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Introduction
The COVID-19 pandemic and its health implications have prompted governments
in the Western Mediterranean to take severe measures to curtail socioeconomic
activities over the last months. Measures such as implementing partial and
complete lockdowns, curfews, mobility restrictions, and closure of businesses
have led to a severe economic crisis and has put under a serious pressure
businesses and households across the Mediterranean region. The unprecedented
economic recession has confronted them with substantial losses of revenues
hardly compensated by the relief measures launched by governments.
In this context, access to finance is more than ever crucial to help vulnerable
groups get through these difficult times. However, the level of access to and use
of financial services in Southern and Eastern Mediterranean countries is still among
the lowest worldwide. Due to the lack of financial inclusion and the widespread
informal economy, measures to alleviate the pressure suffered by these groups,
such as direct cash transfers,
social

programmes,

loans,

credit guarantees, and other
measures

implemented

by

governments to keep the
economy and the society afloat
are prone to miss their target.
This is why financial inclusion
remains crucial to form an
integral part of the response to
the COVID-19 crisis.
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With the aim to provide a space to discuss the crucial issue of financial inclusion
in the COVID-19 context, the MED Confederation held a webinar untitled
“Financial Inclusion in a post-Covid-19 Mediterranean: Challenges and
Opportunities” on 9 December 2020. The event, which was organised by the
General Secretariat of the alliance hosted by the European Institute of the
Mediterranean (IEMed), was the first public event of the MED Confederation
addressing the crucial topic of financial inclusion in the Mediterranean. The
webinar was conceived as a preparatory event for the 2021 Annual Conference
of the MED Confederation, which adopted the issue of financial inclusion as
its main working area for the upcoming years. As pointed out in the webinar by
the participants, the MED Confederation, as a unique platform which aims to
promote socioeconomic cooperation in the region, finds itself in a unique
position to contribute to financial inclusion in the region by sharing knowledge
and strengthening the dialogue between key regional stakeholders.
The webinar offered a space to debate the challenges that the COVID-19
situation has created for the financial inclusion of individuals and businesses in
the region, and to address the opportunities highlighted by the pandemic to
reduce financial exclusion in the Mediterranean. These challenges and
opportunities of the post-COVID-19 financial inclusion in the region were
debated by Senén Florensa (President of the Executive Committee of the
IEMed), Chris de Noose (President of the MED Confederation and Director
of the World Savings and Retail Banking Institute and the European Savings
and Retail Banking Group), Ferid Belhaj (Vice President for Middle East and
North Africa at the World Bank Group), Jaloul Ayed (President of Honour of
the MED Confederation and former Minister of Finance of Tunisia), Philippe
de Fontaine Vive (Director General of the Compagnie Financière Richelieu
and Honorary Vice-President of the European Investment Bank), Ibrahim El
Badawi (Managing Director, of the Economic Research Forum and President
of the Forum Euro-méditerranéen des Instituts de Science Economique,
FEMISE), Rym Ayadi (Founder and President of the Euro-Mediterranean
Economists Association, EMEA), and Essma Ben Hamida (Co-Founder and
Board Member of Enda Tamweel).
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Following an introduction on the socio-economic impacts of the COVID-19
pandemic on vulnerable households and businesses, participants analysed the
key role that access to finance plays in promoting economic development and
reducing poverty and exclusion. At the same time, speakers put forward the
existing digital financial gaps in the region and underlined the need to advance
towards new forms of digital financial services to promote financial inclusion in
the eastern and southern Mediterranean countries. Their reflections and
recommendations are incorporated in this report summarising the discussions
and outcomes of this thematic webinar held by MED Confederation.
Financial inclusion in the Mediterranean region: state of play and impacts
of the COVID-19 pandemic
As noted by the speakers, MSMEs represent the backbone of the economies
of the Mediterranean countries and one of the strongest drivers of economic
development, innovation and employment. Nevertheless, businesses’ growth,
competitiveness and resilience are hindered by difficult access to finance.
According to a participant, domestic credit to private sector is only up to 57%
of GDP in the region and the numbers of total bank lending for SMEs accounts
for 7% (lowest level worldwide). These figures give an idea on the low level of
financial inclusion and the great potential for improvement in the North African
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and Middle Eastern (MENA) region. Moreover, it was stressed that financial
inclusion is not being equally achieved in the region, with some disparities
between countries, economic sectors and segments of society which are to be
understood and addressed.
This situation has been aggravated by the current COVID-19 pandemic which
has erected even more barriers to SMEs to access to financial services at a
time when they are most needed. Indeed, as speakers underlined, both the
sharp drop in demand and the temporary shutdown of economic activities have
caught businesses in a critical financial situation. According to a participant,
the pandemic has hit the most vulnerable population, worsening the feminization
of poverty in some countries such as in Tunisia, while having a huge impact on
some key sectors for the economy of the region, especially the transport,
tourism, handicrafts and catering sectors, which are traditionally in demand of
micro-finance.

In this context, the role of governments has been key to support vulnerable
MSMEs and households through different fiscal policy measures ranging from
social protection packages, subsidies, credit guarantees, cash assistance or
funding facilities. However, the reach of such policies has been conditional on
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the access of these groups to financial services. Yet, as previously underlined,
an important share of MSMEs in the southern and eastern Mediterranean
countries operate in the informal economy and lack access to credit. In light of
these circumstances, strengthening financial inclusion and integrating the
informal economy in the region remains crucial to increase the resilience of
vulnerable groups and businesses that have been hardest hit by the socioeconomic effects of the pandemic, while boosting economic development,
decent employment and reducing poverty.
Opportunities to financial inclusion in the region: digitalisation as an
accelerator
The speakers pointed out that innovations brought by digitalisation in the area
of finance could be a game changer in the new post-COVID-19 scenario, both
by reducing some of the constraints on bank lending and by opening access
to new and affordable financial resources to vulnerable and unbanked groups.
Digital financial services are indeed innovative tools that can help advance
financial inclusion in the region in the short and medium terms, specifically by
overcoming certain challenges such as the limited competition in the banking
sector, informal economy and youth unemployment.
Some participants acknowledged that the lockdown measures implemented
during the COVID-19 pandemic have paved the way to the establishment of
digital payment ecosystems in some countries of the Southern Mediterranean.
A participant mentioned for instance that the central banks of Egypt, Tunisia
and Morocco deployed digital payment schemes for social protection services
to reach a wider array of citizens during these past months. This agenda will be
put forward by international financial institutions such as the World Bank Group,
because the pandemic shows that countries that have succeeded in developing
digital financial inclusion and channelling have been much more resilient in face
of the socio-economic impacts of the COVID-19 crisis.
Likewise, fintech start-ups are blossoming in the MENA region (raising from
$100 million in funding in the past decade to over $24 million alone in 2017)
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thanks to efforts made by a number of countries to provide a more enabling
environment. They entered the financial market to challenge the status quo
by offering customers alternatives such as mobile payment services and
facilitating access to financial products at a lesser cost. Consequently, some
participants highlighted the need to invest in digital infrastructures and
services such as e-wallets to advance towards a more digitalised banking
and financial sector. New digital economies can contribute to help close part
of the MSME’s finance gap by enabling smaller firms to tap into alternative
credit and financial sources thanks to data of their digital footprint. At the
same time, participants agreed that digital payments and financial services can
help youth in the region access financial resources to build their job skills, thus
enhancing access to the job market.
Challenges to financial inclusion in the Mediterranean region
The very low penetration of digital financial services such as digital payment
systems in countries of the South and East of the Mediterranean is considerably
hindering their role in enhancing financial inclusion. A number of participants
highlighted some of the factors underlying this detrimental state of affairs,
including the lack of financial development, the lack of public investment and
political will, as well as the resistances from the banking sector and cash
transactions lobbies. Technologically, solutions exist, however, the digital
penetration in the financial sector is indeed still poor due to the lack of interest
from the banking sector in micro-finance and mobile payments, which are
perceived as threats to their traditional services.
Therefore, it was stressed that the contestability of markets should be enhanced
to advance financial inclusion in the region. According to a participant,
monopolies take over large segments of the financial sector by hindering any
real possibility of competition from other companies, thus constraining job
creation and innovation in this sector.
This is why active policies and support from the governmental institutions and
the banking sector are critical to advance towards a comprehensive digital
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financial inclusion. The role of central banks in regulating national digital financial
systems is crucial in this matter.
A speaker highlighted the need to update and adapt regulatory frameworks to
the fintech innovations, hand in hand with the deployment of new forms of digital
financial services. According to his opinion, legal and regulatory frameworks
should be as much flexible as possible to help innovative businesses and
MSMEs access the financial market. This is especially important given that
these start-ups are primarily led by a youth which is craving for opportunities to
contribute to the socio-economic development of their home countries.
Speakers also warned that further efforts should be deployed, especially by
central banks, to foster and expand financial education within the context of the
development of digital financial services. The need to educate the households and
entrepreneurs on these new available technological services, their advantages but
also their risks (over-indebtedness, cybersecurity), is considered a priority measure
in order to fully take advantage of the potential digital financial services and
initiatives have to offer. Financial literacy and digital financial education are indeed
key to advance financial inclusion.

Conclusions
Throughout the webinar, the speakers reiterated that the current economic crisis
due to the COVID-19 pandemic represents a turning point in the Southern and
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Eastern Mediterranean region. The socio-economic effects of this pandemic, with
consequences yet to be fully acknowledged, has put under serious financial and
economic constraints to hundreds of vulnerable SMEs and households. Moreover,
widespread informal economy in the region made them even more vulnerable in
times of crisis, with informal businesses and workers, especially the youth and
women, falling off the radar of relief and welfare benefits policies.
However, the COVID-19 pandemic, accompanied by its “social distancing”
imperatives, has also spurred the acceleration of the processes of digitalisation,
opening promising perspectives to widen financial inclusion through digital means.
In this context, access to finance remains crucial to help businesses and individuals
cope with the severe effects of the pandemic while increasing their resilience in
the face of future economic adversities. Advancing towards a comprehensive
financial inclusion in the region is indeed of outmost importance to boost economic
and sustainable development, reduce poverty, promote the creation of jobs and
enhance businesses’ growth and resilience.
In this regard, the speakers highlighted several key opportunities and challenges
that are likely to structure future policies for financial inclusion in the region. In this
context, cooperation between the banking sector and governmental authorities
will be more needed than ever to seize opportunities and overcome challenges. It
seems clear that making financial services accessible and affordable to all
segments of the economy by seizing the opportunity that new forms of digital
financial services offer shall be the roadmap to promote financial inclusion in the
Southern and Eastern Mediterranean countries.
Policy recommendations and key messages
• In order to promote financial inclusion in the Mediterranean region, seizing
the opportunities digital financial services offer will be essential to combat
financial exclusion and boost sustainable socio-economic development in
the region. However, deploying the digital financial services will be
conditional on policies to reduce of the digital divide in countries of the
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South and East of the Mediterranean.
• Central banks have a key role to play in establishing enabling
environments through the implementation of predictable, flexible, risksbased and fair regulatory framework which allow innovative actors of the
fintech (primarily led by the youth) to enter the financial market and challenge
the status quo.
• Countries of the South and East of the Mediterranean should accelerate the
deployment of digital payment schemes for social protection services
and make them accessible to all segments of the population, especially in
the context of the COVID-19 crisis.
• The banking sector across southern and eastern Mediterranean countries
should adapt to the new possibilities digital means put forward, specially by
easing the procedures to open a bank account online and promoting
the greater use of mobile digital wallets. Central banks should develop
the right incentives to break resistances to change from the banking sector
to invest in the field of digital financial products.
• Governments and financial authorities across southern and eastern
Mediterranean countries should ensure that new digital financial services
offer sufficient protection to customers and that all guarantees regarding
privacy law are respected.
• In the context of the current COVID-19 situation and the economic pressure
put on vulnerable MSMEs and households, public authorities should
facilitate access to innovative packages of financial services and
liquidity by reaching them through low-cost instruments.
• The use of digital financial services should be accompanied by public and
private initiatives promoting digital financial literacy to ensure that
customers are sufficiently skilled to process financial information and well
protected from misuses.
• The COVID-19 has hit harder vulnerable sectors such as women and
youngsters who have been excluded from welfare benefits policies due to
their lack of access to formal jobs. Therefore, public initiatives regarding
financial inclusion should include and promote specific gender-based
financial support policies.
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