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Foreword

Dear reader, you are holding Sitra’s foresight review, addressing key questions about
the future of the European Union. This review presents observations from Sitra’s EU
foresight process launched in the spring of 2025. The work is based on background
research by Sitra’s experts, and on discussions and interviews with stakeholders.

"We are living in a time of
hyper-rapid change, which
requires the ability to
perceive future
opportunities, otherwise
the turbulence will be

The review offers insights into key areas where the EU should focus, not only to endless.”

better navigate the present, but more importantly, to succeed in the future. The era of

passive and reactive approaches is over. We must be able to examine how different Veera Heinonen
developments and trends intensify and reinforce one another. We are living in an era Director, Foresight and Training
of rapid, transformative change, which calls for the strategic and visionary capacity to Sitra

identify future opportunities - otherwise, turbulence will persist.

This review approaches changes and key developments from broad and long-term
perspectives, looking ahead to 2035. As the international rules-based order
undergoes profound transformation, the building blocks of the future are either in free
fall or waiting to be seized.

The review is intended for experts, decision-makers, organisations, businesses, and
anyone with an interest in the European Union. Happy reading!
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Structure of the review

We begin by framing the review within the current societal and geopolitical
context. After this, we outline the review’s overall standpoints and the
methods used.

The third chapter summarises the analysis in a single illustrative picture.
Through this synthesis, we introduce pivotal opportunities and trends
shaping the future of the EU. This analysis covers the dimensions of
economy, people, well-being, nature, power, and technology. In addition to
highlighting present trends, we identify future-oriented developments and
processes, as well as legacies of the past and tensions that may hinder
change.

We also look further ahead: Which issues warrant greater attention? Which
ideas and opportunities should we seize to build a more desirable future?
And which uncertainties are tied to the forces of change? Profound renewal
also requires the courage to confront even the most challenging problems.

In the annexes, we have compiled a list of ongoing policy initiatives related
to the key themes of this foresight review.
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Approaches

Foresight is about shaping
and building the future

Foresight is not about predicting the
future, but about identifying and
exploring different possible pathways.
Foresight expands our understanding
of what the future might hold and
enables both visioning and, most
importantly, creating space for action
toward desirable futures. In other
words, foresight helps us recognise
alternative paths forward.

This foresight review explores
developments, identifies opportunities,
and provides actionable insights that
could influence the future of the EU,
ultimately helping to build the kind of
future we aspire to.

The bigger picture

In times of transformation, the need to
understand the bigger picture becomes
ever more important. That's why we
approach the topic from multiple
perspectives, using the PESTE
framework—examining power,
economy, technology, nature, and
people. We identify tensions between
these dimensions. How these tensions
are addressed will decisively influence
the course of the future. Using the
‘future triangle’ model, we outline key
opportunities Europe must seize to
remain a desirable place to live in
2035.

Visionary thinking

The EU is at a pivotal historical
moment and must take proactive steps
to shape its future. This demands
vision, foresight, and the courage to
turn ideas into concrete initiatives.

In addition to highlighting key
developments influencing the EU’s
future, this review offers perspectives
on the opportunities we could pursue
to help build the Europe of tomorrow.

SITRA



1. Context:
The EU’s decisive
moment in a time of
transformation is now
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“The shifting geopolitical landscape is forcing the EU to make decisions. This is not just
about adaptation, but also about how the EU can take an active role and strengthen its
position as a global actor. The EU possesses a unique kind of power in the world, and
that should not be underestimated.

Solutions to different crises can reinforce one another. It is crucial to recognise how
crises such as climate change, security, and the economy are interconnected, and how
addressing one can strengthen progress in others. Climate adaptation can no longer be
postponed, mitigation remains essential, but adaptation is now unavoidable. Markets are
beginning to understand the risks more clearly. For example, the insurance company
Allianz has stated that capitalism is on a path to self-destruction due to the climate crisis.
This raises an important question: what kind of new model do we need?

The pressure is coming from outside and it is global. This is why foresight is essential.
Current decision-making is too short-term. We must look beyond the election cycle, even
when it poses political challenges.”

Heidi Hautala,
former long-serving Member and Vice-President of the European Parliament

CONTEXT
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The crumbling of the rules-based world order pushes the EU to

reinvent itself

Sitra's foresight review of the transformation of the
security environment notes that the international
rules-based world order is being eroded. We are
moving from an era of cooperation to one of friction
and competition, where national interests are
pursued unilaterally, multilateral institutions are
weakening, and global decision-making is
increasingly fragmented.

This profound transformation of the Western security
architecture and the international geopolitical
landscape is pushing the EU to reinvent itself. The
playing field has changed, and the EU can no longer
remain a bystander or merely a finger-wagging
referee, while others engage in the game with new
rules.

In this era of friction, competition, and globally
growing authoritarian leadership, the EU must define
for itself and the world its core purpose and goals,
and how it intends to achieve them.

In this foresight review, we present our interpretations
of the ongoing transformation and the possible
trajectories of various intersecting trends. We explore
the future over a roughly 10-year horizon, looking
ahead to 2035.

We hope that various actors in Finland and across
Europe will develop their own interpretations,
challenge our views, and continue the discussion.

CONTEXT
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The EU and its member states must choose whether to remain in the
shadow of great power politics or be active shapers in the emerging

new world order

The EU is simultaneously facing multiple major
challenges: the resurgence of power politics, the
need for strategic autonomy, declining
competitiveness, a shifting security
environment, threats to the continuity of climate
policy, and questions surrounding enlargement.
These challenges must be tackled amid a rapidly
changing and unpredictable geopolitical
environment.

In recent years, the EU has often acted reactively,
lacking a clear vision of its role in the global order.
But the time for mere reaction is over. The ability
to define strategic directions is now essential. The
future must once again be actively built.

The EU is a multi-level actor, where small and large
member states and institutions constantly seek
balance. Finding a shared direction is often
undeniably difficult. Yet in today’s geopolitical reality,
compromises and collective action must be
achieved, one way or another. The EU’s success
depends on its ability to address major issues
and to find a sufficiently unified strategic course
of action.

The EU’s economic weight could also be
translated into political influence, if there is the
will to do so. Here, the member states play a
crucial role: in the end, they decide where the EU
can act, and where it cannot.

CONTEXT
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How is the EU positioned in relation to the rest of the world?

The United States and China are undeniably the
world’s leading powers in terms of economic
strength, technological advancement, and military
capability. Meanwhile, the BRICS countries are
rapidly catching up.

The United States remains the world’s largest
economy, with a clear military advantage. It continues
to lead in many technological fields, such as artificial
intelligence and semiconductors, even as China closes
the gap with a state-driven strategy focused on
technological self-sufficiency and industrial capacity.
While China’s global influence is growing, it remains
more limited compared to that of the United States. At
the same time, BRICS countries are developing
quickly and bringing their own interests into the mix.

From a quality-of-life perspective, the EU stands in a
league of its own: it is home to some of the world’s most
functional societies, highest levels of well-being, and
robust democracies.

EU member states perform exceptionally well in terms of
societal stability, safety, and livability compared to their
global peers. What most clearly sets the EU apart is its
commitment to democracy, open societies, and its
model of a social market economy, where the benefits
of prosperity are distributed relatively evenly.

By many measures, the EU is the best place in the
world to live. It is also one of the world’s largest
economic powers. However, the European model of
social well-being relies heavily on national-level policies,
and the long-term viability of those policies depends, in
part, on the EU’s success in economic and technological
development.

CONTEXT
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How does the EU compare to the United States

and China?

Strengths: The EU is the world’s largest
and highly developed internal market,
featuring functioning democracies,
social cohesion, a high level of
education, and innovation. It plays a
leading role in climate and technology
regulation.

Weaknesses: Economic growth is
sluggish, innovation capacity has
weakened, and competitiveness in the
global technology race is limited.

Strengths: The United States maintains
global military superiority, technological
and economic dominance, and a
historically strong appeal for talent and
immigration. Additionally, its market-
driven system enables rapid
responsiveness and high innovation
capability.

Weaknesses: The erosion of
democracy and deep societal divisions
weaken the country’s internal stability
and international credibility.

* :

x

Strengths: China’s population of 1.4
billion provides a significant scale
advantage. Strategic projects and rapid
decision-making remain feasible. It is a
rapidly emerging technological power with
growing influence in developing countries.

Weaknesses: The population is aging
and declining faster than anywhere else,
undermining long-term economic and
social sustainability. The authoritarian
government restricts civil liberties and
exercises extensive surveillance.

CONTEXT
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The EU: Home to the world's best societies

Indicator
Life expectancy

Human Development Index
(HDI) (UNDP, 2023)

Healthcare system

Income distribution (Gini
coefficient)

Level of education

Work-life balance

Environmental quality (air
pollution, nature)

Subjective happiness
(World Happiness Report
2024)

EU (average)
approx. 81 years

High/Very high (Finland,
Germany, France ~0.91)

Mostly public, broad access

approx. 30 (relatively equal)

High-quality, broad access to
higher education

Strong parental leave system
and labour laws

Improved, strict regulation

United States
approx. 77 years

"

Very high (~0.93)

Technologically advanced,
but expensive and unequal

approx. 41 (high inequality)

Broad but large quality
variation

Less protected, weak
parental leave

Varies from state to state,
challenges remain

Nordic countries lead globally, Average, but declining trend

average: high

China

approx. 78 years

Medium/high (~0.76)

Expanding, but regionally
uneven

approx. 38 (high inequality)

Rapidly growing, but focused
on urban areas

Family-oriented culture, but
limited social support

Serious problems, especially
in large cities

Low, but slight increase in
cities

CONTEXT
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The EU must shift its focus to the future

For the EU to be a strong actor in world
politics, defend its values, and leverage its
strengths, it must shift its focus to the
future. Progress should be made in defence,
economic growth, and technological
development, as well as in scaling up
investments and achieving tangible results in
the green transition and enlargement.

During this time of profound transformation, the
EU should lean on and further develop its
existing strengths. Individually, the member
states are small players, but together they are

more influential than their size suggests. The
EU possesses significant economic weight,
which it should be able to leverage more
effectively into political influence. Additionally,
the EU has the ability to operate on multiple
levels within a complex environment.

Our foresight review identifies one key
determinant of success: whether the EU can
uphold democracy and its founding values. In
this review, we also explore other perspectives
and contributions that could help guide the EU
from crises toward opportunities.

CONTEXT
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2. Futures analysis and
insights: from the weight
of the past toward the
future
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Analysis, interpretation and insights

In a world awash with information, we recognise above all the need for
clearer insights and visions. In this foresight review, we have therefore
emphasised not only the analysis of drivers of change, but also the
interpretation and vision of what these drivers could make possible for the
EU. From the elements of change at hand, we can build a desired future.

The analysis, interpretation and insights presented in this review are

based on Sitra’s strategic choices:

» Sitra strengthens well-being and economic growth within the
limits of nature’s carrying capacity. Our strategy forms the
foundation of the review’s analysis.

 We anticipate the developments that are important for the future
of Finland and help Finns utilise foresight information. The
foresight method used in this review is the Futures triangle.

« We seek new solutions and support societal innovations together
with our partners. The interpretations and insights presented serve
as starting points for discussion. We hope that these perspectives will
be challenged, further developed, and that they will open new
pathways and conversations concerning desired futures.

FUTURES ANALYSIS AND INTERPRETATION 15

EU experts from various sectors were
interviewed for this review.

They contribute observations and essential
insights regarding the necessary steps
forward. The list of interviewees can be
found at the end of the review.

“The best thing that could happen to the EU
would be the emergence of visionary thinking
and an awakening, so that we as the EU
could take the place offered to us.”

Markku Keindnen
Finland's Ambassador to the EU 2021-2025

SITRA
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Analysis: The futures triangle is used to
examine forces of change

The data, interviews and selected themes have been
analysed using the futures triangle method, which
considers not only ongoing changes and trends but also
ideas about the future.

Interpretation: Underlying assumptions influence
analysis
Our underlying assumptions, such as that there is no military

conflict in the EU or that the EU is not disintegrating, influence

the analysis and thus are reflected in the interpretations.

Insights: Towards a desired future
Based on the analysis, we have compiled insights into a

more desirable future and identified actionable steps forward.

Tensions: The future is shaped by colliding
forces

Building futures is not easy; actions are always subject
to tensions and conflicts, which may at times be
mutually exclusive.

Push of the
present

Ongoing change
processes, such as
economic and cultural
developments,
technological
innovations.

Pull of the
future

Ideas about the future,
visions, hopes, plans.

Possible future

\A A4

Weight of the past

Continuities, belief systems, worldviews, obstacles to change.

The Futures Triangle. Adapted from Inayatullah
2008.

FUTURES ANALYSIS AND INTERPRETATION 16
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An overview of the EU’s future
direction

In the midst of the EU’s operating environment, several simultaneous
developments are interlinked. On the following page, we highlight five key
areas that will shape the Union’s future direction.

The EU was established as a Single Market project. Economic issues, such
as the development of the Internal Market and trade policy, remain central
to its future. The changed security environment has brought issues of
power, such as the Union’s decision-making processes and defence,
sharply onto the agenda. The intensifying contest over the future is
increasingly taking place in the field of technology, while at the same time,
people’s expectations must be met without neglecting future generations.
Achieving the net-zero emissions target is particularly challenging amid
other crises yet remains essential.

There are interdependencies and tensions between the developments. This
is illustrated by the black circles in the overall picture on the following page,
which is an updated version of Sitra’s corresponding megatrends diagram.

Five transformations shaping the EU’s
future direction

ECONOMY: Unleashing the full potential
of the internal market by 2035

POWER: Reforming EU decision-making:
a choice between centralisation and
differentiated integration

NATURE: Net zero — challenging, but
necessary

PEOPLE: Support for the EU is strong,
but its ability to meet expectations will be
decisive

TECHNOLOGY: Value-driven technology
policy is key to sovereignty

Sitra has also explored the future of the EU in
collaboration with the Finnish Institute of
International Affairs in the foresight project ‘What
kind of EU do we want?’, as well as in the

publication “The EU in an Age of Crises’ by
Academy Research Fellow Timo Miettinen.
Both publications are available in Finnish.

B'i A VISION FOR THE FUTURE OF THE EU 18
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Values are climate crisis \

compromised in
conflicting situations

‘ Declining working-age
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PEOPLE

The EU enjoys high
support, but its
ability to meet

Acceleration of extreme
weather events and
ecological tipping points

NATURE

Net zero -
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but necessary

citizens’ _ _ Enlargement ECONOMY Internal tensions within the
EXPECtatIOHS will requires renewal EU over the green transition
be crucial Unleashing the
full potential of
Struggle between the Internal
POWER authoritarian and Self-sufficiency in

democratic forces Market by critical minerals
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Unleashing the full potential
of the Internal Market by 2035

A
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“The EU has long suffered from a kind of political paralysis, reminiscent of the
‘Eurosclerosis’ experienced in the 1970s. At that time, the situation began to
unravel with the signing of the Single European Act in 1986, which led to growth,
the deepening of the internal market, and also the leverage provided by the end
of the Cold War in Europe.

We know from the history of integration that it is easier to deepen cooperation
and integration when the economy is growing. However, the European Union's
economy has not grown dynamically for more than fifteen years. Without
economic growth, the EU will have difficulty reforming itself or even imagining a
new direction. That is why the best thing that could happen to the EU now is
sustainable, technologically ambitious, and competent economic growth. That is
what Europe needs most right now.”

Hiski Haukkala
Director, Finnish Institute of International Affairs

7\
%a ECONOMY
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Unleashing the full power of the world’s
largest Single Market by 2035

The European Union must reverse the course of its
economy. This can be achieved by unleashing the
full potential of the world’s largest Single Market
over the coming decade. The EU’s major projects,
such as fostering prosperity, ensuring sovereignty,
investing in defence and achieving net-zero emissions
by 2050, will only be possible if this is accomplished.

The EU’s Internal Market, with 450 million people, is
the largest in the world in terms of disposable
income and freedom of trade among its citizens. It
is now of the utmost importance to make full use of the
Internal Market. This transition has been outlined by
Enrico Letta and Mario Draghi in their 2024 reports.

Although the Internal Market was based on the four

@Q freedoms - free movement of goods, services, capital

and persons - integration is still incomplete. In new
areas such as energy, the digital economy and
financial markets, the common market remains
fragmented and faces significant regulatory and
policy barriers. The lack of innovation, in turn, is
slowing economic growth and the EU’s ability to act
effectively in the economy.

The deepening of the EU’s Internal Market is
hampered by several factors, such as political
conflicts and the reluctance of member states to
relinquish national regulatory powers. In addition,
progress is hindered by differences in countries'
economies, administration and legislation. Unleashing
the potential of the Single Market requires
compromises and difficult choices, yet it presents
enormous opportunities.

%Ii ECONOMY 22
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Unlocking the full potential of the Single Market by 2035

Push of the present

Growth is slowing in many EU countries due to weak
productivity, a shrinking labour force, population decline,
and a geopolitical situation that makes economic
developments uncertain.

As growth slows, the ability to invest in the sustainability
transition and finance welfare services weakens.
Increasing defence spending is also a major challenge
for EU economies.

As growth slows, productivity development becomes
increasingly important. New sources of growth are
being sought and achieving them is them is a key
priority.

The pressure to attract talent is increasing as the
European population ages and shrinks. At the same
time, immigration is a huge issue that divides the
political field. However, the world's largest internal
market requires people to maintain its position.

N

Pull of the future

Future growth will increasingly be driven by the digital
economy and the sustainability transition. Its focus may shift to
or from the EU, depending on the investment environment,
regulation, and technological competitiveness.

Geoeconomics emphasises economic resilience and its
importance for national security, which changes the operating
logic and division of labour in the international economy.

Weight of the past

Many areas related to the Internal Market, such as information
networks, health services or transport, are tied to national
interests in the short term.

Increasing common standards or cross-border tendering may be
met with resistance, as it is perceived as a threat to national
control and the democratic influence of citizens.

%li ECONOMY
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The most significant restrictions

The development of the Internal Market requires
a focus on the bigger picture, which may
necessitate compromising short-term national
interests. Above all, it raises questions of national
decision-making power and the extent to which
member states are prepared to transfer regulation
and steering powers to a common European
framework.

Attracting talent to the ageing EU is crucial in
terms of the ‘fifth freedom,’i.e. the success of
enhancing competence. The fifth freedom is a new
addition to the EU's previous freedoms: the free
movement of people, goods, services, and capital. At
the same time, immigration remains a major and
politically sensitive issue.

LA

State aid competition and the EU’s Internal
Market are often in conflict, creating tensions for
the development of the internal as national interests
come into play.

The European welfare state is in a tense
situation. The increase in defence spending raises
concerns about social and health care services and
education being overshadowed. Welfare policy is
both a national issue and an important balancer for
the legitimacy of the EU’s Internal Market. Without a
balance between social and economic sustainability,
the EU's coherent capacity to act will be
undermined.

%Ii ECONOMY
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Reforming EU decision-making:
a choice between centralisation
and differentiated integration

7N
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“The EU must take on the role of a “The ability to compromise has
stable adult amidst the turbulence of disappeared. This is a problem
global politics. A strong EU is a source for democratic decision-making.
of security in global competition. The Political culture must support
best thing that could happen would be both the capacity and the
a strengthening of the EU’s unity. This willingness to compromise.”
is of primary importance, as it enables
progress on other joint initiatives.” Tuija Brax,
Director of the Rule of Law
Minna Kivimaki, Centre, University of Helsinki
Permanent Secretary,
Ministry of Transport and
Communications
(A
O
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Towards more decentralised or centralised governance?

The EU’s decision-making is increasingly challenged
by intensifying power politics and ongoing crises. For
the first time in its history, the EU is being forced to
independently secure its position and safety. Ina
changing global order, the Union’s capacity to act—
its capacity and agility to make effective decisions—
ultimately defines its sovereignty.

The ability to develop decision-making processes
and maintain unity on major issues is a core question
for the EU’s future. Nevertheless, by global standards,
the EU’s pluralistic, multinational, and solution-oriented
decision-making processes and governing structures
have been a major democratic achievement.

In the current political climate, reforming EU decision-
making by opening the Treaties is difficult. However,
it is still possible to steer decision-making toward more
decentralised processes. This could take place through
differentiated integration and coalitions of member states.
The alternative would be to further strengthen centralised
decision-making.

In a more decentralised approach to decision-
making, lessons could be drawn from complexity

theories. Coalition-based decision-making processes,

grounded in differentiated integration, may be better
suited to a complex operating environment, provided that
strategic goals remain clear and ambitious. This
approach would foster diversity and multilevel
governance but would also pose challenges to questions
related to unity and integration achievements, such as
the Single Market.

A different path would be defined by stronger central
leadership which would entail transfer of decision-
making power to the Commission, and an increased use
of qualified majority voting. The current Commission has
already expanded its power, which has improved EU’s
capacity to act. At the same time, this has sparked
debate about democratic legitimacy and to the ordinary
leqgislative procedure.

27
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EU'S OPPORTUNITIES IN A TIME OF TRANSFORMATION

Towards more decentralised or centralised governance?

Push of the present

The current geopolitical environment and growing
transactionality have fundamentally challenged the rule-based
world order and its credibility.

The EU is facing pressure to reform its decision-making. The
EU provides a unique decision-making architecture and a
foundation for advancing supranational democratic
governance.

The global security situation is alarming and fragile. Within the
EU, there is a shared cross-party urge to strengthen defence.

The intensifying competition over resources, such as critical
technologies, will define future prosperity and economic
growth.

Von der Leyen’s Commission has already centralised power.

The competition between democratic and authoritarian forces
is shaping European elections and political shifts.

Significant potential remains untapped in building partnerships
both in the Global South and among Western allies.

Pull of the future

As a political culture, liberal democracy remains globally appealing.

There is great demand for political leadership, the ability to
compromise, and strategic agency.

By 2030, it is anticipated that the EU will have more than 30
member states. This will further complicate decision-making.
However, from a geopolitical perspective, successful enlargement
and integration processes are a necessity for the EU.

Weight of the past

Heavy institutions and slow decision-making, as well as a lack of
willingness to develop old structures, erode the EU’s ability to act.

Weak political mandates, an inability to compromise, and the pursuit
of populist gains at the expense of shared long-term interests make
joint decision-making difficult.

The failure to recognise the EU’s potential and uniqueness hampers
attempts at reform.
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Tensions

There is a tension between EU’s rules-based approach
and the growing global trend of transactionality. Can
the rules-based system, with the EU as part of it, maintain
its credibility in a world where more actors approach
politics through short-term interests and transactional
deals? In the meantime, the geopolitical environment is
becoming more challenging, and the EU is increasingly
being tested at its external borders.

The centralisation of power may be strategically
necessary, but it simultaneously weakens the Union’s
democratic legitimacy. A stronger Commission entails a
more politicised Commission, marking a shift from a
primarily technocratic actor to a more overtly political body.

Internally, the EU is more polarised than before, and
many governments have weak political mandates.
Challenging times call for the ability to compromise and for
unifying leadership. Yet populist leaders, whose popularity
has grown across Europe, exploit national crises,
undermining shared objectives and common ground.

From a union of peace to a union of defence? The
threat of war is pushing the EU towards militarisation.
However, in the long run, the most significant security
threat may come from within the EU itself. The Union’s
internal security environment has already deteriorated
significantly according to the 2025 Global Peace Index,
which measures the peacefulness of societies. A narrow
focus on defence risks may overlook slowly emerging
security threats, such as political and social exclusion and
growing inequality.

The EU struggles to follow its own rules. The EU’s
inability to uphold its norms in international law, difficulties
in implementing regulations, and the presence of double
standards in trade and development policy have
weakened its credibility globally but also in the eyes of its
own citizens. Furthermore, the Commission has reduced
oversight related to regulatory compliance, undermining
the Union’s internal effectiveness.
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“In 2019, the EU launched an unprecedentedly extensive and ambitious
Green Deal package. During von der Leyen’s first Commission, major
requlatory initiatives were adopted. However, under political pressure,
the Commission has had to backtrack in some instances.

Despite this, investments in the green transition represent the largest
investment category globally. The green transition is an engine of growth
and a necessity for nature and the climate.”

llkka Rasanen
Senior Advisor, Sitra
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Net zero - challenging, but necessary

The EU has reduced its emissions by over a third since
1990 and more than doubled its renewable energy capacity
in the past two decades. Although there is a long way to
go to reach the 2050 goal of net zero, the change has
been rapid. The speed at which the transition away from
Russian energy happened can also be seen as a success
and an indication of the EU's ability to act.

Clean technologies, the circular economy and
renewable energy in advanced economies form the
basis for new growth. The green transition will bring
costs in its early stages, but in the long term, it will
enhance competitiveness through lower energy prices,
technological leadership, and other benefits. The circular
economy has become an increasingly central part of
the EU’s agenda. The EU is a market leader in circular
economy solutions and has great potential to create new
jobs in this domain. There are also opportunities in material
innovations.

Europe is poor in fossil resources. A rapid transition to
renewable energy sources and to the circular economy
is necessary not only for existential reasons, but also
for competitiveness, the functioning of the Internal
Market, security, and geopolitical competition. In
concrete terms, this is reflected in the fact that companies
in the EU now pay two to three times more for electricity
than their counterparts in the United States, and four to five
times more for natural gas.

The EU is already being dramatically affected by the
warming climate and biodiversity loss. Estimates of the
amount of environmental migration vary, but a moderate
estimate is that 200 million people may be forced to leave
their homes for environmental reasons by 2050, and 3.5
billion people already live in areas vulnerable to climate
change. The EU is not prepared for this. For example, the
cost of the damage caused by the floods in Slovenia was
around €10 billion, equivalent to 16% of the country's GDP.
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Net zero - challenging, but necessary

Push of the present

The rise in global average temperature has surpassed the
1.5 degree limit. In Finland, last year’s temperature was
3.4 degrees higher than during pre-industrial times. The
impacts of climate change differ significantly between
southern and northern EU member states.

On the warming continent, food production faces
challenges, especially in Southern Europe. Extreme
weather phenomena, such as floods and wildfires, which
are occurring more frequently, are already causing
significant economic losses.

China is making rapid progress in green transition
investments. In 2023, China invested an estimated $890
billion in clean energy, which is equivalent to global
investments in fossil fuels.

The EU Nature Restoration Regulation is a significant
achievement for nature. By 2050, member states will have
to restore 90 percent of the areas where natural values
have been degraded.

Pull of the future

The EU’'s 2040 climate target (a 90% reduction in emissions from
1990 levels) shows the way for others.

Biodiversity loss and climate change will be addressed together,
taking into account both crises.

The Clean Industrial Deal, which is central to the circular economy,
brings investments and boosts the availability of clean and cheaper
energy.

Ecosystem accounting, nature footprinting, and other emerging
methods of measuring the economic value of the services provided
by nature are developing rapidly. It is important to integrate these into
economic decision-making.

Weight of the past

The member states have very different levels of preparedness for
emission reductions and the transition to renewables. For example,
Poland, a historically large user of coal, is now setting an example for
other EU countries by rapidly switching to renewable energy sources.

Tax and subsidy policies continue to move in the wrong direction, as
many member states continue to offer tax breaks for fossil fuels.
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Tensions

The EU is committed to ambitious climate and
nature targets, which require strict regulation and a
long-term commitment. At the same time, improving
competitiveness, and thus succeeding in the great
power game, lies at the heart of the EU’s agenda.
Improving competitiveness involves reducing the
regulatory burden. The EU must ensure not to
undermine climate and environmental goals while
reducing the regulatory burden.

The fairness of the green transition requires new
ways of facing the concerns and everyday realities
of EU citizens. At the same time, progress must
continue according to an ambitious timetable.

Success in climate and nature policy can give
Europeans pride and a much-needed deeper sense
of ownership of the EU. On the other hand, climate
and nature measures can cause cynicism and fuel
populism.

Climate and nature policies have become a clear
dividing line in European politics. Political forces that
are critical of regulation and defend traditional
livelihoods are trying to slow the green transition,
because they see it as an opportunity to strengthen their
support by exploiting resistance to change and concerns
over the cost of living.

The EU has ambitious climate targets. At the same
time, a commitment has been made to significantly
increase defence spending. The defence industry is
highly polluting, and the increase in defence spending
makes it more challenging to achieve emissions targets.

The environmental impacts of mining and mineral
self-sufficiency create tension. The demand for
minerals is global, whereas environmental
consequences of mining are highly local. In spring 2025,
the Commission published a list of strategic mineral
projects some of which are located in Finland.
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The EU enjoys high
popularity, but its ability to
meet citizens’ expectations
will be crucial
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“In the 1950s, an elderly woman was asked in an interview: ‘What do you
think of the Coal and Steel Community?’ She replied, ‘I don’t know, but if it
was created for peace, then it must be good.’

Today, we have more information and greater transparency to follow the
EU’s activities. Yet few could clearly explain what the EU is really about
nowadays. Without this understanding, it is hard to envision a direction for
the future. But - we have been in this situation before.”

Antonio Argenziano
Vice-President, European Movement International
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The EU enjoys high popularity, but its ability to
meet citizens’ expectations will be crucial

The EU must define what kind of community it wants
to be - a Single Market project, a community of
values based on solidarity, a loose alliance, or an
emerging geopolitical actor? The EU was born as a
peace project, where the creation of internal markets
was balanced by efforts to build a social Europe through
cohesion policy. In the 1980s and 1990s, the focus was
on building the Internal Market. In recent years, the
transformation in the security environment has moved
the focus toward strengthening defence capabilities.

The EU of the future will be shaped by the evolving
expectations of its citizens. The EU’s popularity is
currently at a record high. According to Eurobarometer,
78% of EU citizens want increased investment in
healthcare, education, and housing. Almost 90%
support a common defence policy. If the Union fails to
meet the expectations of its citizens, its very legitimacy
will be called into question.

The challenge lies in the fact that EU institutions are
currently unable to meet these expectations. However, it
is not just about the present. As the relative number of
young voters decreases, taking future generations
into account in decision-making becomes
increasingly important. Political choices must be
forward-looking, which requires member states to
assume responsibility: political will, shared solutions and
financial resources. EU member states must be able to
restore trust in democracy’s ability to meet the evolving
challenges of both today and tomorrow by forging new
social contracts.

In a time of limited resources, the Union must clarify
its shared goals and purpose. Yet within this
challenge lies an opportunity: citizens’ aspirations and a
shared direction can drive bold reforms.
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The EU enjoys high popularity, but its ability to meet citizens’ expectations

will be crucial

Push of the present

The population is ageing and birth rates are declining,
putting pressure on the dependency ratio across the EU.

Democracy is eroding and civic space is shrinking in
Europe, although new democracy innovations are being
tested across the EU.

The algorithm-driven, increasingly polarised political
discourse challenges politics and democracy.

The EU is one of the most equal regions in the world, but
inequalities within individual member states are
increasing. Eighty-one percent of Europeans think that
income inequality is too high.

Eighty-five percent of EU companies report that they lack
sufficient staff with the necessary skills for the green and
digital transitions.

Numeracy and literacy skills among Europeans have
either declined or stagnated over the past decade.

Pull of the future

Without immigration, the EU’s workforce could shrink
dramatically — by as much as $5.9 million by 2070.

Changes in values and increasing social fragmentation
challenge the sense of unity within European societies.

Without solidarity and consideration for future generations, there
is a growing risk of youth alienation and disillusionment with
politics on climate and social issues.

Weight of the past

The representative system, i.e. parties, decision-makers and
governments, has not been able to respond adequately to the
expectations and needs of its citizens.

Leaders who do not uphold the EU’s fundamental values have
been elected to office through democratic elections.

In Europe, the citizens have not exercised the ‘freedom muscles’
necessary for democracy.
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Tensions

The EU presents itself as a community of shared
values, yet it compromises these values when
crises arise. Discussions around values such as
international rules, the role of civil society, and
freedom of assembly have become more polarised
within EU countries. Increasingly, these fundamental
values are being set aside under the pretext that ‘the
situation demands it.” This trend not only endangers
democracy within EU member states but also
undermines the Union’s credibility as a defender of a
global rules-based order.

The individualistic pursuit of comfort challenges
community, solidarity and social responsibility,
while also calling into question the EU’s core principle
of prioritising the common good over individual
interests. Without active citizen participation and the
capacity of member states and institutions to
implement reforms, the democratic pursuit of the

Iﬁ common good will weaken.

The EU needs immigration to address an aging
population and labour shortages, yet EU policy
focuses mainly on return policies. This
contradiction sends a mixed message: skilled
workers and resources are welcome, but people are
rejected. At the same time, immigration is a politically
seismic force shaking the foundations of EU member
states. Attention must focus on the future, and
preparedness must be ensured, as climate change
will inevitably displace people due to worsening living
conditions.

EU enlargement is a geopolitical necessity, but
the growing Union faces challenges in decision-
making. Failure could increase Russian and Chinese
influence in Europe, especially in Ukraine and
Moldova. However, enlargement is not merely about
implementing reforms in candidate countries; it also
highlights the need to renew the EU’s own structures.
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Value-laden technology
policy is key to
sovereignty
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“Space is undergoing a major transformation, but the EU has not really been
able to get involved in a new and more agile way of using space. When it
comes to using space, access to space is everything. The EU’s Ariane
launch programme has stumbled, and it is also costly. As a result,
commercial operators are largely dependent on Musk's launches, giving him
a near-monopoly on access to space in Europe.

The space industry is growing rapidly. Norway and Sweden have realised
this. Norway has an almost complete satellite launch capability, as does
Sweden. Finland should wake up to this as well. In the past, Nokia’s success
was built on basic research, and the same principle applies to space
technology. We must have the courage to invest in fundamental research.”

Minna Palmroth
Professor of Space Physics
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Value-laden technology policy guarantees

sovereignty

In the near future, the EU has two options when it
comes to technology: either it becomes a
technological superpower again or will remain
dependent on US and Chinese digital technology
solutions. The EU's strategic autonomy in
technology requires a technology and industrial
policy focused on strategic investments, boosting key
sectors and promoting sustainable growth that benefits
people.

Success in the application of critical technologies
such as artificial intelligence, semiconductors, 6G,
quantum technology, and high-performance
computing is of utmost importance. To succeed in
innovations related to these technologies, the Digital
Single Market and improved regulation are essential.

The values built into technology also define economic
power and political independence.

When a country or region uses the technology of
another actor, it also partly adopts that actor’s
values and becomes dependent on it. At this
moment in world politics, the question of values is
also closely intertwined with technology and,
particularly data, which is the raw material of
innovations. China's technologies are developed from
the perspective of control, whereas in the United States,
the connection of technology and data to people’s lives
is primarily market-driven, with freedom of speech
emphasised as the foremost fundamental right.

The European social model emphasises cohesion,
people's right to privacy, and a dignified life,
alongside freedom of expression — values that are
highly relevant for technology. However, the EU is falling
behind in technological development, making it urgent to
change direction.
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Value-laden technology policy guarantees sovereignty

Push of the present

The speed of technological innovation and its ability to
disrupt society is continuously increasing.

The next significant steps in artificial intelligence are
specialised Al models aimed at different industries, Al
agents, and the combination of artificial intelligence and
robotics, which will enable significant productivity leaps
in industry and healthcare, for example.

Competitive advantage in business is not achieved with
general tools, but by strategically combining high-quality
data and industry-specific solutions.

Rapid technological leaps consume huge amounts of
energy and challenge ecological sustainability. This
challenges the EU’s goals in terms of the sustainability
transition and requires urgent solutions.

Pull of the future

Thenew techno-economic paradigm is built on the close interconnectedness
of innovations, geopolitical dynamics and economic interests.

Europe has a significant opportunity to become a frontrunner in the
development of specialised Al models and agents, especially if open-source
solutions are available in all official EU languages.

The development of renewable energy technology and the decrease in
production costs can provide a sustainable foundation for the energy supply
of technolagical growth and artificial intelligence solutions.

Weight of the past

Dependenceron a few global technology companies has slowed down Europe's
ability to'take full advantage of technological innovation. Technological and
societal path dependencies and slow adaptation have slowed down productivity
development and weakened strategic autonomy, especially in the field of artificial
intelligence.

The development of large open-source language models in small language areas,
such as Finnish, is not driven by market forces. This increases dependence on
external actors and limits the opportunities to build specialised applications
domestically.
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Tension

The funding gap and the lack of venture capital
are major challenges for the EU in the
technology race. In the United States and China,
there is significantly more venture capital available,
which allows for faster and bolder technological
development. The EU is in urgent need of more
capital and stronger financial instruments.

The EU face a shortage of skilled workers and an
ongoing brain drain, requiring determined action
to attract talent. High-tech talent is moving to the
U.S. and Asia for higher salaries and faster career
progression. In the EU, education is of high quality,
but the ability to retain top talent within its regions is
weaker.

The commercialisation of innovations is slow.
The EU has a strong research base, but it often
takes years for inventions and research results to be
commercialised. This gives competitors an edge in
entering the market. Funding for basic research has
also decreased in the EU, and this is reflected in a
lack of innovation.

There is a lack of strategic vision and long-term
planning. Technology investments and projects
often suffer from shifting political support depending
on the parliamentary term. In the United States and
China, long-term national technology strategies
enable large and high-risk investments.
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From uncertainties to future scenarios

The previous section described changes and
developments from the perspectives of the economy,
power, nature, people and technology. In the midst
of these changes, there are also opportunities.
However, the future of the EU is being built in a
time of cross-cutting uncertainties, which could
lead to significant disruptions in the functioning of
society.

In this section, we highlight key cross-cutting
phenomena. Addressing uncertainties and
proactively seeking solutions is crucial from the
perspective of ensuring the resilience, legitimacy,
and operational capacity of the Union.

Whether and how we address these issues will
shape the Union in the decades ahead.

Pandemics, the climate crisis and migration are
examples of phenomena that emerge rapidly,
bringing the effects of decision-making to people’s
everyday lives.

A systematic analysis of uncertainties relating to the
future of the EU will support foresight and improve
the quality of decision-making. Reforms require the
willingness and capacity to address even the
most challenging issues.

At the end of this chapter, we reflect on what the
EU might become in the future. Future scenarios
and ‘what if’ questions reveal alternative futures and
support reflection on the direction in which the Union
could be developed. We hope they will inspire lively
and engaging discussions on the future of the EU.

CROSS-CUTTING PHENOMENA
AND FUTURE SCENARIOS
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Cross-cutting phenomena and questions

Discussions on immigration cannot be
avoided

The EU’s immigration policy has been shaped by
factors such as post-war reconstruction and
decolonisation. In the current situation, it is
important to develop long-term policies that
consider historical, humanitarian and economic
perspectives. Discussions can no longer be
avoided, since they are vital for the entire
Union.

The Canadian system, where human values
and economic goals go hand in hand, could
serve as an example for better policy
development. It is also important to recognise
that political parties may approach immigration as
an industrial policy matter, a values issue, or a
social concern.

Ecological tipping points are approaching
rapidly

Human activity is shaping the entire planet's habitat,
climate, water cycle, biodiversity, and ecosystem
activity with unprecedented intensity. Tipping
points, i.e. changes that can trigger
uncontrollable chain reactions in nature, are
drawing ever closer.

For Europe, this means a direct risk of
consequences such as a deterioration in food
security, an increase in extreme weather
phenomena, and migration accelerated by climate
change. Droughts, floods and crop failures in other
parts of the world are increasingly affecting Europe,
yet responses and solutions continue to lag behind.

CROSS-CUTTING PHENOMENA
AND FUTURE SCENARIOS
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Cross-cutting phenomena and questions

The EU’s core values and the rule of law are
being eroded

Authoritarianism is on the rise globally, and
authoritarian states are challenging democracies
through disinformation and other means. If actors and
governments that glorify authoritarianism and question
the principles of democracy and the rule of law gain
power within EU institutions, it will be impossible for
the Union to act coherently on common projects.

Both decision-makers and citizens must be willing
to act and defend democracy and freedom. These
values are becoming increasingly rare at a time when
the majority of the world’s population live in
authoritarian states. The EU must urgently address
the erosion of the rule of law, as its weakening
undermines commitment to shared values.

Decision-making lacks an intergenerational
view

In political decision-making, there is a tension between
long-term and short-term goals. Major challenges,
such as the climate crisis, the sustainability of
economic growth and demographic changes, require
an assessment of and solutions to
intergenerational impacts. However, political reality
often favours short-term gains.

In addition, national interests collide within the EU,
which makes finding common long-term solutions
challenging. Without a conscious commitment to
intergenerational thinking and prioritising the
common good, it will be difficult for the EU’s major
projects to succeed.
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Looking to the future - what will the EU become?

Great power

Peacemaker

Market project

Community of
solidarity

A loose coalition of
states

The EU will strengthen
its position as a
geopolitical actor by
developing a more
coherent foreign and
security policy,
intensifying defence
cooperation between
member states, and
increasing its influence
in the global balance of
power.

The EU remains
primarily an alliance of
stability and diplomacy,
promoting international
law, human rights and
conflict prevention. The
military role will remain
limited, and the Union's
strength will be based
on soft power and value
leadership.

The EU focuses on
economic integration,
with the Internal Market,
competitiveness, and
economic efficiency at
its core. The political,
social, and democratic
union will remain
secondary, with a focus
on harmonising
regulation and
promoting business and
investment.

The EU is strongly built
on solidarity and social
justice, with an
emphasis on territorial
and social cohesion,
climate goals, and the

well-being of its citizens.

The focus is on equal
development and the
fair distribution of
common resources.

The EU mainly acts as a
forum for cooperation
between states, where
national decision-
making power remains
strong, and integration
progresses only in those
areas where the
member states find
consensus. Federal
development will stall,
and the Union’s role will
remain primarily
coordinating rather than
directing.
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What if?

With the help of what-if questions, it is possible to broaden our view of the future and stimulate reflection on
different possible scenarios. The what-if questions can be surprising and challenge current thinking. They can
also be used to clarify the vision of objectives to be pursued. What questions would you add to the list?

What if the euro became a reserve currency?

What if the capitals of the EU countries were connected by high-speed trains?

What if the EU developed a joint decision-making system based on artificial intelligence that would make
administration faster and more efficient?

What if EU agriculture switched to regenerative production and agricultural policy became completely
ecologically sustainable?

What if the EU genuinely functioned as a single labour market?

What if the member states set up a common European defence force that could operate independently of
NATO?

What if the EU succeeded in enlargement and was much bigger than it is now?

What if the EU managed to live up to the expectations placed on it and became a strong world power?

CROSS-CUTTING PHENOMENA
AND FUTURE SCENARIOS
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“Indifference toward the European Union poses a significant challenge.
Many people feel only a weak sense of ownership of the EU’s development.
The EU is often seen as distant, and an easy scapegoat for various
problems. This lack of ownership is one of the main obstacles to meaningful
and constructive participation.

Many key decision-makers in both the public and private sectors refrain from
engaging in EU-related discussions, as the topic is often viewed as overly
complex and difficult to access. The EU’s relevance is not always clearly
understood, and when indifference is combined with a skills gap, it leads to
a shallow—or entirely absent—public debate.”

Jyrki Katainen
Former Vice-President of the European Commission 2014-2019
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Reflections and guidance for the discussion on the

future

1. The EU’s distinctiveness lies in its member states which 4. The EU’s leadership model deserves more attention. If
are some of the most functional nation-states in the world, and greater unity in decision-making is not feasible, we must
in its prosperous societies, and free democracies. Their global ambitiously explore innovative models and frameworks suited
relevance is rooted in their ability to act together within the EU to a complex world, for instance by drawing on complexity
and through various coalitions. theory. What matters most is a shared strategic direction and

2. To be a credible actor in a world of great powers, the EU a willingness tp compromise, pursued across different levels
must deliver sustainable economic growth, foster new and through diverse means.
technologies, and provide its citizens with security against 5. One of the most divisive issues within the EU and its
external threats. Addressing internal challenges and member states is immigration. Europe’s approach to
succeeding in future enlargement, for example, will require immigration has been shaped in part by the historical legacy
political courage, the ability to implement decisions, and the of World War Il. Today, however, the EU needs a managed
consistent monitoring of progress. model that balances humanity with economic realism. At the

3. The EU often performs well when it has a clear mandate sgme Fime., it is crucial to recognise the interngl contradictions:
from its member states. In response to the crises of recent migration is framed alternately as an economic, values-based,
decades, the Union has developed creative and effective or social policy issue depending on the actor and context.
solutions that have significantly benefited its members. The 6. The EU holds powerful cards in its hands as well as the
EU is a community where problem-solving and compromise trust and expectations of its citizens. Fully realising the
are embedded in its very machinery, and this is both a potential of the single market could be the first major step
strength and weakness. We need a deeper conversation forward, and if done well, it could unlock tremendous long-
about the kind of Union we want to build and the implications term benefits.
this has for decision-making.
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Foresight and insight

The following materials and methods have been used in the foresight review:

Interviews: Twenty experts with deep knowledge of the European Union and views on its future and
development were interviewed for the review. A full list of interviewees can be found in the annex.

Background material: Relevant background reports and research publications were reviewed to
support the analysis. A thematic list of sources is included at the end of the review.

Future triangle: The interviews, background materials, and selected themes were analysed using
the Futures Triangle method. This approach considers ongoing changes, trends, and ideas, but also
includes path dependencies and future visions.

Interpretation work and vision: The analysis and development of perspectives on key drivers of
change were carried out by an extended working group made up of Sitra’s Foresight and Education
team. Experts from across Sitra also contributed to this work.

METHODS
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Foresight in a time of surprises and crises

Foresight is not about predicting the future - it is

about managing the present through knowledge
of the future. Foresight can support decision-
making in uncertain times by identifying drivers of
change, exploring alternative futures, and outlining
actions toward a desired future.

We are currently living in a time marked by
exceptional uncertainty and unpredictability. This era
has been described using terms such as polycrisis,
permacrisis, and the VUCA world (volatile,
uncertain, complex, and ambiguous). At Sitra, we
have applied the postnormal times framework to
better understand these dynamics. In Finland’s
national foresight work, there has been a strong
emphasis on anticipating likely developments.

Less attention has been given to preparing for
surprising or unexpected events, and foresight that

challenges prevailing assumptions or incorporates
weak signals and emerging phenomena has often
been lacking. This foresight review particularly

focuses on opening up insights and identifying
possibilities through foresight and sense-making.

In the current era of overlapping crises, both
societies and individuals tend to narrow their future
horizon and focus heavily on the present. That is
why we need the longer-term perspective foresight
can offer: an understanding of change, the broader
picture these changes form, and their longer-term
impacts.

METHODS
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Use of Al in the Foresight Review

Artificial intelligence tools were used in this foresight review to support information retrieval,
research mapping, the analysis of reports and phenomena, as well as the summarisation and
clarification of text.

The verification of information, analysis, interpretation, and insight was carried out by Sitra’s team
of experts.
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Key concepts in foresight

Foresight is the process of identifying factors that
shape the future, exploring alternative futures, and
defining actions to move toward a desired future. It
supports decision-making about the future, which
inevitably involves uncertainty. The goal of foresight
is not to predict the future with precision, but to
prepare for different possibilities.

A megatrend is a broad trajectory of change - a
general direction formed by multiple phenomena.
Megatrends describe societal shifts that often occur
on a global scale and typically evolve slowly over
time.

A scenario is a credible narrative describing a
potential future situation and the developments that
could lead to it.

A trend is a direction of change - a description of
how things are evolving. Trends illustrate the
direction where developments currently appear to be
heading. They may differ across regions and can
shift even over short periods.

In foresight, we speak of futures in the plural,
because there are multiple possible and alternative
futures. No single future is inevitable; we have the
power to influence how the future unfolds.

A future view is a description or vision, often
emerging from discussions, of what the future could
look like.

Futures power refers to the ability to define what is
considered possible or desirable in the future.

METHODS: CONCEPTS

58

SITRA



FORESIGHT REVIEW #5

THE EU’S OPPORTUNITIES IN A TIME OF TRANSFORMATION

Key terms used in the review

European Commission — The European Commission
is the EU’s executive body. It is responsible for drafting
and implementing EU legislation, overseeing
compliance with EU rules, and managing the EU
budget.

European Parliament — The European Parliament is
the EU’s legislative body representing EU citizens.
Together with the Council, it exercises legislative
power, approves the EU budget, and oversees the
work of the Commission and other EU institutions.

Council of the European Union (the Council) — The
Council represents the governments of the EU
member states. It adopts EU legislation and
coordinates policies across different sectors.

Single Market — The EU Single Market is an area
where goods, services, capital, and people can move
freely without internal borders or regulatory obstacles.

Strategic autonomy — Strategic autonomy refers to
the EU’s ability to act independently - especially in
critical sectors - and to make decisions without
excessive reliance on external actors.

Green transition / European Green Deal — The
green transition, also known as the European Green
Deal, is the EU’s plan to move toward a more
sustainable and environmentally friendly economy.

BRICS countries — BRICS refers to Brazil, Russia,
India, China, and South Africa - emerging economies
and rising global actors that form an international
cooperation platform.

Net zero by 2050 — This is the EU’s target to reach
net zero greenhouse gas emissions by 2050 to
combat the climate crisis.

METHODS: CONCEPTS
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Key concepts of the review

Rules-based system refers to an international order
in which countries adhere to commonly agreed rules
and norms.

Enlargement refers to the expansion of the EU
through the accession of new member states.

Models of social welfare refers to economic and
social policy frameworks aimed at ensuring citizens’
well-being by combining economic efficiency with
social justice. Within the EU, several national models
exist for combatting unemployment and poverty or
structuring pension systems.

Cohesion policy refers to the EU’s regional and
structural policy aimed at reducing regional disparities,
strengthening economic, social, and territorial
cohesion, and promoting equitable growth across the
Union.

Decolonisation refers to the dismantling of colonial
rule and the political, economic, and cultural
independence of former colonies, including the critical
examination of power relations.

Geopolitics refers to the power dynamics and
competition between states, in which geographic
factors, such as location and natural resources,
influence international politics and the security
environment.

Geoeconomics refers to the interplay between
economic and geographic factors, where economic
tools (e.g., trade agreements) are deployed
strategically in geopolitical competition.
Geoeconomics merges economic, security-related,
and intemational political power considerations.
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Topical policy measures

The strategic framework launched by the Commission, the Competitiveness Compass, will strengthen the EU’s long-term
competitiveness. The package emphasises the reform of industrial policy, the removal of barriers to investment, the easing of
regulatory burdens, and support for strategic sectors such as artificial intelligence, energy, and quantum technologies. The
initiative is based on Mario Draghi's report on Europe’s competitiveness, published in 2024.

The Strategic Clean Industrial Development Programme, published in February 2025, combines strengthening industrial
competitiveness and reaching climate targets. The aim of the programme is to allocate more than EUR 100 billion in
investments to low-emission solutions and to accelerate the green transition of industry.

The extensive investment programme in defence infrastructure and industry is called Readiness Europe (Re-arm Europe).
The aim is to allocate up to €800 billion to European defence by 2030, making use of the flexibility of EU budget rules, private
capital, and joint procurement.

The Multiannual Financial Framework (MFF 2028—2034) places particular emphasis on the Competitiveness Fund, the Global
Europe Fund and strategic investments. The Commission has proposed to increase the financial framework to 1.26% of gross
national income (currently 1.05%).

The renewed development path of the Capital Markets Union aims at integrating the EU's financial markets and channelling

household savings into investments. The objectives include harmonising bankruptcy and tax systems, improving the financing

of businesses, and improving the interoperability of national markets. In the spring of 2025, the initiative received strong
@Q political support under its new name, the Savings & Investments Union.
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Topical policy measures

The Taxonomy Regulation, data regulation, and the Fit for 55 package are examples of policy measures through which the
Commission has sought to strengthen its position, especially in strategic sectors such as industry, climate and energy. This
development has been partly due to the exceptional situations created by the pandemic and the war in Ukraine.

Delegated and implementing acts have increased the Commission’s regulatory powers over technical yet politically important
issues. In trade policy, the already strong mandate has been expanded with instruments such as the Anti-Coercion Instrument
(ACI), which allows the EU to react to external pressure. This grants the Union a more sovereign role in global trade.

The rule of law mechanism and the guidelines of the Court of Justice of the European Union have strengthened the EU's
ability to intervene in violations of member states’ rules. The new budgetary conditionality and the rule of law mechanism have
increased the EU's ability to link financial resources to the rule of law. However, the results on the ground have been
contradictory: for example, Hungary has been able to put the brakes on the EU’s foreign policy (e.g. Ukraine), even though
there have been attempts to put pressure on Hungary through conditional measures.

The rule of law is thus an attempt to build unity within the EU, but this is not yet institutionally or politically established.

An increasing number of policies are progressing along differentiated integration paths, in which only certain member states
participate. Examples of this are the European Stability Mechanism (ESM) and the Banking Union, which represent a
deepening of economic policy within the euro area. Defence cooperation (PESCQO) and the European Intervention Initiative
(EI2) are also being developed outside the EU structures among willing participants.
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https://www.eeas.europa.eu/eeas/permanent-structured-cooperation-pesco_en
https://fiia.fi/en/publication/flexible-defence-cooperation-in-europe-fnc-jef-and-ei2?utm_source=chatgpt.com
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Topical policy measures

The EU's 2040 climate target — The European Commission has proposed a new 2040 emissions target in the EU Climate
Law: a 90% reduction in net emissions compared to 1990. The proposal is currently being discussed by the European
Parliament and the Council.

Clean Industrial Deal — The EU aims to rapidly reduce industrial emissions and direct investments in low-emission solutions.
The programme includes a new Industrial Decarbonisation Accelerator Act, which aims to speed up permitting processes and
scale green investments, especially in heavy industry. The measures are expected in 2025-2026.

Nature Credits — The EU is working on a system to provide financial compensation for nature restoration and ecosystem
services, for example to farmers and forest owners. The piloting of nature credits is planned for 2027 .

Increased funding to strengthen biodiversity — with the aim of channelling 10% of the EU budget into strengthening biodiversity
and doubling external funding to €7 billion.

Framework for climate change adaptation and resilience — the European Commission is preparing a common EU-level
framework for strengthening climate resilience and risk management. The aim is to improve adaptation to extreme weather
events, climate risks, and the sustainability of infrastructures. Preparations will continue during 2025.
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Topical policy measures

The Democracy Shield initiative aims to counter foreign interference and disinformation, safeguard the integrity of electoral
processes, and support independent media and civil society.

The EU is launching a Civil Society Strategy to strengthen the operating conditions and opportunities for civil society organisations.

The European Social Fund Plus (ESF+) is the EU’s largest funding instrument for social policy, supporting employment, skills
development, social inclusion, and the fight against poverty.

The European Pillar of Social Rights sets targets for employment, education, and poverty reduction by 2030, aiming to reinforce the
EU’s social model.

The Union of Skills is a comprehensive plan to address skills shortages and labour market gaps by increasing access to education
and training, facilitating skills mobility, and promoting lifelong learning.

Pact for Skills is a public-private partnership designed to upskill and reskill millions of Europeans, particularly in areas critical to the
green and digital transitions.
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Topical policy measures

EuroStack is a proactive proposal by academic and political actors for a digital infrastructure that aims to increase the EU’s
digital sovereignty. The initiative proposes an investment of around €300 billion over the next 10 years, with a focus on a
European cloud and technology platform.

The new Digital Europe Programme (DIGITAL) work programme for 2025-2027 allocates around €1.3 billion to artificial
intelligence and cybersecurity, and €441.6 million specifically to cybersecurity projects.

The EU published the Al Code of Practice, which aims to help companies comply with the Al Act by providing practical
guidance on how to comply with the legislation.

The EuroHPC Joint Undertaking project supports the EU's supercomputing environment, with more than €7 billion in the
budget (2021-2027) to fund exascale supercomputers and Al factories.

The EU’s new International Digital Strategy strengthens the role of global competitiveness and cooperation in digital
infrastructure, in particular energy, health, financial, and surveillance technologies. Emphasis will be placed on regulation
based on democracy, artificial intelligence, and cybersecurity. The Union Strategy of Data and the Apply Al Strategy are two
key upcoming initiatives in the continuation of the data strategy.

The EU Space Act is a legislative initiative of the European Commission that aims to create a uniform regulatory framework for
space activities throughout the Union.
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The EU’s ordinary legislative procedure

Competences and general objectives: EU treaties negotiated by member states
Political guidance in member states: EU summits

The Commission’s legislative drafting
State of the Union address and debate in the European Parliament: Key political priorities (September)
The Commission Work Programme (usually October)

v

Commission legislative proposal to the Parliament and the Council (after consultations with member states and stakeholders)

v v

——} 1st reading (Parliament's position) —-}

European Parliament <4— 1%t reading (Council position) 44— Eﬁ:’: ":;L°“;::'i'§n
(= MEPs elected in the Q M otors of e
European elections) —p 2" reading (only if necessary) —> member states)

2" reading (only if necessary) {——

v v

EU law (regulation or directive)

In the event of a dispute, the Conciliation Committee
» If an agreement is reached, EU LAW at 3rd reading

The Commission monitors the implementation of jointly agreed legislation in the member states
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