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ABSTRACT

The COVID-19 outbreak has upset the EU economy. The evolution and its economic
impact are highly uncertain which makes it difficult for governments, firms, as big Company and
SMEs, workers, policymakers to formulate an appropriate European policy response. In order to
better understand possible economic outcomes, this paper explores four different scenarios of
how Covid 19 might evolve in the coming years using database by European Banking Authority
(2020). It examines the impacts of different scenarios both on macroeconomic and markets
outcomes in European Union by examining a previously macroeconomic theory in a new context
such as Covid 19 pandemic. The scenarios elaborated by SPSS 26.0, highlights that even a
contained outbreak could significantly affect the European economy in the middle rung in terms
of public social values and these weaknesses could undermine the objectives of building a united
Europe in addressing the crisis created by Covid 19. Policies, reforms and behaviors that bring
us back to growth rates before the pandemic, with sustained, broad-based and balanced support,
would also help to maintain easing conditions on financial markets, the reduction of the average
debt burden and the promotion of a gradual rebalancing of public finances

Keywords: Pandemics, Scenarios, Economic Crisis, Europe.
INTRODUCTION

The COVID-19 outbreak is attributable to the SARS CoV-2 virus. The outbreak occurred
in December 2019 in Wuhan City, Hubei, China. The virus continues to spread throughout the
world and, in fact, is still present in our midst. The epicenter of the outbreak In Europe was Italy,
northern Italy, with reported cases in either South or being travelers from northern. After Italy, in
Europe, four epicentres have been identified: France, Spain, Germany, in reality the virus is in all
European countries and it is a worldwide experiment. This global experiment sheds light on two
interrelated aspects: epidemiology and economics. The World Health Organisation (WHO) at the
epidemiological level declares the pandemic state (Kaplan et al., 2020) as an international public
health emergency. In addition to the epidemic crisis, there is the economic crisis. The global
economic slowdown is a reality, shared by both advanced and developing nations (Caunhye et
al., 2012). The European market has broken out: the job market has a high unemployment rate,
products on the market are slowing down and consumers may not pay attention to old and new
products (Chodorow-Reich et al., 2019). The state of only one country and the European Union
join forces for the first time to fight the economic and health crisis affecting all Member States.
From an economic perspective, Table 1 shows real GDP growth (Hornbeck & Moretti, 2019) in
European countries between 2020 and 2022.

The data in Table 1 (Appendix-Figure 1A) shed light on the current and future deep
economic crisis in the Member States of the European Union. A crisis which foresees weak signs
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of recovery in late 2021. This scenario requires the entire European government to undertake the
powerful investment and support actions for the economies of the European countries. To
support member states, the following economic policy response to the COVID-19 pandemic has
been developed, linked to three common macro-actions: Values, Policies and Investments
(O’Reilly et al., 2015). Considering that the emergency Covidl9 highlighted a scenario in
constant evolution in which it is possible to catch only new trajectories, in order to better
understand possible economic outcomes. For this reason, there is not a wide scientific literature
that points out the future evolution at macroeconomic level of the phenomena. This paper, trying
to bridge this gap, explores four different scenarios of how Covid 19 might evolve in the coming
years using database by European Banking Authority (2020). It examines the impacts of different
scenarios both on macroeconomic and markets outcomes in European Union by examining a
previously macroeconomic theory in a new context such as Covid 19 pandemic (Salamzadeh,
2020).

Table 1
REAL GROSS DOMESTIC PRODUCT GROWTH RATE FORECASTS IN EUROPEAN
COUNTRIES FROM 2020 TO 2022
Countries 2020 2021 2022
Greece -9.7 -4.2 2.2
Italy -9.5 -6.5 2.2
Spain -9.6 -7 2.3
Croatia -9.3 -7.5 2.4
United Kingdom -8.6 -6.3 2.6
France -8.6 -6.3 2.4
Ireland -7.6 -6.2 2.7
Lithuania -7.8 -5.7 2.8
Cyprus -7.4 -4.7 2.4
Bulgaria -7.2 -6.7 2.2
Belgium -7.8 -6.8 1.4
Slovenia -7 -5 3.2
Latvia -7.4 -4.3 2.6
Hungary -7.4 6.3 2.3
Estonia -7.4 -7.3 2.3
Netherlands -7.6 -5.7 2.4
Portugal -7.3 -6.6 2.3
Slovakia -6.7 -6.2 2.4
Germany -5.6 -4.2 3.2
Finland -5.5 -5.7 2.4
Czechia -5.2 -4.2 2.7
Sweden -5.7 -3.6 2.4
Romania -5.2 -4.6 2.4
Denmark -4.3 -3.2 2.8
Malta -5.8 -4.2 2.1
Austria -5.4 -3.2 2.7
Luxembourg -5.2 -3.2 2.2
Poland -4.2 -3.2 2.1

Values

The Covid-19 pandemic corresponds to one never seen before challenge, with deep
socio-economic consequences. The European government will make every effort to steer this
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challenge in a spirit of solidarity. Starting from a spirit of solidarity is required to implement
actions that must develop a health strategy that supports economic activity and prepares the first
stage of the recovery. In European Commission (2020) documents’ this strategy should combine
short, medium and long run outcomes, taking into account both, economic and health outcomes.
Several measures have already been taken at Member State and European Union level, in
accordance with the Eurogroup declaration.

Policy

Following this line of action, a letter from the President Eurogroup (2020) indicated that
other strategic elements of the political response were expanding. At this level and for the first
time, the European Council, in its statement of 26 March, invited all Member States, to present
proposals for the economic actions related to the Covid-19 pandemic within two weeks. In
response to the mandate of the Member States, this declaration takes into account actions in an
overall and coordinated economic logic. Key policy measures are implemented to:

Fiscal stimulus;
Public resources;
Healthcare sector;
Civil protection;
Workers;
Economic sectors.

A significant level of liquidity in all Member States is allowed and guaranteed, in order to
provide policy actions that response to the deep crisis underway. Under these assumptions, it is
possible to introduce new flexibility into European Union rules.

Investments

Policy actions, offer the flexibility necessary to the national budgets. The Member States,
following these actions, may support national economies and to respond in a coordinated manner
to the impact of the Covid-19 pandemic. It is interesting to note that political actions give the
necessary flexibility to national budgets. The Member States, following these actions, may
support national economies and to respond in a coordinated manner to the impact of the Covid-
19 pandemic. The European Commission extends flexing action also to use public procurement
framework, for all Member States, in this emergency. These actions are also linked to the
decision to issue a specific framework to expedite public support to companies, without affecting
the sphere in the Single Market. Furthermore, the Commission to make best use of the EU
budget to fight the crisis (Ebbinghaus, 2015). These resources will be allocated in the context of
cohesion policy and added to the Solidarity Fund. This investment policy will be implemented
by the European Central Bank to support liquidity and financing conditions for administrations,
businesses and banks, this will help maintain a steady supply of credit to the economy. This is an
interesting decision related to the first phase of the outbreak, particularly in the Member States in
which the big company, SMEs, banks, administrations and all private services were closed in
order to realize the laws “stay at home”. These measures should ensure that all economic sectors
can benefit from investments and conditions capable of coping with the economic crisis. The
investments should help Member States to overcome the pressure of the economic crisis, making
full use of the extra budget. There is a focus on SMEs, related to the time that the bank must
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spend to make liquidity available to SMEs, the strength advice is immediately. Nevertheless, the
budget will be delivered within the regulatory framework by continuing to follow the course of
the crisis. In fact, it is possible, if necessary, for the European Commission to take new
measures, including legislative measures, to alleviate the impact of the economic shock. It is
noteworthy that such measures may be particularly appropriate in certain Member States, with
relatively small capital reserves and high levels of non-performing lending that can reduce the
positive impact of a supplementary budget on bank loans. --Supporting national health systems is
another strategic outcome to be achieved. This support reflects European funding in the coming
semester. This instrument may provide support national health system's budget. This action is
linked to the new recruitment of doctors and nurses in each Member State and investments in
new critical care treatments. The national health systems are within largest safety net systems.
Safety nets should be reorganized with instruments that could be used, as required, in a manner
that is tailored to the nature of the economic crises caused by Covid-19. This backstop should be
accessible to all Member States, with only one delivery system. This is an added challenge to the
European Union and its government. The only requirement to access the safety net will be that
Member States requesting support would commit to using this credit line to support both
domestic healthcare and safety. In this framework, the executive proposal is supported to
mitigate Unemployment Risks in Emergency (SURE), related to need to establish, for all
emergency time, a loan-based instrument for financial assistance. This proposal is aimed at
helping Member States protect employment in specific economic crises. This instrument must
primarily support workers and jobs. The legislative process could delay implementation, but
European Union underlines the necessity to realize this protection immediately. These
instruments do not pre-judge the policies on future proposals related to unemployment actions.
This strategy aims to support Member States' efforts to return to normal economic life and to
promote a new agreement to secure sustainable growth. In this context, the Stimulus Fund is
another strategic measure to support the start-up of a new economy, consistent with European
priorities by: solidarity between Member States. At this point, all Member States that do not
share this approach and the Recovery Fund should be a bottleneck to the European
Commission’s results. Legal and practical aspects of the funds, generating considerable political
friction in a minority of Member States. The stimulus package will be central to the economic
recovery. It will have a strategic impact on the crisis, addressing and ensuring cohesion within
the European Union supporting solidarity. Interestingly, without cohesion and solidarity, this
road map will not be easy to achieve. Cohesion and solidarity, without responsibility are two
outcomes with a low level of reliability. Roadmap and action plan to support Member States'
economic reforms (Salman, 2020) to enhance resilience and competitiveness, in line with a
sustainable growth strategy. The topic of sustainable growth is the condition of a new economic
model, from linear to circular (Marino & Pariso 2020a) promoting economic convergence within
and between European Member States. The European government has engaged in an effort in to
defend and promote a new life style within Eurozone (Bonoli & Emmenegger, 2020). Total
investment amounts to 750 billion euros, including 178 billion for Italy (Ansa, 2020). This is
likely to be revised in the coming weeks (OECD, 2020).This amount, provided by short-term
Europe, can create different scenarios within the Eurozone. Departing from the current economic
situation of the Member States, which utilize the enormous resources made available by the
European government, is possible to foresee four different scenarios for Europe related to: labor
supply; risk of rewarding only some economic sectors; consumption demand; central
government’s revenue. The paper is organized as follows: The second section provides a
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conceptual context for public value. Section 3 presents the methodology and Section 4 presents
the findings and related discussions with reference to four scenarios related to European Member
States. Finally, Section 5 presents the results of the study.

LITERATURE REVIEW

Values, Policy and Investments, provides both opportunities and challenges for the
redesigning of European economic and service structures in terms of both production, health
(Lynch, 2017) and information worldwide. Not surprisingly, many European countries are
implementing reform policies (Bohle & Greskovits, 2012). These eyes are strictly linked to a
new idea of Europe and one of the main goals is to ensure the creation of the continuous social
and public value (Pavolini & Natili, 2020). In fact, in this emergency phase, related to Covid 19,
it is strategic to ensure and activate policies (Ehrlich & Overman, 2020) related to need to
distribute the wealth, because it could allow maintaining and adding to the creation of public and
social value as in the case of European public policy and investments (Clasen, 2007). The
research, in this study, starting from the emergency phase related to Covid-19 (Farzad et al.,
2020) focuses on different four scenarios related to policy and investment by the European
Government (Fathalikhani et al., 2020) associated with diffusion and adoption in Eurozone
Member States. How these two factors affect Member States governments and to create value in
the public sector are open question. These actions are strictly linked to how Member State
governments operate at the micro and macro level using the opportunities and challenges of
reform policies. In addition, reform policies (Hassenteufel & Palier, 2016) may create a
bottleneck in the government’s change policies. Bureaucratic approach (Isett et al., 2006), that
does not improve opportunities and challenges proposed by the European Commission or both,
create social and public value (Bridgen & Meyer, 2018). Since the complexity of reform policies,
is possible to note an increase expectation for transparency of the citizen part (Seeleib-Kaiser,
2018), especially during an emergency phase. Governments urgently demand innovation. Recent
studies have highlighted the original character of the innovation (Bloom et al., 2019) in terms of
both policy and investments during an emergency phase. On this track, the pillars are both,
public and social value (Jing et al., 2019), particularly, how a Eurozone Member State (Guillen
& Palier, 2004). Realize both public and social value(s) (PSV). It is interesting to note that these
studies are in line with other conceptual investigations in which it appeared that the creation of
PSV requires work of alignment, coordination and co-creation. Creating PSPs is about changing
(Macaulay et al., 2006) the agendas of government departments. These changes have been
implemented in many Member States (Kahanec et al., 2020) related to another and different
emergency phase, i.e. immigration, and have produced interesting PSVs. These amendments
concern communication, coordination and integration of services within the framework of new
reform policies (Degryse et al., 2013). These actions and decisions underscore the need to
negotiate procedures and restructure the budget and departmental employees. A recent study
argues that these policies are functional for generating positive PSV. Governments operate
within a constantly evolving environment. These conceptualizations of the PSV suggest that
government can enhance collective and individual reform (FranKovic et al., 2020; Rhodes,
1996). In this sense, and in this phase of urgency, the exit of a government aims to improve the
PSV as a collective objective. The value of the VSP means that the public interest (Ng, 2020)
and the common good should be the primary concern of the public sector. Interestingly, this
approach considers Member States as effective stakeholders in the PVS creation process. The
Member States, (O'Connor, 2014) as stakeholders, can determinate a higher level of democracy
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(Klijn et al., 2007) and legitimate the Eurozone, by tying the two different processes of
democracy: bottom up and top down (Kjhg Fink & Brady, 2020). In this perspective, reform
policies, is an interesting model (Kvist, 2013) that could create the PSV as a best practice to
replicate along the lines described in the introduction section. The PSVs are the strategic drivers
for the enhancement of value. They are fundamental tools in the process optimization to increase
the stakeholders’ engagement by including also the citizens in network governance (Osborne,
2006) logic. In fact, the governments might have to manage information, as in Covid 19 phase
and gain legitimization in an instructional logic with stakeholders (Kawamorita et al., 2020;
Salamzadeh & Dana, 2020). In this context, reforms may offer new ideas and business models to
alter the linearity of the circular economy (Marino & Pariso, 2020b). There are interesting
contributions that consider reform policies as enabling factors (Rhodes, 1996) create PSV. For
example, reform policies can contribute by improving efficiency and bringing innovation
(Federico et al., 2020) into government, enhancing relations between governments and citizens,
and building departmental confidence, support and legitimacy. Following this research stream,
PSVs are an enabling factor to empower citizens and support inclusive practices, especially for
the differently able at the local government level. Furthermore, recent studies highlight the
potential of reforms in the emergency phase, creating PSV, by enhancing Member States
relations for the assessment of and intra-governmental projects, which produce added PVs.
Recent studies, point out that each public, government, in the emergency phase, should promote
more interactive and active contributions to policymaking through timely sharing of information
and communication online, real-time discussions on social media as well as, through the old
mass media such as TV and radio. As a result of this process, reform policies would contribute to
the creation of the PSV by improving government action in terms of democracy and transparency
of results (Ferrera, 2020). All these positive elements are weak because of the level of cohesion
of the Member States within the euro area. On the one hand, the issue of the assessment of the
reform policies in terms of quality and not only of economic utility has become strategic over the
last few times. In addition, governments need to ensure transparency and encourage stakeholder
engagement. Over the last period, from February to June 2020, PVP was also considered a
strategic asset in response to the COVID-19 health emergency. Economic factors, such as
production and businesses, in countries affected by COVID-19 are one of the major problems
that emerged during the spread of this pandemic. On the one hand, countries try to avoid a total
bloc of their productive sectors, and on the other hand, they have adopted policies of social
distancing to avoid the spread of contagion. In fact, the countries worldwide are strongly
promoting the hashtag #stayathome#. In this context, in order to create an effective balance
between these two elements the countries are turning to a massive use of the reform tools, and in
particular offering a new lifestyle related to safety contact and economic development. In this
way, if necessary, this operating tool combines the need to create therapeutic isolation by
enabling the work activities to be performed. The level of diffusion and adoption of ICTs
(Marino & Pariso, 2020a) also represents the extent to which each country works towards the
development, effectiveness and efficiency of human and economic progress. The reform policies,
and its development process involve the creation of culture, investments (Cantillon, 2011) in
network building by including both in the public and private field several sectors (i.e. education,
health, efficiencies) at different levels (e.g., service provision, production process). In this
context, it is fundamental for the countries be able to implement the processes of diffusing and
integrating PSVs within their societies to translate the benefits (Hipp, 2020) of reform values
into economic development. When there is divergence related to opportunities within a euro
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area, we are confronted with the phenomenon of the euro break-up. Despite this phenomenon, in
the emergency phase, has had a tendency to contract, it is still a critical issue for many European
countries. The PSV is in close correlation with different scenarios policies, in fact the chance to
efficiently access to this tool represents on the one hand the countries' ability to provide
innovative policies through adequate both, material and immaterial outcomes, and, on the other,
to guarantee all stakeholders, full access to the opportunities offered by PSVs tools. The latter
entails safeguarding the safety of a population in emergencies such as the Covid-19. Europe,
during the final months of 2020, was one of the countries most affected by the coronavirus. On
the hand, the countries have implemented social distancing as a restrictive measure, and on the
other, public and private stakeholders are turning to the massive use of the different lifestyle.
Europe shows a different degree of PSV in its zone with major differences among countries. This
question represents a major bottleneck in order to avoid a strong slowdown in Europe’s
production activities. This study assesses reform policy diffusion and adoption across European
Member States and elaborates four scenarios in order to evaluate the different degree of PSV
present in Member States. In an emergency context as declared by the European Government
during the last months, with the outbreak of the Covid-19, this analysis can help to understand
how this issue represents a slowdown for the stakeholder activities and therefore an economic
bottleneck in the country. This analysis will be of interest to government researchers, decision-
makers and planners for the development of national strategies.

METHODOLOGY

Starting from European Banking Authority, (EBA) dataset, with particular attention to
Macroeconomic and Market scenarios dataset (2020), this paper applies and elaborated the data
sources by “Macroeconomic scenario” and “Market risk shock”. The analysis, on the base of
this database, extrapolates an Input/ Output matrix for each European Countries, which allows us
to differentiate the sectors per country of production in a Eurozone framework. Each sector in
each country has a KLEM standard: inputs of capital (K) and labor (L) as well as the
intermediate or production chains of inputs in energy (E) and material inputs (M). Such factors
are present both in one country and between countries. Using the list of European countries,
Table 1, KLEM was included in the model and calculated for the following sectors: Energy;
Information and communication technologies (ICT); Bio agriculture; Manufacturing; Non-
manufacturing; Services. Several key features of the European Banking Authority related to
Macroeconomic and Market have been considered in order to calculate the scenarios and are
interesting to highlight here: First, the model, according to EBA, completely accounts for stocks
and flows of physical and financial assets, i.e., budget deficits, public debt, current account
deficits and external debt. The model imposes a time-bound budget on all Member States,
households, businesses and governments. Therefore, a long-run equilibrium obtains through the
adjustment of asset prices, the interest rate of debts, fiscal evasion, positions or real exchange
rates for the proportion of payments; second, the policy of the government of the Member States,
following the European reform policies, sets short-term macroeconomic performance (Moffett et
al., 2008). This may limit long-term inflation rates in each country and allow for short-term
policy adjustment to mitigate fluctuations in the real economy. Member States where the
percentage of non-contract workers is high are disadvantaged. Companies hire workers in each
sector insofar as the marginal product of labour is equal to the real wage defined in relation to the
level of producer prices in this sector. Workers with contracts, but in redundancy benefit from
unemployment benefits (Esping-Andersen & Schmitt, 2020). Excessive demand for labor causes
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nominal wages to adjust to market prices in the long - term. In the short term, unemployment
(Van Oorschot & Chung, 2015) faces structural supply shocks with associated changes in
aggregate demand; fourth, the reforms promoted in the euro area tend to remove rigidities in
order to move the Member States' economies into a comfort zone. The rigidities created in the
January - May 2020 phase. The elderly and people with limited mobility in particular that will be
affected. The responsiveness of Member States in implementing reforms and overcoming the
rigidity of the last period is important in assessing the impact of change and economic growth
over the next two years. Following these assumptions and using the EBA database, four different
scenarios can be established: labour supply shock; risk of rewarding only certain economic
sectors; consumer demand; government spending. The EBA database, - Macro and market data,
was developed with the Statistical Package for Social Sciences 26.0 (SPSS). The data processing
was developed using a forecasting software package (SPSS) which allows complete forecasts
and analyses of historical series with multiple models for the estimation of curves, Grading
models and methods for estimating regression functions.

RESULTS
Shock to Labour Supply

Table 2 shows a negative trend for all euro area Member States over a 3-year period.

Table 2
SHOCK TO LABOR SUPPLY BY KLEM
Countries 2020 | 2021 |2022
Greece -0.65 |-0.35 |-0.35
Italy -1.48 [-1.28 [-1.08
Spain -0.72 (-0.42 |-0.22
Croatia -0.45 [-0.25 [-0.15
United Kingdom |-1.32 |-1.12 |-0.92
France -0.76 |-0.56 |-0.26
Ireland -0.68 [-0.48 [-0.28
Lithuania -1.23 [-1.03 [-0.93
Cyprus -1.35 |-1.25 |-0.85
Bulgaria -1.56 |-1.26 |-0.96
Belgium -1.68 |-1.38 [-0.98
Slovenia -1.44 |-1.24 |-0.94
Latvia -1.35 [-1.05 [-0.95
Hungary -1.23 |-1.03 |-0.93
Estonia -1.57 |-1.27 |-0.97
Netherlands -1.37 [-1.07 [-0.97
Portugal -1.47 |-1.17 |-0.97
Slovakia -1.58 [-1.28 [-0.98
Germany -0.44 |-0.34 |-0.14
Finland -0.34 [-0.14 (-0.04
Czechia -1.67 |-1.47 |-0.97
Sweden -1.78 [-1.58 [-0.98
Romania -1.98 [-1.78 [-0.98
Denmark -0.46 [-0.36 [-0.06
Malta -0.44 |-0.34 (-0.14
Austria -0.54 [-0.44 |-0.14
Luxembourg -0.57 |-0.47 |-0.17
Poland -1.77 |-1.57 |-0.97
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The negative values of 2020, based on the 2019 data, take into account the
macroeconomic situation of each country before the pandemic, and the flows that in the period
January - May 2020, were generated by of the closure of production activities and the lockdown
of families and single people. In this lockdown period, inputs of capital (K) and labor (L) as well
as the intermediate or production chains of inputs in energy (E) and material inputs (M), have
suffered a powerful economic shock. The macroeconomic and market reforms put in place by
EU reform policies could have an impact in the eurozone in the coming months and take shape in
2021. During this year, there is a change trend in the Eurozone, but the negative performance
value is still high and evident. It is only in 2022 that some Member States, while maintaining
negative values, report a reversal trend and the first positive effect of European governmental
reforms.

The risk of rewarding only certain sectors of the economy: energy; information and
communication technologies (ICT); agriculture; manufacturing; non-manufacturing; services.

Table 3 shows a negative trend, not in all relevant economic sectors, over the estimated
three years for the euro area Member States. Figures 2A to 7A in the Appendix provide trends
for each sector.

Table 3
RISK OF REWARDING ONLY SOME ECONOMIC SECTORS
Energy ICT Bio Agriculture Manufacturing | No Manufacturing Services
2020 | 2021 | 2022 | 2020 | 2021 | 2022 | 2020 | 2021 | 2022 | 2020 | 2021 | 2022 | 2020 | 2021 | 2022 | 2020 | 2021 | 2022
Greece -0.85 |-045[-0.33]0.95| 095 |0.33|-0.55|0.99 |1.09|-1.85|-1.45|0.31 ] 0.43 | 0.81 | 0.23 | 0.35 | 0.65 | 0.75
Italy -168 |[-1.18|-1.09)0.78 | 0.78 | 0.69 |-1.21 | 0.98 | 1.58 | -1.62 | -1.17 | 0.09 | 0.79 | 0.79 | 0.29 | 0.79 | 0.89 | 0.99
Spain -0.82 |-052|-0.25[0.92 | 052 | 052 | -0.62 | 0.92 | 1.52 | -1.82 |-1.52 | 0.23 | 0.62 | 0.73 | 0.72 | 0.73 | 0.83 | 0.93
Croatia 055 |-045[-0.35]0.95 | 055 | 0.55|-0.35|0.95 | 1.05|-1.55|-1.45| 0.38 | 0.65 | 0.78 | 0.95 | 0.88 | 0.98 | 0.99
KliJnrgttjeodm -142 |-102|-072|162 | 1.02 | 082 |-1.32 092 | 1.02 |-1.41|-1.32| 0.78 | 0.72 | 0.88 | 0.92 | 0.98 | 1.08 | 1.18
France -0.96 |-046(-0.16]0.96 | 0.86 | 0.96 | -1.08 | 0.97 | 1.07 | -1.96 | -1.46 | 0.76 | 0.86 | 0.86 | 0.96 | 0.86 | 1.06 | 1.16
Ireland -0.88 |-0.38|-0.18]0.98 | 0.58 | 0.88 | -0.78 | 0.98 | 1.08 | -1.88 | -1.38 | 0.58 | 0.98 | 0.88 | 0.88 | 0.88 | 1.08 | 1.18
Lithuania -163 |-153|-0.73]|133 | 153 |0.83|-1.43|0.89 | 1.09 |-1.68|-1.52 | 053 | 0.93 | 0.73 | 0.83 | 0.83 | 1.03 | 1.13
Cyprus -165 |-145[-035]055 | 045 | 0.75|-1.45|0.85 | 1.05 |-1.69 | -1.49 | 0.33 | 0.85 | 0.63 | 0.95 | 0.83 | 1.03 | 1.13

Bulgaria -1.76 |-1.16 |-0.76 | 0.46 | 0.46 | 0.86 | -1.56 | 0.89 | 1.19 | -1.79 | -1.46 | 0.36 | 0.96 | 0.96 | 0.76 | 0.96 | 1.06 | 1.16

Belgium -1.88 |-148|-1.38| 168 | 148 | 148 |-1.68 | 1.08 | 1.11 [-1.89|-1.47| 034 [ 1.18 | 0.94 | 1.08 | 0.84 | 1.04 | 1.14

Slovenia -1.94 1-1.641-099]094|-084|1.29(-154|1.09|112[-199|-1.69)| 059 |1.09 |0.89 | 119 |0.89]1.09|1.19

Latvia -1.75 |-145|-1.05]|155]145|115(-165|1.05|115|-1.79|-1.48]| 0.05 | 1.05 | 0.95 | 1.15 | 0.95 | 1.05 | 1.15
Hungary -1.73 |-143|-113] 053|043 |123(-1.63|1.03|1.23|-1.79|-1.45]-0.13]1.03 | 093 | 1.13 | 0.83 | 1.03 | 1.13
Estonia -1.97 |-157|-089]0.87 | 057 | 087 (-1.37 | 097 | 1.03 [-1.99 |-1.59 | 0.39 | 0.97 | 0.99 | 0.87 | 0.89 | 1.09 | 1.19
Netherlands | -1.77 |-1.57]-099| 167 | 1.57 | 0.89 [-1.27 | 0.99 | 1.29 | -1.79 | -1.59 | 0.29 ] 0.99 | 0.89 | 0.89 | 0.99 | 1.03 | 1.13
Portugal -1.67 |-147|-087| 157|147 | 077 (-157 | 097 | 137 |-169|-1.49| 0.37 | 0.87 | 0.87 | 0.97 | 0.87 | 1.02 | 1.12

Slovakia -1.78 |-148|-097| 168 | 148 | 087 (-1.48|097 |1.27|-1.79|-1.78| 0.37 | 0.97 | 097 | 0.87 | 0.87 | 1.07 | 1.17

Germany 084 |-0441-011]1084]044041(-094/091|111|-184|-144]021]051 051 |0.81081]1.01]111

Finland -0.74 |-054|-001f074)054[041)-094/081|121|-174(-154|011)051 051 081071101111
Czechia -1.77 |-1.57|-092|0.77 ) 0.67 [ 099 |-1.57 | 1.09 | 1.19 | -1.79|-1.59 | 0.72 | 1.09 | 0.82 | 1.19 [ 0.92 | 1.02 | 1.12
Sweden -198 |-1.68|-093[098 | 1.68 | 091 )-1.780.99 | 1.29 | -1.99 |-1.69 | 043 | 0.99 | 0.63 | 0.89 | 0.93 | 1.03 | 1.13

Romania -2.08 |[-1.88|-1.19| 058 | 0.68 | 0.39 |-1.08 | 0.89 | 1.09 | -2.12 |-1.98 | 0.19 | 0.49 | 0.89 | 0.89 | 0.89 | 1.09 | 1.19

Denmark -0.86 | -0.56 |-0.46|0.86 | 1.56 | 0.56 | -0.96 | 0.76 | 1.26 | -1.86 | -1.56 | 0.36 | 0.66 | 0.76 | 0.76 | 0.86 | 1.06 | 1.16

Malta -0.74 |-0.44|-024|074 ) 144 1084 )|-084[0.89|129|-1.74({-1.44|/014]1094 1074 |1 0841084104114
Austria -0.84 |-054|-014(1084) 154 |074]1-094]0.84|124|-184|-1.54|0.24]10.84 084 )|0.94]084]|104]|114
Luxembourg | -0.77 |-0.57|-0.37]0.77 | 157 | 0.77 | -0.87 | 0.97 | 1.17 | -1.77 | -1.57 | 0.47 [ 0.87 | 0.77 | 0.97 | 0.97 | 1.07 | 1.17
Poland -1.87 |-1.67|-0.99|0.87 | 0.67 | 0.89 |-1.57 | 0.99 | 1.29 | -1.89 | -1.69 | 0.49 | 0.99 | 0.79 | 1.09 | 0.89 | 1.09 | 1.19

Source: Author’s elaboration on EBA database

The negative values for 2020, based on 2019 data, relate to: the energy sector (EU
Classification, 2020a) over three years, manufacturing industry (EU Classification, 2020d) in
2020 and 2021, and bioagriculture (EU Classification, 2020c) in 2020. Evolution of the
manufacturing trend in 2022 with positive values, display minimum values of Latvia (0.05) and
Italy (0.09) and peak values of France from -1.46 (2021) to 0.76. (2022). In Organic Agriculture,
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the trend changes in 2021 in all Member States with an increase in values between 2020 - 2021
and 2022. In others three economic sectors: ICT (EU Classification, 2020b), No Manufacturing
(EU Classification, 2020e) and Services (EU Classification, 2020f), there are positive trends
starting in 2020 and growing values are displayed in 2021 and 2022. It is interesting to note that
the means of getting out of the crisis in the next three years provide for different paths in terms
of economic sectors and Member States. In addition, the weight of sectors within each Member
State has an impact on the economic development in terms of both, time and economic impact
for each Country within the Eurozone. The sector most exposed in terms of K, inputs (capital and
materials) and labour costs L is energy, followed by manufacturing as presented in Charts 2 and
5.

Shock to Consumer Demand

Table 4 highlights the shock to consumer demand, in assessed time, three years, for
Eurozone Member States.

Table 4

SHOCK TO CONSUMPTION DEMAND
Country Household Public Administration
2020|2021 | 2022 | 2020 | 2021 | 2022
Greece -0.95[-0.95| 0.05| -0.99 | -0.89 | 0.09
Italy -0.99(-0.99| 0.09 | -0.98 | -0.98 | 0.09
Spain -0.93|-0.93| 0.03 | -0.97 | -0.87 | 0.08
Croatia -0.98(-0.98| 0.09 | -0.99 | -0.89 | 0.11
United Kingdom | -0.98| 0.08 | 0.18 | -0.99 | -0.89 | 0.15
France -0.96| 0.06 | 0.16 | -0.98 | -0.88 | 0.14
Ireland -0.98| 0.08 | 0.18 | -0.99 | -0.79 | 0.13
Lithuania -0.93| 0.03 | 0.13 | -0.99 | -0.79 | 0.11
Cyprus -0.93(-0.93| 0.03 | -0.99 | -0.79 | 0.13

Bulgaria -0.96|-0.96] 0.06 | -0.99 | -0.69 | 0.16
Belgium -0.94/0.04 014 -0.98 | -058 | 0.12
Slovenia -0.99/-0.99] 0.09 | -0.97 | -0.98 | 0.19

Latvia -0.95| 0.05 | 0.15| -0.99 | -0.91 | 0.16
Hungary -0.93(-0.93| 0.03 | -0.99 | -0.69 | 0.13
Estonia -0.99(-0.99| 0.19 | -0.97 | -0.67 | 0.13
Netherlands |-0.99(-0.93| 0.13 ] -0.99 | -0.59 | 0.11
Portugal -0.97(-0.92| 0.12 | -0.99 | -0.59 | 0.11

Slovakia -0.97]-0.97| 0.17] -0.99 | -0.79 | 0.12
Germany -0.91]1 0.07 | 0.19| -0.99 | -0.79 | 0.11

Finland -0.91/-0.81{ 011 -099 | -0.79 | 0.14
Czechia -0.99/-0.99] 0.02| -0.99 | -059 | 0.12
Sweden -0.93|-0.93| 0.13 | -0.99 | -059 | 0.14

Romania -0.99/-1.09|-0.19]| -0.99 | -0.99 | -0.18
Denmark -0.96/-0.96] 0.16 | -0.98 | -0.58 | 0.18

Malta -0.94]-0.94| 0.14 | -0.99 | -0.59 | 0.16
Austria -0.94|-0.94| 0.14 | -0.98 | -0.58 | 0.18
Luxembourg |-0.97|-0.97| 0.17 | -0.98 | -0.58 | 0.18
Poland -0.99|-1.09|-0.19( -0.99 | -0.99 | -0.11

Source: Author’s analysis of the EBA dataset.
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The variables common to each Member State, regarded as valid for comparison purposes,
are household consumption and government. While the demand for consumption in the economy
IS an important macroeconomic variable also linked to other quantities, it was not possible to
compare the demand values of enterprises, consequently, household and government data were
evaluated over the three years under consideration. The Appendix, Figure 8A displays the trend
of consumption demand household in each Member State. The household consumption demand
displays a negative trend in each Member States, is possible to assess a positive trend in 2022 for
25/28 member States: unfortunately, this positive trend is between 0 and 0.2 and no adequate to
support the economic development in the Eurozone. Table 4 and Figure 9A (Appendix) of
government consumer demand show the following trend: all Member States in 2020 show a
negative trend, with a variation in 2022. During this year, the wide range is between 0.8 and
0.18. It is also interesting to note that starting from a negative trend of all Member States in
2020; it will not be possible to modify it until 2022. In 2022, as shown in the table, only 4
Member States reach maximum value of 0.18. In 2022, Poland and Romania maintain a
declining trend.

Shock to Central Government’s Revenue

Table 5 highlights the three-year revenue shock for the euro-zone Member States

Table 5

SHOCK TO CENTRAL GOVERNMENT'S REVENUE
2020 2021 2022
Greece -1.95 -1.95 0.05
Italy -2.99 -2.98 0.06
Spain -1.93 -1.38 0.04
Croatia -1.98 -1.78 0.07
United Kingdom -0.98 -0.78 0.18
France -0.96 -0.86 0.16
Ireland -0.98 -0.88 0.11
Lithuania -1.93 -1.83 0.11
Cyprus -1.93 -1.73 0.03
Bulgaria -1.96 -1.86 0.01
Belgium -0.94 -0.84 0.14
Slovenia -1.99 -1.69 0.09
Latvia -1.95 -1.75 0.12
Hungary -1.93 -1.83 0.01
Estonia -1.99 -1.69 0.09
Netherlands -0.99 -0.87 0.13
Portugal -1.97 -1.92 0.12
Slovakia -1.97 -1.67 0.07
Germany -0.91 -0.17 0.19
Finland -0.91 -0.81 0.11
Czechia -1.99 -1.79 0.02
Sweden -0.93 -0.43 0.13
Romania -1.99 -1.89 -0.19
Denmark -0.96 -0.76 0.17
Malta -1.94 -1.74 0.14
Austria -0.94 -0.54 0.16
Luxembourg -0.97 -0.67 0.18
Poland -1.99 -1.89 -0.19

Source: Author’s analysis of the EBA dataset.
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The trend in Table 5 is not so different from the previous ones: in this case too, a negative
trend can be observed in 2020 with an intensive change process in 2021 only in certain Member
States. The Figure 10A (Appendix) shown that in 22/28 Member States in 2021 is possible to
realize a positive trend, but, growth is between 0,1 and 0,3 a low rate to sustain the shocks and
risks affecting the Eurozone. From the analysis of the results emerges that the influence of social
capital represents a strategic variable for entrepreneurs to overcome the Covid 19 crisis. The
social capital should be supported by social innovation in terms of technologies and educational
projects. In this context, the coronavirus (COVID-19) pandemic is a challenge among European
entrepreneurs.

DISCUSSION

The non-use of capital and labour (Table 2), their descent in recent weeks is not
reassuring and does not reflect the action of monetary policy and European initiatives to support
output, labour, investment. The difference between southern and northern Member States is
almost double. Even for the incoming countries, the difference stems from values, which find no
justification in the foundations of a Europe based on the creation of social value and solidarity.
Carriers on which the European Commission declares its intention to develop the economy. It
should be noted that KLEM must be consolidated if the European government wants to build a
eurozone based on the principles of social values and solidarity that give responses in this phase
to the pandemic challenges. Moreover, the sharp deregulation of the labour, capital, raw
materials and energy (KLEM) markets in recent years has not facilitated the meeting of supply
and demand in a period of acute social and economic crisis. Moreover, many production
activities focus on these sectors, such as the health sector, where European public funds should
not be reported and are not linked to performance. Analysis of economic sectors, Table 3 and
Figures 3A-7A (Appendix) shows that some of them, energy and manufacturing, point to delays
and difficulties. In recent months, they have therefore not resisted, not permitting the production
of hundreds of thousands of workers. In the crisis months, the manufacturing and energy sectors
rapidly lost their competitiveness, which led to a new deficit in the balance of payments, real and
financial wealth of families, which increased corporate debt. Furthermore, there are investments
that cannot be ignored, particularly those aimed at innovation in production activities and the
improvement of the environment, investments that are increasingly integrated. In this course, the
trend of the two, ICT and Service, displays interesting performances. A favorable environment
requires resolute, rapid and far-reaching interventions to improve the quality of the environment
and the dissemination and uptake of technological innovation. Inequalities (Gornick et al., 2020)
are creating between the Member States, the Countries that reach first the positive sign in each
considered sector, are likewise those with the highest growth values. Table 4, Figures 8A and
9A, family and public administration, shows negative trends in 2020, but in 2022 the Member
States, characterized by their capacity for economic leadership, resumed a positive trend ahead
of the other States, both in consumer spending and in the public sector. In particular, household
consumption fluctuates between 2020 and 2022 between + 0.19 in Germany and Estonia and -
0.19 in Poland and Romania. The minimum positive values between +0.03 and +0.09 of Greece,
Italy and Spain, although significant, given the initial shock of 2020, -0.99, are not useful growth
values to support a revival of the economies of these Member States. Table 5 and Figure 10A
show a positive trend in 2022 for all Member States, with the exception of Romania and Poland.
In this case, the shock is also determined by the tax avoidance behavior which has been affecting
some euro area member countries for some time. Greece, Italy, Portugal, Spain, but also
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Romania, Poland, Czechoslovakia, among others, show difficulties in terms of government
revenue. In 2022, the year of stabilization of revenue, the trend highlights very different
situations: from + 0.19 in Germany, to -0.19 in Romania and Poland, with minimum positive
values of Greece, Italy, Spain that do not recover revenue such as to be capable to make a restart
independently from the European government's aid. In these states, the burden of bureaucracy
represents a bloc for the progress of reform in the delivery of funds, the control of revenues, the
expenditures made. At the same time, the evaluation, risks and shocks taken into account,
highlights, for each Member State, different scenarios of public and social value.

Scenarios

The assessment, both risks and shocks considered, reveals different scenarios for the
Member States and thus a different capacity to identify and create economic and social value.
The policies of change, display guidelines that unite individual states through shared economic
and social results, but they do not make perceive a European union with a common policy of
creation of social and economic value. In the case of scenario 1 (Figure 11A-Appendix), the
labour supply shock per KLEM, the Member States reaching pre-andine utilization rates before
the other are Germany, Finland, Denmark and Luxembourg. It is interesting to note that these
Member States receive less money than the others in the European Community. Italy, i.e., that
will receive more funds than others do not reach the previous rate in considering the period. In
this Scenario there are Member States that share and achieve the same objectives by 2022, is the
case of Germany and Finland, also as single State, another group is composed by Denmark,
Malta, Austria and Luxemburg with the beginning and last as the two extremes of the scope. In
the ring before this Spain and Croatia that France and Ireland make up two other groups that
reach higher times in 2022 the utilization rates before the pandemic phase. For scenario 2 (Figure
12A - Appendix), risk of rewarding only certain economic sectors, the Member States reaching
pre-pandemic utilization rates are Germany, Finland and Austria. In this scenario, Spain is also
close to the last ring, hence the potential to achieve development rates prior to the pandemic
phase. In addition, the same groups of Scenario 1, France and Ireland included reaching the
outcomes as in prior to pandemic phase. In the case of scenario 3, (Figure 13A-Appendix) Latvia
and Lithuania. It is interesting to note that also in this case also in scenario 2, Italy, Greece and
many other countries are far from achieving the result. There are no group results for this
scenario. In scenario 4, Figure 14A (Appendix) Central government revenue shock, as a profile
of Member States, Germany, Sweden, Romania, Belgium, the Netherlands, as a group, Malta and
Austria, France and Ireland. It is possible to note that there are not common scenarios for all
Member State, but as indicate before, it is possible identify some trajectories involving only a
few groups of Member States. The European Union, need a new relationship between the
government, real economy, companies and finance, institutions, civil society; We cannot call it,
as it is being suggested (von der Leyen, 2019), need for a new social contract, but also in this one
perspective, it is necessary to carry out an orderly confrontation and create a constructive
dialogue. A new relationship is essential in Europe as well. Each country must use the resources
made available by the European institutions in a pragmatic, transparent and above all effective
way. European funds can never be free: the European debt is the debt of each and all Member
States, will always contribute significantly to the financing of initiatives, because they are the
third largest economy in the world. Only a common action, strong and coordinated, it will be
able to protect and help relaunch capacity of production and utilization throughout the European
economic system.
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CONCLUSION

The large fund allocated will not produce, until 2022cthe expected benefit. Member
States that had both economic and social leadership prior to the pandemic, to achieve other levels
of inputs, strategic economic sector development and revenues, in 2022. In most Member States,
the pre-pandemic difficulties have become more acute and the establishment of new values in
terms of PSV is quite difficult to realize in considering the period. In long run may possible, also
if this is not an objective of the paper and may be a weakness of this work, but the reliability of
the projection in a complex phase such as this cannot go further the three years. It is vital to
rethink in depth the productive, economic and fiscal structure, which also takes into account a
social protection system. Policies, reforms and behaviors that bring us back to growth rates
before the pandemic, with sustained, broad-based and balanced support, would also help to
maintain easing conditions on financial markets, the reduction of the average debt burden and the
promotion of a gradual rebalancing of public finances. The uncertainty surrounding the return of
the virus - COVID-19 - over the coming months raises the risk of loss of social value (de Souza
Silva et al., 2020), work and taxation in the European Union. The weaker states, most of which
constitute the Union, despite the impressive disbursement of investments, are not coping with the
short-term crisis as our study shows. This lack of results can also weaken long-term social and
economic policy decisions to construct Europe. The European macroeconomic scenario during
the Covid19 pandemic is an open question, and therefore in conclusion the output of discussion
linked to research results, suggest a stance whereby the transition must be seen as under constant
development and re-interpretation.
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