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When and how?

Business as usual?  New normal? 

Conditions for economic recovery after COVID-19 Preconditions for a sustainable, resilient recovery



Recovery - light at the end of the tunnel? 



global economy is bouncing back



In 2021 expansion is expected in all EU member states

Annual real GDP growth in %

Source: Commission winter forecast, 02/2021

but 
significant 
country 
divergences 
will persist 



What explains divergences across countries? 



Sources: Database of Country Fiscal Measures in Response to the COVID-19 Pandemic; 
and IMF staff estimates; Note: Estimates as of end-December, 2020

National fiscal policies have provided critical support for workers and firms

EU member states 
undertook an 

unprecedentedly 
strong and rapid 

fiscal policy 
response, with fiscal 

and liquidity 
measures estimated 
to have cushioned 
the contraction in 

GDP in 2020 by 
around 4.5 pp*

*Source: Communication "One year since the outbreak of COVID-
19: fiscal policy response", European Commission, 03/2021 



National fiscal responses have been supported by the EU response

Overall EU's recovery package amounts to €2 364.3 billion





Sectoral divergences - travel and tourism sectors are being hit hard

Source: OECD (2021), OECD Economic Outlook, Interim Report, 03/2021

For the EU in 2020 
compared to 2019  -

nights spent by 
domestic residents 
declined by almost 
30%, but by non-
resident tourists 

declined by about 
70%

City travel has been 
much more affected 

by the crisis than 
coastal and rural 

regions

Source: Commission winter forecast, 02/2021

https://doi.org/10.1787/34bfd999-en


Crisis is likely to have persistent effects on economic structures

Source: Article IV Report on Euro Area Policies, IMF, 12/2020

Social distancing and 
behavioral changes are likely 

to persist for some time, 
reducing the demand in 

contact-intensive sectors and 
constraining their operations

The potential reallocative and 
distributional consequences 

could have significant 
implications for labor and 

product markets



Policy support continues to cushion the hit to the labour market

Monthly unemployment rate

Source: European Statistical Recovery Dashboard, Eurostat

National short-time employment support initiatives protected around 20% of employment in the EU



Source: Eurostat, 03/2021



So far firms are weathering an unprecedented shock well
and private sector funding has been sustained

Current situation 
reflects exceptional 
and effective policy 

support aimed at 
cushioning the impact 
of the liquidity shock. 

Liquidity risks may 
prove easier to 

address than solvency 
ones

Source: ECB, Commission winter forecast, 02/2021



Sustainable, resilient recovery after COVID-19

Transformation to a "new normal" - what are the main challenges ahead?



Post-Covid world – short and medium-term challenges

• Difficult transition between crisis management and 

progression towards a "new world", especially exiting the 

emergency and avoiding a cliff edge

• Fiscal vulnerabilities

• Disparities across geographic areas and across workers

• Challenges of a structural transformation

• External factors: relations with UK and global trade 

tensions, regionalization

Recovery will depend critically on how effective policies 

are at mitigating the economic damage of containment 

measures in the near term 

while facilitating the necessary economic 

restructuring and reallocation of resources across 

sectors and regions over the medium term



EU-UK relations – Brexit impact 

• For the EU on average, the exit of the 
UK from the EU is estimated to generate 
an output loss of around ½ % of GDP by 
the end of 2022, and some 2 ¼ pp for 
the UK.

• Although the concluded EU-UK Free 
Trade Agreement (FTA) sets tariffs and 
quotas on goods at zero, there is a 
significant increase in non-tariff 
barriers (NTBs) for both goods and 
services. 

The tariff equivalent of the NTBs 
amount to 10.9% and 8.5 % on average 
(trade-weighted at sectoral level) for 
EU and UK imports, respectively.

Source: Commission winter forecast, 02/2021

After Brexit transition period ended in January 2021 
UK goods exports to the EU fell 40.7% and imports 

dropped 28.8% from a month earlier

Source: UK Office for National Statistics, 03/2021



Fiscal sustainability risks

Severe economic situation and the large 
fiscal policy response have led to higher 

budget deficits and debts

General government balance (in Member States, 2020-2022, in % of GDP)

General government debt developments (in Member States, 2020-2022, % of GDP)

Source: Report on Public Finances in EMU, European Comission, 02/2021



Debt, % GDP

long-term
interest
rates, %

Source: IMF



COVID-19 crisis has the potential to exacerbate disparities and 
inequality – across geographic areas and across workers

European regions with lower GDP per capita 
and subdued economic performance prior to 
the pandemic appear to be more exposed to 

the effects of the crisis

Gross domestic product (PPS per inhabitant), 2019

Source: Eurostat



Employment rate, From 20 to 64 years , 2019
The pandemic also has the potential to 

exacerbate intergenerational inequality. The 
young and poor appear to be hit doubly hard. 

Source: Eurostat



COVID-19 pandemic has led to marked changes in product and 
labour markets and this process will continue

Source: Economic Outlook, Interim Report, OECD, 03/2021 



What does it mean sustainable economic growth?

Long term effects and challenges



Long term effects of the pandemic

Source: European Central Bank, 2021. “The long-term effects of the pandemic: insights from a survey of leading companies” 



Which of the following do you think are the main global 
challenges for the future of the EU? (% EU)

Source: European Commission, Special Eurobarometer 500, 03/2021



Source: European Commission, Special Eurobarometer 500, 03/2021

Which of the following do you think are the main global challenges for the future of the EU? (% - EU)



Long-term challenges



Population ageing will transform the structure of society

Source: Report "Ageing Europe", Eurostat, 11/2020Source: Eurostat (online data codes: demo_pjangroup and proj_19np)

Population of older people (those aged 65 years or more) in the EU-27 will increase significantly, rising from 90.5 million 
at the start of 2019 to reach 129.8 million by 2050



Digital transformation and automation

humans vs machines?



Source: Future of Jobs Report/Survey 2020, World Economic Forum, 10/2020

COVID-19 is pushing companies

Automation and digital transformation



Finland, Sweden, Denmark, Netherlands are among the global leaders 
in digitalization, but there are huge divergences among member states 

Source: European Commission, Digital
Economy and Society Index (DESI), 12/2020



Share of tasks performed by humans vs machines, 2020 and 2025 

Source: Future of Jobs Report/Survey 2020, World Economic Forum, 10/2020

Skills gaps will continue to be high as in-demand skills across jobs change



Source: OECD

Low-educated already exposed to automation risk may be 
even more vulnerable in a post-COVID-19 future



European way for the Digital Decade – goals for 2030

Source: European Commission, 2030 Digital Compass, 03/2021



Sources: Copernicus Atmosphere Monitoring Service

Largest decreases in European emissions between 1 January and 31 July 2020 attributed to the COVID-19 
lockdown measures were found for nitrogen oxides (NOx) (-13.1%) and CO2 fossil fuel (-10.3%) emissions

Climate change

post COVID-19

?



Covid-19 resulted in the largest-ever decline in global emissions

decline in emissions of almost 2 000 million tonnes
of CO2 is without precedent in human historySource: International Energy Agency, 2020

As primary energy 
demand dropped 
nearly 4% in 2020, 

global energy-
related CO2

emissions fell by 
5.8%



Global CO2 missions have already rebounded to pre-pandemic levels

global CO2

emissions in 
December 2020 
were 2% higher 
than the same 
month in 2019

Source: International Energy Agency, 03/2021



We will need to 
cut emissions 
while growing 
the economy

38Source: European Commission's projections 

-55%

In order to meet EU’s new climate targets for 2030 and to reach 
climate neutrality many sectors will need to transform



39
Source: European Commission, European Investment Bank, 
Investment Report 2020/2021 

To achieve both the new greenhouse gas target by 2030 and carbon neutrality by 
2050, spending must increase to ~ 3% of GDP a year (excluding transport investment needs) 

The new proposal to cut 
greenhouse gas emissions 55% by 

2030 increases the annual 
energy-related investment

needed by an average of about 
EUR 100 billion a year compared 
to the baseline scenario in 2021-
2030 and close to EUR 200 billion 

for 2031-2050



International coordination will be crucial 

Source: UN, Emissions Gap Report, 12/2020

Consumption-based 
CO2 emissions (dotted 
line) compared with 
territorial-based CO2 
emissions (solid line) 
for the top 6 emitters 
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ECONOMY

SOCIETY

ENVIRONMENT

17 sustainable development goals (SDGs)

Sustainability - development that meets the needs of the present without compromising the needs of future generations

Beyond climate policy - sustainable economic development 



Progress towards achieving all 17 SDGs

Source: Sustainable Development Report 2020, Cambridge University Press; 06/2020

EU countries are among top performers

https://s3.amazonaws.com/sustainabledevelopment.report/2020/2020_sustainable_development_report.pdf


43
Progress score of a country is an absolute measure based on the indicator trends over the past five years st
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PROGRESS TOWARDS SDGs: LATVIA

Source: Sustainable 
development in the EU, 
Eurostat, 06/2020
Note: Due to data 
availability issues, not all 
17 SDGs are shown for 
each country



EU INITIATIVES: 

Stronger international role of the euro, work on digital euro project

Industrial strategy – strategic autonomy in the most sensitive industrial ecosystems and specific areas, such as 
health, defence industry, space, digital, energy and critical raw materials. 

Investment, Trade and Competition policy review- more assertive trade defense instruments; screening of foreign 
direct investment

Digital sovereignty - develop capacities in strategic digital value chains, especially microprocessors; accelerate the 
deployment of very high capacity and secure network infrastructures – including fibre and 5G; establish trusted, 
safe and secure European cloud services; digital levy

EU leaders: "Achieving 
strategic autonomy while 

preserving an open 
economy is a key objective 

of the EU" 

French President E. Macron

“It is vital that our Europe finds 
the ways and the means to 
decide for itself to rely on itself, 
not to depend on others in every 
area, technological, health, 
geopolitics, and to be able to 
cooperate with whomever it 
chooses” 

Globalisation & regionalization - Europe's path to strategic autonomy



China is the largest global supplier for the majority of the 
critical raw materials (CRM)

Source: European Commission
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