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Concept note 

The April 2022 World Economic Outlook of the IMF raised the twin challenges of slowing growth 
and high inflation - so-called "stagflation" - that will hit the global economy amidst the Russian 
war against Ukraine. Recovery from the COVID-19 pandemic was disrupted by increasing energy, 
food prices and mounting geopolitical uncertainties. In the meantime, countries in the 
Mediterranean and Africa, with weak economic fundamentals and growing stock of sovereign 
debt, have lower fiscal space available to honour their commitments. Additionally, the IMF 
flagged that the fast private debt accumulation across the world will act as a drag on growth, 
amidst the pressure of increasing interest rates, which will reduce overall spending and 
investment. 

On the eve of its spring meetings, the IMF downgraded its forecasts for most countries in view of 
the gloomy global economic outlook.

How are we to address rising energy and food prices? What can countries in the Mediterranean 
and Africa with low fiscal space achieve to avert mounting poverty, hunger and social unrest? The 
war in Ukraine has worsened an already-fragile economic outlook weakened by two successive 
years of pandemic and brought to the surface major geopolitical misalignments. These countries 
lack policy options and manoeuvrability after having stretched their capacities during the 
pandemic.

Europe, exposed to the war in Ukraine and struggling to reduce its reliance on Russian energy 
imports, must respond to the pressure to accelerate the transition to a clean, green economy. 
However, to respond to the risk of an imminent energy crisis, European Mediterranean countries 
such as Italy have reintroduced coal into their energy mix, and/or are in the process of signing 
new deals with Southern Mediterranean countries such as Algeria. These new deals may boost 
the energy sectors in this part of the world with increasing investments and revenues. However, 
the fragility of the states in these countries could pose a risk in the medium-to-long run of 
increasing conflicts and wars.    

This webinar is co-organised by EMEA and CEPS with the aim of discussing the current state of 
affairs amidst the war in Ukraine and the subsequent setback to global economic recovery, with a 
focus on the Mediterranean and African countries. What can these countries do to limit the risk of 
imminent energy and food crises, and what can international partners such as the EU, the IMF 
and others do to help?



Summary of the session 

Professor Ayadi welcomed speakers and attendees, and opened by saying the war in Ukraine has 
weakened a global economic outlook already made fragile by successive waves of pandemic 
and brought to the surface worrying geopolitical fragmentations. Many countries in the 
Mediterranean and Africa lack policy options, with weak economic fundamentals and a growing 
stock of sovereign and private debt giving a very low fiscal space to allow them to stabilise their 
economies and honour their financial obligations. Increasing private debt is likely to act as a drag 
on growth, and interest rates are likely to rise to tackle rising inflation, which is likely to reduce 
overall spending and investment – so-called “stagflation”. This situation is likely to make global 
solutions and agreements difficult to reach. 

The need to reduce reliance on Russian energy imports can present an opportunity to accelerate 
the transition of cleaner, greener economies, but in responding to the short-term risks of energy 
crisis, some Mediterranean countries have moved in the opposite direction, reintroducing coal 
into their energy mix or seeking new deals for fossil fuels with other countries like Algeria. 

She invited a first round of comments from the panel on the current state of affairs, the main 
uncertainties facing countries in the region, and the challenges and opportunities these 
uncertainties face. 

Cinzia Alcidi summarised the three main sources of uncertainty currently facing the global 
economy: the Russian invasion of Ukraine and subsequent sanctions have created uncertainty 
around commodity supply and prices, particularly food and energy; inflation in the EU and US is 
at a 40-year high, which may challenge supportive post-COVID measures; and the pandemic 
itself is still disruption global trade thanks to the zero-COVID policy in China. She noted that the 
length of the Ukraine war would be a crucial issue, not only for commodity prices but also in 
terms of the 5 million refugees unable to return to their homeland, which could cause political 
pressures. Secondary effects from increasing food prices could include social distress and new 
migration flows to Europe. She noted that it was unlikely that countries would move to a 
contractionary fiscal policy, given the need to support refugees, increase military expenditure, 
and compensate for high energy and food prices; and yet many countries in Europe and 
elsewhere will find themselves reaching the limit of expansionary fiscal policy. Therefore, there 
will be a huge pressure on monetary policy to curb inflation, meaning interest rates will rise, and 
the changes in capital flows are likely to impact emerging and developing economies.



Moez Labidi illustrated the example of the Tunisian economy in the context of the pandemic and 
the Ukraine crisis. He demonstrated weak resilience to cyclical shocks and a very high debt ratio, 
and how the restricted fiscal space means the government had low capacity of intervention in 
the fact of the pandemic, with a very high cost of financing, meaning they were unable to initiate 
an ambitious recovery plan and unable to meet the needs of social expenditures. High food and 
energy prices have caused a tightening of monetary policy, impacting employment and poverty, 
and fiscal expenditure has risen to mitigate the shocks. The decrease of growth, high level of 
unemployment and widening of the current account deficit has destabilised monetary policy. 

Nagla Bahr noted that Small and Medium-Sized Enterprises (SMEs) dominated most of the 
economies in the region, a segment particularly affected by the shocks of the pandemic and the 
Ukraine war. The effects of the pandemic have been overcome in Egypt by using guarantee 
schemes to drastically change methods of doing business. Now there is a need to work on 
different models to tackle the effect of supply chain disruption, facilitate access to finance on 
preferential terms and conditions as a mitigation tool, while the same time dealing with the 
climate crisis and sustainability. In response to supply chain disruption, as a major importer of 
wheat from Russia and Ukraine, Egypt has started to look into different ways to meet their need, 
increase subsidies in important areas and decrease others, and establish guarantee programmes 
to provide better facilities for substituted imports, particularly fertilizer. Work is ongoing with 
under-performing SMEs to enable them back to business, for example by applying equity 
programmes to assist finance, and programmes for creating or maintaining jobs. She noted that 
at the local level, immediate actions have been taken to absorb the crises, but there should also 
be regional action. 

Kwame Barnieh said that the lack of a collaborative approach to COVID-19 in the region had been 
a serious issue, and that countries should “think regional” faster. He explained that it should be 
assumed that, if and when the Ukraine war ends, there will be another challenge, and the region 
should focus on building resilience. He mentioned the example of Nigeria, which has moved 
away from dependence on fertilizer imports by consolidating small-scale farmers at a national 
level. He noted the importance of domestic credit ratings and the sustainability of governance 
processes, including accountability and diversity – with the right people and the right 
governance, economies can withstand shocks. 

Professor Ayadi then invited a second round of comments on future scenarios and what the 
international community can do to support Mediterranean and African countries to restart their 
economic recovery, resist external shocks and be able to advance in their development path. 



Cinzia Alcadi admitted to a pessimistic outlook on what global coordination can achieve, given 
the irreversible change in geopolitical order. She suggested we are likely to see the emergence 
of different blocks, which will mean the existing structure of international coordination will find 
itself working in a very hostile environment, and it will be difficult to make decisions to achieve 
common objectives if there is no convergence of values. She said individual countries need to 
take strategic steps to increase resilience, by focusing on diversification and strengthening 
internal endowments and capacities. She noted the need to balance trade, which carries risk of 
dependency, with the risks presented by protectionism. 

Moez Labidi spoke of need for international institutions to prioritise environmental transition and 
digitalisation, and for countries to focus on building economic resilience by consolidating public 
finance and implementing social reform, food and water resilience by reforming the agriculture 
sector, improving food storage capacity and improving the options for desalination and waste 
water treatment, and energy resilience by diversifying and improving energy sovereignty. He 
mentioned the urgent need for greening monetary and fiscal policy. 

Nagla Bahr restated the high levels of debt in many countries in the region, and that international 
support can be associated with requirements that are not suited the local context, meaning 
international support cannot be relied upon. She agreed that a balance must be struck between 
dependency and independency, to enable countries to be resilient but also take advantage of 
cooperation and collaboration. 

Kwame Barnieh also noted the need to focus on digitalisation, and how Africa needs to consider 
its collaboration with China to make sure arrangements are mutually beneficial. 

Concluding remarks 

Professor Ayadi concluded by reiterating the many uncertainties, not least the duration of the 
Ukraine war, obscuring a clear vision of any future scenario. Decreasing growth, high risk of 
inflation, reduced investment and resource dependency of many countries will present severe 
challenges, and could lead to further complexities, social unrest, unemployment and migration, 
while in the meantime the climate crisis still needs to be addressed. She said the proximity of 
countries in the region meant that cooperation at the regional level was essential, and thanked 
the speakers for their participation. 
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