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The NFF Annual Forum, organized in Du-
brovnik, Croatia, on 8 - 9 October 2024, ex-
plored a range of issues clustered around
the theme: Business Strategies in a Geopo-
litically Dynamic World. Array of high level
keynote speakers and panelists, coming
from business, politics, diplomatic and
think-thank domains, provided insightful
views from various angles.

Key topics discussed were: 1) Leverag-
ing innovation for Europe’s competitive-
ness; 2) Impact of geopolitical dynamics
on business decision making in 2025; 3)
Three Seas Initiative (3SI) — what’s next
before the Polish summit in 2025; 4) Euro-
pean competitiveness and the investment
landscape in Central and Eastern Europe.

Through special presentations additional
themes were addressed: a) Thinking Eu-
rope anew — insights from the Warsaw Se-
curity Forum; b) Digitalization and usage
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of internet; c) Geopolitics of food; d) Sus-
tainability as a business driver - maximiz-
ing both purpose and profit. The Annual
Forum, though panel discussions, was fo-
cused on global and regional security (with
particular emphasis of the war in Ukraine),
economic relations, leadership, business
opportunities and cooperation between
Europe and the United States. Also, eco-
nomic competitiveness and capital market
development in Europe were addressed,
with the focus on Central and Eastern Eu-
rope and in comparison to the U.S..

Two pivotal documents issued in Septem-
ber were used to frame the NFF discussion:
Mario Dragi’s Report The Future of Europe-
an Competitiveness, and the United Nations
Pact for the Future, Global Digit Compact,
and Declaration on Future Generations. Both
documents merit further discussion, as they
represent a valuable contribution to in-depth
consideration of current global and European
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problems and can serve as an important ba-
sis for further analysis in the decision-making
process.

Europe is caught in a “stability trap” — while
it is acknowledging and taking very serious-
ly threats embodied in the policies of Russia
and China, its practical response has not ful-
ly matched the urgency of the situation yet.
Europe is still not keeping pace with emerg-
ing challenges, though time is not on her
side. Nevertheless, within the EU the need for
strong investments in defense sector has been
recognised and is turning into action. This is
well reflected through the Polish example - Po-
land is positioning itself as a central actor in
European defense, on a track to become NA-
TO’s third largest army (after US and Turkey).
Poland is allocating 4.2% of its GDP in 2024,
with plans to increase it to 4.7% in 2025. This
proactive defense strategy is a direct response
to growing regional threats, notably from Rus-
sia. At the same time, in expanding and refin-
ing Europe’s defense capabilities, other global
security threats should be taken into account
aswell.

Current global landscape is going through
polycrisis, where multiple crises converge and
influence of non-Western powers is on a con-
stant rise. World order is fragmenting, with
changing dynamics of global power. Ability to
adapt quickly to new realities and readjusting
strategies is becoming the new norm for main-
taining global relevance and survival. As one of
the panelists notably emphasized: We cannot
always direct the winds, but we can adjust the
sails. Over-reliance on non-European partners
poses risks, regardless of the strength and
quality of trans-Atlantic partnership. In ad-
dressing security challenges Europe has to be
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willing and able to take decisive actions, free
from complacency. Europe has to develop its
security future in two mutually complementa-
ry directions, but not necessarily inseparable.
One is further strengthening of the Trans-At-
lantic partnership, and the other is developing
abilities to protect itself on her own.

+ Strengthen the European pillar within
NATO, thus enabling Europe to stand on
its own.

» Europe hasto assert itself as a global ac-
tor, acting when possible in concert with
US leadership, and alone when need be.

War in Ukraine has brought significant chang-
es to the global economy and military strate-
gies. Role of smaller drones, used by Ukrainian
soldiers and volunteers, have proven to be high-
ly disruptive to traditional warfare methods.
This profoundly changes establish algorithms
on the battlefield and redirects military invest-
ments. Good example of that is Ukraine’s suc-
cess in crippling the Russian navy in the Black
Sea - it was accomplished without a single
Ukrainian navy vessel, but through the usage
of drones. This raises fundamental questions
about the future of defense strategies and mil-
itary spending. Energy security is an insepara-
ble part of the security equation, as an integral
component of Europe’s defense strategy, with
particular emphasis on securing Europe’s en-
ergy independence from Russia.

Technological advancements containing
enormous and untested potential. Digital and
emerging technologies, including Artificial
intelligence (AI), play a significant role as en-
ablers of development and are dramatically
changing our world. AI can also be a serious
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threat — from weapons systems to generat-
ing sophisticated disinformation and hate
speech, manipulating democratic processes,
and amplifying risks in regards to the personal
data protection and privacy norms. In Europe
regulatory frameworks are sometimes curbing
EU’s innovation potential and ability to un-
leash its talents. Research must become the
core priority and consequently better funded.
Europe is having a difficult time keeping up
with this pace, and is still slow in recognizing
and seizing the opportunities brought by the
new technological age. The EU is more regulat-
ing than innovating, thus exposing itself to the
biggest peril: risk to miss the right opportunity.

+  Unlock innovative potential of Europe

+  Accelerate Europe’s digital skills
transformation

*  Seize transformative opportunities

Food is not just a humanity’s fundamental
need but a strategic geopolitical factor as well.
Problems related to food security, sufficien-
cy of food production and food affordability
can have a profound impact on the political
situation in a certain country or a region, and
when multiplied the impact may become
global. Around 750 million people worldwide
faced hunger in 2023, while 2,3 billion people
did not have regular access to adequate food.
Combined, this makes more than a third of the
world population. The EU and Europe in gen-
eral, although having robust agricultural poli-
cies, welfare systems and lower hunger rates,
are also affected with food insecurity. Hunger
is a source of the most severe crises, especial-
ly in developing regions of the world, where
poverty, conflict, and environmental issues are
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dominant factors creating instability and un-
predictability. Multilateral arrangements and
relations among states are gradually giving
way to the individual interests of every state, as
a predominant factor in new relations regard-
ing food safety.

Even Europe, with the highest food security
rate and proven quality of food and diet, is not
free of food insecurity. Combined effects of the
Covid pandemic and related recovery, as well
as the aggression on Ukraine and the climate
change, resulted with the disruption of supply
chains in global trade and surge in food pric-
es. Today, agriculture and food security are
among the top issues across the European
political landscape. In the approach to food
security, the pivotal point of departure must be
that for the growing number of families this is
the most important issue. EU’s Common Ag-
ricultural Policy (CAP) rules remains a pivotal
instrument, but some adjustments are called
for due to the fact that direct payments provide
too much motivation to obtain land just for the
sake of subsidies collection.

Among the far reaching consequences of the
food crisis was the softening of some environ-
mentally related rules and regulations. Stra-
tegic green policies and food production are
becoming closely interconnected with food
accessibility and affordability. Global food
system contributes up to 25% to greenhouse
emission, yet it remains among sectors the
most vulnerable to climate change. Effects of
climate change on agriculture are uneven and
carry a huge geostrategic impact — low latitude
countries are the most exposed, while north-
ern countries may even benefit from it. There-
fore, although climate change brings huge
risks for long lasting patterns in agricultural
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production, it also might bring some far-reach-
ing new opportunities. Sound business strate-
gies should also explore the hidden benefits of
sustainable development goals.

NFF POLICY CONSIDERATIONS

« Improve efficiency in utilization and man-
agement of land, arable land in particular.

+ Increase investments in the logistics and
distribution systems, accompanied with
improvement of transportations infra-
structure.

«  Smartapplication of EU’s Common Agri-
cultural Policy (CAP) rules, accompanied
with creative ideas for the rural develop-
ment.

« Improve expertise and potentials to gain
knowledge required for modern and
sustainable family farming capable of
productive growth.
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Unpredictability hurts investments and im-
pedes economic growth, so shedding more
light on what might await us has become a
matter of necessity. Today we are able to see
the most remote corners of our galaxy, and be-
yond, yet often we are unable to predict what
will happen next week or a month in the world
we live in. With the era of geopolitical stability
gone and mushrooming political uncertain-
ties with a global impact, rising insecurity is be-
coming a threat not only to growth and stabili-
ty, but also to individual freedom. Rules-based
international order is less and less obeying
the rules, affecting not only domains of secu-
rity and policy, but equally of the economy. As
economic development and security go hand
in hand, the importance of security screening
for investments is more relevant than ever.

Mario Dragi’s report on the future of Europe-
an competitiveness was commissioned by the
European Commission and published in Sep-
tember. The report stressed the need for Eu-
rope to achieve greater strategic autonomy and
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reduce its dependence on external powers.
The controversial part of the report involves
funding—many member states are hesitant
about common funding, but the report sug-
gests that the EU must find ways to finance
its initiatives to remain globally competitive.
Productivity gap between Europe and the U.S.
is widening and cannot be closed without
deep changes based on bold solutions in the
fields of education, research and innovation.

Real investments go where new and promis-
ing innovations are, accompanied with ad-
equate skill-sets for harvesting them. EU’s
sovereignty in strategic sectors is still small,
thus amplifying Europe’s vulnerability on the
global stage. While time efficiency in the leg-
islative process is crucial, there is a noticeable
disparity between the volume of legislation
and its effectiveness, including the excessive
time required for the legislative processes.

«  Bring competitiveness and efficiency at
the forefront of political attention.

*  Build human resources capable to quickly
and efficiently adjust to new circumstances

Among major challenges facing Europe one
can include the lack of strong leaders capable
of representing Europe on the global stage. The
EU needs more figures who can work efficient-
ly and confidently with other global powers
such as the U.S. and China. The new mandate
of the European Commission and the Europe-
an Parliament, for the period until 2029, is the
opportunity both for consolidating European
policies and corresponding reforms, as well as
for profiling European leaders who will be able
to cope with all the dangers and realities of
the EU neighbourhood and the global world.
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China’s investments and influence in the CEE
are providing both the opportunities and risks.
While acknowledging China’s presence, in Eu-
rope emphasis remains on the importance of
maintaining strong Trans-Atlantic ties. Con-
sidering China’s global relevance and power
it is more important than ever to develop deep
knowledge of the country, not only its politics
but its people, habits and mentality as well.

Three pillars crucial for Central and Eastern
Europe’s development are energy, transporta-
tion, and digitalization. The Three Seas Initia-
tive (3SI) fully corresponds with these goals,
starting with the transportation infrastructure
as a backbone of European security and resil-
ience. In assessing and addressing key securi-
ty and geopolitical challenges in Central and
Eastern Europe, especially in light of Russian
aggression against Ukraine, revitalizing the
3SI stands out. The future of Europe in the
next decade shall be largely decided in the tri-
angle surrounded by the Baltic, Adriatic and
the Black Sea. In this regard the importance of
strategic transportations lines (like Rail Balti-
ca, Rail-2-Sea or Via Carpatia), that could sup-
port and increase military mobility, especially
comes to mind.

A particular attention should be given to the
Danube river and to its full operationalisation
as amajor 3SI transportation corridor. Also the
Black Sea has a special regime to the ongoing
conflict and it should be always put forward on
any international agenda as it is a key element
of the 3SI connection with the Middle Corridor
(for instance) as well as an area rich in energy
resources. Adriatic deep-sea ports, Croatian
port of Rijeka in particular, are also growing in
importance in this regard.
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Energy security is another key area where the
3SI can play a role in ending dependence on
Russian energy resources and spurring the
diversification efforts, developing domestic
energy capabilities and infrastructure. For that
purpose, nuclear energy may play a key role
and the completion of a first Small Modular
Reactor (SMR) project in the region is essen-
tial. For instance, Romania has all the prereq-
uisites for the first development of SMRs in the
region and can become a hub for this new tech-
nology in the 3SL.

The upcoming summit in Poland represents
an important opportunity to announce new
initiatives and set the stage for the 3SI future
development. The fact that the 3SIis largelyled
by presidents in states where executive power
is mostly in Prime-ministerial hands, is limit-
ing its scope and efficiency and this issue also
merits thorough debate.
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«  Establish permanent 3SI secretariat (with
a permanent seat), with a main goal to
provide better coordination and continui-
ty between summits.

+ Increase the governmental role in the 3SI
and introduce ministerial format for some
meetings

* Reconfigure the 3SI goals against the
background of new geopolitical realities
and priorities and increase the national

commitments

+ Raise thevisibility of the 3SI and align it
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with EU and NATO strategies, ensuring
that the Initiative remains firmly an-
chored within the Euro-Atlantic frame-
work.

» Increase the scientific cooperation of the
3SI participating states

+ Secure funding through an innovation
fund backed by the European Investment
Bank

+ Increase the complementarity between
3SIand Bucharest 9 (B9). Security and
economic development should go hand
inhand.

+  3SIshould enlarge also with new partici-
pating states from Northern Europe.

Europe lags behind the U.S. in capital market
development, innovation and stock market
participation. Central and Eastern European
countries like Poland and Croatia have made
progress but need stronger capital markets
to sustain growth. The U.S. has a much larger
share of global market capitalization (60% vs
10% for Europe) and larger investment funds
(over 40 U.S. funds with over $5 billion assets
under management, in comparison with only
5 in Europe with over $1 billion). This has led
to U.S. investors being able to more easily and
efficiently invest in U.S. stocks compared to Eu-
ropean stock. In the U.S. 60% of bank account
holders invest in the stock and equity market;
in the EU France leads with 16% of such invest-
ment. The EU must incentivize investments,
using better its tax and educational systems.

In the U.S. techno-market is driving wealth; EU
has wealth, but it is not in the driver’s seat. Era
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of cheap labor in CEE Europe is over, which
significantly changes business, development
and demographic algorithms. There is a need
for EU-wide market integration, regulatory
harmonization, and a shift in investor mind-
set to encourage more retail participation.
Developing pension funds and fostering re-
gional stock market integration are essential
for boosting competitiveness in the region.
In this regard securing sufficient domestic
sources of capital and investment to support
industry stand out in particular. The issue of
political interference and lack of stability in
national stock exchanges is a cause for con-
cern and should be addressed appropriately.
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» Reduce reliance on cheap imports and
outsourcing to build up domestic manu-
facturing capacity.
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« Protect strategic industries like high-tech
and defense to avoid losing manufactur-
ing capabilities.

+  Overcoming risk aversion and mistrust
of financial markets among European
investors

» Establish a true Capital Markets Union
with harmonized rules, regulations, and
tax regimes across the EU

+ Incentivize and educate European in-
vestors, both institutional and retail, to
increase participation in equity markets

» Develop national-level policies and initia-
tives to build up domestic capital pools,
like pension funds and tax-advantaged
investment accounts

Facilitation of cross-border investments and
trading through measures like single access
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points to major EU economies emerges as the
imperative for Europe to close the gap with the
U.S.. It is important to encourage the growth
of large, globally competitive European com-
panies and investment funds. This should be
accompanied with the development of na-
tional strategies for capital market develop-
ment, and introduction of tax incentives for
long-term savings and investment vehicles.

« Improve financial education and promote
equity culture among retail investors

+  Explore regional stock market integration
opportunities in Central and Eastern
Europe

With strong macroeconomic data and steady
improvement of credit rating, Croatia is steadi-
ly strengthening its presence on the European
and world markets. However, there are still ob-
stacles that do not originate in Croatia.

A telling example of this is the issue of double
taxation between Croatia and the U.S.. It is cru-
cial forimproving and advancing further trade,
economic and fiscal relations between two
countries. Without a formal agreement to ad-
dress double taxation, it remains challenging
for Croatian businesses to effectively operate
in the U.S. - therefore, this problem should be
put on the very top of the bilateral problem’s
list.

Special thanks to all NFF Trustees and Sponsors
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