available for this 
choice are using the euro, the dollar, or the SDR. From what we argued before, I be-
lieve that it would be better, and in everybody’s interest, that the Euro plays this role. 
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But can the Euro be a unit of account and an anchor of stability for these countries? 
Can it provide liquidity in time of crisis, finance balance of payments deficits and sup-
port in case of debt distress? This idea calls into question the international role of 
the Euro, its responsibility and outreach in relation to the growth and stability chal-
lenges arising in the Pan-European space. Evidently it requires institutional adjust-
ment and fundamental changes in the rules of engagement of the monetary authorities. 
If this were to be considered unfeasible, a serious political problem would emerge. 
To invoke the external intervention into the European space of the dollar, or the SDRs, 
or even the renminbi, would be equivalent to declaring the inherent weakness and 
vulnerability of the Euro and concede that Europe is exposed to the hazards and shocks 
coming from its own space. The Euro is still a young and fledgling currency, but it 
made significant progress as a strong global currency and could use the opportuni-
ty of the pandemic crisis to raise its level of ambition, strengthen its international 
role, and play a role in supporting the stability and recovery of the Pan-European 
economy. It would certainly be a major leap forward, but a necessary and welcome 
one, in line with the unprecedented leap forward represented by the Next Genera-
tion EU decided upon in 2020.  

 
12. the euro-mediterranean development bank 

 
The idea of a Euro-Mediterranean Development Bank has a long history behind. It 
dates back to the 1990’s. It has periodically resurfaced in policy discussions finding 
always strong resistance and objections from EU, particularly northern European coun-
tries.  

In the meantime, the European Investment Bank has been active in lending in 
the region, both in pre-accession and neighbourhood countries. In 2002 a dedicat-
ed instrument was created, the FEMIP (Facility for Euro-Mediterranean Investment 
and Partnership). In 2019 32 new projects were signed in Europe’s neighbourhood, 
amounting to 3.6 bl. Euros of expenditure. Investment in the Southern Neighbour-
hood totalled 35 bl. Euros in 2019 since the first operation in 1979. A New Economic 
Resilience Initiative was launched in 2016 that reached 54 projects worth 5 bl. in 
2019 and an additional 15 bl. Euros expected by 2020. The EIB also manages the 
Climate Action Envelope covering the Middle East and North Africa (see EIB 1). 

The EBRD has also developed a set of investment and initiatives in favour of the 
southern and eastern Mediterranean countries. In the aftermath of the Arab upris-
ing in 2011, the EBRD extended its geographic mandate to the Euro-Mediterranean 
region investing over 10.5 bl. Euros in more than 230 projects by 2020. The areas 
of lending and policy advice include energy, climate change, agriculture, tourism as 
well as human health. In 2020 it co-financed for the first-time risk participation un-
der the Risk Sharing Framework in support of the private sector.  

Are these institutions an adequate surrogate for a fully-fledged Euro-Mediterranean 
Development Bank? What would it be required to add or adjust or innovate to en-
able these institutions to better cater for the financing needs of investment and in-
frastructure in the region? Besides, let us consider that after Brexit the Mediterranean 
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has taken further distance from the City of London, where the EBRD headquarters 
had been located.  

There was a lively discussion accompanying the G8 decision in Deauville to ex-
tend the mandate of the EBRD towards the Mediterranean. Some aspects of that dis-
cussion look particularly relevant for the current debate and are worth being revisited. 
The French President Sarkozy established in 2009 an international high-level 
group, the Milhaud Commission (MC), to analyse the “financing of co-development 
in the Mediterranean” (this is the title of the Report they issued in 2010). The Com-
mission recommended the creation of a Euro-Mediterranean financial institution, 
a development or co-development bank, as a dedicated subsidiary of the EIB. This 
proposal, among the many being discussed, was deemed to be the best in order to 
address the main gaps in investment financing in the region, that were considered 
to be the following three: 1. The lack of coordination and focus of the several lend-
ing institutions, international and national; 2. The lack of involvement and “own-
ership” of such institutions by the countries of the southern shore; and 3. The inability 
to involve private capital and the financial communities at the European and local 
level. “The Mediterranean finds itself in the paradoxical situation of being undoubtedly 
the region with the largest number of institutional players, whilst being the only one 
without a dedicated institution that could catalyse their efforts”. The new institu-
tion should have brought together the fragmented competences of EIB and EBRD in 
relation to the Mediterranean and provided support to the private financial sector, 
aiming at financial reforms including the shift towards equity funding, guarantees, 
securitisation, financial innovation and fintech. This idea found great support in in-
tellectual and private circles, was welcomed and relaunched on several occasions by 
the Union for the Mediterranean, but run against fierce opposition from several Eu-
ropean governments, particularly in northern Europe and the Anglo-Saxon world. 
The preferred solution at Deauville was the extension of the EBRD mandate. The MC 
however continued to work and produced in 2012 a second complementary report, 
which took stock of the political decisions that had been taken and made further rec-
ommendations (see MC bis).  

First, they suggested to keep the idea of a dedicated and targeted Euro-Mediter-
ranean institution on the backburner, but alive. “Le sujet n’est pas clos, ni par le ‘Parte-
nariat de Deauville’, ni par la décision d’étendre le mandat de la BERD à la Méditer-
ranée. Les sujets de création d’une institution spécifique et d’une gouvernance partagée 
pour le financement du développement ne manquerons pas d’émerger à nouveau” 
(MC 2012, p. 88).  

Second, to encourage an enhanced dialogue among Euro-Mediterranean cen-
tral banks to promote monetary policy coordination and the gradual implementa-
tion of a common space of banking and financial market integration and develop-
ment. More in general the idea was to update and relaunch the Barcelona objectives 
of the establishment of an integrated Euro-Mediterranean area of lending and finance, 
to complement and support the trade and investment integration of the region.  

Third, to address the shortcomings of the Deauville decision and establish a joint 
investment vehicle for long term public investors, a sort of “Recovery Fund” modelled 
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after the old European Marshall Plan that would focus on a) financial reforms and 
innovation (integrating local capital markets, alternative investment, private capital, 
securitizations, etc.); b) shared governance; c) leverage private sources of funding.  

It is interesting to note that at least 2 out of the 3 auspices of the MC, prophet-
ically, did make significant progress. I refer to the initiatives of the Central Banks of 
the region, and the discussion on the Euro-Mediterranean Development Bank (see 
AnsaMed 2019, and Commissione 2002). From 2004 onwards, the Central Banks 
of the Euro-Mediterranean have been meeting regularly to discuss issues of common 
interest. The first meeting was organized by the Banca d’Italia in Naples (see Trichet 
1), while the Euro-Mediterranean Central Banks Conference of 2019 took place in 
Madrid, with contributions from the European Commission, the Union for the Mediter-
ranean, the OECD and several prominent think-tanks and associations. The topics 
discussed range from monetary policies and balance of payment to macroeconom-
ic policies and financial reforms. Clearly, it would be inappropriate to expect from 
a technical discussion among independent central bankers specific policy, or better 
political, suggestions. But the fact that a high-level forum of the Euro-Mediterranean 
central banks does exist and has developed over more than 15 years a fruitful prac-
tise of dialogue and frank discussion looks to me very promising. It is an experience 
and an opportunity that should not be undervalued and underutilized.  

As far as the issue of the role and functions of (one or more) Development Banks 
in the European space, this has remained throughout the whole period a highly de-
bated and controversial issue. The so called “Camdessus Report” (CR) dealt with the 
issue in 2010. The Report contained the evaluation of the EIB’s financing activities 
outside the EU as part of the mid-term review of the external mandate of the Bank 
for the 2007-2013 legislature. It also issued recommendations for “the improvement 
of the effectiveness and efficiency of EIB external activity, as well as the reinforce-
ment …of coordination… and visibility in partners countries” (CR, p. ii). The Report 
made a strong plea for putting the EU financial support tools for pre-accession, ac-
cession, neighbourhood, and development cooperation policies in a single consis-
tent and well-coordinated framework, which implied “closer integration of EU fi-
nancing activities between the EIB and the Commission, as well as the EBRD” (ibid.). 
The Report highlighted EIB high value added and leverage and suggested to align 
its business model and means with mandates more closely. It envisaged for the medi-
um term the consolidation of EIB activities in an EIB entity with a specific governance 
and organization dedicated to operations outside the EU. It went as far as suggest-
ing the creation of a “European Agency for external financing” or even a “major Eu-
ropean financing body, integrating the relevant means of the Commission, the EIB 
and EBRD, thereby forming a “European Bank for Cooperation and Development”.  

For the sake of coordination and avoiding duplications and overlaps, I believe 
that the CR went too far in the direction of consolidation and streamlining. In so do-
ing it neglected and overlooked the fundamental difference that there is and should 
be from the point of view of governance and organization between managing internal 
EU and external non-EU financing. It also disregarded the delicate intermediate po-
sition of the countries that are neither in nor out, like the accession, neighbourhood 
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or partnership countries, which in my view includes the Euro-Mediterranean. In case 
of internal financing, the governance structure should be the EU framework, like it 
would be the case of a “national Development Bank”. In the case of external financing, 
the countries involved are third party beneficiaries of development support, and if 
and when they are involved, they would participate in that configuration. The in-
termediate category of countries, which would correspond in my view to the con-
stituency of Pan-European non-EU countries, their participation in the governance 
structure is an absolute necessity as they should develop ownership and above all 
build motivation to undertake the reforms and the structural adjustments required 
for convergence and the gradual integration into the European economic space. The 
conditionality applied to financing in this case would have to be stronger and more 
closely inherent with the objectives and motivation of the financing.  

A significant step forward was made in my view ten years later with the “Report 
of the High-Level Group of Wise Persons on the European Financial Architecture for 
Development” or Wieser Report (WR) of October 2019. The Report recognized that 
the problems raised by previous studies and policy analysis, including the CR and 
the MC, had not been addressed. There remain “overlaps, gaps and inefficiencies, 
sectoral and geographical, especially in terms of presence and experience in Africa, 
of the main European multilateral finance institutions” (WR, p. 3), EIB and EBRD. 
The paradox is that while the EU and its member states are the largest development 
donors in the world, and a wide range of financial instruments have been put in place, 
the outcomes on the ground are questionable, there is not a single EU strategy, the 
system appears fragmented and even the perceptions and the visibility do not match 
the efforts made and the resources deployed. Hence a plea for doing more (“Europe 
needs to engage more in Africa and step up its efforts to address climate change” (ibid. 
p. 3) and better (more coordination streamlining and consolidation). Three options 
for such consolidation were considered in WR: 1. Create a new Bank (a European 
Climate and Sustainable Development Bank) with the EIB, the EBRD, member states 
and the European Commission as shareholders; 2. Establish a EIB’s subsidiary for 
its extra-EU activities; 3. Transfer to EBRD the extra-EU activities of the EIB. The Re-
port declares itself agnostic in relation to these 3 different options, simply calling for 
in-depth feasibility studies and strongly advising in the meanwhile against extend-
ing the mandates of both EIB and EBRD.  

The first option appears the most ambitious, but it is also the most expensive and 
disruptive as it runs the risk of adding another layer of intervention, possibly more 
duplication and inefficiency, more wasteful institutional competition. The second op-
tion corresponds approximately to the MC recommendation, even though the MC 
targeted and limited the geographical scope of such an institution to the Euro-Mediter-
ranean.  

The third option looks to me the most realistic and pragmatic one, since it is more 
in line with the political decisions of the past, and possibly the political consensus 
of to-day. To make it fly however, it requires introducing significant changes in the 
structure of the EBRD, echoing the suggestions of the MC. The EBRD governance struc-
ture would have in fact to include – in my view – in its membership the Euro-Mediter-
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ranean countries, following obviously a gradual and tailor-made accession mecha-
nism. It would also make sense to have the EU represented in the EBRD governance 
by a single representative at the EU level as a full member, rather than by the 27 mem-
ber countries (that could well participate however as observers). The EBRD would 
then become a fully-fledged Pan-European Development Bank, whereas the financing 
extra EU and extra EBRD would go to a dedicated entity, a European Agency for De-
velopment Cooperation, established possibly as a subsidiary of the EIB. So, the dis-
cussion on the Euro-Mediterranean Development Bank is well alive and kicking, as 
the MC demanded and preconized.  

Finally, the third main suggestion of the MC, that of launching a “Recovery Fund” 
or a Marshall Plan for the Euro-Mediterranean, has emerged in the last few years here 
and there, without however leading to concrete achievements. But I believe that in 
the time of the pandemic crisis this idea acquires a special significance, force, and 
sense of urgency. This is the time for the EU to show concretely solidarity vision and 
courage. This is the time for a “Euro-Mediterranean and Pan-European Recovery Fund”. 
It would mark a meaningful parallelism between the internal EU response that has 
no precedent in terms of innovation and vision (the “Next Generation EU”) and the 
generosity and openness of the EU vis-à-vis its European brothers in the Pan-Euro-
pean and Euro-Mediterranean space. 

We wish then to apply the insights provided by the excellent Triffin International 
Foundation papers in discussing African integration, to the Euro-Mediterranean per-
spective, or even to South-Eastern Europe and the whole Pan-European space. Clear-
ly, those insights become in the latter perspective even more forceful and stringent. 
The question of some kind of Euro-Mediterranean “monetary system” and “devel-
opment bank” should be discussed and put at the top of the policy agenda.  

 
13. public development banks and private banking insurance  

and capital markets 
 

Public Development Banks (PDB) are back in fashion. Their role has been revamped 
in response to the financial crisis and the pandemic. This is not surprising as both 
crises have highlighted the need for strong public intervention in relation to systemic 
shocks of extraordinary nature and the inability of markets on their own to respond 
and adjust.  

The economic literature (see Savoy et alii, Griffith-Jones and Ocampo) has clear-
ly analysed the reasons why and how PDB perform their useful function. Market im-
perfections require corrective action by public policy, and the range of market im-
perfection affecting the operation of financial markets have been conspicuously shown 
by the dramatic events of 2007-9. Financial markets have an inherent tendency to 
behave procyclically, overlending in boom times and rationing credit during and af-
ter crises. Underinvestment in long term projects, like infrastructure, renewable en-
ergy or energy efficiency is another feature of private markets that needs to be ad-
dressed. Similarly, it can be argued with respect to high-risk investment and inno-
vative projects or skill formation or social infrastructure. 
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Needless to say, market failures must be weighed against Government failures. 
Government intervention may distort market allocation of precious resources pro-
ducing inefficiency. It can crowd out private investment and force through unreal-
istic political or “ideological” objectives or introduce forms of protectionism justified 
by patriotic or “strategic reasons” (a concept that in the mind of politicians is quite 
elastic and can be expanded at will).  

In practise therefore in approaching PDB there are trade-offs and practical as-
pects that we must consider in order to strike the right balance between private mar-
kets and public institutions, and above all establish the right kind of relationship be-
tween the twos. 

In the liberal world order of the post-war period, public banks were looked upon 
with suspicion. They were considered to be part of the mechanisms of “financial re-
pression” that penalized savings and fomented the accumulation of public debt and 
inflation in the 1960’s and 1970’s. This argument played an important role in the pro-
cess that led to the financial reforms and liberalizations of the 1980’s. Alternative 
theories emphasized the endemic nature of financial market failures caused by in-
formation asymmetries (see Stiglitz 1994) and therefore gave PDB a central role for 
making the market more balanced and efficient. Not only PDB contribute – it was 
argued – to the “visible hand” of public policy, but they promote an enabling envi-
ronment for crowding-in private investment and create a diversified eco-system where 
all banks, small and big, public and private, have a useful task. Finally, PDB can pro-
mote and support market reforms, the correction of market imperfections, the de-
velopment of integrated and open banking and financial markets. They are not, and 
should not be, an alternative to reform. 

This positive view is now-a-day prevailing in the development literature, in re-
lation to the experience of developing countries. This literature pointed out the emer-
gence of a new trend in the development finance architecture (see Savoy et alii). “As 
foreign direct investment, private lending and domestic resource mobilization con-
tinue to grow, donor countries are seeking to leverage the instruments and capabilities 
provided by public finance institutions to maximize their development impact (ibid., 
p. 7)”. A similar approach in a different context we find looking at the philosophy 
of the so-called Juncker Plan (JP) of the EU. i.e. the Investment Plan for Europe of 
the European Commission, now renamed into the InvestEU Programme: the idea is 
that public EU money, and expertise, should be used to mobilize private investment, 
financial market development and innovation. It is important to remark that the JP 
saw the involvement of the private sector as an essential component of the Plan. For 
this reason, the JP was framed and designed as a complement and an integral part 
of the flagship EU goal of Capital Markets Union, an ambitious programme of financial 
reform aimed at fully integrating markets cross-border and at diversifying sources 
of funding from bank’s credit to equity, institutional investors and capital markets. 

The ambivalent nature however of PDB should be always kept in mind: they can 
be either agents of financial market reform and modernization, or instruments of “State 
capitalism”, a model that has regained prominence thanks to illiberal strands in the 
world economy and the collateral damage of the pandemic. This double nature is 
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quite relevant when we deal with the Pan-European region, rather than the devel-
oping countries. For this region, the prospect of the cross-border integration of bank-
ing and capital market and the need to develop strong local financial ecosystems ap-
pears realistic, necessary and particularly promising.  

If we compare different models of PDB, we can say that international PDB, when 
they have in their mission a programme of financial liberalization and cross border 
development, work relatively well. Also, PDB operate in a favourable climate when 
they aim at making the financial market work, correct market imperfections, develop 
diverse sources of funding, alternative investment, institutional investors, and pro-
mote financial innovation. There are more risks with national PDB, which may fall 
prey of intrusive Governments looking for ways of controlling the market, bending 
it to their political purposes and “strategic” objectives. In that context, the inde-
pendence of management and the involvement of the private sector are key aspects. 
Better if the market players have control, and the Government retains only a minority 
share, like in the German Frauhofer model of public private companies. 

This discussion has relevant implications for the Euro-Mediterranean or Pan-Eu-
ropean Development Bank. In the light of the considerations above, a reformed EBRD 
looks to me the best approximation to the kind of PDB that is needed for the Pan-
European space. But it should be accompanied by bold reforms of this institution. 
In particular, the EBRD should strengthen its private market orientation, and cor-
respondently weaken its intergovernmental nature. This could be achieved by open-
ing up its capital to private contributions, so that financial players have skin the game.  

In November 2020, the French Government convened in Paris the first world sum-
mit of Development Banks, emphatically called the “Finance in Common Summit” 
(see Finance in Common Joint Declaration). Sustained by great ambitions, such as 
the revitalization of multilateralism and the rebuilding of the international finan-
cial architecture, more than 450 PDB were represented at the Summit. Together they 
account for more than 19% of world investment, more than $2 trillion a year. In their 
Joint Declaration, PDB committed to support the transformation of the global econ-
omy and societies towards sustainable and resilient development, which – they claim 
– “requires a framework for SDG-compatible finance”. They also committed to col-
laborate internationally, share best practises, and implement the “Core Standards”, 
as defined by the 2018 Report of the G20 Eminent Persons Group on “Global Financial 
Governance”. The “Finance in Common Summit” has achieved to build an alliance 
of PDB of different types around the world, which not only gave evidence to the wide-
spread re-gained recognition of the role that such banks can have, but also through 
peer pressure and sharing of best practises should lead to assess both risks and op-
portunities and identify the critical features that make PDB a factor of financial mar-
ket integration and reform. I trust that this will imply to emphasize the determin-
ing role that private players and the market mechanism play in financial develop-
ment, and the significant help that PDB can provide to strengthen and make mar-
kets more open deeper and more transparent. I also hope that in the new euphoria 
that globally PDB have recently created, the political programs and reforms for in-
tegrating and liberalizing financial markets at the cross-country level, an in partic-
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ular for re-launching the Pan-European vision of integration and development of bank-
ing insurance and capital markets, will be put back at the top of the policy agenda.  

 
14. conclusions 

 
What are the main points of conclusion we can draw from the previous discussions? 

Three ideas in my view stand out as the practical next steps, which should be set 
in motion immediately: 
1. A Pan-European Post-Covid Recovery Fund should be launched by the EU as a ges-

ture of solidarity at this critical juncture and support for urgent growth – and in-
tegration-enhancing reforms needed in the Pan-European region. Drawing on 
the parallelism with the NGEU, the programme could be named “Next Genera-
tion Europe”. Intervening now has a double advantage: it gives a strong signal 
to the peoples and public opinions of the region that Europe is not a distant and 
reticent entity, but rather a community capable of empathy and idealistic moti-
vation. Besides, such an effort, and its budgetary implications, would appear ful-
ly justifies in the eyes of the EU population, because it is an extraordinary and 
temporary measure that responds to a dramatic shock that cannot be attribut-
ed to the responsibility of individual countries and has hit more hardly the most 
vulnerable communities. 

2. The EBRD should strengthen and make more organic its links with the Union for the 
Mediterranean (UfM) and its member countries. It should be perceived more as 
the reference Bank for the UfM. The EBRD shareholders should issue a strong 
political statement to declare that the Bank has its doors open for access to the 
UfM members that are not yet EBRD members (such as Lebanon, Algeria, Mau-
ritania, etc.) and that qualify for membership (criteria would have to be set in 
a transparent way, not subject to political manipulation). At the moment, there 
are already six Mediterranean countries that have joined (Egypt, Israel, Jordan, 
Morocco, Tunisia, Turkey). The fact that EBRD is located in the City of London 
should not be perceived as a liability in the frustration climate generated by Brex-
it. On the contrary, London remains an important financial centre of the Pan-Eu-
ropean region and hopefully also the British authorities will eventually wake up 
to this unavoidable reality. 

3. The bilateral and multilateral dialogue between the financial communities of the Pan-
European region, including South Eastern Europe and the Euro-Mediterranean, and 
those of the EU should continue and intensify. The Italian financial communi-
ty, represented by FeBAF, is strongly committed to this process and intends to pair 
up with other Mediterranean EU communities, in particular the Spanish one, in 
upholding the values of the Barcelona process and take a leadership role. Such 
dialogue should aim at improving reciprocal knowledge, promoting partnerships 
and explore all opportunities for more cross border relationships and activities 
and for integrating banking insurance and capital markets. In such a dialogue 
clearly the Euro-Mediterranean lags behind Eastern Europe: for instance, we miss 
in the Mediterranean something similar to the so called “Vienna Initiative” for 
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Eastern Europe. This forum was set up in 2009 after the financial crisis by banks, 
international institutions, Governments and other stakeholders to promote co-
operation, ensure that large banks commit to maintaining exposure to subsidiaries 
and recapitalize them, strengthen cross-border regulatory cooperation, and more 
broadly enhance dialogue. The Initiative has been considered a success, because 
of its impact on mitigating the crisis and minimizing financial distress in the tar-
get region. Something similar should be established also for the Euro-Mediter-
ranean. The dialogue there among the Central Banks, which started in 2004, looks 
very promising; it should be continued and strengthened, providing support also 
for the involvement of private players. 
 

Other ideas need a longer-term perspective, more careful gestation and bolder vi-
sions. For their nature and importance, they should feature prominently in the Con-
ference on the Future of Europe that the Von-der-Leyen Commission has planned and 
committed to. Among them, I wish to mention the following three: 
1. The accession process should be unblocked. For all the countries of the Pan-Euro-

pean 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 sheer prejudice, political opportunism, and anti-enlargement 
rhetoric. Enough with the enlargement fatigue! Making the enlargement the scape-
goat 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 sug-
gestion made in a Bruegel Paper of a two-step accession mechanism (see 
Cameron and Leigh). We had suggested in a previous paper (see Garonna 2020) 
the establishment of an outer circle of Pan-European integration (Wider Europe). 
Whatever mechanism is chosen, opening to accession of all possible candidate 
countries, provided reasonable conditions are met, should not be a taboo any-
more. This runs deeply into the interests of the NGEU.  

2. The creation of a “Pan-European Monetary System” an a “Payment Union” is a fun-
damental component of the Pan-European integration process. The insights and 
suggestions provided by the International Triffin Foundation (see Flor, and De 
rambures) are of paramount importance and should be further developed. This 
in my view forms part of the necessary strengthening of the international role 
of the Euro, and its taking responsibility not only for the EU, but also for the whole 
of the Pan-European region, and possibly beyond. This is a pre-condition for cre-
ating or re-creating a more balanced and cooperative global financial system (in-
cluding the role of the SDRs). Europe, and the Euro, as global players (if they 
manage to become that) have an historic mission to accomplish.  

3. Finally, opening up the capital of EBRD to private players would give a strong sig-
nal of what is required for Pan-European integration of the financial sector. It is 
not (or not only) a question of leveraging private market resources and unleashing 
the potential for sustainable financial development and investment. The general 
principle that should be brought home is that it is the market and the private sec-
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tor that should have the leading role in financial integration and investment and 
take the driving seat.  

 
In his excellent book, Fathallah Sijilmassi, former Secretary General of the UfM, re-
views and comments on his experience at the helm of the fledgling organization. His 
conclusion, that stands in the title of the book, is that “l’avenir de l’Europe est au Sud”. 
Provided that South here is intended to include also South Eastern Europe, and the 
whole of Eastern Europe, we strongly endorse such a statement. The future of Eu-
rope is in the South. 

“The Mediterranean [and Eastern Europe] cannot continue to be represented as the 
cemetery for the illegal immigrants. It is one of the most beautiful regions of the world. 
It is not by accident that it is the first tourist destination of the world with 350 million 
visitors a year, one third of global tourism. … It is a 800 million community, with a great 
majority of young people among them, sharing a common space and a common reali-
ty (Sijilmassi, p. 8)”. 

 
Rome, February 2021 
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Technology and Sustainability at the Heart of the Recovery 

gabriele galateri di genola* 

The contribution makes a brief outlook of the global economic and geopolitical sit-
uation, with a focus on Eastern Europe, trying to sketch the most crucial issues for 
the near future. Moreover, it outlines the guidelines for a sustainable recovery driv-
en by the private sector, concluding with the specific role of insurance.  

 
1. a global outlook 

 
What we are witnessing is by far the largest economic slump since the Second World 
War. The need to protect citizens’ life has forced governments to freeze activity in 
large parts of the economy, creating an unprecedented level of disruption. The IMF 
estimates that world GDP will fall this year by at least 3.5%. As a comparison, in 2009 
global activity barely contracted (-0.1%).  

The virus has hit all the economies and the effects were magnified via trade and 
global supply chains.  

 
In the US COVID-19 cases developed later than in Europe. The IMF expects the econ-
omy to contract by 6.5%, recovering only at the end of 2021.  

 
In Europe, member countries were hit by the pandemics with different degrees of 
severity, depending also on the health measures put in place and the state of the na-
tional healthcare systems. The 7.5% GDP fall predicted by the European Commis-
sion for the EU as a rather large difference across countries.  

Overall, the Northern European area has proven more resilient than the South-
ern one.  

The response of the ECB and the European Commission has been timely and mas-
sive, I am sure that all countries will go beyond some different positions which still 
exist and understand that a strong mutual reconstruction effort is of essence for the 
survival of the EU project.  

  
Focusing on Central and Eastern Europe, where Generali is active in more than 10 
countries, we can say that the differences among them are higher than in the rest 
of Europe. Part of the economies are classified as advanced according to the IMF, al-

* Chairman, Assicurazioni Generali 
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ready exceeding some of the EU older members in terms of GDP per capita, like Czech 
Republic and Slovenia. Others have a longer way to go but their improvement was 
also impressive, like Serbia. Convergence of CEE towards the richer EU is anyway 
expected to continue.  

In the context of COVID-19, Central and Eastern European countries proved very 
successful in containing the virus outbreak, but will inevitability suffer from the plunge 
in global economic activity. Their performance is expected to be in line with the EU 
average.  

  
Russia requires specific observations. It is heavily exposed to oil and other commodities, 
although its vulnerability to oil prices swings has been substantially reduced over 
the past decade. Additionally, monetary policy has gained credibility and the abil-
ity of the central bank to achieve the 4% inflation target is unquestioned.  
  
We come, then, to the last point of the global outlook: Emerging Economies. They 
were hit by a perfect storm of collapsing global trade and large outflows triggered 
by international investors while facing the pandemic with in many cases underde-
veloped healthcare system. The poorest countries may turn up to be the biggest ca-
sualties of Covid-19 and any initiative to ease their pain, like the plans for debt re-
lief, should be supported.  

 
2. key issues for the future 

 
Now, I want to move to the key issues for the near future.  

After the health crisis is over and the economy has stabilized, we will be facing 
a “different world”, bringing with it some crucial questions.  

First of all, the destiny of global trade. The Covid-19 experience proved that, while 
complex multinational supply chains promote efficiency and cost containment, they 
can become a burden in case of a global crisis. Moreover, the need by national gov-
ernment to have some control over strategic sectors like healthcare supplies has dra-
matically come to the fore.  

This will not mean the end of globalisation, but surely multinational firms will 
rethink supply chains, in order to shorten and simplify them. This and the development 
of artificial intelligence will lead to the reshoring of some activities from Asia and 
other low-cost countries. A key question for Europe is then whether member coun-
tries are prepared to exploit this opportunity. Central European Countries may have 
an advantage given the impressive track record they showed in gaining a solid foot-
print in key global industries.  

The COVID crisis will necessarily have an impact on the activity of the European 
Union. Fostering the recovery and making the economies more resilient to possible 
new global crises need a region-wide response, which should be supported and re-
inforced by the private sector, insurances and banks above all.  

Currently, the discussion around the European Recovery Fund shows that mu-
tual trust with a few countries has still to be consolidated. Bridging the gap requires 
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sometimes painful compromise by all member states, but it is a precondition to all 
other initiatives that are being discussed and planned, first of all, the much-need-
ed Banking Union.  

  
3. megatrends still in the agenda 

 
Last but not least, the biggest issue is related to how to match the need to move to 
a greener economy with increasing public debts and the fact that low oil prices will 
make renewables less competitive.  

 
4. engagement for climate in the eastern europe 

  
The transition to an economy with a low environmental impact implies in many coun-
tries a complex transformation, as it will involve around 1.5 billion workers through-
out the world. This is the case of Eastern European countries, where Generali supports 
a ”fair” transition for workers and communities. This is pursued through an investment 
and underwriting strategy which involves the main stakeholders potentially interested.  

So far, the engagement process activated by Generali, has been directed to 8 coal-
related companies in countries with a share of coal in the national power mix that 
exceeds 45%. In making the decision whether to continue or terminate – as we did 
in two cases – insurance contracts with the companies involved, we consider green 
criteria and concrete plans for the switch to alternative energy sources, to be mon-
itored every two years.  

  
5. europe’s green recovery 

  
The coronavirus emergency is forcing us to learn important lessons and to do more. 
The issue of climate change is strategic now more than ever before.  

This is the scope of the Green Recovery alliance, recently subscribed by Gener-
ali and other 200 companies at European level. The initiative has been launched by 
the European Parliament to revive the economy through sustainable investments.  

Signing this alliance is a natural step for Generali as we have adopted, since few 
years, an integrated approach to ESG issues in line with the Purpose of our Group 
– which is ”to help people to shape a safer future by caring for their life and dreams”.  

 
6. the role of insurance 

  
My last comment on this keynote speech is on the role of Insurance, with a partic-
ular focus on Eastern European Countries.  

In Eastern Europe, the importance of insurance for economic growth and de-
velopment is high, especially in the field of infrastructures, which improved dra-
matically in recent years and stills remain a priority for public investments.  

Insurance activities, whose solvency ratio is showing strong levels of resilience, 
are having an impact on both economy and capital markets but also on society as a 

technology and sustainability at the heart of the recovery
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whole. Insurance provides risk sharing and prevention of losses, which is helpful for 
economic subjects and the economy. Insurance companies also have expertise in in-
vesting premiums in long term assets, which in turn helps to develop capital mar-
kets in the region.  

In particular, the role of pension insurance has been increasing also due to the 
ageing population. The “peace of mind” that insurance provides cannot be measured, 
unlike assets under management and insurers’ contribution to GDP. Gross written 
premiums represented around 3% of GDP in CEE region at end-2018 and assets un-
der management of the CEE insurance companies ranged between a few percent of 
GDP in most of CEE and up to 15% in Slovenia. This is still below the European av-
erage of 7.5% in case of premiums and almost 60% of GDP in case of assets under 
management.  

  
7. profitable growth in the region 

  
In recent years, the Generali Group went through a major strategic reorganisation 
within the CEE region designated as a growth driver and a core investment market. 
This strategy is delivered through three key pillars:  
- Profitable Growth through internal business development, disciplined M&A ac-

tivity and expansion of the asset management as a complement to the life insurance 
offer for retail clients. The acquisition of Adriatic Slovenia in Slovenia and Con-
cordia and Union Investment in Poland are clear examples.  

- Capital Management and Debt Reduction, whose target has already been 
achieved at the end of last year.  

- Digital transformation to improve customer experience rough advanced and in-
tegrated solutions. This fully digital and holistic approach is a distinctive com-
petitive advantage for the Group and for this reason all transformational initiatives 
are driven from the centre to the regional level to ensure cross border coopera-
tion and to fully exploit the potential of synergies across geographies. 
 

8. conclusion 
  

Going to the conclusion, the new world we will have in front of us at the end of the 
emergency will require financial institutions to answer new challenges, new 
paradigms relating to the protection of people and the management of savings.  

To answer it, I think it is necessary, as Generali has been doing for years, to in-
vest in two directions: digital technologies and cybersecurity which are increasing-
ly becoming a key to guarantee protection to the asset, productive activities and peo-
ple, their privacy and savings; and we should continue to invest in sustainability, by 
applying and strengthening governance systems to support responsible businesses, 
which aims at excellence in all its processes, focused on the major issues of our time, 
to contribute to a fairer society.  
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Today, like never before, we have a huge responsibility in being able to shape the world 
for future generations, putting our business to the service of man and the quality of 
human life.  

technology and sustainability at the heart of the recovery
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Investing in the Pan-European Economy 

roberto antonione* 

When the EU high representative said that the Covid-19 could have an impact on 
geopolitics at the global level, was making a clear point. He underlined that the pan-
demic would even reshape our world, in particular he referred to a struggle for in-
fluence probably hinting at China’s aggressive mass diplomacy to consolidate its pres-
ence in Europe. 

 
Regardless, I would be careful about speaking of a new geopolitical scenario after 
the pandemic shock. I would rather say that instead of creating a new scenario the 
Coronavirus pandemic is exacerbating existing geopolitical trends on which the grow-
ing US-China competition is the most pressing.  
 
Therefore, if we want to understand post pandemic geopolitics in Central Eastern, 
South Eastern Europe, the CEI area, we shall broaden our view and look at what is 
happening globally. 
 
The two superpowers are engaging in a battle of narratives or, more properly, in a 
disinformation war to influence international public opinion about the responsibility 
for the spread of the Covid-19. In parallel they are competing to become the first coun-
try to develop a vaccine which would bring about consequent geopolitical benefits. 
 
The US-China confrontation intensified by the global pandemic is highlighting two 
additional aspects that cannot be ignored. On the one hand, the shift in the economic 
balance of power from West to East with China likely to rise from the crisis as a big-
ger global player according to several analysts; on the other, weakness of multilat-
eralism and the related lack of global leadership. Rather than promoting interna-
tional cooperation, which is even more crucial today, multilateral institutions are be-
coming battlegrounds where conflicts between superpowers are preventing the de-
sign of concerted responses. 

 

* Secretary General, Central European Initiative – CEI
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Trump’s America First policy and his fragrant disapproval of multilateral institutions 
such as WHO are leaving a leadership void that China is trying to feel by projecting 
images of supporters of internationalism but the question is: what about Europe? 
Is there a place for the EU in this geopolitical context? 

Our concern about an increasing influence of China is undoubtedly strong, in par-
ticular with regards to the CEI area. It is not by chance that on the 25th of March the 
European Commission issued a communication to the member states on the protec-
tion of Europe strategic assets warning against foreign direct investments from third 
countries. 

 
Before the pandemic, reaching a joint EU position towards China was difficult, es-
pecially after the establishment of the 17+1 group. Against this background, the health 
crisis and its socio-economic consequences can represent an opportunity for China 
which can seek to expand its influence in Europe through the provision of funds for 
the economic recovery. 

This aspect is of particular importance for two sub-regions encompassing the broad-
er CEI membership, namely the Central Europe countries of the so called Visegrád 
block and the Western Balkans. 

 
By looking at Visegrád we cannot but notice once again that Covid-19 is acting as 
an accelerant of existing geopolitical trends. Here the perception of the fast Chinese 
support addressing the low and uncoordinated EU response has fed to Euro scepti-
cism of leaders such as Viktor Orban in Hungary or Miloš Zeman in Czech Repub-
lic. These can certainly stimulate and hence nationalism underpinned by a stronger 
belief in the legitimacy of an autonomous foreign policy action; also in the Balka-
ns, whose integration process in the EU represents one of the main political prior-
ities of the CEI, governments have instead a pro-China narrative.  

The EU promptly reacted by approving 3.3 billion aid package, officially announced 
at the recent EU-Western Balkans summit under the Croatian EU presidency.  

 
In addition to reaffirming the EU unequivocal support for European perspective of 
the Western Balkans the adoption of Zagreb Declaration should make it clear that 
this support and cooperation goes far beyond and any other partners has provided. 
Hopefully this would give new momentum to the later process in the Western Balka-
ns, following the important step of opening accession negotiation with Albania and 
North Macedonia. 
 
Indeed, influence from third countries through either a strategic investment on on-
line disinformation campaigns and cyber-attacks is to be monitored in order to avoid 
any risk of destabilisation and this is true not only for a global actor like China but 
also for assertive regional players such as Russia and Turkey. 
 
Concluding this brief overview, I would like to underline that also the CEI members 
states have been and will be confronted with a strategic choice between nationalist 
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isolation and global solidarity, as the historian Yuval Harari has putted in a recent 
article in The Financial Times. In my capacity, as CEI Secretary General, it’s easy to 
figure out which my position is vis à vis this choice.  

 
Therefore, we have rushed to make our contribution to international cooperation 
and regional solidarity by promoting free interlinked initiatives in response to Covid-
19. 

Firstly, we have set up a CEI-WHO taskforce to foster policy dialogue data exchange 
and coordination among our governments where we act as policy coordinators and 
the WHO regional office for Europe, provides scientific advices. Secondly, we orga-
nized on 15th of May a virtual summit of the CEI prime ministers in cooperation with 
the current Montenegrin CEI presidency. The unanimously adoption of a joint state-
ment on solidarity and cooperation, lease the group for coordinated actions with re-
gards to the health emergency and to the socioeconomic recovery. Thirdly, in order 
to complement this top-down intergovernmental approach with a bottom-up action 
we launched an extraordinary call for proposals which recorded an impressive re-
action from our countries with about seven thousand applications submitted, 
eventually around 20 projects will be funded, they will represent interesting pilot 
actions on topics such as telemedicine, distance learning, digitalisation and smart-
working. 

These were just initial actions to encourage and immediate response based on 
cooperation and trust between and among our member states. 

 
I am aware of the fact that much still needs to be done to transform the global cri-
sis into an opportunity, for strengthening international relations both within the EU 
and between the EU and its closer neighbours. The CEI is ready to play its part. 

 
 

investing in the pan-european economy
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We Can’t Afford to Sleepwalk.  
The Post COVID19 Policy Response 

enzo quattrociocche* 

We witnessed financial crises before, but the COVID-19 pandemic has made us all 
observers to the unfolding of an unprecedented set of economic consequences. 

The current crisis – differently from the previous ones which were mainly of fi-
nancial nature – is relatively unique insofar, as it is totally exogenous and unexpected. 
That means that, while the size of various financial assistance packages matters, the 
speed of delivery matters more. 

The task is further complicated by the fact that we currently have to make brave 
assumptions in projecting the level of ultimate contraction of economic growth, since 
much of this is also dependent on a series of unknown variables such as vaccine avail-
ability, the ultimate impact on government budgets, and modelling trends in the rate 
of infection. 

Whilst some national responses to the COVID-19 pandemic have come in for crit-
icism, it is key to recognise that the post-crisis rebuilding-phase will require a co-
ordinated and timely national, regional and global response. Indeed, without it, the 
impact on the global economy will be far severe and long lasting. Moreover, it has 
never happened in the living memory to have Governments worldwide required to 
intervene on such a scale, and never has the international policy environment been 
more profoundly impacted. A major input into this mix is the need to mobilise cap-
ital on a scale we have not previously seen, and from a much broader array of sources. 

 
1. early geopolitical trends 

 
Whilst it is too early to predict with great certainty the impact of the crisis on geopol-
itics, some trends affecting the regions in which we operate can already be discerned. 
 
Nation states are making a come-back as the predominant political structure, whilst 
international regimes, institutions and multilateralism are under strain at best and 
weakened at worst. This trend was undoubtedly in train prior to the pandemic, but 
the unique circumstances of the current situation have accelerated it. 

* Secretary General, EBRD
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Greater emphasis on national resilience and aversion to dependency on imports 
of sensitive goods and on long supply chains could result in a slowing (and partly 
in a reversal) of globalisation. 

The health emergency has strengthened current leaderships in most countries. 
This is unlikely to continue, if the economic downturn is severe. As a consequence, 
the stability of several already stressed states could be under threat. 

Massive falls in the oil price have weakened a number of regional powers such 
as Iran and Saudi Arabia, whose influence rests on their income from energy exports. 
Whether this continues in the recovery phase and what the impact of cheap ener-
gy will be on the push towards cleaner forms of energy remains to be seen. 

 
2. ramifications for south eastern europe 

 
Looking at the South-Eastern Europe (SEE) region, output contractions from this cri-
sis are greater in magnitude than those witnessed in the Global Financial Crisis and, 
might, potentially longer lasting. In the case of Greece, for instance, projections by 
the Government suggest the economy could contract by over 10% over the next year 
and other countries within the region can expect similar contractions. 

Another crisis of recent years that might parallel this level of contraction is the 
Asian Crisis in 1997, where output contractions were severe, but the strength of the 
policy response ensured that these were both temporary and largely regional. 

The risk that the economies of SEE may not reactivate overnight is dependent 
on several factors: 
- Their major export market for the region is the EU, and their rate of recovery has 

been historically slower to activate; 
- Remittance flow to the region has been significantly restricted and could get worse 

with the tendency of some European jurisdictions to restrict economic migration. 
In the medium term, the need to repair household finances can act as a catalyst 
for a renewed migratory push and a skill drain from the region; 

- The supply side of the economy has been damaged, including people’s chances 
to go back to work. There is no guarantee that many of them will return to the 
same jobs. While the contraction of the workforce was savage in the early stages 
of the pandemic, it takes longer to hire new staff than it does to fire old staff – a 
trend that is relevant in both SEE and EU countries as growth requires a return 
of consumer demand and confidence; 

- Households will need to rebuild financial buffers, and this equally applies not only 
in the region but also with the region’s major trading partner, namely Western 
Europe. Consumer confidence has been battered, but – more significantly, the 
confidence to undertake longer-term financial commitments such as mortgages 
is also impacted. 
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3. financing the rebuilding and recovery 
 

The contemporary financial scenario makes it clear that there will be defaults, 
bankruptcies and restructurings. The nature of emergency and ongoing assistance 
will also place significant pressures on government budgets. Governments will need 
to borrow more and potentially taxes may need to be raised in the medium term to 
pay for the reconstruction. 

It is evident that there are going to be fundamental challenges on how the re-
covery from this crisis can be funded. Here some examples. 

Financing through traditional channels such as the banking system is critical, but 
it is not enough. This clearer in South Eastern Europe, where the financial system 
is 90% bank dominated (compared to the EU at 75% and the US at less than 50%). 
As banks build their capital buffers in light of new regulations, their ability to pro-
vide longer-term funds will also diminish. 

More pools of long-term savings need to be deployed for rebuilding longer term 
infrastructure products and the ultimate instruments for deployment are the capi-
tal markets. 

There is a tendency of governments to look to nationalise funded Pillar II pen-
sion schemes. Whilst this appears fiscally appealing in the short term, the risk of long-
term damage to the financial system and negative impact on financial stability is huge. 
In this scenario, the region will only become more dependent on an over-stretched 
banking system and on volatile foreign investment flows and heightened currency 
vulnerability. As Asia learnt in the 1997 crisis aftermath, mobilising domestic funds 
in the region’s economy through the expansion of domestic capital markets goes a 
long way to mitigating this risk. 

Municipal infrastructure is one of the vulnerable sectors, which require the pro-
vision and availability of longer-term debt. As first responders in the crisis, their costs 
have escalated, and their revenue capture has diminished. Generally, the sector will 
be unlikely to be able to rely on Central Government bailouts because that source 
of finance is also stressed. This means that funds mobilised by the insurance and con-
tractual savings sectors (such as pension funds) are critical to the recovery. 

To ensure that capital can be efficiently mobilised, payment systems and exchange 
controls need to be recalibrated to encourage inflow and reduce currency vulnera-
bility. This does not mean micromanagement of the exchange rate, but more an ex-
pansion in the development of basic hedging products such as FX and interest rate 
swaps. 

Some form of deal enhancement such as first loss guarantees – from governments 
and IFIs – will be needed to make early projects attractive. The key is to mobilize pri-
vate finance quickly in the sectors that need rebuilding but at the same time not to 
crowd out private investment. 

Some of the region’s financing requirements are temporary. Thus, short term fi-
nancing is also critical to the recovery phase. Trade finance and security-based in-
struments – such as commercial paper – facilities might fill this gap and are being 
assessed in Eastern Europe and SEE Markets (Romania, the Baltics, and Hungary). 

we can’t afford to sleepwalk. the post covid19 policy response
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This can take some strain away from banks as pension funds are presently running 
long cash and have previously shown willingness to invest in these instruments in 
other regions. 

 
Overall, even though it is not a rosy picture the one depicted so far, there is always 
much to learn from a crisis. Indeed, there are several potential positives for the re-
gion that we should leverage upon. 

The region’s growth rate has a history of outperformance when compared to West-
ern Europe – the incentive of global retooling away from single sources of products, 
such as China, may actually work in the region’s favour. 

The region has shown itself to be resilient in the face of previous upheavals. 
Crisis rebuilding is often the catalyst for significant financial sector reform. The 

best example is the major development of local currency capital markets in Asia in 
the aftermath of the 1997 Crisis. Efforts to develop the capital markets are now more 
critical than they were previously – singular reliance on the banking sector increases 
the risk of financing blockages. 

There is grant financing available for financial sector reform and LCY first loss 
facilities from the EU and other donors. International financial institutions (IFIs) are 
looking at ways to increase their LCY lending operations but they need a function-
ing local capital market to make it happen more effectively and to ensure that oth-
er investors “follow us in”. 

Interests rates are lower than they have been during other crises (and much low-
er in the region compared to 2008), thus the interest costs from taking on new debt 
is potentially lower. The challenge is to get cash to critical sectors such as tourism 
and SME 

 
4. the role of the ifi community and the way forward 

 
IFIs are showing committed to assisting the region. Indeed, multilateral institutions 
were established, at first, for these kinds of crises. They cover different tasks as to 
invest where others will not; to be counter-cyclical; to provide a bulwark against eco-
nomic – and possibly even political – collapse. 

IFIs such as the European Bank for Reconstruction and Development (EBRD) have 
already taken steps to escalate their crisis response. As the economic and social im-
pacts of the pandemic magnified, IFIs introduced first level response programmes 
aimed at: a) strengthening health infrastructure; b) supporting viable businesses; 
c) assisting financially vulnerable households; and d) offering budgetary support. 

The second level response is the redeployment of lending and technical coop-
eration projects in 2020 and 2021 toward the crisis and, more importantly, putting 
in place the foundations of the eventual recovery. The 10 largest IFIs have commit-
ted $300 billion, not necessarily/entirely new financing but putting emphasis on fast 
track facilities (like the EBRD Solidarity Package) and guarantee funds. 

To this end, EBRD has designed, agreed, and already delivering an evolving and 
dynamic 4 billion Euro “Solidarity Package”, which should provide the operational 
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framework and the leverage for the Bank to invest an ambitious 21 billion Euro in 
2020 and 2021. 

In terms of facing the emergency, the EBRD will focus on mobilising maximal cap-
ital to vulnerable sectors, notably: 

The financial sector, where, among other things, it shall contribute to meet the 
strong demand for risk sharing products; it shall help answering the cry for help to 
support and revive trade via our Trade Facilitation Programme; and, it shall devel-
op new capital market products, besides providing credit lines to local banks. 

The SME sector, by providing first loss risk cover for on lending to SMEs under 
credit lines and guarantees on portfolios of loans. 

Tourism and agribusiness where short term financing instruments such as com-
mercial paper programs may assist filling the gaps between costs and revenues. 

Medical supplies, by financing companies that produce medical products and by 
supporting imports and exports of healthcare products through Trade Facilitation 
Programmes. 

The crisis has sharply brought into focus many of the challenges that already ex-
ist. Yet, there may also be new opportunities. Beyond the immediate crisis response, 
work on recovery and addressing the long-term fundamentals of building a sustainable 
market economy must continue. 

The EBRD is determined to play its role in the recovery phase, mainly focusing 
on supporting the transition to a low carbon economy and promoting equality of op-
portunity while accelerating the digital economy. 

Maintaining our focus on the green transition has to remain a core priority. We 
already reflect this continued “tilt to Green” in our Solidarity Package, and we will 
continue to do so in the upcoming preparation of our new Green Economy Transi-
tion approach for the period 2021 to 2025. We are also continuing our work on Green-
ing the Financial Sector in the Baltics, Greece, Hungary and Poland, by creating a 
more flexible capital market and encouraging greater issuance of green instruments. 

The crisis has also shown that promoting equality of opportunity is critical. Over 
the medium-term, the Bank has the potential to further develop its toolkit and its 
activities to respond to the particular vulnerabilities of women, youth and migrants 
in the crisis. 

The importance of the digital economy – during and due to the crisis – has 
”leapfrogged” several stages, whose completion would have taken much longer in 
normal circumstances. Accelerating its development in countries of operation is of 
heightened importance. 

The composition of the global business will change in response to this crisis. The 
EBRD will remain an active partner of states under stress, and we will build focused, 
joint responses with our partner IFIs, and notably with the EU, the European In-
vestment Bank (EIB) and other European Development Finance Institutions. 

Solidarity must be a meaningful word. By fulfilling our mandate through the diffi-
cult times ahead, the EBRD seeks to express real, tangible solidarity with its coun-
tries of operation. We can secure and defend the qualities of well-functioning mar-
kets that, in time, will contribute to a sustainable recovery.

we can’t afford to sleepwalk. the post covid19 policy response
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The Impact of COVID-19 on the European Capital Markets 

rick watson* 

During the first part of my contribution, I would like to provide a brief overview of 
specifically how CV19 has impacted various pan-European capital markets, some brief 
thoughts on CV19-related “Quick Fix” primary and secondary markets legislation 
under discussion, as well as how CV19 has made the recently-issued CMU High Lev-
el Forum report even more relevant than ever. Although it seems like ages ago, the 
negative impact of CV19 on European markets was very swift. In the space of ten days 
starting on 6 March, liquidity was seizing up rapidly to the point it was difficult for 
issuers to get any new transactions completed in any asset class. The interventions 
by the Bank of England on 11 March, by the ECB on 12 March and concurrent ac-
tion by the Federal Reserve had an enormous positive impact on market liquidity and 
secondary market spreads on those asset classes eligible for purchase by the central 
banks. The securities purchased by central banks included bonds issued by 
sovereigns, supranational and large corporates, but notably not securitisations, nor 
more credit-intensive instruments such as high yield and leveraged finance. It is no-
table that the European equities markets have benefited from a halo effect of these 
central bank initiatives, even though equities are not an eligible asset class in almost 
all major jurisdictions. The provision of liquidity however by bank secondary mar-
ket desks was significantly higher than during the global financial crisis ten years 
ago. European banks have improved the quality of their capital and are well posi-
tioned from a solvency and liquidity perspective to support households and businesses. 
In April, AFME published a comprehensive review of the initial impact of CV19 on 
markets, which we intend to update in the next few weeks. Some of our initial ob-
servations were: a) The central bank liquidity resulted in the largest ever weekly in-
vestment grade bond issuance in Europe, of over EUR 50 bn, including from non-
financial corporates. b) In fixed income markets, spreads vs benchmarks increased 
significantly across all credit asset classes. Although most spreads subsequently de-
clined, they have not declined to pre-CV19 levels. In addition, bid/offer spreads 
widened, in some cases considerably depending on the asset class. c) In equities, al-
though primary offerings declined significantly, quite a few corporates were able to 
place secondary offerings. 

 

* Managing Director, Head of Capital Markets, AFME 

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 67



68 covid era finance in eastern europe

In terms of trading volumes, activity in the first quarter increased in comparison 
to Q4 2019:  

 

 
Not surprisingly, fixed income secondary markets spreads increased significantly:  

 

trading 1q 2020 4q 2019 %chg (latest)

Equity (ADV in EUR bn) 60.9 42.5 14.7%

Corporate (ADV in EUR bn) 73.9 54.8 34.9%

Sovereign debt (ADV in EUR bn) 79.1 62.9 25.8%

FX (thousand weekly contracts) 67.6 47.4 42.6%

Fixed income swaps (cleared trades) 32.6 23.3 39.9%

spreads 
corporate 3-jun 31-mar 1-jan bps chg

European AAA 76 136 53 +23

European High Yield 536 866 3087 +228

Sovereign

5Y German CDS 10 14 5 +5

5Y Italian CDS 114 104 57 +57

5Y UK CDS 22 28 13 +9

Securitisation

European CMBS Snr Euro FL 200 250 103 +97

European Autos A Euro FL 4-5 Yr 200 275 76 +124

UK Cards A GBP FL 7 Yr 260 350 150 +110

ECB eligible Spanish Snr RMBS 97 135 48 +49

Dutch RMBS Snr FL 5Yr 42 55 16 +26

UK Prime RMBS AA Euro FL 5 Yr 180 260 115 +65

UK Cards BBB GBP FL 7 Yr 360 500 190 +170

Italian RMBS BBB FL 10 Yr 420 500 252 +168
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We also note the widening of fixed income bid-offer spreads, as illustrated in the 
below graph which tracks the difference between closing bid price and closing offer 
price on selected 5Y benchmark government bonds in key Eurozone markets.  

 

 
1. equities 

 
• The secondary equity offerings market has been relatively active on European 

exchanges. Secondary offerings worth €25.6bn have been issued from the be-
ginning of 2020 until 3 June above the €17.2bn issued in the same period in 2019. 

• Equity average daily volume traded on European MTFs and exchanges increased 
94% YoY in March 2020 to €84.9bn per day when market turnover peaked (vs. 
€43.8bn in March 2019). Average daily volume in early June stood at €50.4bn 
per day.  

• Declines of share prices of blue-chip index constituent companies varied across 
countries with YtD declines of between 11-26% as of mid-April, which most re-
cently have partially recovered with year-to-date losses of 6-20% as of early June. 
Company valuations significantly declined over the year as result of the sudden 
change in the economic outlook and the uncertainty around the medium and long-
term financial repercussions of the crisis for the corporate sector. 

• Market volatility of European equity shares rapidly increased to levels seen dur-
ing the 2008-2009 financial crisis. European market-implied volatility of equi-
ty shares increased from 11bps in early January to a maximum of 86bps by mid-
March, that later stabilised close to 30bps in early June’. 
 

2. government bonds 
 

COVID-19 crisis has increased the price volatility and risk premia of European sovereign 
bond markets. For sovereign yield curves, the effect of COVID-19 on the market can 
be observed in the steepening of the Italian curve, and the downwards shift observed 
for the UK sovereign markets. 

the impact of covid-19 on the european capital markets
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3. corporate bonds 
 

• Investment grade (IG) borrowers raised a record amount of corporate debt from 
markets during the crisis; from 1 March to early-June, the IG bond issuance to-
talled €214bn that is a 123% increase to the same period in 2019.  

• First week of April 2020 totalled €56bn, which is an all-time weekly record, and 
even more remarkable taken that large part of the financial sector workforce 
worked from home.  

• The rapid increase in IG bond issuance contrasts with the subdued performance 
of the high yield and leveraged finance markets as investors price in potential cred-
it losses of low-rated corporate debt.  

• Between 1 March and early June, a total of €7.7bn in high yield debt has been 
issued in Europe, a 71% decline compared to the same period of 2019.  

• Leveraged loan issuance has also declined during the COVID-19 crisis as mar-
kets continue to reflect concerns about credit quality and highly leveraged com-
panies. 
 

4. securitisation 
 

There has been a notable decrease in the number of public deals for which there have 
been STS notifications, with only 19 public deals in Q1 2020, compared to 56 in Q4 
2019. 

 
5. economic implications, and official sector interventions 

 
the impact in the Balkan region is significant: In Croatia, 290 000 people applied for 
unemployment benefit during March and April. In Serbia: around 12 per cent of work-
ers in Serbia had lost their jobs. In North Macedonia, unemployment is at 17% with 
9000 new unemployment registrations during the crisis.  

 
In terms of EU-wide measures, officials have:  
• Postponed go-live dates of certain markets regulation.  
• Postponed of certain deadlines for regulatory responses.  
• Proposed a “Quick Fix” package of changes to primary and secondary regulations.  
• Market Abuse Regulation, Prospectus Regulation, and MiFID.  
• ECB allowed banks to operate temporarily below the level of capital of Pillar 2 

guidance, the capital conservation buffer and the LCR.  
• Banks dividend payments postponed as requested by the ECB and the BoE – Basel 

III implementation postponed by one year.  
• Some national market regulators issued short selling bans during the COVID-19 

crisis with the intention to stabilise financial markets.  
• Some European countries have temporarily changed corporate insolvency filing 

obligations and/or enforcement of debts for companies hit by the crisis.  
• UK’s Pre-Emption Group (PEG) relaxed the guidelines that UK listed companies 
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may issue up to 20% of their issued share capital on a non-pre-emptive basis dur-
ing the pandemic.  
 

6. capital markets union 
 

I do believe that the recent CV19 experience in European capital markets demon-
strates even more urgently the need to move forward with implementing key aspects 
of CMU. These include changes to European capital market structure and Mi-
FID/MiFIR, securitisation frameworks, insolvency reform, post trade reform, and many 
other aspects. 

 
 
 
 
 
 
 

the impact of covid-19 on the european capital markets
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chapter ii 
an open and integrated banking sector  

at the service of the real economy 
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Banking and Financial Markets  
as Solution to Europe’s Challenges 

pierfrancesco gaggi* 

In order to introduce the debate of this article, I have widely availed avail of the con-
tent of the document published by the Markets4Europe initiative, a European wide 
collaborative sector campaign aiming at proposing game-changing solutions to de-
velop truly integrated EU financial markets as part of the 2019-2024 agenda. As ABI, 
we strongly support this initiative and are fully involved in its developments. 

 
A fully functioning Capital Markets Union (CMU) is vital to meet corporates’ fund-
ing and investors’ investment needs. Greater diversity of financing will make Euro-
pean financial system more resilient and economies more capable of facing the enor-
mous challenges and strains imposed by the Covid-19 pandemic, but also fundamental 
challenges in the coming years: an ageing society will demand a better allocation of 
household savings; digitalisation will be a game-changer for companies to stay com-
petitive vis-à-vis new challengers and climate change will accelerate weather-related 
risks and risks that result from the transition to a CO2-neutral economy. 

These challenges require that financial markets of the EU improve on both the 
funding and the investment side. One of the primary ways to get there is by financ-
ing innovation for growth. European companies need access to a variety of financ-
ing solutions to find those which best fit their business model and growth phase. Thus, 
the EU has to re-think financing in the form of ecosystems: i) start-up investors are 
more willing to invest if there is a liquid exit market; ii) small and medium enterprises 
(SMEs) may access capital markets through bond issuances, as a first step; iii) bank 
loans remain the most convenient part of their external financing; iv) companies of-
ten need to issue long-term bonds to refinance short- to medium-term bank loans 
taken out to expand initially. A solution would be to favour the development of Eu-
ropean pension funds to allow them to invest more in direct company equity, either 
directly or via investment funds. The tax system could contribute to market devel-
opment by supporting equity-financed investments. 

Other ways in which the EU can serve its citizens are by: i) saving and investing 
in ageing societies; ii) promoting stability and risk-sharing; iii) financing the needs 
of sustainability (a liquid market for green bonds serves as a bridge between the long-

* Head of relations with EU associations and International affairs, Italian Banking Association
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term nature of green investments and the preference for short-term profits); and iv) 
strengthening the EU’s sovereignty in global competition. After Brexit, the EU, to com-
pensate for the loss of London as a financial hub, has to support the stronger de-
velopment of ecosystems in the EU and the interconnectedness of its financial cen-
tres. Stronger capital markets would also increase the attractiveness of the euro as 
a currency both for investments and for financial transactions. 

The obstacles to deeper and more integrated capital markets can be distinguished 
along two major categories, depending on whether to be constrained is the availability 
of capital to invest in capital markets or the demand of enterprises for capital. 

Obstacles included in the first category concern several aspects: firstly, the high 
degree of fragmentation of the EU banking sector: indeed, creating a genuine and 
effective CMU requires a vigorous role to be played by European banks in financial 
markets and a regulatory framework that allows the European banking industry to 
operate seamlessly across borders and play a strong intermediary role within cap-
ital markets; secondly, the fragmentation of the EU’s capital market caused by different 
national tax laws, company laws, securities laws and insolvency laws (including dif-
ferences in procedural laws and practices), as well as a fragmented system of financial 
centres. And penal laws too. It has long been recognised that the EU needs a more 
integrated and harmonised securities post-trading environment, which would reduce 
the cost of cross-border clearing and settlement, of asset servicing and other relat-
ed investor services; finally, retail investors’ behaviour to not invest in capital mar-
kets sufficiently, because they either hold more housing assets and less private pen-
sion assets or suffer the lack of trust or are held back by the complexity of related 
tax procedures, domestically or across borders. 

Obstacles constraining the demand of enterprises for capital are represented by: 
i) difficulties to set up an enterprise, both in one country and across borders. In this 
field, digitalisation would be an important solution for enabling cross-border activity, 
but it is not sufficiently widespread; ii) taxation’s distorting effect; indeed, to be tru-
ly competitive, an enterprise must be able to choose the source of its financing based 
on the suitability of the financing, and not the tax treatment. It is also important to 
avoid taxes that result in undue strains on banks’ cost structure and thus impair their 
ability to finance the European economy. In this context, the impact of the VAT treat-
ment of financial services should be considered, given that the current regime cre-
ates distortion and legal uncertainty; iii) shortage of visibility to investors, especially 
to cross-border investors. To provide the missing links between enterprises and in-
vestors, Europe needs a more diverse range of actors, e.g. more market-making and 
more company research; and iv) lack of a common standard for loan documentation 
which could reduce the complexity of securitisations and improve transparency for 
investors. The documentation of a loan to a non-financial corporation differs in each 
of the Member States, making SMEs loans less comparable on a cross-border basis.  

To remove these obstacles and make further integrated, liquid, dynamic, and more 
resilient capital markets in Europe is necessary to intervene at three levels, respec-
tively involving EU-level legislative actions, coordination of best practices among the 
Member States, and financial services industry actions. 
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EU-level legislative action would aim at: i) improving cross-border investment, 
for instance, by providing more clarity on which securities law applies to determine 
who owns what asset with harmonised seniority classification of claims across Mem-
ber States, simplified and harmonised procedures for registering securities; ii) mak-
ing securitisation a true bridge between lending and markets, by allowing banks to 
issue loans and sell loans as fully digital contracts, recalibrating capital charges and 
allowing banks and investors to open up capital currently locked in long-term cap-
ital-intensive bank loans for new/additional sustainable investments; iii) reducing 
the tax burden for enterprises, by harmonising the calculation of the tax base in the 
EU and introducing a special regime for start-ups (e.g. no taxes for the first three years); 
iii) making companies more visible, by making it possible to register every business 
digitally throughout the EU, providing each company automatically with a Legal En-
tity Identifier, facilitating EU-wide trademarks. Also, the attractiveness for smaller 
companies to be listed on the stock market should be increased by more proportionality 
in regulation, e.g. by reducing regulatory burdens that are not necessary to protect 
the investors in these companies; and iv) removing constraints on capital flows, by 
reviewing the rules on pension funds, insurance companies, and public investments. 

Coordination of best practices among Member States would aim at: i) making 
taxation more friendly to investors in the EU, by promoting the implementation of 
TRACE (Treaty Relief and Compliance Enhancement), as a standardised system for 
claiming withholding tax relief at source of portfolio investments, and removing any 
tax bias against equity instruments, where it exists; ii) recovering through capital 
markets, especially in countries with outstanding state-owned enterprises; iii) mak-
ing it easier to set up companies; iv) encouraging SMEs to access the capital mar-
kets; v) raising awareness of options for pension system reforms, by removing un-
due obstacles for pension funds and for insurance companies; vi) expanding 
knowledge of financial markets to create the next generation of investors and en-
trepreneurs, by improving EU campaign covering financial literacy; and vii) improving 
the EU’s leadership in global financial markets, by ensuring a progressively more co-
ordinated supervisory convergence between the European Supervisory Authorities 
and the National Competent Authorities, and leading efforts on international stan-
dard-setting and the international regulatory dialogues. 

Financial services industry actions would aim at: i) promoting the securitisation 
of SMEs loans, by the further harmonisation of the underlying loans, thus enabling 
capital markets to improve bank lending indirectly; ii) embracing new technologies 
for improving of transactions the efficiency; iii) activating industry role in financial 
education, in partnership with the EU and national governments, by teaching investors 
(students, households, and investors of different ages) the opportunities and ad-
vantages of long-term stock market investments and how to manage their risk through 
diversification; and iv) taking initiatives to help start-ups and scale-ups to be expanded, 
by exchanges aimed at creating a nourishing environment for growing companies. 

 
Capital markets have the potential to boost the EU economy and deliver tangible, long-
term benefits to the EU citizens. Let’s put the markets at work for the EU economy! 
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A Comparative Review of South-Eastern European Banking 
Sectors at the Time of the Pandemic Crisis1 

safet kozarević* 

At the beginning, it will be overviewed the main macroeconomic indicators and as-
sociated parameters of the SEE in order to situate the research issue, i.e. the bank-
ing sectors of the SEE region countries, in the wider, European context. 

 
As far as the main macroeconomic indicators are concerned, it is important to high-
light the following. Figure 1 illustrates the trends of the population changes over the 
period 2002-2018, where we can generally notice a continuity of the population re-
duction, that is, depopulation, in almost all the countries, except Turkey. In 2018 the 
total population of the SEE region was 185,5 million and it was 36,1% of the EU-
28 population, which reached 513,6 million (Turkey’s contribution to the SEE pop-
ulation was 44,2%.) There are plenty of reasons that could explain the current trend 
of depopulation in the region – demographic aging, persistence of high unemploy-
ment, corruption, consequential migrations to the Western European countries, to 
name but a few.  

1. The Financial Service Sector in South-Eastern Europe Economies http://www.febaf.it/trieste-
eastern-europe-investment-forum-2020/#4. 

* PhD, Professor at Faculty of Economics, University of Tuzla
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The total nominal GDP of the particular SEE countries from 2002 to 2018 is pre-
sented in Figure 2. In 2018 the total nominal GDP of all SEE countries was EUR 1.407,5 
billion and it declined by 2,6% compared to the previous year (Turkey’s supreme share 
in the SEE GDP in 2018 was 46,7%). When we compare the SEE GDP of EUR 1.407,5 
billion to the EU GDP in 2018 of EUR 15.909,0 billion, we can conclude that the SEE 
countries generate only 8,8% of the EU GDP. 

Figure 1. Total population of the SEE countries over the period 2002-2018 (in thousands)
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All SEE countries registered the real GDP growth in 2018, as it is shown in Fig-
ure 3. The highest rate of real GDP growth was recorded in Montenegro (5,1%), fol-
lowed by Romania and Serbia (4,4%), and then Albania and Slovenia (4,1%), while 
other countries had the rate of real GDP growth between 2% and 4%. Only Greece 
had the rate less than 2% (i.e. 1,9%). By comparison, an average real GDP growth 
in the EU in 2018 was 2%. 

Figure 2. Total GDP of the SEE countries over the period 2002-2018 (EUR millions)
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Average GDP per capita for the SEE region was EUR 7.588 in 2018 and it declined 
by 2,6% compared to 2017. It was still far below the EU average of EUR 30.980; de-
scriptively, even 4,1 times smaller. As Figure 4 shows, while Slovenia was the SEE 
country with the highest GDP per capita and reached 71,3% of the EU average in 2018 
(in absolute term, Slovenian GDP per capita was EUR 22.083), Ukraine was the poor-
est among the observed countries, with GDP per capita EUR 2.656 (the second low-
est in Europe, after Moldova).

Figure 3. Real GDP growth of the SEE countries over the period 2002-2018 (%)
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As a result of these mostly underdeveloped economies, which are substantially 
behind EU member states, probably the biggest economic problem for most of the 
SEE countries is chronically high unemployment rate (Figure 5), in particular of the 
youth. For example, while the general unemployment rate in SEE countries such as 
Kosovo and North Macedonia was above 20% in 2018, the youth employment rate 
was around 50% (54,9% and 47,6%, respectively). The lowest unemployment rate 
continued to have Romania (4,2%). However, because of intensified emigrations and 
presence of the shadow economy, we should have doubt in official statistics about 
real picture of unemployment in some SEE countries. In order to make comparison 
to the EU countries, in the same year an average unemployment rate in the EU was 
6,8%.

Figure 4. GDP per capita of the SEE countries over the period 2002-2018 (EUR)
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In 2018 the inflation rate was between 0,6% and 4,6%, excluding Turkey and 
Ukraine with the inflation rates as high as 20,3% and 10,9%, respectively (shown 
in Figure 6). In order to make comparison, in the same year an average inflation rate 
in the EU was 1,9%.  

Figure 5. Unemployment rate in the SEE countries over the period 2002-2018 (%)

Figure 6. Average annual inflation rate of the SEE countries over the period 2002-2018 (%)
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1. banking sectors in the see region countries 
 

The financial service sectors of all SEE region countries are considered as being bank-
centric. Banks (i.e. commercial banks) have been playing a decisive role for the eco-
nomic stability and development for a long time. Documents of Basel Committee on 
Banking Supervision (BCBS) and the EU directives have been used as basic guide-
lines for designing the legal and institutional framework. While the SEE countries 
that are the EU member states fully implemented Basel III standards, the SEE coun-
tries that are non-EU member states are at the various stages of the process of adopt-
ing the standards (or recently have adopted them). Nevertheless, the implementa-
tion of the Basel standards in general is one dynamic process, leading to continuous 
revisions (that is, improvements) and suggestions.  

 
As far as the selected banking indicators are concerned, it is important to highlight 
the following. The size of the banking sector relative to GDP, in terms of total banks’ 
assets as % of GDP, in the particular SEE countries indicates its great importance for 
the SEE’s economies, as shown in Figure 7. Therefore, it is critical to assess the sta-
bility and resilience of the banking sector and to identify the most sensitive areas. The 
total banks’ assets as a percentage of GDP in the SEE region countries was 96,8% in 
2018. More specifically, while Greece recorded the largest share of banks’ assets in GDP 
(158,1%), Romania recorded the lowest share of banks’ assets in GDP in 2018 (51%). 
Apart from Greece, other SEE countries with the share of banks’ assets in GDP above 
the regional average in 2018 were Croatia (106,8%), and Turkey (103,8%). In order 
to make a comparison, total banks’ assets in relation to the EU GDP in 2018 was 272,8%; 
in other words, it was 2,8 times higher compared to the SEE region’s average. 

 

a comparative review of south-eastern european banking sectors 

Figure 7. Total banks’ assets as % of GDP in 2018

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 85



86 covid era finance in eastern europe

As Figure 8 illustrates, over the period 2012-2018 the size of the banking sec-
tor increased in all countries except in Greece, Slovenia, and Ukraine. 

Figure 8. Total banks’ assets over the period 2012-2018

The number of banks per SEE countries, represented in Figure 9, varied from 10 
in Kosovo to 77 in Ukraine in 2018. It did not change significantly since 2012, ex-
cept in Ukraine, where it dropped from 176 to 77, Greece, where it dropped from 
52 to 37, as well as Croatia, where it dropped from 31 to 21. 

Figure 9. Number of banks in 2018
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The size of banks in 2018 measured as average assets per bank also varied sig-
nificantly among the SEE countries, traditionally from the lowest level in Montenegro, 
EUR 293,8 million, to the highest in Turkey, EUR 11.637,3 million (see Figure 10). 
The average assets per bank in the SEE region countries in 2018 was EUR 3.713,1 
million. For the purpose of comparison, the average assets per credit institution (i.e. 
banking group and stand-alone credit institution, including foreign subsidiary and 
branch) in the EU in 2018 was EUR 13.525,7 million and it was 3,6 times higher than 
the SEE region average. 

 

If we compare the size of banks measured as average assets per bank in 2018 to 
2012 (see Figure 11), we can clearly notice that the average assets per banks decreased 
only in Greece, by 7,1%, and Turkey, by 10,4%.

a comparative review of south-eastern european banking sectors 

Figure 10. Average assets per bank in 2018
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In 2018 the market concentration measured as the share of five largest banks in 
the total banking assets, as shown in Figure 12, was the highest in Greece (96,8%), 
although it was much lower in 2012 (79%). The lowest market concentration in 2018 
was reported in Serbia (53,5%).

Figure 11. Average assets per bank over the period 2012-2018

Figure 12. Market share of five largest banks in 2018 (%)

** three largest
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Figure 13 reveals that inasmuch as we observe the market share of the largest 
bank, it was the highest in Albania (29,4%), followed by Greece (29,1%), Croatia 
(27,4%), BiH (27,2%), and North Macedonia (22,7%). The other countries had the 
share of the largest bank around a fifth of the market or slightly less. The lowest share 
was noted in Turkey (15,0%). 

 

Figure 14 shows that in all countries, except Turkey and Ukraine, there was a high 
share of foreign ownership in the total banking assets. It varied from 62% in Slove-
nia to 90,2% in Croatia.  

 

a comparative review of south-eastern european banking sectors 

Figure 13. Market share of the largest bank in 2018 (%)

Figure 14. Share of banks with majority foreign ownership in the total assets in 2018 (%)
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Bearing in mind the underdevelopment of the SEE financial markets and, as a 
consequence, the banking orientation to a conservative (core business) approach, 
in terms of operating in a sphere of attracting deposits and lending money, in all coun-
tries net loans undoubtedly had the highest share in the banks’ assets, as shown in 
Figure 15.  

 

 
On the other side, Figure 16 illustrates the structure of total banks’ liabilities in 

2018. In spite of quite different forms of reporting, we can conclude that in all coun-
tries, except Albania, Montenegro, and Ukraine, households and corporation deposits 
had the highest share in total banks’ liabilities. Albania and Montenegro are also dom-
inated by deposits, but government deposits. While presented deposit share for Greece 
referred to “non-financial corporations and other than non-financial corporations de-
posits”, in the case of BiH it was presented “all deposits”, because of such reporting. 

Figure 15. Composition of banks’ assets in 2018 (%)
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Regarding the maturity structure of deposits in 2018, there was a mismatch be-
tween short-term and long-term deposits among almost all countries, as we can see 
in Figure 17. While Croatia and BiH had almost the same share of short-term and 
long-term deposits, the share of short-term deposits in other countries was much or 
less higher than the share of long-term deposits, except in Albania, where the share 
of long-term deposits (55,5%) was higher than short-term (44,5%). 

 

As far as the maturity structure of loans in 2018 is concerned, the share of long-
term loans was significantly higher than the share of short-term loans in all coun-
tries, except Romania (Figure 18). 

 

a comparative review of south-eastern european banking sectors 

Figure 16. Composition of banks’ liabilities in 2018 (%)

Figure 17. Maturity structure of deposits in 2018 (%)
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The currency structure of deposits in 2018, shown in Figure 19, reflects presence 
of a major part of deposits (more than 50%) in the local/domestic currency, including 
Montenegro, where euro is local currency. The exception was Serbia, with the high-
er share of euro-denominated deposits (61%) than deposits in dinar (33%). 

 

Figure 18. Maturity structure of loans in 2018 (%)

Figure 19. Currency structure of deposits in 2018 (%)
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As far as the currency structure of loans in 2018 is concerned, shown in Figure 
20, we can notice that loans in the local currency were dominating in the loan cur-
rency structure, including Montenegro, where euro is local currency. Only countries 
with the shares of loans in the local currency less than 50% were Serbia and Alba-
nia (more precisely, with the shares of 31% and 48,9%, respectively).  

 

 
Considering the basic features of the banking sectors in 2018, concretely capi-

tal adequacy ratio in Figure 21, we can notice that the ratio in the countries varied 
between 15,6%, in Montenegro, and 23,1%, in Croatia, above the international stan-
dard of 8% or the rates required by national legislatives (10% or 12%). Over the pe-
riod 2012-2018 movements in the ratio showed a stagnancy or even positive trend. 
A rare decrease was recorded in Ukraine. 

 

a comparative review of south-eastern european banking sectors 

Figure 20. Currency structure of loans in 2018 (%)

Figure 21. Capital adequacy rate in 2018 (%)

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 93



94 covid era finance in eastern europe

The highest ratio of non-performing loans (NPLs) was recorded in Ukraine 
(52,9%), followed by Greece (45,4%). In Greece, the ratio of NPLs in total loans in-
creased significantly from 31,3% in 2012 to 48,5% in 2016, and then fell in 2017 
to 47,2% and in 2018 to 45,4%. In regard to Ukraine, the ratio of NPLs in total loans 
steadily increased since 2012, from 8,9% in 2012 to 35% in 2017, and then to 52,9% 
in 2018. While in Romania the ratio of NPLs decreased from 18,2% in 2012 to 5% 
in 2018, in Serbia and Albania this ratio decreased from 18,6% and 22,5% in 2012 
to 5,7% and 11,1%, respectively. In other countries like Turkey the ratio was rela-
tively stable over the period. The lowest NPL ratio, 2,7%, was recorded in Kosovo 
(see Figure 22). In 2018 the ratio for the EU has stood below the world average of 
6,88%, at 3,2%. 

 

 
Figure 23 represents that return on equity (ROE), a key indicator to assess the 

bank sector’s attractiveness for investors, was negative only in Greece (-0,3%), which 
was a continuum since 2014. The highest ROE in 2018 was registered in Kosovo 
(20,4%), followed by North Macedonia (16%) and Romania (14,9%). The ROE of 
European banks was 6,1% in 2018 for EU-28, up from 5,8% in 2017. But, it is still 
far from the 10,6%, registered in 2007 (and, simultaneously, the highest since 2007). 

 

Figure 22. Ratio of non-performing to total loans in 2018 (%)
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As Figures 24 and 25 illustrate, like in the previous year, in 2018 Romania and 

Ukraine recorded both the highest ratio of liquid assets to total assets (53% and 49,9%, 
respectively) and the highest liquid assets to short-term financial liabilities ratio (180% 
and 93,5%, respectively), which were far above the observed group’s average. On 
the contrary, liquid to total assets were repeatedly the lowest in Slovenia (12,2%), 
followed by Turkey (13,7%). The low liquid assets to short-term financial liabilities 
in 2018 were recorded in Greece and Turkey (26,5% and 26,8%, respectively).  

 

a comparative review of south-eastern european banking sectors 

Figure 23. Return on equity in 2018 (%)

Figure 24. Liquid to total assets in 2018 (%)
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Since the financial service sectors in SEE the region is highly bank-centric, the 

financial soundness of the banking sector has extreme importance for financial ser-
vice sector and real sector of economy, their stability and growth. As we can conclude 
from the graphs, the SEE countries have had relatively high capital adequacy and, 
also, liquidity in their banking sectors. The resilience of the banking sectors will be 
strengthened by full implementation of Basel III requirements. Although reductions 
of NPLs ratio were reported across all SEE countries dominantly by those with high-
er starting ratio, NPLs remain unevenly distributed and elevated for some SEE coun-
tries.  

 
2. pandemic crisis and its possible impacts on financial service sectors 

(esp. banks) 
 

Macroeconomic spillover effects of the “pandemic that shuttered economies” can be 
summarized in the following way. WHO announced the coronavirus COVID-19 (or 
SARS-CoV-2) pandemic on March 11, 2020. The term “pandemic” does not reflect 
the severity or mortality rate of a disease, but its geographical spread. Authorities 
in the affected countries have faced a completely new and largely unprecedented risk 
and many hesitated in taking a swift action. Some took a relaxed and ignorant ap-
proach and were swiftly punished with deadly outbreaks. Instead of assessing and 
managing the risk, some resorted to precautionary measures, primarily by suspending 
(“pausing”) high-risk economic activities. The common preventative action – social 
isolation or, more precisely, physical distance − has proven to be an effective mea-
sure, although the structure and implementation could be open for debate.  

 
From the aspect of economic consequences (once health and safety elements are ad-
dressed), the necessity of suspension and isolation by the principle of universality 
should be re-examined, and perhaps compared to the principle of individualism. In 

Figure 25. Liquid assets to short-term financial liabilities in 2018 (%)
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particular, the necessity of suspending such a significant number of occupations should 
be examined, especially the cases within a non-endangered or risk-free segment of 
the population. An essential question is: “Should we take and manage the risk or, 
as a precautionary measure, eliminate the risk that is now visible, and generate some 
new ones, on a possibly unimaginable scale?”. It is incredibly difficult for decision-
makers to weigh whether they want to risk the lives of senior citizens and, in turn, 
save the working-age population from a potentially long recession or save lives and 
then take care of the economy. In both cases, people will die, now from viruses, lat-
er from poverty and comorbidities caused by stress due to poverty, unpaid loans, lost 
jobs and real estates, etc. Risk management in this context could benefit the so-called 
ALARA approach,2 but with a very important note that the mentioned approach, in 
this case, “isolation without stopping the economy”, must be the first point, not the 
last, that is, if there is no other, “precautionary measures” should be approached when 
the victim must sacrifice and “the victim are financial losses”. Even the existing mea-
sures are not effective to the extent planned, the mass spread of the virus has not been 
avoided. It is undeniable that the coronavirus COVID-19 pandemic is first and fore-
most a threat to public health, but it is also an increasing threat to the economy. 

 
In a broader sense, pandemics force individuals to change their usual patterns of be-
haviour, people change how and when they consume goods and services, and how 
and when they participate in the labour market. Insecurity and fear are the main drivers 
of how and why people change their normal behaviour during a pandemic. In ex-
treme cases, businesses and households may lose confidence to the point of panic 
in financial markets, with investors overreacting, resulting in falling property 
prices. Increasing aversion to the risk of so-called COVID-19 shock and the usual flight 
to liquid assets due to uncertainty have already begun to have impacts on financial 
markets. Stock markets around the world have responded to the pandemic with wor-
rying volatility as traders panicked out of fear. As a result of the recent turmoil, trade 
disruptions have been introduced throughout the market, in hopes of preventing pan-
ic trading. The COVID-19 shock will trigger a recession in some countries and a de-
celeration of global annual growth to below 2,5% − often taken as the recession-
ary threshold for the world economy. Moreover, the IMF predicts the worst down-
turn since the Great Depression because it expects that the global economy will shrink 
by 3% this year. The duration and depth of the crisis will depend on three variables 
– (a) how far and fast the virus spreads, (b) how long before a vaccine is found, and 
(c) how effective policy makers will be in mitigating the damage to our physical and 
economic health and well-being. The uncertainty surrounding each of these variables 
is adding to (d) people’s sense of anxiety, which is a fourth variable that will shape 
crisis outcomes.  

a comparative review of south-eastern european banking sectors 

2. ALARA (As Low As Reasonably Achievable) promotes a continuous process of improvement. 
The discussion is not about whether something is safe or not, but the question is what, given 
the risks, costs and benefits, is rationally possible to achieve (https://risk-monger.com/ 
2020/03/20/covid-19-a-failure-in-risk-management/, Accessed: March 24, 2020).
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What is happening in the sphere of production, turnover, and consumption, for the 
first time in this way in a broad sense is transformed into what is called the domi-
no effect. Sudden interruptions in production activities in the most vulnerable re-
gions will cause bottlenecks in global value chains. The concern is that exports of 
final products will start to weaken sharply, which further affects earnings and em-
ployment. The consequences of supply-side disruptions can, therefore, contaminate 
aggregate demand. Shortened working hours, working remotely and possible lay-
offs (for example, over 33 million people lost their jobs in the USA since the pandemic 
was announced) could very easily, among other conditions, reduce household con-
sumption and increase economic insecurity for those who do not have access to so-
cial assistance programs. The increase in uncertainty about the effects of the COVID-
19 shock will also delay private investment, but government demand can go up in 
many countries, to fight contagion through emergency health-assistance initiatives. 
Thus, the traffic sphere in all its manifestations will be destroyed, and the domino 
effect will not be able to be stopped. 

 
An effective response to the economic consequences of the COVID-19 will require not 
only active and targeted macroeconomic measures, but a series of remedial policies 
and institutional reforms needed to build a robust, sustained, equitable, and climate-
friendly growth trajectory that would reduce the chances of a subsequent economic 
breakdown. If the COVID-19 crisis has negative impacts on household and corporate 
spending, governments can avoid a slump further deepening of the crisis by increas-
ing their own demand, especially for goods and services that are not in short supply, 
such as construction and social services. Due to the coronavirus pandemic, the USA, 
EU, and Germany have already approved billions of euros/dollars in loans and aid, pri-
marily to areas of the society and economy affected by the current health crisis. A spe-
cial aspect of interventions should be focused on the industries most affected by the 
crisis, such as tourism, transport and manufacturing as well as small and medium-sized 
enterprises, which in European countries employ 60-70% of the overall workforce. 

 
When it comes to the impact of the pandemic crisis on the financial service sector 
in general, and banks in particular, we can expect the following, among other things: 

Many countries introduced the moratorium on credit payments to banks and oth-
er financial institutions such as leasing companies and micro-credit organisations (or 
micro-finance institutions) during the state of emergency or, even, until the end of 
2020. During that period debtors are obliged to pay interests, which increases their 
total cost of debt. However, the moratorium is optional for debtors. 

Due to the fact that many small and medium-sized enterprises, such as restau-
rants, bars, gyms, salons, etc., have been forced by the pandemic to shutter their busi-
nesses, there is a possibility of their loan quality deterioration in banks’ balance sheets. 

Because of job losses, fear or, even, panic, etc., to some extent deposits could be 
withdrawn from banks, which could generate an additional problem in terms of re-
duction of funds for placements and increase in capital prices. All this will further 
affect the standard of living and the economy will face serious challenges.  
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There is likely to be a slowdown in banks’ lending activities due to increased cred-
it risk, which will mean lower credit volume and a further slowdown in economic 
activity, as in the case of the global financial crisis, which has grown into a global 
recession. With that difference now that the global epidemiological crisis, unheard 
of in the new history, leads to a new global recession, disruption of global value chains, 
drastic decline in many economic sectors such as aviation, tourism and hospitality 
industries, etc. 

An additional problem facing banks is low interest rates. For example, the ECB 
has kept interest rates at record lows since the peak of the 2011 debt crisis. Mone-
tary policies of low interest rates per se encourage banks to compensate low inter-
est rates and the decline in net interest income by taking on a higher level of risk, 
on the contrary to the aforementioned. 

This pandemic has led to a situation where the global economy is experiencing 
a slowdown and certainly goes to the new global recession. Hence, it is important 
for countries to have a stable banking sector and sufficient credit demand to prevent 
negative fluctuations within the business cycle. What is already known is the fact that 
indirect consequences are possible in terms of issues with access to international mon-
ey markets, which have already led to a slight rise in interest rates and tightening 
lending conditions.  

Decline in purchasing power and living standards due to mass layoffs could cause 
a declining demand for additional types of insurance, apart from mandatory insurance. 
Consequently, it could lead to a fall in sales revenue as well as the profitability of in-
surance companies. 

Demand for other financial institutions’ services by individuals, which implies 
both consumption and investment, could also decline. According to PWC (2020), pri-
vate consumption is reduced leading to a 0,5% increase in savings. Indeed, as peo-
ple around the world are blocked from leaving their homes, they generally no longer 
need luxury goods, while their demand for office as well as sports equipment, on-
line education, online shopping and delivery, etc., has increased. 

 
A very important question in this context is: “What banks should do?”. We have found 
the following as of key importance for future bank business:  
• Implement a comprehensive digital transformation, with the lowest fee charg-

ing of customers. 
• Research related to ongoing changes in customers behaviour: 
• Design proactive responses to the changes. 
• Show flexibility towards those SMEs that face reversible, removable difficulties 

in their businesses caused by the pandemics. 
• Preserve and, even, strengthen their capital adequacy as well as maintain con-

trol over NPLs. 
• Provide continuity of the suppliers, i.e. create and implement a robust strategy 

for mitigating supply chain disruptions. 
• Continue to improve risk management, etc.

a comparative review of south-eastern european banking sectors 
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Serbian Banks at the Service of the Real Economy and Smes 

vladimir vasić* 

Since the beginning of the situation caused by the Covid-19 pandemic, Association 
of Serbian Banks actively helped the overall efforts of banks and government insti-
tutions in combating the severe effects of the sudden lockdown. Economic measures 
taken by the Government and Regulators in the Republic of Serbia were intensive. 
ASB helped particularly to the National Bank of Serbia and Ministry of Finance in 
formulation or implementation of decrees regulations. Particularly, in some of them 
took the leading role representing the banking sector, such as: Decision on Tempo-
rary Measures for Preserving Financial System Stability and the Decree on the Guar-
antee Scheme to support economy through credits – adopted on April 16.  
 
As far as the temporary measures are concerned, the idea was to find a solution to 
alleviate the burden of payments during the pandemic, which in many cases has meant 
reduction or suspension of working activity. Indeed, the moratorium is envisaged for 
all debtors who wish to apply it (natural persons, farmers and entrepreneurs, cor-
porates) and implies a suspension of debt payments for at least 90 days, i.e. for the 
duration of the emergency state declared due to the pandemic. During the said pe-
riod, debtors will be relieved of the repayment of their obligations under loan and 
lease agreements. However, even when these measures start to apply, borrowers and 
lessees will in no way be prevented from meeting their obligations on time.  
 
With regard to de decree, 16 April 2020, the Government adopted the Regulation 
on Establishment of Guarantee Scheme as Supportive Measure to Businesses to Mit-
igate Negative Impacts of Pandemic of disease COVID-19 caused by virus Sars-CoV-
2(the “Guarantee Scheme”). The Republic of Serbia shall provide a state guarantee 
to local banks as the collateral for the loans granted to companies with the purpose 
of financing the liquidity and working capital. The guarantee agreement shall be ex-
ecuted between the Republic of Serbia, the National Bank of Serbia, and the local 
banks. The state guarantee is unconditional and payable on first demand. The to-
tal amount of the state guarantee is EUR 480,000,000. An individual state guaran-
tee will be issued in favour of a local bank. Banks are entitled to grant the total amount 
of up to EUR 2,000,000,000 of loans to businesses for the purposes and under the 

* Secretary General of the Serbian Banking Association
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terms set out in the Guarantee Scheme. The Guarantee Scheme contains the eligi-
bility criteria for granting of the loans to be secured by the state guarantee. A bor-
rower of the loan secured by the state guarantee could be a local entrepreneur, farmer, 
or SME, to whom a bank has approved the loan pursuant to the credit policy of the 
bank and the Guarantee Scheme. Loans secured by state guarantee may be approved 
only for the purpose of financing the liquidity and the working capital of the bor-
rowers and such loans may not be used for refinancing and prepayment of undue 
instalments of the outstanding loans.  

  
But what we can say about the future prospects of the Serbian economy?  

For the time being we know that credit rating of the Republic of Serbia was con-
firmed. Despite the coronavirus crisis, which has left an impact on the world 
economies, credit rating of Serbian republic stayed unchanged at ‘BB+’ with a sta-
ble outlook for further improvements.  

As Fitch Ratings notes, the well-balanced budget for 2020, the fiscal discipline 
and central government deposits are creating enough space for post-crisis reactions.  

Also, international institutions provided positive forecast for the Serbian Econ-
omy, such as IMF World Outlook. IMF forecast negative growth rate for Serbia this 
year, but also around 7.1% for the next year.1 

Having in mind that the European Commission recently published a roadmap 
for Recovery Towards a more resilient, sustainable and fair Europe, we may see that 
in the future the green transition and the digital transformation will play a central 
and priority role in relaunching and modernising our economy. Investing in clean 
and digital technologies, together with a circular economy, will help to create jobs 
and encourage growth, making us more resilient and less dependent by diversify-
ing our key supply chains. Moreover, this would certainly allow Europe to make the 
most of the first-mover advantage in the global race to recovery. 

The financial sector will play an important role in ensuring access to finance. In-
novative partnerships and ways of unlocking finance, including through digital plat-
forms, should be encouraged. Serbian Banking Sector is already fully integrated into 
the digital transformation and is giving its significant contribution to the whole econ-
omy and society, particularly to the sector of real economy and SMEs and in the light 
of recent government measures. Online businesses grew rapidly during Covid 19 cri-
sis, and all of that would not be possible without role, capacity and readiness of banks. 
Besides that, their Innovation and inclusiveness capacity record at the same time al-
ready visible results and success, but also represent the challenges for local banks.  

It’s up to the time ahead of us, in the so called Post Covid 19 period, to define more 
precisely which sectors and types of business will have a greater need for banks’ as-
sistance, which will shape reversely the banking services and products on the market.  

1. Source form: https://www.mfin.gov.rs/en/
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Banks and Smes Facing The Covid-19 Challenges  
and Structural Changes 

stanislava zadravec* 

1. role of slovene banking system in financing the economy 
 

Before the pandemic the banking sector was in a strong capital and good liquidity 
position and moreover the credit risk in the banking system was assessed as low. 

The uncertainites in the international environment were increasing, wich was 
being reflected in weaker growth of credite demand.  

Concerning the financial position of households, on which the banks have been 
increasingly focusing in recent years, was sound. Low debt ratios, high profits and 
high liquidity of corporate sector let estimate that corporates could be able to suc-
cessfully absorb potential shocks from the external environment, which would lim-
it their spread to the banking sector. 

With the advent of the pandemic the situation has changed rapidly. The responses 
of all countries of the world to the fear of the disease were/are primarily focused on 
measures to limit its spread. Self isolation and closure of business lead a global neg-
ative economic cycle due to the paralysis of economic activity. All this has meant the 
interruption of cash flows and the drying up of corporate liquidity. Concerning to 
this, to prevent economic collapse and in the next step, to support a gradual recov-
ery, immediate and urgent attention is focused on liquidity measures.  

The European Commission is therefore in response to the need to provide liq-
uidity to the economy, with the aim of avoiding a recurrence of the credit crunch as 
a result of the deterioration of credit ratings due to the depletion of corporate cash 
flows as early as 19.3. adopted a temporary framework for state aid measures to sup-
port the economy in the event of the outbreak of COVID-19. 

 
On this basis, two measures were adopted in Slovenia, in the implementation of which 
banks participate, namely:  

Statutory deferral of payment of liabilities to banks for up to 12 months  
Guarantee of 2 billion EUR for new financing to support gradual recovery of eco-

nomic activity (80% for SME and 70% for Corporates)  
The banking sector can be part of the solution along with country action. 
The role of banks in and after the crisis is aimed at the most effective support to 

* Director of the Bank Association of Slovenia  
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companies in the process of gradual economic recovery with the support of the state 
of state guarantee measures which preserve the creditworthiness of companies in 
the interim period until the normalization of liquidity flows and supply chains and 
demand. 

 
2. covid-19 impact on banks business models digitalization 

 
Covid -19 has speed up the process of digitalization in banking sector mainly in pay-
ment services and settlement but shifting also to credit origination. The customer’s 
attitude has also changed, the use of mobile applications is more widespread. 

This type of implementation may result in faster longer term structural changes 
including simultaneously reducing their branch numbers and workforces.  

 
3. cybersecurity 

 
Enhanced shift towards digitalization drives stronger attention to the cybersecuri-
ty that surely will be positioned higher in the banks business strategies. 

The following implementations are expected: 
• Higher investments. 
• Education/awareness. 
• Upgrade of internal incident management processes. 
 
Improvements on cross board exchange of information about cyber threats. 

 
4. financing sustainable economy 

 
While urgent attention on helping businesses and citizens to overcome crisis barri-
ers and short-term liquidity requirements, recovery measures should not forget the 
opportunity to combine these with sustainable development goals that is one of key 
strategic issues on the EU recovery/development agenda. 

Banks in Slovenia are aware of the importance of sustainability in business, and 
a considerable number of banks have already adopted definitions of the concept in-
cluding sustainability in their business objectives by defining environmental and sus-
tainability principles. 
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Insurance after Covid 

michele morganti* 

The life and health insurance landscape is undergoing significant changes owing to 
shifts in technology, demography and disease patterns, as well as a protracted pe-
riod of low interest rates, which is expected to last for several more years. Some on-
going trends worth to mention:  
• Digital will dominate human interactions and consumption patterns, also 

thanks to virtual reality and AI increasing capabilities and availability. As a con-
sequence, a quick rise of the so called ”consumer data economy” is expected, with 
the mass adoption of virtual assistant capabilities and blockchain as support in 
order to manage the digital dimension of individuals.  

• Internet of Things will become the standard at households and business sites, 
increasing risk management requirements and telematics management needs.  

• Reduced needs for mobility, both in professional and leisure needs; automated 
transportation becoming mainstream.  

• De-urbanisation drive in advanced economies supported by digital infrastruc-
ture and lifestyle/sanitary requirements. 

• Increasing longevity on a global scale and senior segment share of population 
will require new saving patterns, assistance economy vs. welfare, and the use of 
biometrics for continuous monitoring and prevention. 

• Low interest rate environment and deflation to stay, fuelled by demographics and 
consumption change, and productivity increase through digital. 
  

The Covid-19 epidemic has further accelerated these trends, forcing insurers 
quickly to adapt to the “new normal”: life insurers are shifting to business models, 
which are dedicated to customers life-long financial and physical well-being. Insurers 
and reinsurers are exposed to the coronavirus outbreak: up to now, analysts keep 
seeing limited direct impact (low spike in claims), given the still low death rate, the 
exclusion both of pandemics from business interruption policies and of new virus-
es from Critical illness policies should limit direct impacts, both in Life and P&C.  

There continues to be a high degree of uncertainty on the ultimate non-life in-
sured loss bill from Covid-19: the first 3 months of the year has seen losses mostly 
associated with event cancellation and travel were a clear loss has taken place or there 

* Equity strategist and Head of Insurance & AM Research, Generali Investments
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is a high degree of expectation of a loss. For the second quarter, there will be more 
clear and reliable picture.  

We currently expect indirect effects to have a more material financial impact on 
the sector, through financial market fluctuations and the adverse impact on business 
volumes of an economic slowdown. In the insurance sector, indirect effects would 
affect:  
- Profitability: Life segment is expected to be affected by the losses booked on fi-

nancial investments, driven also by Surrenders and captions triggered by the eco-
nomic slowdown and the increase in risk aversion (unit-linked case). This could 
represent a major concern in particular for the traditional life business. In P&C 
we see, as for the 2008 financial crisis, milder impacts.  

- Capitalisation: One of the biggest impacts of COVID-19 is on solvency due to tur-
moil in financial markets. However, levels of solvency are expected to remain strong 
for the major EU players.  

- New Business: a reduction in volumes is expected, driven by an overall reduc-
tion of propensity to consume, especially for SMEs. Moreover, the distribution 
model is under pressure, since physical interaction key sales approach is not vi-
able and switching to entire digital end-to-end processes on overall catalogues 
is limited.  
 

Evidence is then showing clients expectations turning towards protection. This means 
that we could see at least two trends going on: first, in Life insurance a Shift in de-
mand from Unit Linked to Traditional due to higher risk aversion. We think this drop 
could be partially offset more likely by hybrid products (using switch clauses) rather 
than pure traditional products. Second, in P&C, Health coverage is becoming in-
creasingly important (Rising public deficits in developed countries may diminish state 
contributions to health expenditure and provide more opportunities to the private 
insurance sector, while needs for health protection in emerging countries are already 
substantial) and Covid-19 emergency is accelerating Tech innovative solutions on 
this front (telemedicine, etc.). On the other hand, LTC seems to be the missing piece 
of the puzzle.  

  

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 108



The Impact of Covid-19 on Insurance:  
Ideas For The (Near) Future 

dario focarelli* 

1. the impact of covid-19 on insurance – some ideas for the (near) future 
 

To understand the impact of the Covid-19 pandemic on the insurance sector, two clus-
ters of questions need to be explored: 

 
• Economic consequences of Coronavirus 

a) Is the bear market already over?  
b) How bad the recession will be, and how long will it last?  
c) Debt Sustainability. 
d) Role for coordination. 
 

• Insurance must be part of the solution 
a) Essential service vs. public utility. 
b) Actions to manage and overcome the crisis. 

i. Liquidity. 
ii. Solvency. 

c) Challenges for the future. 
 

As far as the first cluster concerns, some considerations had been made. 
 

2. economic consequences of coronavirus 
 

a) Is the bear market already over? 
Looking at the figure below,1 we can see that the worst is apparently over, but: 

- 11 bear markets in which the Dow fell by more than the 37.1% 
• On average, the final bear market low came 137 days after the 37.1% loss. 

Projected low on August 7, excluding the Great Depression: 90 days (June 
20). 

• However, in 5 out of 11 cases, it happened in less than 1 month. 
 
 
  * General Manager, ANIA 

1. Source from: https://www.marketwatch.com/story/stocks-will-revisit-their-coronavirus-
crash-low-and-heres-when-to-expect-it-2020-04-09?mod=home-page
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a) How bad the recession will be, and how long will last?  
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These two figures show on the one hand, the latest world economic outlook growth 

projections and how the COVID-19 pandemic will severely impact growth across all 
regions; while, on the other hand, how likely the typical recession last.2 I argue that 
we do not know how long it will last, but the deepest dive on the global economy al-
ready showed up. Now, we are much more positive than what we were few months 
ago, but we should be very prudent. 

 
b) “This is already shaping up as the deepest dive on record for the global economy 

for over 100 years. Everything depends on how long it lasts, but if this goes on for 
a long time, it’s certainly going to be the mother of all financial crises.”3 Kenneth 
S. Rogoff  
 

c) Debt Sustainability4  
 

From a macro-economic point of view, it is very important to look at how govern-
ments are sharply increasing the debt. 
• To the question “Is this debt sustainable?”, the answer is very difficult. It is not 

a subjective answer, but it is an answer that Prof. Blanchard provided. We should 
assume the crisis leads to a 30 basis points (bps) increase of GDP. 

the impact of covid-19 on insurance: ideas for the (near) future

2. Source from: https://www.leggmason.com/content/dam/legg-mason/documents/en/insight-
s-and-education/presentation/presentation-anatomy-of-a-recession.pdf p. 8. 

3. Source from: https://www.nytimes.com/2020/04/01/business/economy/coronavirus-
recession.html. 

4. Answers and considerations for this set of questions had been retrieved and supported by 
https://www.piie.com/blogs/realtime-economic-issues-watch/whatever-it-takes-getting-
specifics-fiscal-policy-fight-covid.
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• Answer for Advanced Economies: Yes, unless the virus wins. 
– R* (the neutral rate) is low and is likely to be even lower after the crisis: 

• If Uncertainty will lead to precautionary saving and lower investment. 
– Interest rate will increase but would be still lower or close to the rate of growth. 

• 2-4 bps per 1% of additional debt: so 60bp-120bps. 
• Prof. Blanchard provided different answer for Italy and Developing Economies, 

for a number of reasons: 
– Italy 

• Important role of European Central Bank (ECB) in avoiding multiple equi-
libria. 
– “Good equilibrium”: debt sustainable at the safe rate. 
– “Bad equilibrium”: will bring worries, higher rate, debt unsustainable. 

– Emerging markets. 
– They are hit not only by the virus but also by the fall in commodity 

prices (if they are exporters), and large capital outflows by investors 
who need liquidity at home. 

– What should be done? Helping emerging-market and developing 
economies is a major and urgent issue. It is tough for advanced 
economies, confronted with the crisis at home, to be generous. But 
it is essential that they be. 

 
d) Role for Coordination 

 
“We find ourselves afraid and lost… We were caught off-guard by an unexpected, tur-
bulent storm. We have realized that we are in the same boat, all of us fragile and dis-
oriented… all of us called to row together, each of us in need of comforting the other.” 
Pope Francis  

 
• For what concern Coordination, it is highly desirable, but it is difficult and 

unlikely to achieve. Here are some examples:  
- Fighting for masks (and possibly in the future for tests, cures, and vac-

cines); 
- Disagreement at the Euro level on how to finance the recovery; 
- Even geopolitical divergences on the assistance to fight coronavirus. 

 
Fortunately, at least at the European level, it seems that we were able to overcome 
the difficulties we were exposed to until months ago. However, this is a very diffi-
cult objective to achieve and more importantly, geopolitical divergences cover an ever-
increasing role in these circumstances, and it is not obvious how to move forward 
from there. For what concern the second cluster of questions, below are enlisted the 
following considerations. 
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3. insurance should be part of the solution 
 

a) Essential service vs. public utility 
 
• In many European countries, insurance has been defined an “essential ser-

vice”, as in Italy. 
• On the positive side: the social role of insurance is reinforced. 
• On the potential negative side: in some countries, insurance is consid-

ered as a public utility not as a well-functioning private market. This is 
something important because numbers of countries from different po-
litical parties are pushing for something we do not need to pay. 

• Obviously, all over the world there had been pressure from Governments for 
a “generous” reading of contract clauses to ensure that COVID-19-related costs can 
be covered (e.g. in health insurance or insurances for companies).  

• “However, where coverage for pandemics and other causes of loss were not in-
cluded in existing policies or reflected in premium payments, requiring insur-
ers to cover those losses retroactively could seriously threaten the stability of the 
global insurance industry.”5  

• “As a general principle, imposing retroactive coverage of claims not envisaged 
within contracts could create material solvency risks and ultimately threaten 
policyholder protection and market stability, aggravating the financial and eco-
nomic impacts of the current health crisis.”6  

  
 

b) Actions to manage and overcome the crisis 
i. Liquidity. 
ii. Solvency. 
 

Basically, the idea is that we should do something immediate, something in the first 
three months where everything had been done and achieved. We should put forward 
a pandemic vaccinated business model, underlying both review and adjust customer 
strategy as well as structurally evolve digital distribution model. 

 
i. Liquidity position of the Insurance Market  
 

What had been learnt from COVID-19 in March 2020 is that such crisis might have 
an important influence on liquidity position of the market and on the solvency one. 

 
On the liquidity side, we have the most surprising effect, since insurance is not 

the impact of covid-19 on insurance: ideas for the (near) future

5. GFIA statement, source from: https://gfiainsurance.org/news/320/gfia-statement-on-covid-
19. 

6. EIOPA statement, source from: https://www.eiopa.europa.eu/content/call-action-insurer-
s-and-intermediaries-mitigate-impact-coronaviruscovid-19-consumers_en.
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subject the same way the banking does to liquidity problems. In March 2020 we could 
have had some problems: 

 
The exceptional volatility of financial markets puts pressure on companies’ liquid-
ity:  
- Higher margins on derivative markets. 
- Surrendering on linked products, when a portion of assets is illiquid. 

 
The insurance industry, like other businesses, is experiencing:  
- A very sharp decline in the new business.  
- Late or suspension of payments from policyholders. 

WHILE  
- Meeting its commitments on time. 
- Offering support and liquidity to agents and clients. 
 
Liquidity might be an issue, that is why at the European level companies are asked 
to be very careful on liquidity position. 

An increase in surrendering life policies might occur in case of an intensification 
of the global recession. 
- These trends may result in a compression of companies’ liquidity and/or forced 

sell of securities in a depressed market.  
- Do insurance companies need access to Central Banks facilities? It is not excluded 

in the future, even though right now there is not an essential need. Generally speak-
ing, given the sharping increase in the role of insurance market in the financial 
markets it is predictable that we should take this aspect into consideration for 
the future. 
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ii. Solvency Position of the Insurance Market.  
• Stock valuations plunge, lower/negative risk-free rates and wider credit spreads 

create relevant asset liability management risks for life insurers. 
• Risk-based capital approaches vary widely by jurisdictions, therefore the re-

action of capital ratios to current market conditions changes.  
• EU Solvency II is probably the most sophisticated framework, but it is very 

sensitive to financial market volatility. 
• Solvency II is currently under a comprehensive review, which was sup-

posed to finish this year. 
• During the review the need for improvement emerged, to better coun-

teract the procyclicality effects of a system based on punctual mar-
ket values, applied to a sector that has most of its business long-term 
oriented. 

• Huge fluctuations (at least 50bps decrease for SCR ratio) during the 
second half of March. 

• These concerns, in particular, the Volatility Adjustment mecha-
nism, the risk margin calculation, the treatment of equities and de-
ferred taxes. 

• It is unrealistic to end the review on time. 
• It is better to prepare for a quick fix approach. 

 
c) Challenges for the future.  

 
Four important points:  

 
• Making healthcare more available and accessible. 

• We are experiencing a sharp increase in health coverage demand, it is a world-
wide trend. 

• Telehealth is a key driver: services might foster the interest of uninsured. 
• The pandemic might persuade more people to reconsider their needs, with 

rising sales of health insurance, critical illness and life coverage. 
 

• Develop products covering epidemics. 
• It is very difficult to be achieved. 
• How to protect more businesses and individuals than has been the case with 

COVID-19? Insurance businesses should be part of the activity to do that. 
• Cover against pandemics is impossible without state support (and possibly 

even with such support) … but we should start thinking about new solutions. 
• What kind of coverage? What is the optimal geographical size of the pool? 

How to involve financial markets?  
 

• Offer better protection for older people in a “lower for longer” interest rate en-
vironment. 
• Both life insurance and annuity products might be used for long-term care 

the impact of covid-19 on insurance: ideas for the (near) future
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(and/or medical care) and the full death benefit or cash value should be avail-
able where care never/partly used. 

 
• Support a comprehensive (EU) recovery plan integrating the green transition and 

digital transformation, while meeting both financing obligations and fiduciary 
duty.  
• Long term investors might match their liabilities by investing in such plan. 
• Crucial point is a regulation which do not penalize long term investment, forc-

ing a 1-year horizon evaluation. 
• Tax incentives for final investors who accept a given degree of illiquidity to 

their policies might prove to be effective. 
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Insurance Business in the Time of Pandemic  
and Post-Pandemic Changes1 

safet kozarević* 

Coronavirus COVID-19 pandemic crisis brings new challenges to insurance business. 
At the heart of the matter is what the insurers could do in order to achieve proac-
tive reactions to ongoing changes. COVID-19 has clearly demonstrated that disease 
does not respect state lines or stay confined to discrete neighbourhoods, with near-
ly every state imposing some level of business closures as a result of the pandemic. 
It is a common opinion that those companies who adapt and maintain their relationship 
with clients/customers and other stakeholders in the fastest way will survive.2 This 
is a crisis that requires an urgent response. 
 
The insurance industry is no exception. It is perhaps ironic that while most insurance 
companies and agencies continue operating as “essential businesses” under appli-
cable state mandates, the flood of claims under business interruption insurance poli-
cies could make the prospect of shuttering doors a real possibility. 
 
Adapting Insurance Products for Pandemic Risk – But the question is how to calcu-
late the true insurance premium and who to hold accountable for payment. Historical 
examples help insurance companies price risk, but there are only three or four pan-
demics in the past century on which to base models (an encouragement refers to the 
use of historical data in pricing pandemic insurance, going back to the Middle Ages 
if need be). Parametric insurance provides a simple way around the uncertainty in 
pandemic risk, but only better understanding and quantifying the risk can give prop-
er clarity to the trigger. Without appropriate measures to reduce or transfer risk, the 
losses can only increase, making pandemic risk unattractive to any insurer. For ex-
ample, during the Ebola outbreak, pharmaceutical companies were called on to pro-
duce vaccines, but the companies feared possible lawsuits at national and interna-
tional levels. Villalobos encouraged managing this risk in advance of the epidemic 
and working out liability insurance for pharmaceutical companies. 

 

1. The Financial Service Sector in South-Eastern Europe Economies http://www.febaf.it/trieste-
eastern-europe-investment-forum-2020/#4 

* PhD, Professor at Faculty of Economics, University of Tuzla 
2. That is why domestic companies need to take the initiative now and turn the crisis into an op-

portunity.
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Epidemic risk was something all insurers are exposed to, but diversification of risk 
is important. The insurance and reinsurance markets will need to collaborate close-
ly to determine what the premium price points should be. Besides, it is very difficult 
to get governments to pay premiums to hedge risks against shocks like COVID-19. 
One example of the solution is an Australian (i.e. country’s) pandemic risk insurance 
pool, one option being mooted by the Insurance Council. 
 
New and innovative products will be expensive, but as time passes and the product 
becomes more established, the market will bring the price down. 
 
The insurer’s motivation to cover pandemic and epidemic risk can be described as 
“a double bottom-line approach”: the insurer has a desire to develop a profitable prod-
uct for the company and, in the case of outbreaks, this profit motive aligns with the 
good of society. Moreover, a long-term interest in fiscal discipline could assuage the 
problem; setting aside an outbreak contingency fund is probably not an option in much 
of the world, but having the fiscal space to absorb the first weeks of a crisis could 
be. 
 
Some experts have cautioned against overselling the value of pandemic insurance 
as a hedge for risk in the life insurance market, as people in poor countries do not 
generally have life insurance. 
 
In response to travel bans, school closures, and recommendations to not gather in 
large groups and keep our distance from fellow humans to limit the spread of the 
virus, many people turned to digital tools to keep some semblance of normality. It 
has been imperative to digitally transform our places of work and education to be 
able to operate effectively. Those companies able to use technology well to keep go-
ing and rethink their business model for the future by fast-tracking digital trans-
formation will be ones ahead of their competition.3 

 
The insurance industry’s real opportunity is digital transformation. The customer-
centric revolution has finally reached the insurance industry. Slowly and sometimes 
reluctantly, large insurance carriers realized that confusing forms written in archaic 
language frustrated their customers, who perceived the industry giants as only try-
ing to protect their own interests. After all, most carriers did not even refer to them 
as customers; they were “policyholders” or “claimants.” 
 

3. While some companies will eventually go back to rigid work-in-office policies, it is expected 
that some will realize the benefits to employees and that in fact, it can be done effectively. If 
nothing else, they will have valuable experience about what is needed and how to accommodate 
work-from-home needs in the future when it is required again due to another outbreak or oth-
er reasons.
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Buyers are becoming more digitally adept. This trend is not simply driven by age, as 
Gen X/Yers and Millennials overtake their less tech-savvy parents and grandparents. 
Older generations are becoming more digitally proficient, too, and many grandparents 
today are as adroit with Facebook and online shopping as their grandkids are. So, 
while the population shifts to a younger generation of insurance buyers, the grow-
ing technological sophistication of earlier generations is accelerating the trend. To-
day’s insurance consumers can be broken into four groups: (a) digital native, (b) dig-
ital adopters, (c) digital competent, and (d) digital challenged. The importance of 
this customer evolution for insurers is clear. Currently, over 50% of personal lines 
buyers (digital natives and digital adopters) have high expectations for a concrete, 
pervasive, simple, purposeful, and engaging digital customer experience. That is up 
from under 40% just 10 years ago. By 2025, they will represent more than 70% of 
insurance buyers. Carriers who do not embrace those changing demographics − and 
take on the cause of digital transformation − are apt to be left in the “digital dust.” 
 
Pursuing a bona fide digital strategy has two core aspects. First, it is outward-look-
ing, focused on emerging customer needs and preferences rather than internal needs 
like legacy processes, products, and reporting. Second, it is pervasive. It incorporates 
all elements of the value chain, from payments processing to regulatory reporting 
and compliance to historically mundane back-office operations − not just product 
development, pricing, underwriting, and claims. A digital strategy is not develop-
ing a new snazzy website or launching a smartphone app. Improving and tailoring 
the customer engagement experience is vital, but improved user interface and user 
experience alone will fail if underlying processes, approaches, and thinking do not 
embrace a pervasive digital approach. 
 
There is a high importance of technology under COVID-19 circumstances. Remote 
working − and learning − is easier for all with cloud meeting and team collabora-
tion tools such as Tencent’s WeChat Work or Alibaba-owned DingTalk. In response 
to the COVID-19 pandemic, many technology companies are rolling out tools that 
can support companies and organisations when going remote for extended trial pe-
riods or for lower fees. Here are a few: 

Google is allowing free access to advanced features that normally have a fee ev-
ery month for Hangouts Meet to all G Suite and G Suite Education customers for sev-
eral months. 

Microsoft offered a free six-month trial of its top tier of Microsoft Teams to en-
able schools, hospitals, and businesses in China to keep operating even with the re-
strictions of pandemic.  

U.S.-based video-conferencing provider Zoom saw its stock price rise during the 
crisis; clearly people are seeing the value of remote-working tools. Zoom lifted the 
40-minute limit from its free Basic plan for China when COVID-19 hit the country. 
Doctors in China from more than 1.000 hospitals used the service for online con-
sultations. 

 

insurance business in the time of pandemic and post-pandemic changes
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LogMeIn is offering healthcare providers, educational institutions, non-profit or-
ganisations access to its video conferencing tools, including GoToMeeting and Go-
ToWebinar. 

Cisco is fortifying its Webex tool to properly support companies during the coro-
navirus in the 44 countries its available in, including offering 24/7 assistance for busi-
nesses using the tool.  

 
Before the COVID-19 outbreak, there was some progress made in telemedicine; how-
ever, public health officials are pushing healthcare systems to expand their 
telemedicine through smartphones and other tools.  

 
Technology can assist in triaging patients and in diagnosing those without the ill-
ness but are worried they might have it from seeking treatment at overcrowded fa-
cilities by talking to them through telehealth technology. And, using telemedicine 
limits human-to-human contact, critically important to slow the transmission. There 
are certainly many advantages to telehealth but also challenges that need to be over-
come! Healthcare systems are being forced to address them sooner rather than lat-
er with COVID-19. In fact, a bill for coronavirus funding in the U.S. Congress waives 
the rules that usually restrict video services for people on Medicare, a move that re-
ally emphasizes the potential for telehealth in not only this current outbreak but in 
the future. 
 
Effects of COVID-19 to the SEE insurance market is limited since this market is still 
underdevelopment compared to the Insurance Europe (IE) members states. Con-
sidering the volume of the SEE economies (esp. banking sectors as their inherent parts), 
there is a serious potential for the insurance markets growth in future. Due to bank 
centricity of the financial service sectors, the investment potentials of the insurers 
are still far below the banks. The motor third party liability (MTPL) insurance has 
supremacy over other types of non-life insurance as well as life insurance. Further 
economic reforms as well as political stability are imperative needs for the EU inte-
gration process of the SEE countries that have the (potential) candidate status. 
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darko blazhevski* 

1. covid-19 hard impacts 
 

What Is The Infection Intensity/Dynamic In Your Country And 
What Are The Main Impacts Of Covid-19 Pandemic On Macroeconomics 

 
The infection intensity of Covid-19 crises in North Macedonia is going through the 
second pick of new cases. The estimations are that growth of the GDP will be neg-
ative from -4% to -7%, but still difficult to estimate the level due to unknown duration 
and intensity of the Covid-19 crises. The public deficit is increasing and new Eurobond 
(EUR 700 million) was recently issued in order to support the budget execution. This 
new debt will increase the public debt to 60% of the GDP. Over 15,000 jobs have been 
lost in three months, making over 121 thousand unemployed at the end of May.  

 
What Are The Main Impacts Of Covid-19 Pandemic On Insurance Business 

 
 The insurance business faces decreased sales, especially in NL classes of business 
connected to transport and traveling. No effect on health insurance is noted, since 
its small in scope and coverage, and public health is taking the burden with the Covid-
19 crises. Life insurance hasn’t faced the consequences yet, in these 3 months, but 
we expect increased level on surrenders, lapsations and capitalisations till the end 
of year.  

 
The Role Of The Regulator 

 
The Insurance Supervision Agency (ISA) has introduced regular weekly reporting 
from the insurance companies and occasional querying for additional reporting on 
different issues, has postponed supervisory reporting while the state of emergency 
period, and has postponed on-site supervision. The screening showed couple of com-
mon problems, such as unpaid GWP receivables for longer periods with increased 
possibility of default, not sufficient funds to enable coverage of technical provision 

* Insurance Supervision Agency, Skopje
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with allowed financial instrument, and possibility to break the time limits set by the 
law for claim processing due to decreased regular functions. ISA has taken into con-
sideration all of these questions and has made changes on 3 by-laws that enable till 
the end of this year the following a) 60 days are added to impairment scale for GWP 
receivables, b) GWP receivables up to 10% from technical provisions are accepted 
as allowed coverage instruments, and c) claim processing term from 2 days prolonged 
on 5 days for establishing the initial reserve. 

 
Focus On Solvency And Capital Solidity 

 
- One of the biggest impacts of COVID-19 and of the turmoil in financial markets 

is, for the insurance industry, Solvency on capital solidity. In particular, solvency 
ratios are expected to face non-negligible pressure. Since solvency and capital-
isation are key for the insurance industry and for its clients, do you see possible 
effects in terms of Market selection/consolidation?   
 

I consider that the insurance sector is well capitalized to absorb the pressure. For this 
three months, most the companies are facing decreased premium, but some also re-
port increase. On the claims side, most of the companies have reported decreased 
claim payments although this indicator is very volatile among insurers. The crises 
will certainly decrease their productivity and will result into less earnings. Also, most 
of the insurance companies has taken into consideration not to pay dividends and 
increase the reserves. Having these factors into consideration, I don’t believe that 
neither solvency on capital solidity will be triggered, nor consolidations will be made.  

 
2. covid-19 soft impacts 

the esg revolution and the role of technology 
 

- The ESG theme is becoming the new paradigm on a global scale. How do you 
see post pandemic ESG evolution (Investment landscape; Insurance Clients in-
terest; ESG labelled Products; Human Safety Networks; Other)? Is it possible to 
combine the investment opportunities that will arise after the health emergen-
cy with socially responsible investment policies?  
 

ESG criteria has not been present in investments strategies of the insurance companies 
in North Macedonia. What is more, the ESG is not present in the country in gener-
al, neither as a stock market code or any other form of development encouragement.  
 
- Is technology a key factor to boost growth after Covid pandemic? What will be 

the role of digitalisation in the supply of insurance products (digital vs physical 
offer, remote contracts development, etc.)?   
 

I believe that the Covid-19 crises will be a valuable lesson for the insurance companies 
to increase the role of digitalisation in the supply of insurance products. Up till now, 
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the on-line sales with definite transactions was able only for travel insurance and MTPL 
in couple of companies. Property line of business was offered but more as a start-
ing on-line, and completing the transaction with agent contact or other kind of phys-
ical contact. 

 

contributions
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luciano cirinà* 

1. covid-19 hard impacts 
 

What Is The Infection Intensity/Dynamic In Your Country 
 

The intensity of pandemic was initially devastating. Managing this crisis and at the 
same time follow the warnings was very challenging. Thankfully, decisive and quick 
decisions such as actions taken by the governments of the region indeed limited the 
spread of the contagion in respect of Italy, Spain, UK.  

 
What Are The Main Impacts Of Covid-19 Pandemic On Macroeconomics 

 
I think that we have to wait for Q2 and Q3 period in order to see the full impact of 
decrease of GDP. We expect a decrease of 10% (from +4 to -6%). Many countries 
in the region have the possibility to face the situation better than others, thanks to 
lower debt and to a good budget situation. Regarding unemployment, the hit to the 
occupation arrived in a moment of almost full employment. Although there will be 
consequences, the situation could turn out to be better. 

 
What Are The Main Impacts Of Covid-19 Pandemic On Insurance Business 

 
We notice a drop in GWP and new business and there is no high pick of surrenders. 

Claims (such as travel insurance and bankrupt) were lower because of the lock-
down, especially in March and April, but trend will normalize in the short term. 

 
The Role Of The Regulator 

 
Supervisors prudent suggesting to postpone dividends payout. 

 

* Austria, CEE & Russia Regional Officer, Generali

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 125



126 covid era finance in eastern europe

Focus On Solvency And Capital Solidity 
 

- One of the biggest impact of COVID-19 and of the turmoil in financial markets 
is, for the insurance industry, Solvency on capital solidity. In particular, solvency 
ratios are expected to face non-negligible pressure. Since solvency and capital-
isation are key for the insurance industry and for its clients, do you see possible 
effects in terms of Market selection/consolidation? 
 

First of all, we have to remember that Generali group concluded the YE 2019 with 
a Solvency Ratio at 224% (+8pts above the YE18), probably the highest among the 
main European competitors. 

All our companies in this region remain very solid in terms of solvency. This high-
lights our resilience to such severe environment. 

What I hope is that this crisis might be the opportunity to encourage clients to 
focus more on the solidity of their insurer and not just on the price offered. Still, in 
our region there are some local, small or medium sized competitors who are running 
the insurance business on offering the minimum price, this practice might cause 
bankruptcies and intervention of the guarantee funds. 

 
2. covid-19 soft impacts 

the esg revolution and the role of technology 
 

- The ESG theme is becoming the new paradigm on a global scale. How do you 
see post Covid ESG evolution (Investment landscape; Insurance Clients interest; 
ESG labelled Products; Human Safety Networks; Other)? Is it possible to com-
bine the investment opportunities that will arise after the health emergency with 
socially responsible investment policies? 
 

Since 2007 we have been adhering to the UN Global Compact and since 2011 to the 
Principles of Responsible Investing. We started by excluding from our investment cri-
teria the companies presenting a poor level of ESG practices or not meeting the Gen-
erali ethical principles.  

Then, we continued by selecting and investing in the companies which show the 
best effort in implementing good ESG practices. We took a further step two years ago 
by creating The Human Safety Net: a long-term program which promotes initiatives 
having positive social impact. After that, we decided to allow the involvement of the 
majority of our employees in the Human Safety Net. They do so either through pri-
vate donation or voluntary personal engagement. I am also proud to report to you 
that Generali group had established an Extraordinary International Fund of 
100mEur which addresses both the health and economic impact of pandemic in coun-
tries where Generali operates. 

 
- Is technology a key factor to boost growth after Covid pandemic? What will be 

the role of digitalisation in the supply of insurance products (digital vs physical 
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offer, remote contracts development, etc.)? In the healthcare business, do you 
see innovations like Telemedicine as an opportunity? What are the main chal-
lenges in developing this line of business? 
 

At the beginning of the pandemic we executed in few business days, a total switch 
to an almost fully remote mode, with an average of 80 to 95% of our human resources 
in home office. 

People, especially those who lived in the most affected countries, felt unprotected 
and fragile. 

Much more of services, health services included, will be delivered digitally. Thanks 
to increasing trust the telemedicine, video consultations, telehealth delivery will grow 
now faster in adoption and acceptance. 

 
The important criteria in the choice of an insurer, and in the client’s loyalty to it, are: 

  
• high quality of the products in terms of coverages and services; 
• delivery of an excellent customer service (digital and not only);  
• easy and fast claims settlement. 

 

contributions
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Contributions 

sami mazreku* 

1.covid-19 hard impacts 
 

What Is The Infection Intensity/Dynamic In Your Country 
 

Kosovo has a population of around 1.8 million in total. During the Covid-19 period, 
we had 1263 cases, from which there are 31 deaths. But, we now have only 320 ac-
tive cases which means that a number 912 people have healed from the virus. In the 
last 2 weeks, the Government has taken a decision to ease the measures of movement 
of people and cities were removed from quarantine, but as much as it had a great 
effect on the economy, the data shows that we have a higher number of infected peo-
ple for more than 200 in the last week. This shows that the virus is still spreading 
and its dynamic is moving forward. Kosovo, from all countries in the region, is ex-
pected to suffer the most from the economic crisis caused by the pandemic due to 
the projected decline in investment to 21.5%. This contraction will come as a result 
of declining public and foreign investment. The latter has been in the form of real 
estate investments in our real estate for years. While governments were initially fo-
cused on imposing restrictive measures to prevent the spread of the virus, today they 
are dealing with its social and economic consequences. Kosovo as the Western Balka-
ns, similar to the rest of the world, is expected to enter a recession, the extent of which 
will depend entirely on the duration of the pandemic. The World Bank talks about 
a contraction of the regional economy by 3.1%. Montenegro and Albania are expected 
to have the largest economic decline in the region with 5.6% and 5.0%, respective-
ly, due to the large role of tourism in their economies. Meanwhile, the economy in 
Kosovo will decline by 4.5%, in Bosnia and Herzegovina by 3.2%, in Serbia by 2.5%, 
while Northern Macedonia is expected to go through the “easiest” crisis with 1.4% 
economic decline. One in three workers in the most affected sectors is at risk of los-
ing their jobs. This will further increase poverty in the country by 10%. While con-
sumption can recover faster, exports and investment will take longer to recover. We 
still do not have a complete picture of the economic crisis because the pandemic is 
still going on, but what is known is that the daily damage in Kosovo is estimated at 
around 6-10 million euros. Western Balkan countries have taken emergency mea-

* Insurance Association of Kosovo
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sures to support citizens and businesses during the pandemic. Economists catego-
rize emergency mitigation measures into three major groups: 1) fiscal and trade mea-
sures, 2) monetary and financial measures, and 3) social protection measures. All 
governments in the region have adopted combined measures by subsidizing work-
ers’ wages for businesses, reducing or postponing tax and credit payments, and pro-
viding access to subsidized business loans. Most countries have also temporarily in-
creased social schemes for families in need and retirees. The emergency fiscal pack-
age in Kosovo contains a dozen measures worth nearly 200m euros. These funds have 
been allocated to subsidize the private sector, to support public sector workers on 
the front lines, to help beneficiaries of social schemes, to ensure the financial liquidity 
of public and private enterprises, to support municipalities affected by the pandemic, 
to help minority communities as well as agricultural producers. With a package of 
2.8% of GDP, Kosovo ranks second in the region. Another comparative indicator of 
measures is the level of subsidizing the monthly salary of workers. Kosovo and Al-
bania have paid 100% of the minimum wage for 2 months. The special feature of 
the package in my country was the payment of 130 euros per month after the reg-
istration of workers who did not appear anywhere as employees and an additional 
payment of 100 euros per salary for employees of supply sectors such as food store 
workers, bakeries, as well as pharmacies.  

 
What Are The Main Impacts Of Covid-19 Pandemic On Insurance Business 

 
The emergency package is fulfilling its role, but we are now in the next phase, that 
of economic recovery. As a result, the new package must contain an action plan for 
the implementation of the long-term economic strategy for the development and trans-
formation of the country’s economy beyond the remediation of the consequences of 
the crisis. Today, Kosovo is the third country most affected by the crisis in the region 
and of course, it had a great negative impact on the insurance industry. During these 
months from March 2020 until May 2020, there has been a decrease in gross writ-
ten premium by 50%, and also the number of claims paid was at 10 million, which 
about the same amount comparing it with the same period of the last year. Volun-
tary sales have gone down by 13%, which means that distributers/agents/inter-
mediaries are having great difficulties keeping up with this new development and 
find it yet hard to make any kind of adaptions. According to our data, life insurance 
premiums has a positive result comparing to 2019.  

 
The Role Of The Regulator 

 
Having all this into mind, we go and take a look at the role of the regulator, the Cen-
tral Bank of Kosovo who is continuously monitoring the performance and sustain-
ability of the insurance industry. Despite the crisis, which we do not know the du-
ration of, and the gradual opening of the country and the ease of emergency mea-
sures, the CBK evaluates that there would not be much negative impact that would 
cause the closure of any insurance company, so as of right now, the CBK is not tak-
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ing any specific measure for the industry. What we must admit is that CBK has ap-
proved the associations’ request to postpone the time limit to report to the CBK for 
monthly and quarterly basis, until late June 2020. Since insurers did not have the 
idea of the outcome and the impact of the COVID 19 until now, this act by the CBK 
was very welcomed. The CBK has taken measures such to keep the sustainability of 
the insurance industry intact, likewise doing so with the banking sector.  

 
Focus On Solvency And Capital Solidity 

 
- One of the biggest impacts of COVID-19 and the turmoil in financial markets is, 

for the insurance industry, Solvency on capital solidity. In particular, solvency 
ratios are expected to face non-negligible pressure.  Since solvency and capi-
talisation are key for the insurance industry and for its clients, do you see pos-
sible effects in terms of Market selection/consolidation?   
 

Kosovo’s’ insurance market is 52% based on MTPL insurance so, with all side effects 
that COVID 19 can bring us, it should teach us that we must get our focus right and 
develop new insurance products and have a bigger penetration on voluntary insur-
ance market. Only last year we have made a change/increase on the MTPL premi-
ums which have not been changed from 2001, despite having the regulation 
change, the 10 time increase in insurance coverage and other factors. This year, it 
was that effect of the premium rise that kept the insurance companies going through 
these hard months affected by COVID 19. Our government took some measures that 
would allow the citizen to go out of their homes for necessities for only like 1.5 – 2 
hours per day, and at that time travel by motor vehicle was prohibited and only al-
lowed for specific companies offering services/products. This decision, had a great 
negative impact on insurance sales so that it directly impacted the solvency part. A 
lesson that we should take here is, that we need to raise our expertise on risk as-
sessment processes, and make smarter decisions on which part of the market we want 
to do business in, which would orientate us more and keep in mind that situations 
like these might come. We also should keep one other thing in mind that, this cri-
sis might at later this year bring some insurance companies to a point where they 
go bankrupt, because of different reasons, but mainly by having a negative solven-
cy resolution.  

 
2. covid-19 soft impacts 

the esg revolution and the role of technology 
 

- Is technology a key factor to boost growth after Covid pandemic? What will be 
the role of digitalisation in the supply of insurance products (digital vs physical 
offer, remote contracts development, etc.)? 
 

We have seen the technology developement through years in the financial sector, in-
cluding Reg-Tech, etc. Financial services are being digitalized and offered in faster 

contributions
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ways, which increases the penetration itself. But of course, as the example might be 
in other countries, in Kosovo we need to strengthen the use of the digital signature 
in order to promote digital offers. The pandemic has taught us to move forward and 
make more insurance products available online. Regarding online sales, there is leg-
islation in place, but until now we have not been able to find its defects, meaning that 
they must change and adapt to more practical use than just stand there in a written 
form. We have had this issue with MTPL, where according to law it is obligatory to 
sign the insurance policy. Sales continued online, but people started having issues 
on the registration procedures, because those are not online and such the institu-
tion required the original signed copy of the insurance policy. We had to make some 
adaptions so that insurance policies sold online would be accepted and this was a 
hard task. So now, we are evaluating the whole legislation in order to adapt to new 
needs – and this is completely technology-driven.  

 
- In the healthcare business, do you see innovations like Telemedicine as an op-

portunity? What are the main challenges in developing this line of business?  
 

The health insurance market in Kosovo is around 3% and yes, on the question if we 
see this as an opportunity, COVID 19 has taught us all that it is. Having the possi-
bility to make appointments and checkups online is a great idea, though we cannot 
deny it faced challenges. One of them is that people are used to having the 1-1 ap-
pointments directly with the doctor, which means that implementing innovations 
like Telemedicine would have an impact on changing the habits of the insured. Oth-
ers might be those regarding the protection of personal data, which today is a big 
industry risk and here in Kosovo, we are slowly adapting to the new GDPR directive, 
which by the way we have a new law in place which is in full accordance with GDPR. 
So yes, be able to implement these ideas, we have to face big changes with people’s 
characters and habits, and we can only achieve this if we work together as an industry.  
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Developing Local Capital Markets to Finance Growth  
and Increase Liquidity 

jim turnbull* 

In the post-COVID 19 pandemic recovery phase, the financing that many corporates 
need to survive and grow will become stretched and therefore the mobilisation of 
additional sources of finance will become an increasing priority for all. No single source 
of finance will suffice – in a bank-dominated system such as South Eastern Europe 
(SEE), capital market financing will become a much greater priority in order to spur 
growth and support the rebuilding process, as banks cannot bear the weight of cor-
porate financing alone. A defining point of this crisis is that it is totally exogenous 
and unexpected, which in turn requires an unprecedented response.  

Due to the large fall in GDP across the SEE region in 2020, companies and also 
governments, trying to mitigate the negative economic and social effects of the epi-
demic, will need more financing. Budget deficits are anticipated to increase by 2 per 
cent to 7 per cent of GDP in 2020. Banking sectors across the SEE region, already 
highly exposed to domestic sovereign debt (up to one third of their lending), will not 
be able to cope with this dual challenge on their own. While Non-Performing Loans 
(NPLs) have declined throughout the region, they remain high in some countries 
(Above 7 per cent in Bosnia and Herzegovina and above 8 per cent in Albania), and 
credit quality is set to decline due to the oncoming recession. Government facilities 
(e.g. credit guarantee funds) can help increase the willingness of banks to lend to 
companies, especially to Small and Medium Enterprises (SMEs), but it is unlikely that 
this will be sufficient to meet the increasing financing needs of many corporates.  

So far, a lot of COVID-19 approaches globally are favouring grants rather than 
loans, but even these are insufficient to meet the huge financing needs. This is one 
of the reasons why, it is important to encourage private investment flow both into 
and within the region and identify the relevant incentives. Grants are a useful tool 
as a first response to stem the hemorrhage, but an efficient and effective investment 
ecosystem is of paramount importance in rebuilding these economies. The utilisa-
tion of capital markets and a number of different capital market instruments is crit-
ical, as is the strategic use of development finance for the mobilisation of addition-
al capital towards sustainable development in developing countries. 

* Deputy Director, Capital Markets Development (LC2), EBRD
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The role of International Financial Institutions (IFIs), such as the European Bank 
for Reconstruction and Development (EBRD), is critical but it should not be over-
stated. The EBRD was established to deal with crisis and reconstruction and it has 
designed, agreed, and is already delivering an evolving and dynamic €4 billion “Sol-
idarity Package” as an early response to the post COVID-19 rebuilding requirements. 
IFIs with their participation, can provide deal enhancement such as first loss guar-
antees to mobilise private finance quickly and make deals more attractive to other 
investors, especially in sectors that are in urgent financing need. However, at the same 
time it is important that their intervention does not to crowd out private investment- 
rather it needs to enable it. Equally, it has to be recognised that the balance sheets 
of the combined IFI community are finite and that limited guarantees to mobilise 
other sources of finance are likely to be more effective. 

Capital markets will need to be utilised by governments to finance their deficits 
and emphasis should be correctly placed on Local Currency borrowings through the 
capital markets. Both Central Governments and Municipalities have borne the brunt 
of responding to the emergency and their finances are accordingly stressed. Equally 
much of their revenue is in local currency so local currency borrowing will reduce their 
currency exposure at a time of heightened foreign exchange risk and volatility. An en-
hanced local currency bond issuance program seems a priority at this time. Given that 
capital markets in the Southern Eastern region are relatively underdeveloped, as high-
lighted also by an EBRD comparative study on issuing and trading debt securities, the 
first step is to ensure their robustness and effectiveness as viable financing channels.  

To support these worthy goals, governments might consider, amongst others, the 
following measures: (a) providing tax incentives for investing in debt securities such 
as corporate bonds or equities that are beneficial for both institutional and retail in-
vestors. This has the duel impact of both providing additional stimulus for the issuance 
of corporate debt and equity and reducing the downside risk to prospective investors; 
(b) introducing scalable fees to encourage more cost effective issuance of corporate 
bonds (especially for larger issues) and processing or settlement of bond trades; and 
(c) building investment products that may encourage a greater range of both foreign 
and local investors. 

Capital markets are also very much needed for the financing needs of SMEs. Ac-
cess to finance for SMEs has been challenging, even pre-COVID-19, but the situation 
has been further aggravated during this period. The banking sector is overwhelmed 
and as a result, enabling SMEs to tap into capital markets is key for the recovery phase. 
However, the best instruments to stimulate this activity is still in question. Whilst mini 
bonds might present an option, investor protection needs to be strengthened. Equal-
ly, securitising loans to SMEs through a secured note instrument seems promising 
but substitution of eligible loans remains challenging because the underlying in-
struments are not as homogenous as mortgages and credit card receivables. Equity 
remains arguably the most viable funding strategy for SMEs, but the as market risk 
remains high, investors will require more in compensation. This is likely to drive down 
valuations in the short term, but for those with a longer terms horizon there may be 
significant value. 
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In these unprecedented times, it is clear that SEE region needs a co-ordinated 
response that enables government financing, bank lending and capital market in-
struments to help drive the recovery. Without functioning capital markets, the bounce-
back will undoubtedly be more protracted and potentially create other issues with-
in the government or banking sectors. This article has outlined some of the approaches 
that can be taken to address this and highlighted some of the risks, but what is clear 
is that capital markets are needed to help finance recovery and growth.  

 

developing local capital markets to finance growth 
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Italy’s Short-Term Response to the Coronavirus Pandemic 

anna gervasoni* 

The large diffusion of the pandemic COVID-19 generated an huge number of com-
plications. The healthcare system has been brought to its knees, leading to a deep 
crisis. In this context, there is also growing concern about the capacity of the eco-
nomic system to remain standing. In this respect, the first set of measures taken by 
the Italian government has been designed to guarantee, as much as possible, eco-
nomic stability. In this regard, Italy has set up two different legislative tools: 
1. Cura Italia decree, approved on March 16 of 2020 and became law on April 30 

of 2020. 
Provisions are: 
- a reinforced intervention of the Central SME Guarantee Fund; 
- other guarantee mechanisms through Cassa Depositi e Prestiti S.p.A.; 
- a moratorium on loans and mortgages for SMEs; 
- the suspension of payments for certain production categories;  
- the extension of deadline for payments; 
- the suspension of tax duties and payments for professionals and small en-

terprises. 
2. Liquidity decree, which was converted into law on June 4 of 2020.  

The arrangements are: 
- guarantees by SACE (a subsidiary belonging to the Cassa Depositi e Presti-

ti group), in favour of banks and with a maximum deployment of 200 bln euro 
with the aim of supporting employee costs, investments or working capital 
in factories or entrepreneurial activities based in Italy; 

- guarantees by the Central SME Guarantee Fund covering 100% of new fi-
nancing for SMEs (up to 25,000 euro) and 90% for small midcaps (max 499 
employees). The maximum amount guaranteed for any enterprise has 
been increased to 5 million euro. 

 

* General Manager, AIFI – Italian Private Equity, Venture Capital and Private Debt Association
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1. european union’s short-term response to the coronavirus pandemic 
 

The European Union has played a key role in this pandemic situation. The response 
has been rapid, aimed at implementing a series of measures to support countries in 
the fight against the upcoming crisis. 

The following actions have been taken: 
- the suspension for the first time of the Stability and Growth Pact; 
- the possibility to use unspent resources from structural funds; 
- the launch of the SURE fund to challenge unemployment; 
- a new ESM credit line for direct and indirect healthcare needs; 
- The €750 bln PEPP (Pandemic Emergency Purchase Programme) of the Euro-

pean Central Bank to purchase public and private securities; 
- The activation of Escalar for scale up financing - An EIB guarantee fund. 

 
2. second phase – italian measures 

 
When the pandemic and the healthcare system crisis will be considered under con-
trol, it will be important to re-activate a virtuous circle that would bring private and 
institutional investors to recharge the investments in real economy. 

In Italy, the so called Rilancio Decree has defined some important measures in 
this sense. Among others: 
- the introduction of a new, ‘alternative’, version of PIR (saving investment 

schemes) with the aim of channelling resources towards alternative funds, grant-
ing a fiscal incentive for retail investors; 

- a 4 billion fund that will invest in bonds or interest-bearing debt certificates of 
SMEs with revenues between 10 and 50 million euro that provide a share cap-
ital increase of at least 250,000 euro; 

- a CDP fund, the so called Patrimonio Rilancio CDP, dedicated to businesses with 
annual turnover above 50 million euro. The fund will invest in convertible bonds, 
share capital increase and shares listed on secondary markets with the aim of sup-
porting and relaunching the Italian economic system; 

- 200 million euro of additional resources to the Support Fund for Venture Cap-
ital; 

- a 20% tax credit for SMEs that suffered a loss of revenues in the period March 
-April 2020 and that provide a share capital increase, also through funds; 

- fiscal incentives in favour of investors in innovative startups and SMEs: in par-
ticular, the deduction granted to investments, also through funds, have been in-
creased to 50% (within “de minimis” regime and with a max investment of 100,000 
euro); 

- a new 500 million euro fund dedicated to technology transfer (managed by the 
Italian Ministry for Economic Development and ENEA). 

 
Currently, we are working, on the one hand, on proposals to improve the content of 
the measures within the parliamentary path for the approval and, on the other, to 
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better define the implementing details within the decrees that will be set over the 
next months. Our aim is to ensure that those proposals will be deployed in the right 
way, giving the possibility to generate a stronger flow of finances for private capi-
tal funds to be efficiently directed towards startups and SMEs. 

 
3. second phase – european measures 

 
At the European level, many interventions have been planned and are starting to be 
implemented such as: 
- Mifid II review: AIFI, in coordination with Invest Europe, has responded to a re-

cent public consultation related to Mifid II with the aim of supporting the cre-
ation of a new category of semi-professional investors or, alternatively, to introduce 
a more flexible framework to define professional clients upon request; 

- CRR II (Capital Requirements Regulation): there is the need to guarantee that 
investments made by banks in startups and SMEs through private capital funds 
are not considered as high risk, being subject to stronger capital requirements; 

- Solvency II: monitoring the implementation of the recent introduction of a new 
category of ‘long-term equity investments’ with a 22% risk weight that could guar-
antee a stronger commitment of the insurance sector in private capital funds. 
 
 
 
 

italy’s short-term response to the coronavirus pandemic
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The Western Balkans And Covid-19:  
Resistance, Vulnerability, and Potential Opportunities  

in the Post-Pandemic World 

richard grieveson* 

The economic fallout from the Covid-19 pandemic is severe. The global economy is 
facing its worst peacetime recession since the 1930s. For Central, East and South-
east Europe (CESEE) as a whole, 2020 will be the worst year for economic activity 
since the transition recessions of the 1990s. In this context, the Western Balkan coun-
tries1 will not be able to avoid historically large contractions in economic activity, with 
a host of negative spill-overs for investment and finance in the region. Prospects for 
recovery from 2021 are clouded by high levels of uncertainty, with the shape and 
speed of the recovery set to be heavily influenced by measures taken to restrict the 
spread of the virus over the winter months. 

 
While the current crisis is among the worst in recorded economic history, it is how-
ever qualitatively quite different to most other cases, including the aftermath of the 
2008 global financial crisis. Then, the global economy faced a severe (dollar) liquidity 
shortage, and the crisis was centred on the financial sector. This time, major central 
banks have injected unprecedented levels of liquidity into the global economy, and 
so far, the financial sector is far from the worst-affected part of the economy. Nat-
urally, this may change, but for now the crisis is largely one of the real economy. As 
such, with the right policy support, when the recovery arrives it should be quite strong. 
This crisis may not leave a long legacy like after 2008, when many economies--in-
cluding in the Western Balkans--took many years to return to pre-crisis levels of eco-
nomic activity. 

 
1. quantifying the initial economic fallout 

 
Forecasts by the Vienna Institute for International Economic Studies (wiiw) released 
in May 20202 show that all Western Balkan countries will face steep recessions this 
year. However, the range of these projected downturns is broad, from -11% in Croa-
tia to -4% for Serbia. In 2021, wiiw projects a recovery everywhere, although also here 
there is also a range, from +5% in Montenegro to +3% in Bosnia and Herzegovina. 

 

* Deputy Director, The Vienna Institute for International Economic Studies 
1. For the purposes of this paper, unless otherwise stated, the Western Balkans means Albania, 

Bosnia and Herzegovina, Croatia, Kosovo, Montenegro, North Macedonia and Serbia. 
2. New forecasts will be released at the start of November 2020, after this paper is finalised.
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In 2020, all Western Balkan countries introduced very strict domestic lockdown mea-
sures. By mid-April, Western Balkan countries had some of the highest ‘stringency’ 
levels in the world, according to the Oxford Blavatnik School of Government Strin-
gency Index.3 This was especially the case for Serbia (85.3) and Croatia (92.9) as 
of April 15th. Various high frequency indicators relieved the impact of this on eco-
nomic life, including google mobility data. As of mid-April, mobility in areas rele-
vant to the economy was down by up to 50% against the baseline in parts of the West-
ern Balkans. 
 
With domestic lockdown measures fairly strict across the region, the key differences 
between Western Balkan countries in terms of the Covid-19 economic fallout came 
from external factors. Here, the countries more reliant on tourism and/or external 
trade suffered much more in 2020. Croatia, Montenegro and Albania all rely on tourism 
for around 20-25% of GDP (directly and indirectly), comfortably the highest levels 
in the whole of CESEE, and as a result their economies will suffer among the worst 
2020 declines in the region. Tourism effectively collapsed in Q2 2020 due to vari-
ous restrictions on international travel. Although there was some recovery in Q3 2020 
as restrictions were lifted, many potential tourists are likely to have remained extremely 
cautious about international travel. Full-year declines for tourist nights in the West-
ern Balkans are likely to have fallen by 50-70% in 2020 as a whole. 

 
2. areas of vulnerability for the western balkans 

 
Even in 2021, it is unlikely that tourism will fully recovery to 2019 levels. Howev-
er, this is far from the only area of vulnerability for the Western Balkan economies 
this year and next. For example, in general health systems in the region are quite un-
derfunded by Western standards. This means that governments will be cautious about 
their impact the handle a potential second wave over the winter, and may therefore 
be quicker to re-introduce economically-damaging lockdown measures. Countries 
in the region tend to have a large share of SMEs, which may not have large cash piles 
to get them through a second wave and further sharp reduction in demand for weeks 
or months.  
 
In addition, several countries in the region (often those with the highest tourism de-
pendence such as Albania, Montenegro and Croatia) have high public debt loads and 
face a fairly elevated cost of borrowing. This will prevent them from borrowing and 
spending to support firms and workers to the same extent as Western Europe or some 
other parts of CESEE. Most countries in the Western Balkans also rely heavily on cap-
ital inflows, leaving them exposed to external funding difficulties. Remittances, net 
foreign direct investment inflows, and net ‘hot money’ inflows combined have av-

3. The index gives countries a score between 0 and 100 based on various Covid-related lockdown 
measures, including closing schools and bans on public gatherings.
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eraged almost 30% of GDP for Montenegro in the last five years, and in the range 
of 13-20% of GDP for Serbia, Bosnia, Albania and Kosovo. 

 
3. areas of resilience for the western balkans 

 
Although the economic challenges are severe, it would be a mistake to become too 
despondent about the region’s prospects of weathering the crisis. The Western Balkan 
countries have several important advantages that could help them to manage the fall-
out and benefit when the public health situation improves and the economic recovery 
takes hold. 
 
First, most countries reacted relatively quickly during the first wave, initiating strict 
lockdowns to stop the spread of the virus. Although one can argue that some mis-
takes have been made since, it is clear that as a whole the Western Balkan countries 
from a public health perspective have handled the crisis better than many parts of 
Western Europe. Death rates relative to population size from Covid-19 in Western 
Balkan countries are a fraction of those of countries like the UK, France, Spain and 
Italy. 
 
Second, aside from tourism, the Western Balkan countries are generally not that ‘open’ 
by CESEE standards. Although Serbia and North Macedonia have been relatively suc-
cessful in integration into European value chains over the past couple of decades, 
the total share of goods and services exports in their GDP remains generally in the 
range of 50-60% of GDP, which is well below most Central European countries (the 
equivalent figure for Slovakia, for example, is 92%). This means that the Western 
Balkan countries were not as badly affected as many other parts of Europe from the 
collapse in global trade this year. 
 
Third, international support for the Western Balkans has been quite significant. This 
has come from various sources, including the IMF and EBRD. Both in terms of scale 
and speed of response, the support made available to the region this year appears 
to be more significant than after the 2008 global financial crisis. 

 
4. the western balkans in the post-pandemic global economy 

 
Major crises like the current pandemic tend to drive quite fundamental changes in 
the global economy, many of which cannot be seen in real time. It will likely be many 
years before we can fully understand the structural changes that the current crisis 
has brought about, and what this means for the Western Balkans. However, some 
changes already seem to be clear. 
 
First, the state has very rapidly taken on a much more significant role in economic 
life. It is unlikely that this will fully be unwound after the crisis passes. In countries 
where there are already worries about rule of law and the independence of institu-
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tions, which includes many Western Balkan countries, this is a concern. A bigger role 
for the state will also necessitate higher taxes in the future. 

 
Second, the crisis is likely to drive near-shoring in Europe, with firms in countries 
such as Germany, Austria and Italy likely to be wary of extended supply chains. This 
increases the attraction for these firms to invest in CESEE, including the Western Balka-
ns, relative to Asia. The Western Balkans may also be able to attract more investments 
in the services and digital spheres as a result of the current crisis.  
 
However, while the crisis will change a lot, it is likely that many things will also look 
quite familiar in the post-pandemic world. It does not seem, for example, that the 
pandemic will make a big difference to the accession prospects of the non-EU mem-
bers in the Western Balkans. Given the seemingly intractable political issues the re-
gion faces, EU accession is still many years away. As a result, the influence of Rus-
sia and China in the region is likely to remain strong, and in the case of China even 
grow, including in an economic and financial sense.  
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Deepening Sustainable Economic Integration  
of Western Balkans 

goran svilanović* 

The socioeconomic consequences of the COVID-19 pandemic are expected to be se-
vere for the Western Balkans. Governments are taking unprecedented measures to 
help people and companies in overcoming the crisis. Regional economic integration 
has to be a prominent part of the Western Balkans socioeconomic recovery efforts, 
if the region is to rebound and take full advantage of recovery measures. Develop-
ing a common regional market – based on EU standards – including those linked to 
the green transition and digital transformation, is essential for the Western Balka-
ns to seize the opportunities of the new socioeconomic order that will emerge in the 
pandemic aftermath. Joint actions in this regard shall ascertain the Western Balka-
ns commitment and reaffirm their credible perspective within the EU.  
  
It is now important, more than ever, for the Western Balkans (WB) to continue deep-
ening intra-regional economic integration towards the EU single market, as an in-
tegral part of a collective response amid the long-term social and economic challenges 
the region is facing. The initiative for enhanced regional cooperation by WB Lead-
ers provided a major impetus for the development of a new regional economic in-
tegration agenda that is built upon a strong political determination, commitment and 
pragmatic vision. In this way, conditions for growth and sustainable development 
are created. 

The Zagreb Declaration (EU – Western Balkans Summit, Zagreb, 6 May 2020) 
reiterated EU support for deepening regional economic integration as well as build-
ing on EU rules and standards, thereby bringing the region and its companies clos-
er to the EU Internal Market. This will be achieved, among other, through the Re-
gional Economic Area (REA), with the purpose to facilitate the economic recovery 
after the crisis and make the region more attractive for investment.  

 
The outbreak of COVID-19 and associated containment measures in the Western Balka-
ns will severely curtail growth, with a substantial GDP contraction from −9.0 to −3.0 
percent in 2020. The slow recovery is expected to be in 2021, as the pandemic fades 
away. Specific vulnerabilities of WB economies are related to external shocks, including 
falling commodity prices, declines in tourism, high remittance-dependency and sig-
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nificant value chain disruptions. All economies will experience significant budget 
deficits and liquidity issues caused by limited economic activity. The reduction in re-
mittances will only add to the economic strain, while the economies with high de-
pendence on the tourism sector will be severely affected due to travel restrictions and 
the pandemic effects, globally. Similarly, regional governments have started imple-
menting monetary and fiscal policy measures on an unprecedented scale, expecting 
to mitigate the containment measures socioeconomic impact. As the region is mov-
ing from crisis management to recovery, there is a dire need to think about the fu-
ture horizon. Much like the EU’s recovery plan, the regional responses should be built 
upon resilient, green and digital economy, with a strong focus on modern and circular 
economy. In light of a probable relocation of sever global supply chains, both Euro-
pean and our region’s governments will need to work together to protect crucial val-
ue chains while develop new ones, in close partnership with the private sector.  

  
The MAP REA implementation process has seen some noteworthy accomplishments. 
The most remarkable ones are the adoption of Additional Protocol 6 on Trade in Ser-
vices; the endorsement of the Regional Investment Reform Agenda and the adop-
tion of Investment Policy Reform Action Plans; the endorsement of the Declaration 
on Recognition of Academic Qualifications; the signing of the Regional Roaming Agree-
ment; the endorsement of Digital Agenda for the Western Balkans and, lastly, the 
successful organization of the Annual Digital Summit. 

The region has continuously worked on REA deliverables for 2020. Some of them 
include the launch of a regional dialogue on digital skills and competences; effec-
tive implementation of Regional Roaming Agreement and preparation for Roam Like 
At Home regime; final phase of adoption of regionally accepted standards for ne-
gotiation of International Investment Agreements; preparation of key elements for 
a roadmap for EU-WB roaming charges reduction; an agreement on protocol on open 
access to regional infrastructure; and, lastly, setting up a Joint Information System 
for recognition of Academic Qualifications, among others. For all of these success-
es, the whole team of the Regional Cooperation Council – giving birth to the MAP 
REA – deserves our admiration and support in their efforts towards MAP REA 2, which 
is aiming to bridge the Western Balkans and EU Internal Market gap in the context 
of enhanced regional economic integration for 2021-2024. 

This new vision for deepening regional sustainable economic integration, firm-
ly embedded in EU’s post COVID-19 recovery efforts, could constitute an essential 
regional transformational tool for:  

 
• Framing regionally coordinated efforts for the reconstruction, recovery and re-

silience building stages ahead us. 
• Connecting the Western Balkans economies more effectively within the region 

and with EU. 
• Shortening the time for recovery and creating conditions for sustainable growth, 

while strengthening the production and performance of important sectors in or-
der to ultimately securing jobs and creating development opportunities. 
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• Improving socioeconomic performance, business and investment friendliness as 
a means for economies to recover in a green and inclusive way, by strengthen-
ing regional economic integration, enhancing intra-regional trade, boosting con-
nectivity, attracting more investments and securing growth potential in the West-
ern Balkans. 

• Tapping into significant sustainable growth potentials of a realigned and re-
gionalized world map of value and supply chains, and Europeanization of val-
ue chains aimed at increasing their resilience by reason of geographical proximity, 
existing structures and ongoing EU accession and alignment processes. 
 

It will, therefore, be imperative for WB regional cooperation to anchored to EU’s com-
prehensive recovery efforts for two reasons. First and foremost, because of our re-
gion’s clear European perspective as well as substantial trade and investment links 
with the EU; secondly, due to the markets’ structural limitations, yet to be improved 
level of specialization and productivity, as well as limited participation in EU value 
chains.  

Overall, new realities call for adjustments and socioeconomic transformation of 
the region, underpinning and upgrading the approach towards: Digital transformation 
and innovation as a backbone of regional economic integration efforts and vector 
of growth; building on existing crisis-oriented measures in light of Green Corridors 
in the WB and EU; dynamic industrial policy; countering financial market disrup-
tions; more integrated support for SMEs through innovative partnerships and dig-
ital platforms; strengthened human capital to improve the quality of education, tack-
le skills mismatch and address digital upskilling needs through formal and non-for-
mal education due to fast spread of new technologies.  

The enhanced regional economic integration roadmap will be fully aligned with 
the European Green Deal and the forthcoming Green Agenda for the Western Balka-
ns (GAWB), which would further strengthen regional cooperation, while unlocking 
the potentials of green, low carbon and circular economy of the Western Balkans.  

 
• Building blocks and policy areas.  
o Trade. 

The main objective of the trade agenda is to enable effective trade in goods and 
services. The new phase of regional economic integration should seek to capitalize 
on regulatory convergence driven by harmonisation with EU acquis and trade-pro-
moting factors, such as geographic proximity, language, culture, and economic com-
patibility. In addition, special focus is put on rebuilding and strengthening region-
al and European value chains to tap into significant growth potential and counter-
act economic consequences of COVID-19 pandemics. The way to enable this is to set 
up cooperation mechanisms, modelled on the ones in the European Union within 
the framework of CEFTA 2006, in particular Additional Protocols 5 and 6 that lay 
groundwork for enhanced cooperation in trade facilitation and trade in services.  

The trade agenda 2021-2024 should consist of following components:  
• Facilitation of trade in goods seeks to minimise cost and administrative burden 

deepening sustainable economic integration of western balkans
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in trade in goods, to remove non-tariff barriers and achieve resource efficiency. 
To enable this, the parties will cooperate on harmonisation with EU health, safe-
ty and environmental requirements, as well as issues regarding conformity as-
sessment, quality infrastructure and market surveillance for industrial and agri-
food products. Moreover, given the success of the Green corridor/Green lane ini-
tiative set up with the Transport Community (TCT) Secretariat in ensuring free 
flow of essential goods within WB6 in the context of anti-pandemic measures, 
one of the main priorities will be to extend it to all trade in goods.  

• Facilitation of trade in services aims at enabling smooth supply of services with-
in the region by removing information, legal and administrative barriers. This 
entails extending existing commitments on market access and national treatment, 
but also setting up other mechanisms, modelled on EU services legislation, such 
as recognition of authorisation schemes in selected sectors, harmonising service 
recipients’ rights, development of information and transparency tools such as Reg-
ulatory Database, and administrative cooperation among others. 

• Electronic commerce agenda seeks to remove key barriers for the digital trade 
of goods, services, and digital products. Development of electronic commerce 
plays crucial role in ensuring supply of goods and services to people in businesses, 
when traditional trade based on physical contact of people is disabled. There-
fore, to ensure traditional flows of trade faced with restrictions introduced to fight 
the pandemics, promote modern forms of trade based on technology and enable 
links EU Digital Single Market, the e-commerce agenda will be considered as one 
of the key priorities.  

• Trade related activities include addressing a number of areas that can further sup-
port regional trade and, therefore, regional economic integration. To enable a 
more effective implementation of all commitments, CEFTA will reform its dis-
pute settlement rules and related procedures, thus enhancing the work on non-
tariff measures. System of Electronic Exchange of Data (SEED) will evolve to fa-
cilitate paperless trade and cooperation between competent authorities involved 
in both trade in goods and services, in line with the functions of the Internal Mar-
ket Information System in the European Union.  
 

o Investment.  
The biggest challenge the Western Balkan economies face at the moment is how 

to perform properly to prevent the economic downturn from transferring into a pro-
longed depression. With negative economic forecasts underway, the region will re-
quire much faster economic growth to be able to cope with the upcoming negative 
impact of the pandemic. To keep pace with the EU, the region must secure the qual-
ity and sustainable investments in export-oriented sectors, while securing access to 
finance for SMEs and financial market development. Given the comprehensive in-
vestment efforts required to fuel the recovery and modernise the economies, the ro-
bust EU economic and investment plan for the region announced for this autumn can 
be a decisive contribution towards restarting the economies, while improving their 
competitiveness, to better connect them within the region and with the EU. The post-
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pandemic actions will require major adjustments in industrialised and emerging 
economies in the medium term with the focus on the stabilisation of productive sec-
tors and their restructuring to create more resilient systems and support recovery 
and growth. In this endeavour, intermediary organizations, namely Chambers of Econ-
omy and Investment Promotion Agencies, should be involved in drawing up proposed 
economic reforms.  

 
The agenda should be developed around the following main building blocks:  

 
• Investment Policy Reforms.  

Ensuring compatibility of investment policy with the EU investment regime and 
sustainable development to make sure that economic development is in compliance 
with social and environmental standards. Possible ways for furthering in this area 
could entail regional discussions towards one set of intraregional BITs and a more 
coordinated approach towards prospective WB intra EU BITs. Following relevant ac-
tions could be foreseen in the area improvement of business establishment proce-
dures and policies; deepening of ongoing reforms identified in IRAPs, including e.g. 
expatriate work permits, incentives related cost-benefit analysis, improving standards 
for investor as well as protection in domestic legislation. 

The pandemic shed new light on the importance of preserving strategic indus-
tries which could be at risk as a consequence to the current economic disruptions. 
Since Western Balkans is moving towards deepened regional economic cooperation 
and a single investment space, developing harmonised screening mechanisms for the 
economies of the region – as a tool for more balanced foreign investments in specific 
sectors, could also be initiated. The region needs also reforms in additional policy 
areas relevant for the investment agenda that could help regional economic devel-
opment and alignment with EU standards such as internationalization of SMEs, build-
ing stronger connection among regional value chains, and continuing work on Smart 
Specialisation Strategies (S3). The pandemic will also cause FDI to decrease due to 
reduced economic activity, and these impacts will be concentrated in cyclical industries 
and service sectors the most. Efforts in current crisis situation should focus on the 
retention of existing foreign investors, and preservation of supply chains connect-
ing foreign and domestic suppliers. In the long term, the region should focus on at-
tracting FDI in export-oriented sectors and explore expansion opportunities of ex-
isting investments in WB economies.  

 
• Investment Promotion.  

With an objective of not only attracting FDI but also retaining them in the region, 
it is important to continue with coordinated joint Promotion of the Western Balka-
ns as a single investment destination. Economy-level outreach activities for econo-
my value propositions can be prospectively expanded and replicated to the region 
as a whole; the joint investment promotion initiative for the region (JIPI) can be deep-
ened by building on established platforms of the first phase, e.g. identify specific ar-
eas for cooperation, and sign memoranda of understanding. Investment promotion 
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should lead to the development of international branding and joint value proposi-
tions with selected target sectors for the region as a whole. The region should de-
velop mid- to long-term regional investment strategies aimed at capturing the lat-
est technological and process developments in manufacturing to increase compet-
itiveness for investment which will lead to the development and promotion of regional 
value chains in selected target sectors (e.g. tourism, automotive, IT) as a basis for 
targeted investor outreach campaigns to unlock these value chains. Fractional re-
alignment of value and supply chains in order to build more resilient systems resistant 
to immediate collapses when supply and demand chain is endangered will be in fo-
cus. The WB economies could gain from the disruptions at the world market and use 
the opportunity to attract more EU investors whose production could be reallocat-
ed to the closer regions, such as the WB region.  

 
• Industrial Development.  

The economic lockdown will hit the economies that are heavily dependent on 
tourism sector the hardest, including those in the WB region. While the supply chains 
are disrupted, industrial production, in particular the manufacturing sector has been 
diminished by the closed borders. Most WB economies are net importers of food, so 
agriculture is one of the sectors to be the most negatively impacted by the crisis. Keep-
ing in mind that the EU is the biggest trade and investment partner of the WB region 
and that WB economies heavily depend on the EU economic misfortunes and recession; 
value and supply chains must be re-established, and investments acquired in 
strategic value chains. With a view to respond properly to the current situation, the 
dynamic industrial policy should be introduced, support for SMEs in both access to 
markets and finance provided, and more private investment to help high-potential 
enterprises grow attracted.  

In addition to measures under investment policy and promotion, the region should 
consider redesigning existing industrial and SMEs strategies or at least addressing 
the current impact of the pandemic through more support to SMEs in upcoming poli-
cies. Even though some of the strategies are recently adopted, due consideration should 
be given to their amendments in light of recent developments in economic and busi-
ness sectors, especially having in mind economies of the region which are still trade 
dependant or their economy is relying on one strategic sector.  

In support of private sector-led industrial development and in order to shift the 
primary focus on innovation-driven measures to support competitiveness through 
digitalisation and innovation, as suggested by WB6 Chamber Investment Forum, a 
new policy approach is needed. It would encourage WB economies to become an in-
tegral part of EU economic system, able to contribute to its growth and development 
rather than serving as trading partners. Industrial-related activities could be directed 
towards inclusive enlargement so as to strengthen and provide for support mecha-
nism to target economic operators in line with practices in EU Member States.  

In terms of specific industries and sectors particularly fit for a stronger and more 
coordinated regional approach, tourism constitutes a significant part of the 
economies of the Western Balkans. The complete standstill of tourism activity is af-
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fecting not only tourism industry but also the economy at large. The industry is dom-
inated by micro and small enterprises, which are extremely vulnerable during times 
of crisis, as the case of COVID-19 outbreak showed.  

In order to alleviate the pressure on SMEs and develop tailored measures for the 
tourism industry, WB economies need to make a policy shift towards fully integrating 
sustainable tourism practices into the development and management strategies and 
enable continuous improvement of tourism industry digital skills.  

Industrial development would continue work on sectoral aspects of economy and 
expand on prospective additional sectors of regional relevance (i.e. ICT, green en-
ergy, food tech) can be developed as part of the consultation process.  

 
o Financial Markets development.  

Financial liquidity for MSMEs and stronger cooperation among financial au-
thorities, including international players, are crucial in the post-pandemic recovery 
phase. Development and diversification of financial markets in WB economies needs 
to boost investment and widen access to finance in WB through: (i) deepening of fi-
nancial markets; (ii) cooperation among WB economies — exchanging information, 
sharing lessons, and addressing common challenges — to aid convergence of WB to 
EU income levels; and (iii) integrating select segments of the financial markets with-
in WB economies and with the EU to benefit from increased market scale and larg-
er potential investee and investor base. In order to facilitate development and ad-
dress the risks of new FinTech products and business models (e.g. peer2peer lend-
ing, crowdfunding, digital credit), it could be beneficial to think of a regional approach 
towards the further development of FinTech products. With a view of the challenges 
related to ensuring financial liquidity of MSMEs, more integrated and coordinated 
support mechanisms can be prospectively examined, including those related to re-
volving funds and financial guarantee instruments for the loans to MSMEs.  

 
o Human capital development.  

The Human capital development agenda can be developed around the follow-
ing building blocks:  

  
• Removal of obstacles to recognition of professional qualifications.  

The Western Balkan economies can explore further possibilities to conclude mu-
tual recognition agreements in other sectors and professions of mutual interest; in-
troduce a general system of recognition of all professional qualifications in line with 
the EU Directive on Regulated Professions; and open negotiations on professions un-
der specific EU regulation. Furthermore, measures to include the Western Balkans 
into formal groups on professional qualifications within EU in the capacity of observers, 
as well as inclusion of WB economies in a specific status of observer into the Inter-
nal Market Information System (IMI), can be pursued.  
  
• Removal of obstacles to recognition of academic qualifications.  

The main objective is an Open Western Balkan Education Area fully integrated 
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febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 155



156 covid era finance in eastern europe

into the European Education Area. With the implementation of the Western Balka-
ns Declaration on Recognition of Academic Qualifications, new possibilities to widen 
the removal of obstacles of academic qualifications arise. Several proposals and ini-
tiatives should be considered:  
i. A procedure for fast track recognition of higher education qualifications.  
ii. An agreement on recognition of primary, secondary including professional, VET 

qualifications may be initiated.  
iii. An agreement on recognition of non-formal and formal learning.  
iv. An agreement on Access to Study in the Western Balkans to treat students, re-

searchers and professors equally to national students, researchers and profes-
sors when studying, carrying out research or teaching in the national system with 
regards to tuition fees, right to accommodation, food, and employment.  

v.  The Protocol on “fast-track” issuing of visa, residence and working permits for 
students, researchers and professors from the WB region should reflect the sim-
ilar EU model put in place for all EU citizens.  

vi. An agreement on Access to Study between the EU and the Western Balkans to 
treat WB students, researchers and professors the same as national students, re-
searchers and professors when studying, carrying out research or teaching in the 
national system with regards to tuition fee, right to accommodation, food, and 
employment (e.g. Austria has this for all students coming from old Austro-Hun-
garian Empire regardless of whether they are from EU member states or not).  

vii. WB-EU agreement for equal treatment of WB students, researchers and profes-
sors when studying, carrying out research or teaching in the national system with 
regards to tuition fee, right to accommodation, food, and employment (not as 
Third Citizens but as EU citizens or closer to EU citizens than other Third Citi-
zens).  

viii.An agenda for WB to become part of ERASMUS+ programme by 2025 and an-
nouncing the opening of the European Universities Initiative to the Western Balkan 
Universities.  

ix. Mobility related activities – regional ID travel; residence and working permits; 
access to health insurance and health sector; transferability of social security rights 
(employment and pension rights), equal opportunities and access to the labour 
market; fair working conditions; social protection and inclusion.  
  

• Open Science.  
The post-COVID reality will require a new thinking, based on open sharing of 

knowledge and information for introduction of innovative policy measures that con-
tribute to the development of the region in line with the EU’s forthcoming Horizon 
Europe programme and Innovation Agenda for the Western Balkans. The agenda 
should be developed around two main pillars: Open science and Open innovation 
ecosystems.  

  
Open Science – open access, open data & open resources – is one of the key instru-
ments for making science more responsive to the needs of society. Major international 
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organisations, including the EU and UNESCO, have called on governments to enhance 
scientific cooperation, knowledge and data sharing, which are critically important, 
especially in light of the COVID-19 pandemic to minimise human and socio-economic 
losses. The WB economies have been actively participating in the National Point of 
Reference Open Science meetings at the EU level, while a part of the EU’s report on 
Open Science also includes the WB economies.  

  
• Open innovation ecosystem.  

The region’s economic transformation from low-skill labour and low technolo-
gy based industries is possible only if there is a shift in innovation policies. The EC 
is developing a science and innovation agenda to be discussed with Member States 
and partners for the next five-year period, taking into consideration regional dif-
ferences. Based on this, the EC also plans to structure an Innovation Agenda for the 
Western Balkans along political, regional and thematic components. The key element 
of political component is the full association to the next Framework Programme, “Hori-
zon Europe”.  

The regional component is likely to focus on innovation financing (EIC, Invest 
EU), Widening (Horizon Europe, EIT); Education capacity building (MSCA RISE, 
ERASMUS+); link to regionalisation priorities (SME investment, deepening Economic 
Union), while Thematic component should be in line with emerging challenges (Green 
Agenda, Digitalisation, Circular Economy, An Economy for the people), Horizon Eu-
rope missions & SDGs and traditional WB priorities (Agriculture, Food, Manufac-
turing, Health and Tourism).  

In this respect, the activities could include regional upscaling of successful in-
novation fund mechanisms and the prospective establishment of a regional innovation 
fund as a financial and technical instrument designed to support ideas and initia-
tives that respond to region’s economic needs and encourage creation of new high-
skill labour jobs; co-design of innovative policy tools to assist policy-makers devel-
op more effective innovation policies; open innovation hubs to include various ac-
tors for free circulation of knowledge; networking of technology transfer offices and 
experienced teams to commercially exploit the region’s research findings; promot-
ing regional cooperation among businesses and innovation leaders as a powerful tool 
for economic recovery and create a more robust business environment in the post-
pandemic reality including strengthening the role of women in STEM in the WB 
economies.  

 
o Digital transformation.  

New social and virtual reality caused by the pandemic has forced policy makers 
to re-think policy-making processes, businesses to adjust to new realties and citizens 
to acquire new skills to cope with emerging challenges and realities. Investing in dig-
ital capacities, infrastructure and technologies should be a key element of the recovery 
efforts of WB economies, at the same time anchored with EU recovery efforts. WB 
region should support effective implementation of the Digital Agenda for WB and 
alignment with to EU Digital Single Market (DSM) principles and practices and rel-
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evant European Strategies, i.e. European Digital Strategy, EU Data Strategy, and Gi-
gabyte Society.  

  
The agenda may be developed around the following main building blocks:  

  
• Digital infrastructure and connectivity. 

In order to provide seamless digital services and improve regional connectivity, 
robust, fast and reliable broadband networks are needed. Therefore, the following 
actions should be considered: further harmonization with respective EU acquis; ex-
pediting broadband deployment and boosting digital infrastructure; strengthening 
WB BCOs capacities through networking and peer to peer learning, integrating fur-
ther in EU BCO network; expanding and promoting investment possibilities through 
feasible and viable business models as well as through increased uptake of WBIF funds; 
promoting infrastructure sharing; supporting implementation of regional initiatives, 
such as Balkan Digital Highway Initiative, as well as reaching out to Local Govern-
ment Authorities to support broadband development, in particular in rural areas. 
Rise in remote work and the need for remote health services and other e-services show 
that 5G spectrum policy harmonisation and deployment of 5G networks in line with 
EU practices remains a priority. Establish free roaming region and ensure inclusive 
and transparent cooperation with all stakeholders in addressing challenges and needs 
as well as work toward smooth alignment with EU roaming free space rules and prac-
tices through the implementation of the roadmap to lower roaming costs between 
EU-WB based on a transparent and inclusive process among all actors remains a pri-
ority.  

  
• Digital skills and competence.  

The need to possess digital skills, from basic to advanced, has proliferated fur-
ther due to rapid digitalization and spread of new technologies. A holistic approach 
in addressing upskilling through multi-faceted regional interventions, including pol-
icy formulation and preparation of long-term strategic framework(s), formalisation 
of long-term strategic alliances among policy makers, private sector, academia and 
international partners, introduction of tailor made actions and interventions based 
on market needs, regional initiatives to enable digital skill upscaling at large 
should be formalized. Region should build and pursue and agree on concrete actions 
around the existing regional proposals to upgrade digital skills and other digital com-
petence (i.e. Center for Forth Industrial Revolution-C4IR, Cybersecurity Center, Dig-
ital Transformation Academy)  

  
• Trustworthy regional space.  

Ensuring further implementation of interoperability across the WB region is need-
ed, including harmonization of EU acquis (i.e. eIDAS, Single Digital Gateway, EIF), 
further aligning with EU best practices, embarking on regional initiatives to enable 
better interoperable environment/systems/databases/platforms, facilitating e-ser-
vice delivery, developing where feasible e-Health, eProcurement, eGovernment as 
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well as other key e-services, adopting common standards for statistical data shar-
ing and exchange, including data sharing in agriculture. This would enhance recog-
nition of electronic trust services and allow secured exchange of data online and offline. 
With rapid digitalization of public services due consideration should be given to prop-
er enforcement of cross-border personal data protection.  

 
• Conducive and competitive environment for innovative businesses.  

The WB Annual Digital Summit should be considered as a Government-Business-
Civil society permanent collaborative process to discuss and agree on regional ini-
tiatives to address new challenges, such as Artificial Intelligence, Blockchain, IoT, High-
performance computing, smart cities, cloud initiatives and open data through cloud 
based platforms for wider use, support actions/investment in digital technologies 
and capacities, facilitate participation to the possible extent in different EU platforms, 
working groups, as well as programs. Support to start-ups, innovative businesses, 
and digital hubs to develop their capacities should be considered as well as challenges 
connected with fourth industrial revolution and digitalization of businesses.  

  
• Resilient cyber space.  

Spread of high tech and digitalization reinforces the need to develop/ad-
just/upgrade and ensure proper implementation of cybersecurity strategies, to fol-
low harmonization and proper reinforcement of legal framework with EU acquis, equip 
national competent authorities with required capacities and designate single points 
of contact as requested by the Network and Information Security (NIS) Directive. As 
per other provisions of this Directive, the region urgently needs to embark in pro-
grammes and initiatives that support the establishment of functional national and 
other Computer Security Incidents Response Teams (CSIRTs), enable their networking 
at national and regional level, enhance cooperation with EU CSIRTs, ENISA and oth-
er relevant organizations, strengthen CSIRTs capabilities, including adequate 
equipment, facilitate strategic cooperation and exchange information.  

deepening sustainable economic integration of western balkans
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vladimir nanut 
CEO, MIB Trieste School of Management  
 
Founder of MIB Trieste School of Management. Professor of Business Strategy at the 
University of Trieste. President of ASFOR (Associazione Italiana per la Formazione 
Manageriale) since 2010. Member of the Board at CEEMAN. Italian representative 
for the EQUAL European association. In the field of his scientific research he has pub-
lished various works on the organizational and management aspects. He is currently 
dealing with leadership issues. Alongside academic and research activities, Nanut 
has covered several important roles in different Italian companies as Friulia Spa and 
the Friulia Factor and L.A. Life (Allianz Group). 

Biographies

webinar n. 1  
Introduction 
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plenary session  
Chair:

 
paolo garonna 
Secretary General Italian Banking Insurance and Finance Federation FeBAF  
 
Paolo Garonna is the Secretary General of the Italian Banking, Insurance and Finance 
Federation since October 2012. Professor of Political Economy at the Luiss Guido Car-
li University of Rome, he was Director General of the Association of Italian Insurers 
(ANIA) and Chief Economist of Confindustria. Professor Garonna was Director Gen-
eral of the Italian National Institute of Statistics (ISTAT) from 1992 to 1999, and, 
from 1989 to 1992, Deputy Director for Labor, Social Affairs and Education at the 
Organization for Economic Co-operation and Development (OECD) in Paris. From 
1999 to 2009 he was Deputy Executive Secretary, and Executive Secretary ad interim, 
of the United Nations Economic Commission for Europe (UNECE) in Geneva. He car-
ried out research in America as Fulbright scholar, and in Cambridge, Great Britain, 
and taught in several Universities in Italy and abroad. He has published a considerable 
number of books and essays in Applied Economics, Statistics and Finance.

Key-note Speaker:

 
gabriele galateri di genola 
Chairman, Generali  
 
Gabriele Galateri di Genola was appointed Chairman of Assicurazioni Generali on 
8 April 2011. He holds a degree in Law and an MBA from Columbia University. He 
was appointed CEO of IFIL in 1986 and CEO and General Manager of IFI in 1993; 

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 162



163biographies

subsequently, in 2002, he was appointed CEO of FIAT. From 2003 to June 2007 he 
was Chairman of the Board of Directors of Mediobanca. From 2003 to 2010 he was 
Vice-Chairman and a member of the Board of Directors of Generali. From 2007 to 
2011 he was Chairman of Telecom Italia SpA, where he was a member of the Board 
of Directors until April 2014.

 
roberto antonione 
Secretary General at the Central European Initiative – Executive Secretariat  
 
Mr. Antonione has obtained a degree in medicine and surgery at the University of 
Milan. He was in private practice as a dentist until 2001. In 2001, he began a par-
liamentary career, and carried out national tasks, as Senator of the Republic and Un-
dersecretary of State at the Ministry of Foreign Affairs for Europe, until 2006. Lat-
er, until 2008, he worked as Deputy Chairman of the Parliamentary Group and mem-
ber of the Foreign Affairs Committee, before becoming Member of the Chamber of 
Deputies and Group leader of the Foreign Affairs Committee. From 2008 to 2013 he 
has also worked as Secretary of the Parliamentary Delegation to the Council of Eu-
rope and Head of the Italian Delegation to the Central European Initiative Parlia-
mentary Assembly.  

Roberto Antonione took over many tasks and activities in local authorities. He 
became Town Councilor in Trieste in 1992, until 1993, and again from 2011 to 2016.  

In the period 1993-1998, he held office as Regional Councilor of the Friuli Venezia 
Giulia Region (FVG) (‘94-’01), Vice President of the Regional Council and Councilor 
for Crafts, work, cooperation and sport (‘94 -’95) and President of the Regional Coun-
cil (‘96 -’98). From 1998 to 2001 he has been President of the Regional Government. 

Finally, he currently is Secretary General at the Central European Initiative (CEI), 
where he has been President of the International Expert Group for the reform of the 
CEI (2010), Special Advisor to the CEI Secretary General since 2015, and Chief Op-
erating Officer at the Central European Initiative – Executive Secretariat (2018). 
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enzo quattrociocche 
Secretary General, European Bank for Reconstruction and Development  
 
Enzo Quattrociocche is the EBRD’s Secretary General. He is a member of the Bank’s 
Executive Committee – together with the President, Vice Presidents, and other se-
nior management representatives. The Secretary General reports to the President 
and works with the Board of Governors and the Board of Directors. The Secretary 
General engages in policy dialogue with the Bank’s shareholders, deals with requests 
for membership, and represents the Bank in international fora as appropriate. Enzo 
Quattrociocche worked for 12 years as Director for Italy on the Bank’s Board of Di-
rectors before resigning in August 2008. After a brief period in Italy, during which 
he worked on a project for the Italian Ministry of Economy and Finance, he took up 
his role as Secretary General in February 2009. During his period as Board Direc-
tor, Mr Quattrociocche served as Chairman of three of the four Board Committees: 
The Budget and Administrative Affairs Committee; the Financial and Operations Poli-
cies Committee; the Board Steering Group (which coordinates the work of the two 
named committees and the Audit Committee). Beyond his years as a Board Direc-
tor at the Bank, Mr Quattrociocche has held management positions at the Italian Min-
istry of Economy and Finance – as Division Chief for IFIs and as Director General – 
and has worked as an official in the Executive Board of the IMF. In 2015, Enzo Quat-
trociocche was awarded the highly esteemed honour of the Italian Decoration of 
“Grande Ufficiale, Order of the Stella d’ Italia” bestowed on him by the President of 
the Italian Republic for his services to the Italian Government over the past 20 years. 
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rick watson 
Managing Director and Head of Capital Markets, Events and Membership, Association 
for Financial Markets in Europe 
 
Rick Watson is Managing Director and Head of Capital Markets, Events and Mem-
bership at AFME, the Association for Financial Markets in Europe. In his Capital Mar-
kets role, he leads staff whose member committees include all the main fixed income 
and equities-related cash products across Europe, AFME’s growth-related initiatives, 
as well as co-leads AFME’s investor and corporate relationships. In Events and Mem-
bership, he focuses on member outreach including AFME’s broad range of over 35 
events which assists members and others with capital markets education, networking 
and support for advocacy. He is on AFME’s Senior Management Team. 
Previously, Mr. Watson was Managing Director, Structured Finance, for FGIC UK Lim-
ited. Prior to joining FGIC, Rick held positions as head of securitization origination 
at HSBC Bank plc and Bear Stearns in London, and before then worked at UBS Lim-
ited, Morgan Stanley and Freddie Mac. Mr Watson received an MBA from the Fuqua 
School of Business at Duke University. In September 2013 he was appointed to the 
EIOPA Insurance and Reinsurance Stakeholder Group and reappointed in 2016. In 
January 2006, he co-edited the Euromoney Books’ publication “Asset Securitization 
and Synthetic Structures: Innovation in the European Credit Markets”.  
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webinar n. 2 

 
pierfrancesco gaggi 
Head of European and International Relations, Italian Banking Association  
 
Pierfrancesco Gaggi works in Rome at Associazione Bancaria Italiana – ABI, where 
heads the Unit dedicated to the relations with EU Associations and the International 
Affairs. Following an experience in BNL (now BNP BNL), he joined in 1985 ABI, ini-
tially at the Economic Researches Dept. and after some years dedicating to payment 
systems setting up, among the other achievements, the Italian debit card scheme). 
After a long period serving as Chair of the Payment Systems Committee of the Eu-
ropean Banking Federation (EBF) and as member of the European Payments 
Council Plenary and Coordination Committee, in 2011, Pierfrancesco has been ap-
pointed at ABI head of the International Relations Department, maintaining the role 
of Chairman of Consortium ABI Lab, the think tank of ABI on cybersecurity and in-
novation for banks: in this position, he is currently Co-Chairman of the Italian Fi-
nancial Sector CERT (CERTFin). He also heads the Association of Italian banks par-
ticipating to the SWIFT community. He is married and has 2 boys of 25 and 26.

 
safet kozarević 
PhD Professor at Faculty of Economics, University of Tuzla  
 
Safet Kozarević holds the rank of Full Professor at the Faculty of Economics, University 
of Tuzla, and in period 2010-2016 he was the Dean of the Faculty. His teaching and 
research fields are focused to Risk Management, Insurance and Quantitative Eco-
nomics. In academic 2007-2008, Dr. Kozarević was a Fulbright Scholar at the De-
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partment of Risk, Insurance and Healthcare Management at the Fox School of Busi-
ness, Temple University, Philadelphia. As visiting professor, he gave lectures at sev-
eral universities in the US, Italy, Czech Republic, Spain as well as several universi-
ties from BiH and the region. He was an editor of the Economic review journal be-
tween 2011-2015.

 
spiro brumbulli 
Secretary General of the Albanian Association of Banks  
 
Mr. Brumbulli holds, since April 2016, the position of the Secretary General of the 
Albanian Association of Banks. Prior to his appointment with AAB, he served as Di-
rector of Cabinet of the Minister of Finance. He has a long, proficient and success-
ful carrier in the banking industry and academic sector.  
During his 12-year career in the banking sector he has been in leading positions at 
the National Commercial Bank (Tirana and Kosovo), as well as at the National Bank 
of Greece (NBG Bank). For many years, he was a professor at the Faculty of Economics 
at the University of Tirana, while in 2011 he held the post of Rector at Tirana Busi-
ness University (TBU) and Dean of the Faculty of Business Administration at this uni-
versity.  
Mr. Brumbulli holds the title of Doctor of Science in Economics. 

 
stanislava zadravec 
Secretary General of the Slovenian Banking Association 
 
Stanislava Zadravec Caprirolo is, since July 2017 Director of the Bank Association 
of Slovenia and Member of Executive Board of EBF. From April 2010 to April 2016 

febaf_2021.qxp_Academy  30/04/21  11:18  Pagina 167



168 covid era finance in eastern europe

she was Vice Governor of the Bank of Slovenia, which is responsible authority also 
for banking supervision and financial stability. She was a Member of SSM ECB Su-
pervisory Board, nonvoting Member of ESRB, Member of National Systemic Risk 
Board, Member of ECB Ethics Framework TF and member of EBA. In the period of 
April 2016 to July 2017 she was Strategic Adviser to the Governor of the Bank of Slove-
nia and Chief Compliance Officer. 
She has 30 years of working experience. She was Director General of Treasury of the 
Ministry of Finance (2005 – 2009), from 1998 to 2005 she was State Undersecre-
tary at the Ministry of Finance. During the period of 2003 to 2009 she was also a Mem-
ber of EFC T-Bills and Bonds Working Group. She also has short term working ex-
perience in the World Bank. She started her career in 1989 in the Central Bank of 
the Republic of Slovenia.  
She was member of Supervisory boards of two banks, member of different nation-
al governmental and other strategic or policy making working bodies as well as mem-
ber of an expert group on public finance, participating in different forms of consul-
tancy activities in the CEE and North Africa region (including for Regional Center 
for Excellence in Finance and IMF). She holds a Master degree in International Affairs 
(Economic Policy Management), Columbia University, New York and Bachelor de-
gree in Law, Ljubljana University. 

 
vladimir vasić 
Secretary General of the Serbian Banking Association  
 
Mr Vladimir Vasić has over 15 years of professional experience in the financial and 
private sectors, including the managing positions he has held in several banks, in-
surance companies, and an investment fund management company. He graduated 
from the Faculty of Economics at the University of Belgrade, Department of Bank-
ing, Finance and Insurance, and has since attended numerous domestic and inter-
national courses on planning and strategic decision-making, credit and other risks, 
as well as on managing projects, teams, quality, changes, etc. 
During his career, Mr Vasić was, inter alia, professionally engaged in general, busi-
ness related, operational support; he dealt with tasks related to coordination and con-
trol of branch office operations; he worked on strategic planning and project man-
agement; he was a member of the risk committee and a due diligence team, autho-
rised and responsible for managing project portfolios and dealing with key changes. 
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Additionally, he carried out activities related to operational risks and activities con-
cerning AML and compliance, managing projects for growth of competition, per-
formance and quality of the bank’s operations, and advisory activities aimed at the 
strategic improvement of financial performance. 

webinar n. 3 

 
michele morganti 
Senior Equity Strategist and Head of the Insurance and Asset Management Research, 
Generali Insurance Asset Management S.p.A. Società di gestione del risparmio  
 
Michele Morganti is Equity Strategist and Head of Insurance & AM Research at Gen-
erali Insurance Asset management. 

From 2008 to 2013 he was Equity Strategist and Fund Manager of 7 equity funds 
(third Party institutional clients -pension funds with different benchmarks and ge-
ographical allocation).  

He was in charge of the tactical asset allocation and stock selection of the funds 
and coordinator of the stock model portfolio of the equity team. 

Michele has been regularly invited as a speaker at several GIE international events 
and internal conferences in his capacity as Market Strategist. 

Until mid-2015 he was a member of the Investment Committee at BSI (Banca 
Svizzera Italiana of Lugano). 

From 1991 to 2000 he was Head of Bottom-up Research and Equity Strategy, as 
well as Internal Consultant for M&A deals at INA (Istituto Nazionale delle Assicu-
razioni) based in Rome.  

Michele holds a Degree cum laude in Economics and Finance from the Univer-
sity “La Sapienza” of Rome. 
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dario focarelli 
General Manager, ANIA 
 
Dario Focarelli is Director General of ANIA (Italian Association of insurance firms) 
and Member of the Executive Committee of Insurance Europe since September 2012. 
Since 2004 to 2012 he was Director of the Economics and Finance Dept and Chief 
Economist of ANIA. Prior to that he was Deputy Director within the Bank of Italy Re-
search Dept. 

 From 2011 to 2015 he was Member of the Advisory Scientific Committee of the 
ESRB a body of the European System of Financial Supervision. Previously he was mem-
ber of several Board or working group of international organization, including Mem-
ber of the Insurance and Reinsurance Stakeholder Group of the EIOPA, and Mem-
ber of the Consultative Panel of experts from the insurance industry, and users and 
consumers (CEIOPS).  

He has a degree cum laude and a Ph.D. in Statistics and Actuarial Sciences at “La 
Sapienza” University, Rome and is Visiting Professor, Actuarial and Financial Mod-
elling for Solvency II, Catholic University, Milan and Adjunct Professor, “Tanaka Busi-
ness School”, Imperial College London. He is also Senior Fellow of Luiss SEP (School 
of European Political Economy) in Rome.  

He published extensively in referred journals, including the American Economic 
Review, the Journal of Monetary Economics, the Journal of Business, the Journal 
of Money, Credit and Banking, the Journal of Banking and Finance.  

 
safet kozarević 
PhD Professor at Faculty of Economics, University of Tuzla  
 
Safet Kozarević holds the rank of Full Professor at the Faculty of Economics, University 
of Tuzla, and in period 2010-2016 he was the Dean of the Faculty. His teaching and 
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research fields are focused to Risk Management, Insurance and Quantitative Eco-
nomics. In academic 2007-2008, Dr. Kozarević was a Fulbright Scholar at the De-
partment of Risk, Insurance and Healthcare Management at the Fox School of Busi-
ness, Temple University, Philadelphia. As visiting professor, he gave lectures at sev-
eral universities in the US, Italy, Czech Republic, Spain as well as several universi-
ties from BiH and the region. He was an editor of the Economic review journal be-
tween 2011-2015.

 
darko blazhevski 
Head of Research and Development Unit, Insurance Supervision Agency (Macedonia) 
 
Darko Blazhevski joined the Insurance Supervision Agency in April 2010 at the po-
sition Head of R&D. Previously, he used to work in two commercial banks on different 
positions, as well as in the Public debt management department in the Ministry of 
finance as an advisor. In 2017, he was engaged as a short-term consultant in the World 
Bank, Washington. Also, since September 2017 he has become member of the Coun-
cil for Advancement and Oversight of the Audit of the Republic of Macedonia. He 
has earned his bachelor’s degree in financial management and graduated from mon-
etary economics at the state university Sts. Cyril and Methodius, Skopje. In 2014, 
he completed executive MBA in Finance with focus on ERM in insurance companies 
at the City College, Thessaloniki, affiliated studies from the University of Sheffield. 
In 2018, he earned a PhD in insurance with focus on insurance schemes for catas-
trophe risks at the state university St. Kliment Ohridski, Bitola. He attended numerous 
training in the field of finance and insurance. In 2006 he attended 6 weeks train-
ing for corporate governance and shareholders’ rights, at the Georgetown Univer-
sity, USA. He has ACI Dealing Certificate and possess investor adviser license from 
the Macedonian SEC.
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luciano cirinà 
Generali Austria, CEE & Russia Regional Officer  
 
Based in Prague, Luciano Cirinà, Austria, CEE & Russia Regional Officer and Chief 
Executive Officer of Generali CEE Holding B.V., is responsible for the Generali Group’s 
business activities in 13 countries in the region. Since May 2016, he is also member 
of the Generali Group Management Committee. During his more than 30 years ca-
reer within the Generali Group he held different top managerial positions. Before 
moving to Prague in 2013, Luciano Cirinà served as CEO Austria from 2006 to 2013. 
He was also elected President of the Austrian Insurance Association in 2012. From 
2005 to 2006 he was Area Manager at the Company Head Office in Trieste, Italy, over-
seeing activities in Austria, Central and Eastern Europe, Greece, Tunisia and the Mid-
dle East. Prior to that, from 1996 to 2004 he served as Head of the Corporate Risks 
Division for Austria and CEE countries in Vienna. His career with Generali Group be-
gan in 1989 when he joined Deutscher Lloyd in Munich as an Underwriter and lat-
er became Head of Team. He graduated in Business Administration from the Uni-
versity of Trieste in 1988.donian SEC.

 
sami mazreku 
Insurance Association of Kosovo 
 
Sami Mazreku started his professional career as Intern at an Insurance Company, in 
Dukagjini. In 2005. He later became Intern in the sales sector at the Insurance Asso-
ciation of Kosova, from 2006 to 2015, where he is currently Executive Director, after 
having occupied here the positions of Chief Financial Officer and Chief of Legal Offi-
cer, until January 2018.  
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With regard to his education qualifications, he has obtained a bachelor’s degree 
of Law at the Dardania University, in 2011; in 2015, he has completed a Master in En-
trepreneurship Management. Sami Mazreku also obtained a PhD in Public Commu-
nication, Administration and Technology, at UNIBIT in February 2020, and he is cur-
rently attending a Master of Law at the Iliria University. 

biographies

 
hrvoje pauković 
Managing Director, Croatian Insurance Bureau, Zagreb  
 
Hrvoje Pauković has been the Managing Director of the Croatian Insurance Bureau 
since 2007. After graduating from the Faculty of Law in Rijeka, where he earned his 
Master’s degree in law at the postgraduate studies “Law of International Trade, Trans-
port and Insurance”, he began his career as an attorney assistant. He started his in-
surance career in 2001 at the largest Croatian insurance company Croatia osiguranje 
d.d. and was appointed Manager of Legal, Personnel and General Affairs in 2004. 
He also holds an Insurance Degree from St. John’s University, School of Insurance, 
New York, USA; he passed his Bar Exam, gained the qualification of an authorized 
stockbroker and of a commercial mediator.  
He is a guest lecturer on Faculty of Law in Zagreb and Rijeka, and lecturer on Uni-
versity College Effectus for Law and Finance in Zagreb. He is a member of the Ex-
ecutive Committee of Insurance Europe, the Management Committee and Vice Pres-
ident of the Council of Bureaux (2014 – 2017), and member of the Management Com-
mittee of the Institute for European Traffic Law (IETL). He is a member of the Ex-
ecutive Committee of the Croatian Employers’ Association, the Financial Business 
Association and the Working Group for implementation and monitoring of the Na-
tional Road Safety Program (Croatian Ministry of the Interior). He is the President 
of the Croatian Association for Insurance Law, national branch of AIDA International. 
During his career he published frequently and held numerous presentations on do-
mestic and international conferences. 
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webinar n. 4 

 
jim turnbull 
Deputy Director, Capital Markets Development (LC2), EBRD  
 
Jim Turnbull joined EBRD in 2011 and is Deputy Director of Capital Markets De-
velopment team. He has over 30 years’ experience in investment banking, pensions 
and funds management covering debt and equity portfolios, foreign exchange, fixed 
income, derivatives and treasury management in both emerging and developed 
markets. 

Jim has managed capital market development projects in over 30 countries and 
has written several technical papers on aspects of local capital market development 
and financial stability. Jim has a B.Com from University of New South Wales, Syd-
ney, Australia.  

 
thierry clarke 
CEO of InvestorConnected 
 
Thierry Clarke is a successful and multi-faceted entrepreneur, business developer and 
consultant. He is the founder and CEO of InvestorConnected, a company that pro-
vides technology and consultancy services for the investment industry. With over 15 
years’ experience in the Investment Management industry, he has raised billions of 
dollars of investment in his career. Starting from zero, he built a previous business 
to assets in excess of $1 billion and has advised start-ups, scale-ups and even inter-
national governments on their finances. Thierry has worked as a consultant for the 
EBRD and European Commission on a number of investment industry projects, in-
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cluding a cross regional study of dormant securities accounts; how to improve the 
institutional investment environment in Lithuania; two other dormant account pro-
jects and a study of fixed income transaction cost across the Western Balkans.

 
anna gervasoni 
General Manager – AIFI  
 
Graduated in Economics with honors at Bocconi University, where she was Profes-
sor of Corporate Finance for SME’s until 2000. Chief Executive of AIFI – Italian Pri-
vate Equity, Venture Capital and Private Debt Association, and also full Professor of 
Corporate Finance at LIUC Cattaneo University, she is Director of the Master Degree 
in Merchant Banking and Private Capital and of the Center for Development and In-
novation of LIUC Business School. She chairs the Scientific Committee of the Private 
Equity Monitor – PEM Observatory and the Venture Capital Monitor – VEM Obser-
vatory, active in the same University. She is independent Director of Banca Gener-
ali SpA, Generfid SpA, LU-VE SpA and Sol SpA. She is member of Advisory Committee 
of Borsa Italiana. 

 
peter tabak 
Lead Economist European Bank for Reconstruction and Development  
 
Peter Tabak is Regional Lead Economist for the Western Balkans at the Economics, 
Policy & Governance department at EBRD, based in Belgrade. Before taking up his 
present role, he worked on financial market development within the EBRD’s Local 
Currency and Capital Markets Initiative. Earlier he was Head of Financial Stability 
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at the National Bank of Hungary, being responsible for macroprudential regulation 
and analysis of the Hungarian financial system, including stress testing of banks.  

Peter also worked in senior economic policy roles at the Prime Minister’s Office 
and the Ministry of Finance in Hungary. 

A Hungarian national, Peter graduated from the Budapest University of Economic 
Sciences in Finance and Economic Theory. He also holds an MBA from INSEAD, France. 

webinar n. 5 

 
federica seganti 
Program Director of the Master’s in Insurance & Risk Management, MIB Trieste  
 
Federica Seganti is Programme Director of the master’s in insurance & Risk Man-
agement – MIRM – at the MIB Trieste School of Management. Her main teaching and 
research areas are Corporate Finance, Project Financing, Pensions and Risk Man-
agement. She is Lecturer of Banking & Insurance Techniques at University of Udine 
and member of Scientific Advisory Board of ANRA, Italian Association of Risk Man-
ager, and Assiteca Award. Her main non-academic roles include independent non-
executive director of Hera SpA, independent non-executive director and member of 
Internal Audit Board of Eurizon Capital Sgr SpA. She was commissioner of COVIP 
– the Italian pension funds supervisory authority and member of OPSG – Occupa-
tional Pensions Stakeholder Group of the European Insurance and Occupational Pen-
sions Authority (EIOPA).
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franco delneri 
Senior Advisor for International and European Affairs, FeBAF  
 
Franco Delneri is Managing Director of DAMM Management&Marketing d.o.o. Bel-
grade, a consultancy Company providing consulting, legal and financial services to Ital-
ian and Serbian Companies. From 2014 Senior Advisor for International and European 
Affairs of Italian Banking, Insurance and Finance Federation. Member of the Board of 
Directors and Internal Auditor of Findomestic Bank, BNP-Paribas Group from 2014 to 
2017. Founding member of Confindustria Serbia. Previously Project Advisor for financial 
support to the Serbian SMEs at the Italian Ministry of Foreign Affairs. Former 
EBRD’s Senior Banker from 1996 to 1999 and then Head of the Department for Ad-
visory Services of SIMEST merchant bank Rome. Working experience for international 
organizations (EBRD, EIB, European Commission, World Bank, IMF, IFC, Regional Funds, 
etc.) and Governments in Eastern Europe, Central Asia, Africa, and South America. 

 
paolo garonna 
Secretary General Italian Banking Insurance and Finance Federation FeBAF  
 
Paolo Garonna is the Secretary General of the Italian Banking, Insurance and Finance 
Federation since October 2012. Professor of Political Economy at the Luiss Guido Car-
li University of Rome, he was Director General of the Association of Italian Insurers 
(ANIA) and Chief Economist of Confindustria. Professor Garonna was Director Gen-
eral of the Italian National Institute of Statistics (ISTAT) from 1992 to 1999, and, 
from 1989 to 1992, Deputy Director for Labor, Social Affairs and Education at the 
Organization for Economic Co-operation and Development (OECD) in Paris. From 
1999 to 2009 he was Deputy Executive Secretary, and Executive Secretary ad interim, 
of the United Nations Economic Commission for Europe (UNECE) in Geneva. He car-
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ried out research in America as Fulbright scholar, and in Cambridge, Great Britain, 
and taught in several Universities in Italy and abroad. He has published a considerable 
number of books and essays in Applied Economics, Statistics and Finance.

 
richard grieveson 
SEE expert  
 
Richard Grieveson is Deputy Director of wiiw and head of Country Analysis. His main 
area of research is CESEE country analysis and economic forecasting, with a particular 
focus on Turkey and the Western Balkans. In addition, he works on migration, 
sovereign risk, economic history and European integration. He holds a Graduate Diplo-
ma in Economics from the University of London, Birkbeck, a master’s in advanced 
international studies from the University of Vienna and a BA in History from the Uni-
versity of Cambridge. Previously he worked as a Director in the Emerging Europe 
Sovereigns team at Fitch Ratings, with a focus on the CIS and Balkans. Before that, 
he was Regional Manager and lead analyst for Germany and Poland in the Europe 
team at the Economist Intelligence Unit.

 
goran svilanović 
Expert on SEE  
 
Goran Svilanović is an expert on economic and political developments in South East 
Europe, working with different consultancies. He served as Secretary General of the 
Regional Cooperation Council (2013-2018). Between 2008 and 2012 he was Co-or-
dinator of the OSCE Economic and Environmental Activities (2008-2012). In 
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“It is not because things are difficult that we do not dare,  
it is because we do not dare that they are difficult”  
(Seneca) 

This volume discusses the financial challenges that Eastern Europe and the Pan-Euro-
pean region are facing in the Covid Era. It collects several contributions prepared in 
connection with the Trieste Eastern Europe Investment Forum that the Italian Banking 
Insurance and Finance Federation (Febaf) organized in cooperation with the MIB Busi-
ness School in June 2020. The role of banks, insurance companies and financial mar-
kets is key to providing not only liquidity and emergency support, but also supporting 
the recovery and the transition to a more resilient and sustainable economy and society. 
The economic and financial integration of the EU with Eastern Europe and the whole 
Pan-European region is both a pre-condition and an outcome of greater stability and 
sustainable development. The book discusses a number of steps and initiatives towards 
the establishment of a Comprehensive Pan-European Economic Partnership that rep-
resents the outer circle of “wider European integration”. Within such a  Comprehensive 
Pan-European Partnership, investment and the financial sector take a driving role. 
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