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THE COVID-19 RECESSION MUST BE AN OPPORTUNITY TO TRANSFORM
EUROPE’S ECONOMY
They say that people and countries show their true greatness in times of
crisis. If so, it’s time to exceed our limits to deal with the worst pandemic
in a century and the worst economic and social crisis in decades. And if
that weren’t enough, there are also the challenges of long-term
transformations, including the digital revolution and the transition to a
carbon-neutral economy. No country can handle such a situation
alone. “We are not making a coalition of states, but uniting people”, as
Jean Monnet said back in 1952.

On 18 March 2021, the governing council of the European Central
Bank announced the new pandemic emergency purchase
programme. This programme will have an overall envelope of € 750
billion until the end of the year, in addition to the € 120 billion decided
on 12 March. Together this amounts to 7.3% of eurozone GDP. The
pandemic emergency purchase programme is temporary and
designed to tackle the unprecedented situation our monetary union is
facing. It will remain in place until the end of the crisis.

Indeed, we have needed Europe during this crisis. The bulk purchase of
vaccines has given us much more bargaining power than any one
country. But we also need Europe for recovery. We use the EU’s AAA
credit rating to borrow money in the financial markets.

Will it still be possible to move forward with a European project based
on the common will of the EU Member States and their people?

The result is the Recovery and Resilience Facility (RRF), a € 672.5
billion investment fund.
With around € 375 billion
of investment in grants, the
eurozone
and
EU
economies should return
to their pre-crisis level of
output
earlier
than
anticipated back in the
2020 Autumn Forecast,
mainly because of the
stronger
growth
momentum in the second
half of 2021 and in 2022.
Economic growth should resume in spring and gain momentum in the
summer, as the vaccination programmes go on and confinement
measures are relaxed.

Enhanced cooperation allows a group of member states to move at
different speeds towards different goals in fields of their choice.
If these procedures
were to multiply, they
could
lead
to
a
situation where each
member state could
choose whether or not
to participate in a
particular policy or
institution.
This
solution may seem
simple; however, the
European Union has
always been based
on solidarity and
sharing
both
benefits and costs.

This means having common rules and policies and fighting the
good fight. Raising public awareness about the idea of Europe
remains one of the greatest challenges for EU institutions, member
states and civil society. Following General De Gaulle’s example,
we must never forget that “where there’s a will, there’s a way”.
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SMALL BUSINESSES AS LOCAL COMMUNITY SOCIAL NETWORKS
As we’re writing, businesses qualified as “non-essential” are opening their
doors again to their customers after a long period of closure. After such a
long time missing each other, how are the “actors” of this film, whose plot
we now know well, doing? How will they recover after more than five
months – sometimes even seven – of shutdown in less than thirteen
months?
We know that it will take a long time for businesses to bounce back after
this forced stop. They have to pay back the loans that have allowed them
to continue to exist, sell off unsold stock, and reactivate the supply chain.
And if that weren’t enough, for the past five years, businesses have been
dealing – one after the other and sometimes concomitantly – with the
consequences of terrorist attacks (2015), the angry demonstrations of the
Yellow Vests (2018-2019), strikes (2019), and now the pandemic, which has
led to three lockdowns, one long period of curfew, and shutdowns. The
red flags are many, and many organisations will likely remain permanently
damaged.
But small businesses are resilient and are reinventing themselves
entirely…
Now, if we look at things from a slightly different angle, we can still see the
wounds that this situation has caused, but we can also observe how the
world is changing. Far from the cliché that some still want us to believe,
businesses – both large and small – have stepped out of their comfort
zones. They are experimenting with new practices and rethinking how they
work. Some of them had started to change even before being forced by
the events to become more agile. That’s because consumers’ expectations
have also changed. And whatever the size of their business or sector they
operate in, the goal of any entrepreneur is to meet clients’ expectations.
The lockdowns during this unexpected and devastating pandemic have not
been without consequences on customer behaviour. Certain trends that
started before the Covid crisis are now accelerating. Here are a few
examples.
Expected commitment and responsibility: Who manufactures goods?
In what conditions? And with what environmental impact? How are
prices established? Ethical consumers are clear: responsible
purchasing requires more transparency. Customers pay attention to
products’ impact on their health. They want to make their purchasing
decisions more meaningful, conscious, and responsible.

Digital technology has become essential for businesses: the digitisation
of points of sale has become unavoidable for businesses who want to
keep afloat during shutdown and meet the growing consumption
patterns.
Direct sales, drive-throughs, and deliveries are attracting different types
of consumers. More and more shoppers appreciate this ease of finding
things and close relations, which were once enjoyed only in highly urban
settings.
...Consolidating close social integrations
Businesses haven’t always been at the top of their game when it comes to
digitisation. Still, it’s clear that, in the past year, most of them have embraced
virtuous practices and modernised their approach. Facebook pages, virtual
marketplaces, and e-commerces are flourishing. Most retailers (both chain
and independent stores) have found a new way to keep in touch with their
customers, thereby building new relationships with them. A Mastercard
study published in October 2020 has revealed that three Europeans out of
four (74%) prefer to shop in their local communities.
Moreover, French shoppers declare to be spending more in local shops to
help the local economy. This trend can be explained by the rekindled
relationships between French shoppers, businesses, and independent
stores. 76% of the French (versus 65% of Europeans) say they have a
newfound appreciation of local shops since the onset of the pandemic. (i)
The Covid emergency has forced everyone to reinvent proximity. However,
social distancing hasn’t diminished the bond between all these players in any
way. The absence of physical contact has actually consolidated this
relationship that many thought fickle. It has also highlighted the importance
of protecting our local communities’ most significant social network, which
anyone can access.
Being apart for so long now allows us to dream of virtuous and responsible
proximity. This way, we can ensure a better future for the entire sector and
all consumers in France and Europe.

(i) Research company OnePoll has interviewed 13,000 adults in 16 countries in September 2020 on behalf of
MasterCard
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FRANCE VS ITALY: THE RIVALRY BETWEEN THE “LATIN SISTERS”
2021 marks the 1600th anniversary of the foundation of the Republic of
Venice, also known as the Serenissima. And this milestone will be
celebrated throughout the year. You might be wondering, what does this
have to do with our publication? Well, as its authorities have pointed out,
Venice is the “oldest city of the future”.

On the other hand, Italians aren’t that much friendlier with their transalpine
counterparts. They like to mock the lost French “grandeur” and throw fits of
rage whenever a fashion or luxury flagship falls into French hands:
“How can we defend ourselves against this ‘French fury’?”

This is where the principles of international trade –
and especially the rules of arbitration, finance, and
loans to other states – were founded, developed, and
established.
Of course, nowadays, it’s more a symbol than an
economic reality. But if you think about it, conquering
markets and not territories and exchanging money and
essential goods are the forces that drove Venice’s expansion then and
govern the world today. But let’s get back to our point: there isn’t that
much love between the two “Latin Sisters”. The French seem to have
contempt for Italy, a tourist destination like no other but a chaotic mess
when it comes to politics and the economy. But if that’s how things really
stand, how come so many French enterprises keep investing in Italy?

So, the first question here is whether Italy has retained
the original imprint of the Serenissima and – let’s not
forget them – the Tuscans when it comes to the
economy. Then, we’ll try to decipher the political vision of
Italy’s new Prime Minister, Mario Draghi.
However, we have to highlight that the pandemic still hangs like a sword of
Damocles over all hopes and projects, both in Italy and France.
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BREXIT BETWEEN LIGHT AND SHADOW
“The Foreign Office is pro-Europe because it’s really anti-Europe. The civil
service was united in its desire to make sure that the Common Market didn’t
work. That’s why we went into it. Britain has had the same foreign policy
objective for at least 500 years: to create a disunited Europe. In that cause we
have fought with the Dutch against the Spanish, with the Germans against the
French, French and Italians against the Germans, and the French against the
Germans and Italians. Divide and rule, you see. Why should we change now,
when it’s worked so well?”

Perhaps more pressing though is the significant impact that current trade
rules – in application since the 1st January 2021 – have had on EU-UK
trade of industrial and commercial goods. Despite PM Boris Johnson’s
insistence on there only being in his words “teething problems”, the reality
is that new obstacles to trade and additional red tape, have naturally led to
a stark drop in UK imports and exports from the EU, plunging in the
process thousands of businesses, on both sides of the Channel, into
financial difficulty.

Sir Humphrey Appleby, Permanent Secretary of the Ministry of
Administrative Affairs from the fictional BBC political comedy series “Yes
Minister”.

In the month following the implementation of the new trade
deal, UK exports to the EU plunged by an astronomical 42%,
whereas imports were down 29%. Among the most affected
sectors are : agri-food, retail, chemical, transport, heavy
industry and fishing.

One foot in, one foot out
The UK’s exceptionalism within the European Union is no secret. Since its
late entry into the European Economic Community (EEC) in 1973, the
UK’s position within the bloc has been one of “one foot in, one foot out”.
Characterised by the various opt-outs it has managed to secure as a
member, from issues related to security and defence and the nonadoption of the Euro currency, to the negotiated budget rebate that
harks back to Margaret Thatcher’s infamous “I want our money back” line,
the UK’s position within the European club has always been one as a
reluctant partner, putting a handbrake on increased European
integration and acting as a “Trojan horse” for continued Atlanticist
influence.
In this respect, the UK benefitted from a rather good deal, on the one
hand the perks of membership, including the single market, but on the
other, the ability to dilute European federalist ambitions with the use of
its veto in the Council. In this context, the Brexit referendum of 2016 that
set in motion the UK’s withdrawal from the European Union – albeit a
rather slow and arduous withdrawal worthy of a Hollywood adaptation is on top of being an economic shot in the foot, a political one.
The post-Brexit UK-EU relationship : partner or competitor?
With last month’s adoption of the Brexit trade deal by the European
Parliament, it would be understandable to think that the Brexit saga has
finally come to an end. Not so far.
Now begins the time to hash out the intricacies of the trade deal. With
certain sectors - the financial sector being the most documented - still in
the dark over the exact implications of Brexit on their activities, decisions
on regulatory equivalency or divergence in the coming months promise
to have far-reaching consequences.

50% of traders in the EU are said to be experiencing problems in
trading with the UK.
Brexit is set to hurt EU economic growth by about 0.5
percentage points of GDP by the end of 2022. The impact on the
UK is predicted be more than four times greater.
According to the Federation of Small Businesses, overall sales
have dropped by £2.5bn.
Whereas large multinationals have been able, thanks to their deep pockets
and dedicated internal teams, to adequately prepare post-Brexit business
strategies, SMEs and midcaps find themselves particularly
vulnerable, especially with the majority being severely weakened by the
COVID-19 pandemic. Indeed, many are now unable to satisfy orders from
their EU customer base due to disruptions in the supply chain, and when
they are able to do so, often incur greater costs due to new customs
formalities and rules of trade.
Brexit Express – a way out
Although it can be easy to despair at such a sorry state of affairs, there is
nonetheless cause for optimism. Although Brexit marks a new chapter in
the UK-EU relationship, they remain inextricably linked, due to geographic
proximity, shared cultural heritage (approximately 4 million EU nationals
live in the UK) and centuries-old political and economic ties that predate
any formation of a European community.
In this sense, even though Brexit may push “Global Britain” to renew its
engagement with the Commonwealth, Europe will remain nonetheless a
privileged partner, but also in some areas a healthy competitor, as long as
pragmatism during ongoing negotiations prevails in the midst of political
point-scoring.
In light of the urgent needs of businesses in the UK and the EU to
find rapid and effective solutions to Brexit-related issues,
FairValue Corporate & Public Affairs has developed a new and
unprecedented offer, the “Brexit Express”, and is in the process of
opening a new office in London in order to be in proximity of
British companies and organisations. Whether your business seeks
business-oriented solutions or legislative and regulatory guidance,
the Brexit Express is a tailor-made assistance to help your
company overcome current difficulties and prepare the future.
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THE NEW FACE OF POLAND’S EXPORTS TO AND INVESTMENTS
IN THE FRENCH MARKET

The Polish Chamber of Commerce and Industry in France has
been helping Polish companies establish themselves in the French
market since 1994. During the early years, it helped French
companies establish themselves in the Polish market while Polish
enterprises operated through foreign trade associations. These
associations represented companies from different sectors in the
French market. Exports mainly involved raw materials and semifinished products, such as coal, steel, and copper. This situation
lasted until the late 1990s.
When Poland started the process to join the EU, companies started
adapting their models to European rules and a capital-based system.
Many new establishments benefitted from EU funds, allowing them
to invest in new technologies and industrial equipment. Poland
finally joined the EU in 2004. That was also the year when new
rules concerning the free movement of goods, services and natural
and legal persons were enforced. It was the beginning of what was
known as the “Polish plumber” age, when workers were posted to
France to work in construction sites, factories, etc. All this led to the
permanent presence of Polish construction and manufacturing
companies in the French market.
From 2010, a new crisis led to massive changes in Polish exports and
investments. At that time, France experienced the decline of
its industry, which today accounts for only 10% of its GDP.
More and more companies relocated production in Central
Europe, Asia, and Africa because of lower labour costs.
Today, France focuses on innovation and its research and
development centres. As a result, more than 50% of Europe’s
R&D centres are located in France.

France is Poland’s 4th biggest trading partner. Trade between
these two countries amounts to € 22 billion. Polish products
exported to France include machinery, electrical and mechanical
equipment, railway vehicles, accessories, furniture, woodwork,
décors, light fixtures, and plastics. As for Polish investments in
France, only a few companies have been successful.
Significant investments in new technologies have allowed these
Polish companies to have large and modern production facilities
in various industrial sectors. Moreover, they can rely on qualified
personnel who have often studied abroad and know several
languages. All these factors have driven the evolution of Polish
exports, from raw materials and semi-finished products to
highly processed products. A shift that, among other
things, has resulted in a positive trade balance with
France, which remains around € 1.5 billion.
Over the past few years, the Polish Chamber of Commerce and
Industry in France has witnessed a growing number of
investments and takeovers by Polish groups. Polish companies
with a presence in the French market include OKNOPLAST,
COMARCH, FAKRO, TZMO, WIELTON, CHEMET, SANPLAST,
DAMIX, NOWY STYL, SYNTHOS, AMICA, CANPACK, and MAFLOW.
Some of these companies have created their own sales and
distribution networks in France; others – for example, INPOSTMONDIAL RELAY, NOWY STYL-MAJENCIA, and LEDA-SANPLAST –
have taken over French companies. The overall value of such
investments is currently around € 2 billion.
In its 27 years in the French market, the Polish Chamber of
Commerce and Industry has helped Polish companies,
identifying success factors and offering its experts’ advice and
competencies.
There is no universal key to success; however, there’s an
organisation very active in France that is helping reinvent
Polish exports and investments through digitisation, new
ways of trading, and exploring untapped territories.
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