WE SHOULD COMPLEMENT OUR INVESTMENTS WITH REFORM
ENGAGEMENTS!
“We are interested in doing more in Macedonia, in helping the country unlock its full economic potential.
[W]e are ready to intensify our dialogue on reforms in Macedonia, as well as with the other countries in
which we operate, in order to support reforms and help avoid failures.” This is a statement by EBRD Vice
President Philippe Le Houérou in his exclusive interview with the Kapital. He also discusses the Bank’s
engagement in Macedonia and the region and future perspectives.

Mr. Philippe Le Houérou has been EBRD Vice President for six months. He is responsible for
the coordination of strategies, policies and initiatives supporting the Bank’s transition
mandate. He is also responsible for the mobilisation and management of donor funds and for
the EBRD’s engagement with key external organisations and stakeholders. Before joining the
EBRD team, Le Houérou held the office of World Bank Vice President for South Asia, and
before that he had served a long term as Regional Vice President for Europe and Central Asia
of this bank.
This is Mr. Le Houérou’s first visit to Macedonia since assuming this office and he
participated in the Meeting of Ministers of Foreign Affairs of Member States of the Central
European Initiative (CEI).
We talked with Mr. Le Houérou about the activities of the EBRD in the region and in
Macedonia, the perspectives, as well as about the potential consequences that the country
could face owing to the current political crisis it is going through.
1. Mr. Le Houérou, what do you think of the debate at the Meeting of Ministers of
Foreign Affairs of Member States of the Central European Initiative (CEI) held in
Ohrid? What do you think of the CEI?
Considering the diversity of the debate and the diversity of CEI member states, one of the
most powerful messages discussed among all CEI member states is the one of strong support
for regional cooperation.
The CEI was one of the pioneers in regional cooperation and remains an important forum for
promoting integration at the political, economic and cultural levels. Today, of course, there
are many different regional structures and initiatives. Sometimes they can intersect.
Nevertheless, intensity and diversity in regional cooperation, in my opinion, contributes to
regional stability in its own way.
The EBRD has long cooperation with the CEI and also has its CEI Trust Fund, which
provides funding for technical cooperation to countries that are not EU member states but are
part of the Central European Initiative (CEI). Since its establishment, grants from the CEI
Fund of the EBRD worth 40 million euros have supported over 2.5 billion euros of our
investments. It is easy to calculate how much that is with the multiplier effect, but the
importance of our cooperation lies in the deeper influence on the quality of the transition of
the CEI region.
2. How does the EBRD see the present situation regarding regional cooperation in the
Western Balkans and what is the role of the Bank here?

Regional cooperation defuses tension and strengthens regional stability, which, in turn, is a
precondition for sustainable development and brings various practical benefits for the
countries involved in the cooperation – from increased flow of goods and services to
strengthening the competitiveness of the relatively small economies. The EBRD, which is one
of the largest institutional investors in all of these Western Balkan countries, has always been
a strong supporter of regional cooperation in this region. We are proud to have contributed to
the launching of what is today called the Western Balkan Six. At our office in London, we
have organised a high-level regional investment forum which brought together in one place
for the first time all Prime Ministers of the Western Balkan countries, as well as hundreds of
current and potential foreign investors. We have successfully promoted the entire region as an
attractive investment destination and invested in increasing the seriousness of the dialogue on
priorities and regional policy coordination.
At the heart of all debates held at the EBRD forum was facilitating regional connectivity:
physical transport and regional connections; cross-border projects in the private sector that
promote development towards real regional market; and joining of co-financiers for the
purpose of further improving existent regional investments. As we promised regional leaders,
we also want to host the next conference, Promotion of Investments in the Western Balkans,
at our offices in London at the beginning of 2016.
3. What do you make of the economic situation in the Western Balkans?
Western Balkan economies are still facing many challenges. Countries of this region lag
behind owing to the small markets. They have difficulties in raising finances (especially small
and medium enterprises) and are facing constant problems in the business environment, such
as the grey market and weak institutions. Still, we see an opportunity for relative growth
compared to 2014, as well as further improvements in 2016. In the medium term, this region
has a potential to grow faster and thus close the prosperity gap with the rest of Europe.
However, this will be done only by implementing economic reforms and deepening regional
integration. The momentum we have witnessed in recent years for improving regional
cooperation can bring real and long-term benefits, not only through improved cross-border
infrastructure and trade relations, but also by promoting the region as a whole as an attractive
foreign investment destination.
4. You have been EBRD Vice President since January 2015. Can we expect changes with
respect to the EBRD’s engagement in the countries where it operates?
Yes, of course. As you know, our mission is to help countries build a more competitive and
more dynamic private sector. Our primary goal to achieve this in the past 25 years was based
on project-by-project investment. We have excellent results of which we are proud in terms of
investments, and in the first years many of the countries made large steps forward with regard
to transforming and opening economies. This tells а success story. But in the past several
years, while we have continued making successful investments, it can be seen that the reform
momentum has slowed and even stagnated in many of the countries where we operate. That is
why we think that this project-by-project approach does not suffice. We should complement
our investments with reform engagements. In the present climate, reaching a higher level of
growth and attracting foreign and domestic finances necessitates that countries eliminate
difficulties by implementing third- and fourth-generation reforms. Some of these reforms are
related to things of which the EBRD has vast knowledge – good investment legislation,
development of local capital markets, transparent public procurement, commercialising public
goods… The list goes on. I sat on the vice presidential chair in order to create conditions for
the EBRD to commit in a meaningful and structural way, with regard to these policies, in
these countries, in order to help them open the way to investments, growth and further reform
progress.

5. Macedonia is ranked excellently for its economic reforms in several international
reports, such as the Doing Business Report. But, at the same time, for almost an entire
year, Macedonia has been facing a political crisis. How will this affect the EBRD’s
decisions on allocating funds to Macedonia and supporting projects of potential interest
to the Bank?
Macedonia can be proud of its achievements in many areas, including the improvements in
the investment climate and attracting foreign direct investments. It is not a coincidence that at
the EBRD’s 2014 Western Balkans Investment Forum, which I mentioned earlier, we invited
representatives from Macedonia to share the good practices with their neighbours in this
respect. And it is correct that the country has high grades in the World Bank’s Doing Business
Report – I also know this as a former World Bank Vice President. There are many challenges
that the country is still facing. Many of them are shared by the other Western Balkan
countries, such as the rule of law and the civil service. We genuinely hope that the country
and its political leaders will succeed in overcoming the current political crisis and prevent
escalation of the situation, which can tarnish the state’s image as an investment destination.
The EBRD is intensively involved in various projects in Macedonia, both in the public and in
the private sector. And, as I have already mentioned, we are ready to intensify our dialogue on
reforms with Macedonia, as well as with all other countries in which we operate, in order to
support reforms and help avoid failures.
6. What are the EBRD’s priorities in Macedonia and what else can we expect from the
Bank in the near future?
We had a very good year in Macedonia in 2014. We invested 252 million euros in various
sectors of the economy, including infrastructural projects from the Corridor 8 railway and the
construction of the central road infrastructure, which is vital to regional integration, which is
our priority in Macedonia.
Building a strong private sector by supporting the growth of small and medium enterprises is
another priority for us. This year, for the first time in Macedonia, we will offer credit lines
through local banks, aimed to support women-led enterprises, which is part of the EBRD’s
wider business framework for supporting Women in Business in the Western Balkans.
We will also work on better supporting the expansion of private crediting, especially in the
sectors with high growth potential, such as agribusiness or handcraftsmanship, while the
investments in clean energy and cleaner environment are also of interest. Our 2015 portfolio
also includes the electric power transmission interconnection between Macedonia and
Albania and the second stage of the state road project.
We are interested in working more in Macedonia in order to help the country unlock its full
economic potential.

