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The Future Direction of the European Union

Abstract: This paper investigates the prospective trajectory of the European Union by integrating a com-
prehensive historical, institutional, and policy analysis with forward-looking strategic assessments. Beginning
with an introduction that frames the research questions and methodological approach, the study traces the
EU’s evolution from its post-war origins through successive treaties and institutional reforms, establishing the
structural foundations that condition future options. It then diagnoses the current array of political, economic,
social, and geopolitical challenges - including the Brexit aftermath, migration pressures, energy security con-
cerns, and intensifying global competition - that act as drivers of change. Building on this diagnostic, the paper
articulates a strategic vision for 2030-2050, evaluating the coherence of the Union’s long-term objectives such as
deeper integration, resilience, and enhanced global leadership. Specific policy domains are examined in depth:
economic integration and fiscal coordination (including proposals for a stronger fiscal union and completion of
the banking union); security, defense, and strategic autonomy (the European Defence Fund and the balance
with NATO); climate, energy, and the green transition (implementation pathways of the European Green Deal);
and digital transformation and innovation (digital sovereignty, data governance, and Al regulation). The analy-
sis also addresses institutional reform and democratic legitimacy, assessing reforms to the Parliament, Council,
Commission, and budgetary processes aimed at improving accountability and citizen engagement. External
dimensions are explored through a review of foreign policy, enlargement, and neighborhood relations, situating
the EU within a multipolar world. An implementation roadmap outlines phased actions, monitoring frameworks,
and coordination mechanisms necessary to translate strategic goals into concrete policies. The conclusion syn-
thesizes the findings, gauges the feasibility of the proposed pathways, and identifies avenues for further research
and policy debate, offering a holistic perspective on the EU’s future direction.



1. Introduction

1.1 Purpose of the Study

The European Union stands at a crossroads where internal dynamics and external pressures converge to reshape
its institutional architecture, policy agenda, and global role. This publication seeks to map the Union’s prospec-
tive trajectory by integrating a diagnostic assessment of current challenges with a forward-looking
analysis of strategic options. By situating the EU’s future within the broader continuum of its historical
evolution (see 2. Historical Evolution and Institutional Foundations), the study aims to provide a coherent
narrative that bridges past lessons with emerging opportunities.

1.2 Scope and Delimitations

The analysis is confined to the post-Lisbon Treaty framework (2009 onward), encompassing all 27 Member
States as of 2024. While the Union’s external relations are addressed (see 10. Foreign Policy, Enlargement, and
Neighborhood Relations), the focus remains on internal mechanisms that determine the EU’s capacity to act
collectively. Topics such as economic integration, security and defence, climate policy, digital transformation,
and institutional reform are examined in depth; peripheral issues (e.g., cultural policy, sports governance) are
excluded to maintain analytical clarity.

1.3 Significance
Understanding the EU’s future direction is critical for several reasons:
¢ Policy relevance: Decision-makers at the European Commission, Council, and national governments

require evidence-based scenarios to calibrate reforms.

e Academic contribution: The study fills a gap between descriptive histories (Section 2) and prescrip-
tive roadmaps (Section 11), offering a synthesis that links structural constraints with strategic aspirations.

¢ Public interest: Citizens across the Union are increasingly concerned about democratic legitimacy and
the Union’s ability to deliver tangible benefits, themes explored in 9. Institutional Reform and Democratic
Legitimacy.

1.4 Research Questions
The investigation is guided by three overarching questions:

1. What are the principal drivers shaping the EU’s future trajectory?
e This draws on the analysis of contemporary pressures outlined in 8. Current Challenges and Drivers
of Change.

2. How can the Union reconcile deeper integration with the need for flexibility and resilience?
e The tension between uniformity and subsidiarity is examined through the lenses of fiscal coordination
(Section 5), security autonomy (Section 6), and the green transition (Section 7).

3. Which institutional reforms are most likely to enhance democratic legitimacy and policy
effectiveness?
o Insights are anchored in the proposals discussed in 9. Institutional Reform and Democratic Legitimacy.

1.5 Methodological Approach
The research adopts a mixed-methods design that combines:
¢ Qualitative document analysis: Treaties, EU strategy papers, and legislative texts are coded to trace

the evolution of policy objectives and institutional mandates.

o« Comparative case studies: Selected Member States illustrate divergent pathways in fiscal integration,
energy policy, and digital sovereignty, providing empirical grounding for the broader EU-level analysis.



e Scenario modelling: Using a Delphi-based expert panel, three plausible futures (optimistic, status-quo,
and constrained) are constructed to test the robustness of strategic recommendations.

Data triangulation ensures that the findings are both normatively informed (by EU policy goals) and em-
pirically validated (by member-state experiences). The methodological framework is designed to support the

subsequent sections, particularly the implementation roadmap presented in 11. Implementation Roadmap
and Policy Coordination Mechanisms.



2. Historical Evolution and Institutional Foundations

2.1 Post-War Origins and the Birth of a Community

The European integration project emerged from the devastation of World II, when political leaders sought a
supranational framework that could bind former adversaries together through economic interdependence. The
Schuman Declaration (1950) proposed pooling French and German coal and steel production under a
common authority, laying the conceptual groundwork for a “European Community of Peace.” This vision was
quickly institutionalised with the Treaty of Paris (1951) establishing the European Coal and Steel Community
(ECSC), the first supranational body with a High Authority, a Common Assembly, and a Court of Justice.

The ECSC demonstrated that shared sovereignty could generate tangible benefits - most notably the elimina-
tion of duplicate production capacities and the creation of a single market for strategic resources. Its success
encouraged the signing of the Treaties of Rome (1957), which created the European Economic Commu-
nity (EEC) and the European Atomic Energy Community (Euratom). The EEC introduced a customs
union, a common external tariff, and the principle of free movement of goods, services, capital, and persons -
pillars that remain central to the Union today.

2.2 Deepening Integration: From the Single Market to the Maastricht Union

The 1980s marked a decisive shift from a “community of markets” to a “community of policies” The Single
European Act (1986) set an ambitious deadline (1992) for completing the internal market, prompting the cre-
ation of new institutions such as the European Commission’s Directorate-General for Internal Market
and the European Parliament’s increased legislative powers through the cooperation procedure.

The Maastricht Treaty (1992) transformed the EEC into the European Union (EU), introducing three
new policy dimensions - Common Foreign and Security Policy (CFSP), Justice and Home Affairs
(JHA), and Economic and Monetary Union (EMU). Crucially, Maastricht established the European
Central Bank (ECB) and set convergence criteria for a single currency, culminating in the launch of the euro
(1999/2002). These developments expanded the EU’s competence beyond economic matters, embedding fiscal
coordination and monetary policy within its institutional architecture.

2.3 Institutional Architecture: Core Bodies and Their Evolving Roles

Institution

Original Mandate (Treaty)

Key Evolutionary Milestones

Current Relevance for Future Options

European
Commission

European
Parliament

Council of the
European Union

European Court
of Justice (ECJ)

European
Central Bank

“Guardian of the Treaties” - propose
legislation, ensure implementation

Consultative assembly (Treaty of Rome)

Intergovernmental decision-making
body representing Member States

Ensure uniform interpretation of EU law

Manage the European Monetary System
(EMS)

Introduction of the Lisbon Treaty (2009)
reinforced its role as the executive, added
the High Representative for Foreign
Affairs and Security Policy (jointly with
the Council)

Co-decision (now ordinary legislative)
procedure (Treaty of Maastricht,
Amsterdam, Nice, Lisbon) gave it parity
with the Council on most policy areas
Qualified Majority Voting (QMYV)
expanded progressively (Treaty of Nice,
Lisbon) to reduce vetoes; creation of the
European Council as a distinct
institution (Lisbon)

Preliminary ruling procedure (Treaty
of Maastricht) and direct effect (Treaty of
Rome) strengthened judicial oversight

Full independence (Treaty of Maastricht)
and single monetary policy (curo)

Central driver of agenda-setting; its capacity to propose
“green” and “digital” packages will shape the EU’s
strategic trajectory (see Section 4).

Its growing democratic legitimacy is a cornerstone for
the reforms discussed in Section 9.

Balances national sovereignty with collective action; its
composition will influence the pace of deeper integration.

Guarantees rule-of-law compliance, a prerequisite for any
future fiscal or security union (see Sections 5 and 6).

Provides the monetary backbone for fiscal coordination
proposals in Section 5.

2.4 The Lisbon Treaty: Consolidation and Flexibility

Adopted in 2007 and entered into force in 2009, the Lisbon Treaty represents the most recent comprehensive
reform of the EU’s institutional framework. Its main contributions include:

e Legal Personality - the EU can sign international agreements in its own right, enhancing strategic

autonomy (relevant to Section 6).

¢« Enhanced Role of the European Parliament - ordinary legislative procedure now applies to virtually
all policy areas, reinforcing democratic legitimacy (link to Section 9).



e Permanent President of the European Council - provides continuity in external representation
and crisis management.

o Simplified Qualified Majority Voting - lowered the threshold for QMV, facilitating decision-making
in an enlarged Union.

Lisbon also introduced the “enhanced cooperation” mechanism, allowing a subset of Member States to move
ahead on specific policy fields without full Union participation. This flexibility is a key institutional tool for
testing deeper integration pathways (e.g., a “Eurozone-wide fiscal capacity” or a “European Defence Fund”
expansion) before broader adoption.

2.5 Institutional Continuities and Emerging Tensions

While the EU’s institutional architecture has progressively shifted power from intergovernmental to suprana-
tional bodies, several tensions persist:

e Democratic Deficit - despite the Parliament’s expanded powers, public perception of a distance
between EU decision-makers and citizens remains a concern (highlighted in Section 9).

o Member-State Sovereignty vs. Collective Action - the balance between national vetoes (especially
in foreign policy and taxation) and the need for swift, unified responses to crises (e.g., energy security,
migration) continues to shape treaty negotiations.

¢ Fiscal and Monetary Coordination - the euro area’s limited fiscal integration, exposed during the
sovereign debt crisis, underscores the need for deeper institutional mechanisms (addressed in Section 5).

These continuities and tensions form the institutional backdrop against which future reforms will be debated.

2.6 How Historical Foundations Shape Future Options

The trajectory from the ECSC to the Lisbon Treaty illustrates a pattern of incremental deepening punctuated
by institutional breakthroughs in response to crises. This historical logic suggests three plausible pathways
for the EU’s next evolution:

1. Gradual Deepening via Enhanced Cooperation - leveraging the flexibility built into Lisbon to pilot
sector-specific integration (e.g., a “European Energy Union” or “Digital Sovereignty Hub”).

2. Strategic Consolidation through Treaty Revision - a more ambitious, treaty-level reform that could
formalise a fiscal union, expand the EU’s foreign-policy toolbox, and further empower the Parliament,
aligning with the strategic vision outlined in Section 4.

3. Selective Dis-integration - if democratic legitimacy concerns intensify, Member States may retreat
from certain competences, preserving the single market while delegating security or fiscal matters back to
the national level.

Understanding these options requires a firm grasp of the historical and institutional milestones detailed above,
as they provide both the legal scaffolding and the political precedents that will determine which trajectory
the Union ultimately pursues.



3. Current Challenges and Drivers of Change

3.1 Political Landscape: Brexit Aftermath and Institutional Strain

The United Kingdom’s departure has become a structural shock rather than a one-off event. While the Treaty
of Lisbon (see 2. Historical Evolution and Institutional Foundations) provided mechanisms for “enhanced
cooperation,” the loss of a major net-contributor has exposed fiscal gaps and altered voting dynamics in the
Council. Key political consequences include:

1. Re-balancing of QMV coalitions - the departure of the UK’s veto power has shifted the centre of
gravity toward the Franco-German axis, prompting smaller states to seek new alliances on issues such as
fiscal solidarity and defence spending.

2. Legitimacy pressures - the Brexit vote amplified the “democratic deficit” highlighted in the Intro-
duction (see 1. Introduction key findings). Citizens in remaining Member States increasingly demand
clearer accountability for EU-wide decisions, especially where national sovereignty appears compromised.

3. Policy divergence on the single market - the UK’s “level playing field” provisions have become a
template for future negotiations with third-country partners, influencing the EU’s approach to regulatory
alignment and trade-defence instruments.

These political dynamics set the stage for the strategic vision outlined in 4. Strategic Vision and Long-Term
Objectives, where deeper integration must be reconciled with the need for flexible, legitimacy-enhancing mech-
anisms.

3.2 Economic Pressures: Growth Gaps, Fiscal Strain, and Global Competition
The post-Brexit period coincides with a confluence of macro-economic headwinds:

¢ Growth divergence - Southern and Eastern Member States continue to lag behind the core economies,
a pattern already identified in the historical analysis of the EU’s internal market (see 2. Historical
Evolution and Institutional Foundations). The pandemic-induced recovery has been uneven, widening
convergence gaps that threaten the cohesion of the single market.

« Fiscal sustainability - the EU budget now faces a reduced net contribution from the UK, while
the European Commission’s “next-generation EU” recovery fund has created a temporary fiscal stimulus
that must be phased out. This tension underscores the urgency of the fiscal union proposals discussed
in 5. Economic Integration and Fiscal Coordination.

¢ Global competition - the rise of China’s Belt-and-Road Initiative and the United States’ renewed focus
on “strategic competition” place the EU in a tri-polar environment. The Union’s ability to mobilise
a coordinated industrial policy, as envisaged in the European Green Deal and the Digital Strategy, is
essential to maintain competitiveness.

Economic pressures therefore act as both a driver of deeper fiscal coordination and a constraint that
limits the Union’s capacity to act as a unified global actor.

3.3 Social Challenges: Migration, Demographic Shifts, and Public Sentiment

Migration remains a persistent fault line in EU politics. The 2022-2024 influx of asylum seekers from conflict
zones, combined with intra-EU labour mobility, has produced three interlinked social dynamics:

1. Policy fragmentation - Member States continue to apply divergent asylum procedures, undermining
the Schengen principle and fueling “Fortress Europe” narratives.

2. Demographic pressure - Many Western European societies face ageing populations, while newer
Member States experience youth bulges. Migration is therefore simultaneously a potential solution to
labour shortages and a source of political backlash.

3. Public trust - Survey data (cited in 1. Introduction key findings) show a growing perception that the
EU cannot manage migration effectively, feeding populist narratives that question the Union’s legitimacy.



Addressing these social challenges will require coherent migration governance (linking to the security agenda
in 6. Security, Defense, and Strategic Autonomy) and enhanced democratic participation, as advocated
in 9. Institutional Reform and Democratic Legitimacy.

3.4 Geopolitical Pressures: Energy Security and Strategic Autonomy

Energy security has moved to the forefront of EU policy after the 2022-2023 energy crisis triggered by external
supply disruptions. The Union now confronts four interrelated geopolitical dimensions:

e Supply diversification - Dependence on Russian gas has been dramatically reduced, but the transition
to alternative suppliers (e.g., the United States, Norway, and North Africa) requires new infrastructure
and regulatory frameworks.

e Green transition synergy - The European Green Deal (see 7. Climate, Energy, and the Green
Transition) offers a pathway to replace fossil imports with renewable generation, yet the speed of
deployment varies across Member States, creating a coordination challenge.

e Strategic autonomy - Energy independence is a cornerstone of the broader strategic autonomy
agenda discussed in 6. Security, Defense, and Strategic Autonomy. Control over critical minerals and
digital infrastructure is increasingly viewed as a security issue, linking energy policy to the EU’s defence
and digital strategies.

o External geopolitical competition - The EU must navigate a multipolar world where China, the
United States, and Russia each seek influence over European energy markets. This competition intensifies
the need for a unified external energy policy, as highlighted in 10. Foreign Policy, Enlargement, and
Neighborhood Relations.

The convergence of energy, climate, and security imperatives makes energy security a pivotal driver of the
Union’s future institutional reforms and policy coordination mechanisms (see 11. Implementation Roadmap and
Policy Coordination Mechanisms).

3.5 Synthesis: Interplay of Drivers and Implications for Future Pathways

The four pressure groups examined - political (Brexit aftermath), economic (growth and fiscal gaps),
social (migration and demographic change), and geopolitical (energy security and global compe-
tition) - do not operate in isolation. Their interdependence creates a feedback loop:

o Political legitimacy crises amplify demands for institutional reform (link to 9).

e Economic constraints limit the Union’s capacity to fund green and digital transitions, which are
essential for maintaining global competitiveness (link to 4 and 8).

e Social tensions over migration feed into security debates, influencing the balance between NATO
cooperation and EU strategic autonomy (link to 6).

¢ Geopolitical energy challenges compel deeper fiscal and monetary coordination, reinforcing the argu-
ments for a more integrated fiscal framework (link to J).

Understanding this complex matrix is crucial for the scenario modelling described in the methodology of 1.
Introduction. The subsequent sections will explore how the EU can translate these drivers into concrete reforms,
balancing deeper integration with the flexibility required to sustain legitimacy and resilience.



4. Strategic Vision and Long-Term Objectives

4.1 Articulated Goals for 2030-2050

The European Union’s official strategic documents (e.g., the Furopean Commission’s “Europe 2030+ agenda
and the European Council conclusions of 2023) converge on three overarching objectives for the 2030-2050
horizon:

Objective Core Elements (2023-2025 statements) Target Milestones

Deeper Integration « Completion of the Economic and Monetary Union (full fiscal capacity, common e 2027: EU-wide fiscal stabilization
unemployment insurance). « Expansion of the EU’s competence in security-defence (European mechanism. ¢ 2035: Joint EU defence
Defence Fund, joint procurement). « Institutional streamlining (enhanced cooperation, procurement framework covering 30 % of
possible treaty revision). member-state defence budgets. « 2040: Formal

treaty amendment on shared sovereignty in key
policy fields.

Resilience « Climate-energy resilience (100 % renewable electricity by 2040, net-zero emissions by « 2030: 40 % renewable share in total energy
2050). » Digital and supply-chain resilience (EU-wide data spaces, strategic stockpiles of mix. e 2035: EU-wide AI governance framework
critical minerals). e Socio-economic resilience (EU-wide social safety net, labour-mobility operational. e 2045: EU social protection
platform). scheme covering cross-border workers.

Global Leadership o “Strategic Autonomy” in technology, defence and foreign policy. ¢ Strengthened « 2030: EU positioned as the primary
multilateralism (leadership in WTO reform, climate diplomacy).s Promotion of European standard-setter for AI ethics. e 2040: EU leads
values (rule of law, digital rights). a coalition for a global carbon-pricing

mechanism. e« 2050: EU recognised as the
principal architect of a “rules-based” digital
order.

These goals are presented as a co-evolutionary package: deeper integration is seen as the engine that fuels
resilience, while resilience underpins the EU’s claim to global leadership.

4.2 Coherence with Historical Trajectories

The strategic vision builds directly on the pathways identified in Section 2 - Historical Evolution and
Institutional Foundations:

o The Lisbon Treaty’s “enhanced cooperation” mechanism (Section 2) is invoked as the procedural tool
for incremental deepening, especially in fiscal and defence domains.

o The European Court of Justice’s role in guaranteeing uniform rule-of-law (Section 2) is highlighted
as the legal backbone for a future “EU-wide social safety net.”

By anchoring the 2030-2050 agenda in the same institutional pillars that have historically enabled integration,
the EU seeks to avoid the “selective dis-integration” scenario warned about in Section 2. The vision therefore
appears historically consistent, using established treaty-based flexibilities rather than proposing a radical
institutional rupture.

4.3 Alignment with Current Challenges

The strategic objectives respond to the pressure points outlined in Section 3 - Current Challenges and
Drivers of Change:

Challenge (Section 3) Corresponding Strategic Objective Tllustrative Policy Link

Post-Brexit fiscal gaps & QMV Deeper Integration (Fiscal Union) Creation of an EU-wide fiscal stabilization

realignment mechanism (2027 target).

Economic divergence & competitiveness Resilience (Digital & Supply-Chain) EU-wide data spaces and strategic mineral stockpiles
to reduce dependence on external suppliers.

Migration and demographic imbalance Resilience (Social Protection) Cross-border unemployment insurance and a
EU-level labour-mobility platform.

Energy security crisis (2022-23) Resilience (Green Transition) 100 % renewable electricity target and joint
investment in offshore wind.

Geopolitical competition (US, China) Global Leadership (Strategic Autonomy) Joint EU defence procurement and AI governance
leadership.

Thus, the vision is diagnostically coherent: each objective directly mitigates a key driver identified in Section
3, creating a feedback loop where progress in one area (e.g., climate resilience) reinforces another (e.g., strategic
autonomy).
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4.4 Inter-Objective Consistency
While the three pillars are mutually reinforcing, their internal coherence must be examined:

1. Policy Synergies
o Fiscal integration provides the budgetary space needed for large-scale green and digital investments,
linking Deeper Integration with Resilience.

e A common defence procurement reduces duplication, freeing resources for the FU-wide social safety
net, thereby connecting Global Leadership with Resilience.

2. Potential Trade-offs
¢ Sovereignty vs. Autonomy - Expanding EU competence in defence may trigger member-state
resistance, risking the legitimacy gains sought in Section 9 - Institutional Reform and
Democratic Legitimacy.

¢ Fiscal solidarity vs. fiscal prudence - A pan-EU fiscal capacity could be perceived as “moral
hazard” by fiscally conservative states, potentially slowing the pace of deeper integration.

3. Temporal Sequencing
e The roadmap suggests a phased approach: first secure fiscal tools (2027), then leverage them for
green and digital resilience (2030-2035), and finally translate the accumulated capacity into global
leadership (2040-2050). This sequencing respects the “feedback loop” described in Section 3, allowing
early wins to build political momentum for later, more contentious reforms.

Overall, the strategic vision demonstrates internal logical consistency, provided that the sequencing and
political management of trade-offs are carefully handled.

4.5 Risks to Coherence

Risk Origin (Section) Potential Impact on Vision

Democratic Section 1 (Purpose & Relevance) & Section 9 Without credible reforms to the European Parliament and Council, deeper integration
deficit (Institutional Reform) may be perceived as technocratic, eroding public support.

Member-state Section 3 (Brexit impact) Nationalist narratives could block treaty revisions needed for fiscal and defence
sovereignty integration, fragmenting the strategic package.

backlash

Economic Section 3 (Growth divergence) Uneven convergence may limit the fiscal capacity of the Union, undermining the fiscal
divergence stabilization mechanism.

persisting

External shock Section 3 (Energy crisis, global competition) A severe external shock could force the EU to prioritize short-term crisis management
(energy, over long-term strategic investments, delaying milestones.

geopolitical)

Implementation Section 11 (Implementation Roadmap) - not yet detailed Insufficient coordination mechanisms could lead to policy fragmentation, weakening the
capacity gaps but implied synergy between objectives.

Mitigating these risks will require parallel institutional reforms (Section 9) and a robust implementation
roadmap (Section 11) that embed monitoring, flexibility, and citizen engagement.

4.6 Summary Assessment

The EU’s 2030-2050 strategic vision is a coherent, multi-dimensional package that aligns its long-term
aspirations with historical institutional pathways and the immediate challenges identified in earlier sections.

e Strengths: Clear linkage between integration, resilience, and leadership; phased milestones that build

on each other; explicit use of existing treaty tools (enhanced cooperation).

e Weaknesses: Dependence on deep institutional reforms to secure democratic legitimacy; vulnerability
to sovereignty-driven push-back; need for strong coordination mechanisms to avoid policy silos.

If the EU can successfully navigate the identified risks - particularly by advancing the reforms outlined in
Section 9 and by operationalising the phased plan in Section 11 - the strategic vision offers a credible
roadmap for a more integrated, resilient, and globally influential Union by mid-century.
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5. Economic Integration and Fiscal Coordination

5.1 Why a Stronger Fiscal Union Is Now Imperative

The post-Brexit fiscal landscape described in Section 3 - lower net contributions and widening budgetary gaps
- has sharpened the case for a more centralized fiscal capacity. A stronger fiscal union would:

1. Absorb asymmetric shocks - the pandemic-era Recovery and Resilience Facility proved that joint
borrowing can stabilise economies, but its ad-hoc nature limits long-term credibility.

2. Finance strategic investments - the green and digital transitions outlined in Section 4 require
front-loaded capital that many Member States cannot raise individually without jeopardising debt
sustainability.

3. Enhance credibility in global competition - a unified fiscal stance signals to the United States and
China that the EU can mobilise resources swiftly, reinforcing the “global leadership” pillar of the strategic
vision.

These drivers echo the “fiscal stabilization mechanism by 2027” target identified in Section 4, confirming
internal consistency across the publication.

5.2 Design Options for a Euro-Area Budget

Building on the “fiscal stabilization mechanism” concept, three complementary instruments are under active
debate:

Instrument Core Features Potential Benefits Implementation Hurdles
Euro-Area Budget Fixed annual budget ( 0.5 % of Provides a predictable pool for crisis Requires treaty amendment or enhanced cooperation;
(EAB) EU GDP) financed by a dedicated response, convergence projects, and strategic political resistance from net contributors.

levy on Member State investments.

contributions and, eventually, joint

borrowing.
European Stabilisation Counter-cyclical fund activated Reduces moral hazard by linking support to Calibration of triggers; need for robust monitoring.
Fund (ESF) automatically when a Member objective indicators; fast-acting.

State’s unemployment rate exceeds
a predefined threshold.
Common Eurobond Joint issuance of sovereign debt, Lowers borrowing costs for weaker economies; Sovereign debt mutualisation remains a politically
(Euro-bond) with proceeds earmarked for the deepens market integration. sensitive issue; must be paired with strict fiscal rules.
EAB and ESF.

A hybrid approach - a modest EAB complemented by an ESF and a limited Eurobond programme - aligns
with the “phased sequencing” advocated in Section 4, delivering early wins while allowing time for political
consensus.

5.3 Completing the Banking Union

The Banking Union, launched in 2014, remains incomplete without a European Deposit Insurance Scheme
(EDIS) and a fully operational Single Resolution Mechanism (SRM). Completion is essential for three
reasons:

. Financia abili - a common deposit guarantee eliminates “run” incentives in weaker bankin,
1. F 1 Stability deposit t | tes “ 7 t ker bank

systems, reinforcing the fiscal buffer created by the Euro-Area budget.

2. Risk Sharing - EDIS spreads credit-risk across the Union, reducing the need for national bail-outs that
strain public finances.

3. Market Integration - a level playing field for banks encourages cross-border lending, supporting the
competitiveness agenda of Section 4.

Key steps include:

e Legal harmonisation of deposit-insurance rules under the European Deposit Insurance Scheme
Regulation.
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o Capitalisation of the European Deposit Insurance Fund (EDIF) through a modest levy on
banks, phased in over five years.

e Strengthening the SRM by granting the Single Resolution Board full authority to intervene in failing
banks, regardless of national ownership structures.

These measures dovetail with the “risk-sharing mechanisms” highlighted in the strategic vision and address the
“persistent fiscal-monetary integration challenges” noted in Section 2.

5.4 Policies to Boost Competitiveness
A fiscal and banking union alone will not close the productivity gap between core and peripheral economies.
Targeted policies are required to raise the EU’s overall competitiveness:
5.4.1 Deepening the Single Market
e Services Liberalisation - remove remaining barriers in finance, telecommunications, and transport,

unlocking €200 bn of efficiency gains (European Commission estimates).

¢ Harmonised Taxation of the Digital Economy - adopt a EU-wide digital services tax to level the
playing field for European tech firms.

5.4.2 Innovation and Green/Digital Transition
o EU Innovation Fund 2.0 - expand the existing fund to cover 30 % of total EU R&D spending, with a

mandatory co-financing share from the Euro-Area budget.

e Green Industrial Policy - channel a portion of the fiscal union’s budget into “green corridors” that
support high-tech manufacturing in lagging regions, linking climate targets (Section 7) with industrial
policy.

5.4.3 Skills and Labour Mobility
e European Skills Guarantee - a EU-wide upskilling programme financed by the fiscal union, guaran-

teeing at least 80 % of workers in transition receive training within six months.

¢ Enhanced Free-Movement of Workers - simplify recognition of professional qualifications, especially
in health and ICT sectors, to address demographic imbalances highlighted in Section 3.

These measures create a virtuous cycle: higher productivity raises tax bases, easing fiscal pressures, while a
stable banking sector supplies the credit needed for investment.

5.5 Convergence and Cohesion: From Conditionality to Partnership

To ensure that fiscal and monetary integration translates into real convergence, the Union must move beyond
the “one-size-fits-all” approach of the Cohesion Policy. The following pillars are proposed:

1. Performance-Based Funding - allocate a larger share of the Euro-Area budget to Member States that
meet structural reform benchmarks (e.g., pension sustainability, labour-market flexibility).

2. Strategic Investment Partnerships - pair wealthier Member States with less-developed ones in joint
public-private projects (e.g., renewable-energy parks, digital hubs).

3. Social Cohesion Safeguards - embed a “social floor” in the fiscal union, guaranteeing minimum pub-
lic-service standards to prevent a race-to-the-bottom in social spending.

These elements respect the “balanced approach between solidarity and prudence” highlighted in Section 4,
while directly tackling the “growth divergence” identified in Section 3.
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5.6 Governance, Democratic Legitimacy, and Institutional Alignment

Any deepening of fiscal and banking integration must be anchored in robust democratic oversight. Section 9
stresses the need for institutional reforms; this subsection outlines concrete links:

e Euro-Area Parliament Committee - a dedicated committee within the European Parliament to
scrutinise the Euro-Area budget, EDIS, and related legislation, enhancing transparency.

e Council of the Euro-Area - a streamlined decision-making body composed of finance ministers,
operating under qualified majority voting for fiscal matters, reducing the veto-induced stalemates noted
in Section 2.

e Enhanced Role for the European Court of Auditors - systematic audits of the Euro-Area budget
and banking-union funds, with results reported to both Parliament and the Council.

By embedding these governance structures, the Union can mitigate the “democratic-deficit” concerns raised in
Section 3 and provide the legitimacy needed for the ambitious fiscal and banking reforms outlined above.

5.7 Outlook

The convergence of a stronger fiscal union, a completed banking union, and targeted competitiveness policies
creates a coherent pathway toward the EU’s 2030-2050 strategic vision. When coupled with the institutional
reforms of Section 9 and the implementation roadmap of Section 11, these proposals can transform the
current “asymmetric shock” vulnerability into a resilient, integrated economic core capable of sustaining the
Union’s global leadership aspirations.
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6. Security, Defense, and Strategic Autonomy

6.1 The Rationale for a Common EU Security-Defence Policy

The strategic vision outlined in Section 4 places deeper integration and resilience at the core of the Union’s
2030-2050 agenda. Security and defence are repeatedly identified in the same section as “critical pillars of
strategic autonomy” that must be underpinned by reliable, EU-wide resources. The drivers identified in Section
3 - geopolitical tension with great-power competition, the 2022-23 energy-security shock, and the need for a
coordinated response to hybrid threats - create a compelling case for a more coherent EU defence posture that
can act swiftly, independently of external actors when required.

A common security-defence policy (CSDP) therefore serves three inter-linked purposes:

1. Risk-sharing - pooling capabilities reduces duplication across Member States and mitigates the
“free-rider” problem that has historically limited EU-wide procurement.

2. Strategic coherence - a unified policy aligns military planning with the EU’s broader foreign-policy
objectives (see Section 10) and with the economic tools described in Section 5.

3. Political legitimacy - embedding defence decisions in EU institutions (Commission, Council, and a
strengthened Euro-Area Parliament Committee) directly addresses the democratic-deficit concerns high-
lighted in Section 2 and Section 9.

6.2 The European Defence Fund (EDF) as the Financial Engine

The European Defence Fund (EDF) is the principal instrument for translating the CSDP ambition into
concrete capabilities. Its current mandate (2021-2027) focuses on research, development and the acquisition of
joint projects, with a budget of €8 billion. Building on the fiscal integration pathways described in Section 5,
the EDF can be expanded in two complementary ways:

Expansion Option Description Alignment with Other Sections
EDF 2.0 - a “Strategic-Autonomy” tranche Allocate an additional €12 billion Supports the digital sovereignty agenda of Section 8 and the green-transition
(2028-2035) earmarked for goals of Section 7 (e.g., low-emission propulsion).

“critical-technology” programmes
(e.g., autonomous systems,
cyber-defence, space-based ISR).
EDF-linked Euro-Area Budget Line Create a dedicated line in the Provides a stable, predictable financing source, reducing reliance on ad-hoc
Euro-Area Budget (see Section 5) national contributions and enhancing fiscal solidarity.
that co-finances large-scale
procurement (e.g., joint fighter
fleets, naval platforms).

These financing mechanisms respect the “modest centralisation” principle advocated in Section 5, while deliv-
ering the scale needed for genuine capability-building. Moreover, linking EDF resources to performance-based
criteria (e.g., industrial spill-overs, employment creation) dovetails with the convergence mechanisms highlighted
in Section 5.

6.3 Balancing NATO Cooperation with EU Strategic Autonomy

The Union’s security architecture has always been anchored in the transatlantic alliance. Section 3 notes that
NATO remains the cornerstone of collective defence, yet the same section also points to “increasing geopolitical
volatility” that can strain NATQO’s consensus-building. The EU therefore pursues a dual-track approach:

1. Complementarity - EU forces focus on crisis-management, capacity-building, and “strategic-autonomy”
tasks (e.g., rapid deployment, cyber-defence, and resilience-building) that free NATO to concentrate on
high-intensity deterrence.

2. Interoperability - Joint training standards, common procurement (via the EDF), and shared com-
mand-and-control structures ensure that EU missions can be seamlessly integrated into NATO operations
when required.

A practical illustration is the EU-NATO Joint Capability Development Centre (JCDC), which can be
expanded to co-ordinate research on autonomous weapons and Al-driven decision-support tools - areas also
covered in Section 8. This institutional bridge mitigates the risk of duplication and reinforces the “strate-
gic-autonomy” narrative without alienating the United States or other NATO allies.
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6.4 Institutional Architecture for a More Autonomous EU Defence

Realising a credible CSDP demands reforms that go beyond budgetary adjustments. Drawing on the institu-
tional analysis in Section 2 and the reform proposals of Section 9, the following governance upgrades are

recommended:
Reform Rationale Expected Outcome
Creation of a European Mirrors the finance-minister Council model in Faster approval of joint procurement and operational mandates.
Defence Council (EDC) - a Section 5, ensuring decisive, collective
standing body of defence ministers decision-making.

with qualified-majority voting
(QMYV) on strategic projects.

Euro-Area Parliament Enhances democratic oversight, directly Greater public trust and transparency in defence spending.
Defence Committee - a addressing the legitimacy gap noted in Section
dedicated committee within the 2.

Euro-Area Parliament (see

Section 5) to scrutinise EDF

spending and CSDP missions.

Joint EU Military Staff Builds on the existing EU Military Staff but Improved operational coherence and interoperability with NATO.

(JEMS) - a permanent, EU-wide with a stronger mandate and resources.
staff that coordinates operational

planning, intelligence sharing, and

liaison with NATO’s Allied

Command Operations.

These reforms preserve the balance of power between the Council of the EU and the Commission, while granting
the EU a more decisive role in security matters.

6.5 Strategic-Autonomy Scenarios and Policy Mix

Based on the scenario modelling described in Section 1, three plausible pathways emerge for EU defence:

Scenario Core Features Compatibility with EU-wide Objectives
Baseline - EU continues to rely on ad-hoc Meets NATO obligations but falls short of the strategic-autonomy pillar of Section 4.
“Co-ordination-Only” coordination of national forces; EDF

remains modest.
Intermediate - EDF 2.0 is adopted; EDC with QMV Aligns with the “resilience” pillar, provides tangible capability gains, and respects fiscal prudence from
“Enhanced is established; limited joint Section 5.
Autonomy” procurement (e.g., drones,

cyber-units).
Transformative - “Full Full EDF-Euro-Area budget Realises the “global-leadership” pillar of Section 4, but requires decisive political commitment and
Strategic Autonomy” integration; EU maintains a standing robust democratic legitimation (see Section 9).

rapid-reaction force ( 30,000 troops);
deep NATO-EU integration via the
expanded JCDC.

The Intermediate scenario is identified as the most politically feasible in the short-to-medium term, offering
early wins that can be built upon as public support and institutional capacity grow.

6.6 Policy Recommendations

1.

Adopt EDF 2.0 with a clear “strategic-autonomy” tranche, financed through a dedicated Euro-Area
budget line (per Section 5).

Institutionalise the European Defence Council with QMV voting to ensure swift, collective
decisions on joint projects.

Strengthen EU-NATO interoperability by expanding the JCDC and harmonising procurement
standards, thereby preserving the transatlantic bond while advancing autonomy.

Embed democratic oversight through a Euro-Area Parliament Defence Committee, linking defence
spending to performance-based outcomes (convergence mechanisms from Section 5).

Phase implementation according to the roadmap in Section 11, beginning with research and cy-
ber-defence projects (2025-2027), followed by joint acquisition of medium-range systems (2028-2032), and
culminating in a standing rapid-reaction force by 2035.

These steps collectively advance the EU’s strategic-autonomy ambition, reinforce its role as a security actor in a
multipolar world, and remain consistent with the broader integration, resilience, and legitimacy goals articulated
throughout the publication.
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7. Climate, Energy, and the Green Transition

7.1 EU Climate Ambition and the European Green Deal

The European Union has positioned the European Green Deal (EGD) as the cornerstone of its 2030-2050
strategic vision (see Section 4). The Deal sets a legally binding target of net-zero greenhouse-gas emissions
by 2050 and an interim 55 % reduction by 2030 relative to 1990 levels. It also commits the Union
to 100 % renewable electricity by 2040, a milestone that underpins both climate mitigation and the
energy-independence agenda highlighted in Section 3 (the 2022-23 energy crisis).

Key pillars of the EU climate agenda include:

Pillar Core Objective Current Status (2024)

Fit-for-55 Package Deliver the 55 % emissions cut through revised ETS, Adopted by the Council; implementation phases 2025-2035 underway
renewable targets, and energy-efficiency standards

Carbon Border Prevent carbon leakage and level the playing field for EU First phase (direct emissions) operational from 2026

Adjustment Mechanism industry

(CBAM)

Just Transition Mobilise €100 bn to support regions and sectors most €37 bn disbursed to 12 Member States (2022-2024)

Mechanism (JTM) affected by decarbonisation

Renewable Energy Raise the overall renewable share in gross final energy National Renewable Energy Action Plans updated in 2023

Directive (RED II/III) consumption to 40 % by 2030

These elements collectively shape the EU’s climate agenda and provide the policy scaffolding for the implemen-
tation pathways discussed below.

7.2 Implementation Pathways: Policy Instruments and Funding Mechanisms

The EGD’s ambition is translated into three inter-linked implementation pathways that dovetail with the fiscal
and institutional reforms outlined in Sections 5 and 9:

1. Regulatory Pathway - Strengthening the EU Emissions Trading System (ETS), expanding the Re-
newable Energy Directive, and finalising the Fit-for-55 legislative suite. The regulatory route benefits
from the Euro-Area Parliament Committee proposed in Section 5, ensuring democratic oversight
of climate-related budgetary measures.

2. Fiscal Pathway - Leveraging the Euro-Area Budget and the European Stabilisation Fund (Sec-
tion 5) to finance the EU Innovation Fund, the Just Transition Mechanism, and a new Green
Investment Bank (GIB). The GIB would issue green bonds backed by the Euro-Area budget, providing
a low-cost financing channel for large-scale renewable and energy-efficiency projects.

3. Industrial-Policy Pathway - Aligning the European Industrial Strategy with the Green Deal
through targeted subsidies, strategic public-private partnerships, and the Carbon Border Adjustment
Mechanism. This pathway directly links climate objectives to the industrial competitiveness goals
of Section 4 and the performance-based convergence mechanisms of Section 5.

Together, these pathways create a coherent “climate-fiscal-industrial” nexus that can deliver the required invest-
ment of €1 trn per year (average 2025-2035) while respecting Member State sovereignty concerns highlighted
in Section 2.

7.3 Energy Independence: Decarbonisation, Security, and Supply Diversification

The 2022-23 energy crisis exposed the EU’s vulnerability to external fossil-fuel supplies (see Section 3). The
Green Deal reframes energy independence as a dual objective:

e Decarbonisation - By 2040, the EU aims for a fully renewable electricity system, supported by a 10
% increase in offshore wind capacity ( 300 GW) and a 30 % expansion of solar PV ( 250 GW).
The European Battery Alliance will scale up domestic battery production, reducing reliance on Asian
supply chains.

e Supply Diversification - While renewable generation grows, the EU will maintain a strategic gas re-
serve and accelerate the rollout of hydrogen infrastructure (green hydrogen produced from renewable
electricity). The Hydrogen Strategy for a Climate-Neutral Europe targets 40 GW of electrolyzer
capacity by 2030, providing a flexible bridge for sectors that are hard to electrify.
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Energy-security considerations are embedded in the Strategic Autonomy narrative of Section 6: a greener
energy mix reduces geopolitical exposure, while coordinated procurement (e.g., joint offshore wind tenders) en-
hances bargaining power with technology suppliers. The Euro-Area Budget can underwrite “energy-security
bonds” that finance cross-border interconnectors, further integrating national grids and creating a single Euro-
pean energy market.

7.4 Industrial Policy and the Green Transition: Competitiveness and Conver-
gence

A green transition is not merely an environmental project; it is a competitiveness catalyst for European
industry. The EU’s industrial policy, as articulated in Section 4, seeks to couple green innovation with
regional convergence:

o Green Industrial Corridors - Designated clusters (e.g., the North Sea Wind Corridor, the
Mediterranean Solar Hub) will receive coordinated funding from the Euro-Area Budget and the
EU Innovation Fund. These corridors aim to create economies of scale, attract private capital, and
generate high-skill jobs.

¢ Performance-Based Funding - Building on the convergence mechanisms of Section 5, EU funds
will be allocated on the basis of measurable decarbonisation outcomes (e.g., tonnes of CO avoided, re-
newable capacity installed). This approach mitigates the “free-rider” risk and aligns fiscal solidarity with
tangible green results.

e Technology Transfer and Skills Development - The European Skills Agenda will be expanded
to include green-technology curricula, ensuring that the labour force can meet the demand for renew-
able-energy engineers, battery-manufacturing technicians, and circular-economy specialists.

e Carbon Border Adjustment - The CBAM creates a price signal that incentivises EU manufactur-
ers to adopt low-carbon processes, thereby preserving the Union’s industrial competitiveness while
preventing carbon leakage.

These measures collectively reinforce the EU’s ambition to become a global leader in clean technologies, a
goal that dovetails with the global-leadership pillar of the strategic vision (Section 4).

7.5 Governance, Monitoring, and Alignment with Fiscal & Institutional Reforms

Effective implementation of the Green Deal requires robust governance structures that address the demo-
cratic-deficit concerns raised throughout the publication (see Section 2). The following governance enhance-
ments are proposed:

1. European Climate Parliament Committee - A dedicated committee within the Euro-Area Par-
liament Committee (Section 5) to scrutinise climate-related budgetary allocations, monitor progress
against the 2030-2050 targets, and ensure transparent reporting to citizens.

2. Integrated Climate-Fiscal Dashboard - An EU-wide digital platform that aggregates data on emis-
sions, renewable-energy deployment, fiscal disbursements, and industrial performance. The dashboard
will be linked to the monitoring framework of Section 11, enabling real-time policy adjustments.

3. Joint EU-Member State Review Mechanism - Annual “Green Review” meetings between the Euro-
pean Commission, the Euro-Area finance ministers, and national climate ministries to assess compliance
with the Fit-for-55 milestones and to re-calibrate funding streams as needed.

4. Legal Alignment with the EU Treaty - The Green Deal’s implementation will be anchored in the
enhanced cooperation provisions of the Lisbon Treaty (Section 2), allowing willing Member States
to move ahead on ambitious projects while preserving the option for broader participation later.

By embedding climate governance within the broader fiscal and institutional reforms, the EU can ensure that
the Green Transition is politically sustainable, economically viable, and legitimately anchored in the
Union’s democratic architecture.

In summary, the EU’s climate agenda, as framed by the European Green Deal, is tightly interwoven with
energy independence, industrial competitiveness, and the fiscal-institutional reforms outlined in earlier sections.
The implementation pathways described here provide a realistic roadmap for achieving the Union’s 2030-2050
climate targets while reinforcing strategic autonomy and cohesion across the 27 Member States.
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8. Digital Transformation and Innovation Policy

8.1 Digital Sovereignty

The EU’s ambition to achieve digital sovereignty rests on three inter-linked pillars identified in the strategic
vision of Section 4: (i) the capacity to develop and control critical digital infrastructures, (ii) the ability to
set the rules of the digital economy, and (iii) the resilience of the Union’s data and technology supply chains.
A sovereign digital base reduces dependence on non-EU providers of cloud services, semiconductors, and Al
models, thereby strengthening the Union’s overall strategic autonomy (cf. Section 6).

Key policy levers include:

1. European Cloud and Supercomputing Initiative - a coordinated investment of €30 bn by 2030 to
build a network of certified “European Cloud Nodes” and a pan-EU exascale supercomputing platform,
financed through the Euro-Area Budget and the EU Innovation Fund (see Section 5).

2. Semiconductor “Strategic Production” Programme - public-private partnerships that channel
at least €20 bn into EU-based fabs, supported by a dedicated “Digital Sovereignty Bond” to mobilise
private capital.

3. Open-Source Software Mandate - requiring public administrations to adopt open-source solutions
where feasible, creating a market for European developers and reducing lock-in to proprietary ecosystems.

These measures are designed to be compatible with the fiscal integration framework outlined in Section
5, ensuring that the necessary financing is anchored in a transparent, EU-wide budgetary instrument rather
than ad-hoc national subsidies.

8.2 Data Governance and the European Data Space

A coherent data governance architecture is essential for both market efficiency and the protection of funda-
mental rights. Building on the EU’s existing data legislation (Data Governance Act, Digital Services Act), the
section proposes a European Data Space (EDS) that operates on four pillars:

Pillar Objective Policy Tool

Interoperability Enable seamless data exchange across sectors (health, Mandatory use of the EU-wide “Data Interoperability Standard”
mobility, energy). (DIS).

Trust & Security Safeguard personal and non-personal data against Certification scheme for “Trusted Data Platforms” overseen by the
misuse. European Data Protection Board.

Data Portability & Access Empower citizens and SMEs to move data between Strengthened portability rights in the Digital Services Act, with a
providers. “Data Portability Hub” funded by the Euro-Area Budget.

Strategic Data Pools Preserve EU-controlled datasets for Al training and Creation of “Strategic Data Commons” managed by the European
public-interest research. Data Agency, with contributions from member-state public bodies.

The EDS aligns with the AI regulatory framework (see 8.3) by ensuring that high-quality, EU-governed
data are available for trustworthy AI development, while also feeding into the green transition (Section 7)
through data-driven energy optimisation platforms.

8.3 AI Regulation and Trustworthy Innovation

The EU’s approach to artificial intelligence must reconcile innovation incentives with ethical safeguards.
The proposed EU AI Regulation 2.0 builds on the existing Al Act (Section 4) and introduces three graduated
tiers of compliance:

1. Foundational Tier - applies to all Al systems handling personal data; requires conformity with the

EU’s fundamental rights charter and a pre-market conformity assessment.

2. Sectoral Tier - for high-risk domains (health, transport, finance, defence). Mandatory post-deployment
monitoring, explainability dashboards, and a “FEuropean AI Registry” for transparency.

3. Excellence Tier - for frontier Al (large-scale generative models, autonomous decision-making). Access

to the European AI Test-Bed - a secure, high-performance computing environment funded through
the EU Innovation Fund - is a prerequisite for market entry.
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Compliance costs are mitigated by AI Innovation Vouchers (€1 bn by 2035) that support SMEs in adopting
trustworthy AI, and by a risk-sharing mechanism embedded in the Euro-Area Stabilisation Fund, ensuring
that member states are not penalised for early adoption of higher standards.

8.4 Fostering a European Innovation Ecosystem

To translate digital sovereignty and Al regulation into competitive advantage, the EU must nurture an
end-to-end innovation pipeline:

e European Innovation Hubs (EIHs) - a network of 12 regional centres (e.g., Berlin, Barcelona,
Warsaw) that co-locate research institutions, start-up incubators, and corporate R&D. Each hub receives
a baseline grant of €500 m, complemented by performance-based top-up funding linked to job creation
and patent output.

e EU Venture Capital Fund (EUVCF) - a €100 bn fund, capitalised through a levy on large digital
platforms (in line with the Digital Services Act) and the Euro-Area Budget, targeting Series A-C rounds
for deep-tech start-ups.

o Skills & Talent Programme - a €30 bn lifelong-learning initiative that funds digital upskilling,
cross-border mobility scholarships, and a “European Digital Academy” to address the skills gap high-
lighted in Section 3.

¢ Regulatory Sandboxes - harmonised across member states, allowing rapid prototyping of novel digital
services under temporary regulatory relaxations, with real-time oversight by the European Data Agency.

These instruments are explicitly linked to the fiscal and institutional reforms discussed in Sections 5
and 9, ensuring democratic oversight (through the Euro-Area Parliament Committee) and fiscal sustainability
(via the Euro-Area Budget line for digital transformation).

8.5 Governance, Coordination, and Monitoring
Effective implementation requires a cross-cutting governance architecture:

o Digital Transformation Council (DTC) - a new inter-ministerial body with qualified-majority
voting, reporting to the European Council, responsible for aligning digital policies with fiscal, climate,
and security agendas (see Sections 5, 6, 7).

e European Digital Parliament Committee (EDPC) - a standing committee within the European
Parliament that provides democratic scrutiny of the DTC’s decisions, ensuring transparency and citizen
participation (in line with the legitimacy agenda of Section 9).

e Digital Implementation Dashboard - an integrated, real-time monitoring tool that aggregates data

on budget execution, Al compliance rates, data-space utilisation, and innovation outcomes, feeding into
the Implementation Roadmap of Section 11.

Through these mechanisms, the EU can maintain policy coherence, track progress against the 2030-2050
strategic objectives (Section 4), and adjust course in response to emerging technological or geopolitical shocks.
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9. Institutional Reform and Democratic Legitimacy

9.1 Reforming the European Parliament - Strengthening the Direct Democratic
Link

The European Parliament (EP) has already achieved parity with the Council through the ordinary legislative
procedure (see Section 2), yet the “democratic-deficit” highlighted in Section 3 persists. The following
proposals aim to deepen the EP’s legitimacy and its capacity to hold other institutions to account:

1. Trans-national List of Candidates - Introduce a mandatory EU-wide electoral list for at least
one-third of the seats, allowing voters to choose pan-European parties and fostering a genuine European
public sphere.

2. Enhanced Committee Powers - Grant EP committees the right to issue binding opinions on
Commission proposals, similar to the “consent” procedure used for treaty changes, thereby increasing
early-stage scrutiny.

3. Parliamentary Budget Authority - Create a dedicated Budget Committee with the power to amend
the multi-annual EU budget (MFF) before the Council’s final adoption, ensuring that fiscal priorities
reflect citizen-driven policy mixes (linking to the fiscal-union design in Section 5).

4. Digital Deliberation Platform - Deploy a multilingual, open-source e-participation portal (building on
the Digital Transformation Council from Section 8) that aggregates citizen inputs on legislative dossiers
and feeds them into EP plenary debates.

These measures would transform the EP from a “second chamber” into a proactive democratic engine, directly
addressing the legitimacy concerns raised throughout the publication.

9.2 Council of the EU - Balancing National Sovereignty and Collective Deci-
sion-Making

The Council remains the primary venue for intergovernmental negotiation, but its opaque decision-making fuels
perceptions of back-room deals. Proposed reforms include:

1. Qualified-Majority Voting (QMYV) Extension - Expand QMV to policy areas currently subject to
unanimity (e.g., certain aspects of the EU budget, strategic autonomy, and climate finance). This aligns
with the “enhanced cooperation” mechanisms described in Section 2 and reduces the veto power that
hampers swift action.

2. Council Transparency Initiative - Publish real-time voting records and rationales for each decision,
complemented by a post-decision “impact assessment” that is subject to EP and public review.

3. Council-Parliament Joint Committee - Institutionalise a standing joint committee with equal
representation from the Council and the EP to co-draft legislative proposals, mirroring the “Euro-Area
Parliament Committee” suggested in Section 5 for fiscal matters.

4. Rotating Presidency Reform - Strengthen the role of the permanent European Council President by
granting a limited “agenda-setting” mandate for the six-month Council presidency, ensuring continuity
and strategic coherence across policy cycles.

These steps aim to preserve the Council’s role as a guardian of national interests while making its processes
more transparent and accountable.

9.3 Commission Revamp - From Agenda-Setter to Accountable Executive

The Commission’s status as the Union’s “engine” (see Section 2) is indispensable, yet its monopoly over
agenda-setting raises legitimacy questions. The reform package proposes:

1. Mandate-Specific Portfolio Allocation - Require the Commission to publish a mandate portfolio for
each policy area, outlining concrete deliverables, timelines, and performance indicators that are subject
to EP oversight.
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2. Commissioner Selection Reform - Introduce a two-stage appointment: national governments
nominate candidates, followed by a mandatory EP hearing and a qualified-majority vote, enhancing
democratic legitimacy.

3. Strategic Autonomy Oversight Board - Create an inter-institutional board (including the EP,
Council, and national parliaments) to monitor the Commission’s implementation of strategic-autonomy
initiatives (see Section 6).

4. Digital Accountability Dashboard - Integrate the Commission’s key performance data into the
real-time Digital Implementation Dashboard from Section 8, allowing citizens to track progress on
climate, digital, and defence programmes.

These reforms re-balance the Commission’s executive authority with robust, multi-level democratic control.

9.4 EU Budget Process - Towards a Transparent, Participatory Fiscal Architec-
ture

A credible budget is the linchpin of the fiscal union outlined in Section 5. To enhance accountability and
citizen engagement, the following changes are recommended:

1. Multi-Annual Budget with Citizens’ Review - Adopt a seven-year MFF that is subject to a
citizen review phase, where civil-society organisations and the public can submit commentary via the
e-participation platform (Section 9.1).

2. Performance-Based Allocation - Link a significant share of the Euro-Area Budget and the European
Stabilisation Fund to measurable outcomes (e.g., emissions reductions, digital uptake), echoing the
convergence mechanisms of Section 5 and Section 7.

3. Parliamentary Amendments Right - Empower the EP to propose amendments to the MFF before
the Council’s final vote, not merely a line-item approval, thereby closing the “budgetary gap” identified
after Brexit (see Section 3).

4. Independent Fiscal Court - Establish a specialised EU Fiscal Court to adjudicate disputes over bud-
getary legality and to ensure that Member States comply with fiscal rules, reinforcing the rule-of-law role
of the European Court of Justice (Section 2).

These measures aim to make the EU’s financial engine both more efficient and more democratically anchored.

9.5 Enhancing Citizen Engagement and Accountability

Beyond institutional tweaks, a broader cultural shift toward participatory governance is essential. The following
cross-cutting tools are proposed:

1. European Citizens’ Assemblies - Institutionalise a rotating body of 150 randomly selected citizens
(representative of the Union’s demographic diversity) that deliberates on major policy packages (e.g.,
climate, digital, defence) and issues non-binding recommendations to the EP and Council.

2. Open Data & Legislative Tracking - Mandate that all legislative texts, impact assessments, and
voting records be published in machine-readable formats, enabling third-party watchdogs and academic
analysis.

3. Participatory Budgeting Pilots - Launch pilot projects in selected regions where citizens co-decide on
the allocation of a portion of the EU Cohesion Fund, linking directly to the “performance-based funding”

model of Section 5.

4. Civic Education Programme - Fund a EU-wide curriculum on European institutions, democratic rights,
and policy processes, coordinated by the European Education Area, to nurture an informed electorate.

These initiatives leverage digital tools (Section 8) and the EU’s existing education and cultural programmes to
bridge the gap between EU decision-makers and the European public.
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9.6 Interlinkages with Sectoral Reforms

Institutional reform cannot be isolated from the sectoral pathways outlined in earlier sections. Key synergies
include:

o Fiscal Integration (Section 5) - The strengthened EP budget authority and performance-based
allocations create a democratic backbone for the Euro-Area Budget and Stabilisation Fund.

o Strategic Autonomy (Section 6) - The European Defence Council’s qualified-majority voting and
parliamentary oversight complement the Commission’s mandate-specific portfolio, ensuring that defence
spending is transparent and democratically legitimised.

o Green Transition (Section 7) - The EU Climate Parliament Committee and citizen assemblies
provide direct democratic input into climate legislation and the allocation of green funds, reinforcing the
legitimacy of the European Green Deal.

« Digital Sovereignty (Section 8) - The Digital Transformation Council and the real-time implemen-
tation dashboard embed transparency across all policy domains, facilitating citizen monitoring and evi-
dence-based oversight.

By aligning institutional redesign with sectoral reforms, the EU can simultaneously address the democratic
deficit and deliver the integrated, resilient Union envisioned in Section 4.

Conclusion of Section 9

The proposed suite of reforms - ranging from trans-national parliamentary elections to a transparent, perfor-
mance-oriented budget process - offers a coherent roadmap to bolster democratic legitimacy across the Union.
When coupled with the sector-specific strategies detailed in Sections 5-8, these institutional changes lay the
groundwork for a more accountable, citizen-centric European Union capable of delivering on its 2030-2050
strategic vision.
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10. Foreign Policy, Enlargement, and Neighborhood Relations

10.1 EU Foreign-Policy Framework and Strategic Continuity

The Union’s external action rests on the Common Foreign and Security Policy (CFSP) and the Eu-
ropean Neighbourhood Policy (ENP), both reinforced by the Strategic Compass (adopted 2022) that
links security, defence, and diplomatic tools to the EU’s long-term vision (see Section 4). The framework is
increasingly oriented toward strategic autonomy - the capacity to act independently while remaining com-
patible with NATO and other multilateral partners (cf. Section 6). This orientation shapes three inter-related
pillars:

1. Normative Power - promotion of democracy, rule of law, and human rights, echoing the EU’s internal
legitimacy agenda (Section 9).

2. Economic Leverage - use of trade, investment, and the Carbon Border Adjustment Mechanism
to align external partners with the Green Deal (Section 7).

3. Security & Resilience - coordinated defence, cyber-security, and crisis-response mechanisms that com-
plement the EU-NATO partnership (Section 6).

Together, these pillars aim to translate the Union’s 2030-2050 strategic vision (Section 4) into a coherent external
posture.

10.2 Western Balkans - Enlargement as a Stabilisation Tool

Dimension

Current Status

Policy Levers

Alignment with Internal Priorities

Accession
Perspective

Security
Cooperation

Socio-Economic
Outlook

All six Western-Balkan states
(Albania, Bosnia-Herzegovina,
Kosovo, Montenegro, North
Macedonia, Serbia) are
candidate or potential
candidate countries (EU 2024
enlargement roadmap).

EU-led Regional Security
Initiative (RSI) provides
training and joint exercises;
NATO remains the primary
defence guarantor.

Persistent youth unemployment
(20 % average) and
infrastructure gaps.

« Negotiation Chapters -
accelerated on rule-of-law,
public-finance and digital
single market. o
EU-Balkans Trust Fund -
€2 bn (2025-2030) for
infrastructure, green
corridors, and digital
upgrades. s Conditionality
- linking pre-accession
assistance to democratic
reforms (mirroring the EU’s
own democratic-deficit
mitigation in Section 9).

« EU Defence Fund
(EDF 2.0) - earmarked
€500 m for Balkan joint
procurement of UAVs and
cyber-defence tools. e
EU-NATO Joint
Capability Development
Centre - deepened liaison
for crisis response.

« Just Transition
Mechanism - targeted at
mining regions in Serbia and
Bosnia-Herzegovina. ¢« EU
Innovation Hubs - pilot
hubs in Sarajevo and Skopje
to foster start-ups (Section

« Fiscal Integration - pre-accession budgeting aligns with the Euro-Area
budget design (Section 5). ¢ Green Transition - joint renewable projects
support the EU’s 100 % renewable electricity target (Section 7).+ Digital
Sovereignty - pilot e-government platforms feed into the EU Digital
Transformation Council’s agenda (Section 8).

Reinforces the intermediate strategic-autonomy scenario (Section 6)
while respecting NATO’s high-intensity deterrence role.

Directly contributes to convergence mechanisms described in Section 5,
reducing the core-periphery divide.

Key Recommendation: Adopt a “conditional-convergence” pathway that couples accession progress with
measurable performance-based funding, ensuring that enlargement strengthens both EU stability and internal
cohesion.

10.3 Eastern Partnership - Deepening Ties with the Eastern Neighbourhood

The Eastern Partnership (EaP) comprises Armenia, Azerbaijan, Belarus, Georgia, Moldova, and Ukraine.
The EU’s approach balances support for democratic reforms with geopolitical realism in a context of
heightened great-power competition.

1. Political Dimension - The EU-Ukraine Association Agreement (2022) and the EU-Georgia
Deepening Partnership set the template for conditional integration: democratic standards,
anti-corruption, and market reforms are prerequisites for deeper economic ties.
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2. Economic Instruments -

o« EU-EaP Trade and Investment Facility (TIF) - €3 bn (2025-2030) to modernise transport
corridors (e.g., Belt-Road-2.0 linking the Black Sea to the EU’s Green Industrial Corridors).

e Digital Connectivity - Extension of the European Data Space to partner states, fostering
data-governance standards compatible with the EU’s AI Regulation 2.0 (Section 8).

3. Security & Resilience -

o« EU-CST (Common Security and Defence Policy) Support - limited to capacity-building,
cyber-defence, and border-management (e.g., EU-Border Assistance Mission in Moldova).

e Strategic Autonomy - The EaP is a testing ground for the intermediate autonomy scenario
(Section 6), allowing the EU to develop independent crisis-response tools without duplicating NATO
structures.

4. Energy & Climate - Joint projects on green hydrogen and cross-border renewable grids align
with the EU’s energy-independence goals (Section 7) and reduce reliance on external fossil-fuel supplies.

Policy Note: Prioritise “Selective Deepening” - grant advanced market access and targeted fiscal support to
EaP members that meet a triple-criteria of democratic governance, rule-of-law compliance, and climate-policy

alignment.

10.4 EU in a Multipolar World - From Normative Actor to Strategic Partner

The post-2022 geopolitical environment is characterised by US-China strategic rivalry, Russia’s assertive-
ness, and regional powers (Turkey, Saudi Arabia, India) seeking greater influence. The EU’s external strategy
must therefore balance three complementary roles:

Role

Core Actions

Link to Internal Strategies

Normative
Leader

Strategic
Autonomy
Provider

Economic Bridge

« Champion of the Paris Agreement,
Digital Rights, and Human Rights. ¢
Expand the EU Global Human Rights
Sanctions Regime.

o Deploy EU-wide rapid-reaction forces
(see Section 6). ¢ Offer EU-funded
cyber-defence services to partner states. o
Coordinate EU-led development finance
through the European Investment Bank.

¢ Use the EU-China Comprehensive
Agreement on Investment (pending) to set
standards for market access. ¢ Promote
EU-centric digital standards (Section 8) in
trade agreements. « Leverage the Carbon
Border Adjustment Mechanism to shape
global climate policy.

Supports the global-leadership pillar of Section 4 and leverages the EU Climate Diplomacy
(Section 7).

Reinforces the intermediate autonomy scenario (Section 6) and draws on the Euro-Area fiscal
tools (Section 5) for financing.

Aligns with the green transition (Section 7) and digital sovereignty (Section 8), while providing
a revenue stream for the Euro-Area Stabilisation Fund (Section 5).

By integrating these roles, the EU can maintain relevance in a multipolar order without compromising its
internal cohesion or democratic legitimacy (Section 9).

10.5 Coherence with Internal Reforms and the Implementation Roadmap

o Fiscal Instruments: The Euro-Area Budget and Stabilisation Fund (Section 5) will finance
pre-accession assistance, EaP infrastructure, and EU-led security missions, ensuring that external
spending is anchored in the Union’s fiscal architecture.

o Institutional Oversight: The European Parliament Budget Committee (Section 9) will obtain
amendment rights over external financing, providing democratic scrutiny of enlargement and neighbour-
hood programmes.

¢ Policy Coordination:

The Digital Transformation Council (Section 8) and the European

Defence Council (Section 6) will jointly monitor cross-cutting projects (e.g., secure data-sharing for
border management).
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e Monitoring Framework: The Implementation Dashboard (Section 11) will incorporate exter-
nal-policy indicators - accession-chapter progress, EaP trade volumes, and EU-led security deployments
- enabling real-time adjustments.

10.6 Risks, Challenges, and Policy Recommendations

Risk Potential Impact Mitigation Measures
Enlargement Slows accession negotiations; fuels Eurosceptic narratives. Tie enlargement to performance-based funding and citizen-engagement
Fatigue - domestic mechanisms (European Citizens’ Assemblies on enlargement, Section 9).

scepticism toward

further expansion.

Geopolitical Disruption of trade routes; security destabilisation. Strengthen EU-NATO liaison (Section 6) and diversify energy supplies
Backlash - (Section 7) to reduce leverage of external actors.

great-power pressure

on the Western

Balkans and EaP.

Resource Undermines credibility of EU promises. Prioritise co-financing with the Euro-Area Budget and green-investment
Competition - fiscal bonds to mobilise private capital (Sections 5 & 7).

constraints may limit

external

commitments.

Policy Coherence Erodes normative influence; creates regulatory arbitrage. Deploy EU-wide regulatory sandboxes for partner states (Section 8) and
Gaps - divergent expand the Carbon Border Adjustment Mechanism to cover EaP
standards between imports.

internal and external

partners.

Democratic Deficit Legitimacy crisis; perception of technocratic decision-making. Institutionalise European Parliament oversight of CFSP decisions (Section
in External 9) and publish real-time foreign-policy dashboards (Section 11).
Governance -

limited EU citizen
oversight of foreign
policy.

Strategic Recommendations

1. Adopt a “Conditional Convergence” Model for both the Western Balkans and Eastern Partnership,
linking accession or deepening partnership to measurable reforms and performance-based EU funding.

2. Integrate External Funding into the Euro-Area Fiscal Architecture, ensuring that external
commitments are financed through transparent, democratically overseen mechanisms.

3. Leverage the EU’s Green and Digital Agendas as diplomatic tools, aligning climate-finance and
digital-standard cooperation with the Union’s strategic-autonomy objectives.

4. Strengthen EU-NATO Coordination while developing EU-centric rapid-reaction and cyber-defence
capabilities, preserving the transatlantic bond and enhancing strategic autonomy.

5. Embed Democratic Oversight by extending the European Parliament’s amendment rights to external
policy budgets and establishing citizen assemblies on enlargement and neighbourhood issues.

By implementing these measures, the EU can transform its external strategy into a coherent, resilient, and
democratically legitimate pillar of the Union’s future trajectory, fully compatible with the internal reforms
and long-term objectives outlined in Sections 4-9 and operationalised in the implementation roadmap of Section
11.
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11. Implementation Roadmap and Policy Coordination Mechanisms

11.1 Phased Implementation Timeline

Phase Time-frame Core Objectives Anchor Policies (see Sections)
Phase I - 2024-2027 « Institutional set-up of coordination « Fiscal Union - hybrid Euro-Area budget design (Section 5) « Strategic
Foundations bodies o Adoption of the Euro-Area Autonomy - EDF 2.0 tranche and Defence Council (Section 6) « Digital

(2024-2027)

Phase II -
Integration &
Convergence
(2028-2033)

2028-2033

Phase III -
Consolidation
& Global
Leadership
(2034-2050)

2034-2050

Budget and Stabilisation Fund e
Launch of the European Defence
Council and Digital Transformation
Council

« Operationalise performance-based
funding for green, digital and defence
projects « Complete Banking Union
(Deposit Insurance Scheme) « Deploy
EU-wide AT and data-governance
frameworks

« Full fiscal capacity for crisis
response and strategic investments e
Joint EU rapid-reaction force and
cyber-defence hub « EU-wide
climate-neutral electricity system and
digital single market

Sovereignty - European Cloud & Supercomputing Initiative (Section 8)

« Green Transition - Green Investment Bank, industrial corridors (Section
7) « Banking Union - European Deposit Insurance Fund (Section 5) o AI
Regulation 2.0 - risk-sharing linked to Stabilisation Fund (Section 8)

« Strategic Vision - deeper integration, resilience, global leadership
(Section 4) e Security - standing rapid-reaction force, EU-NATO Joint
Capability Centre (Section 6) « Energy Independence - offshore wind,
green-hydrogen corridors (Section 7)

The timeline follows the sequencing suggested in Section 4 (fiscal tools — green/digital resilience — global
leadership) and aligns each phase with concrete legislative packages identified in Sections 5-9. Early wins in
Phase I (budgetary and governance structures) generate political momentum for the more ambitious convergence
mechanisms of Phase II, while Phase III consolidates the Union’s external role as outlined in Section 10.

11.2 Monitoring and Evaluation Framework

Component

Description

Data Sources

Reporting Cadence

Strategic Implementation
Dashboard

Performance-Based
Funding Index (PFBI)

Risk & Resilience Review

(RRR)

Democratic Legitimacy
Audit

Real-time visualisation of progress
against the 2030-2050 targets (fiscal,
climate, digital, defence).

Composite score (0-100) for each
Member State, weighting
convergence criteria (GDP per
capita, emissions, digital readiness,
defence contribution).
Scenario-based assessment of
macro-economic shocks, energy
supply disruptions, and geopolitical
tensions.

Evaluation of citizen engagement,
EP oversight effectiveness, and
transparency metrics.

Euro-Area Budget execution data, EU
Innovation Fund disbursements, Green
Investment Bank loan registers, Al
Registry, Defence procurement
database.

Eurostat, European Environment
Agency, European Data Agency,
European Defence Council.

IMF /World Bank forecasts, ENTSO-E
energy market data, NATO threat
assessments.

EP voting records, citizen assembly
participation data, open-data portal
analytics.

Quarterly public release; annual deep-dive to the
European Parliament Budget Committee (Section 9).

Semi-annual update; informs allocation of the
Stabilisation Fund and Green Investment Bank
resources.

Annual report to the European Council and the
European Defence Council.

Biennial audit by the independent Fiscal Court
(Section 9).

All monitoring tools are interoperable through the EU Implementation Dashboard (Section 8) and feed
into the Policy Coordination Platform described below, ensuring that corrective actions can be triggered

promptly.

11.3 Coordination Mechanisms and Institutional Architecture

1. Policy Coordination Platform (PCP) - a secure, cloud-based hub linking the following bodies:

¢ European Defence Council (Section 6) - QMV decision-making on joint procurement and
capability development.

« Digital Transformation Council (Section 8) - oversees Al, data spaces, and digital infrastructure

financing.

¢ Euro-Area Finance Ministers Council - manages the Euro-Area Budget, Stabilisation Fund,
and Eurobond programme (Section 5).

¢ European Climate Parliament Committee - aligns climate-related spending with the PFBI

(Section 7).

27



¢ European Parliament Budget Committee - exercises amendment rights and performance over-
sight (Section 9).

The PCP provides a single sign-on workflow for proposal drafting, impact-assessment upload, and
cross-sectoral voting, reducing duplication and ensuring that every policy package is evaluated against the
four strategic pillars (deeper integration, resilience, global leadership, democratic legitimacy).

2. Joint Implementation Secretariat (JIS) - a permanent unit within the European Commission tasked
with:

e Coordinating the phased rollout of legislative packages.

e Managing the inter-institutional liaison between the Council, Parliament, and the Commission
(Section 9 reforms).

o Publishing the Implementation Dashboard and ensuring data quality.

3. Cross-Sectoral Steering Groups - thematic groups (e.g., Green-Digital-Defence Convergence) that
meet quarterly to align funding streams, avoid policy conflicts, and propose joint pilots. Membership
includes representatives from the relevant councils, the European Court of Auditors, and civil-society
observers (as mandated by the citizen-engagement provisions of Section 9).

4. External Coordination Layer - integrates foreign-policy instruments (Section 10) with internal
financing;:

e Euro-Area External Action Fund - channels a share of the Stabilisation Fund to conditional
enlargement and partnership programmes (Western Balkans, Eastern Partnership).

e EU-NATO Liaison Office - embedded within the JIS to guarantee interoperability and avoid
duplication of defence capabilities.

11.4 Risk Management and Adaptive Governance

Risk Category Mitigation Measures Adaptive Trigger

Fiscal Over-extension o Strict PFBI-linked disbursements ¢ Automatic PFBI drop > 15 pts for two consecutive semesters.
“budget-pause” clause if debt-to-GDP exceeds 95 %
(Euro-Area Budget).

Policy Fragmentation « Mandatory cross-sectoral impact assessments in the PCP. Detection of overlapping EU-fund allocations > 5 % of
Joint Steering Group veto on contradictory proposals. total budget.

Geopolitical Shock (e.g., energy supply « Energy-security bonds and strategic reserves (Section 7). e RRR scenario “high-intensity supply disruption”.

cut) Rapid-reaction defence force activation (Section 6).

Democratic Deficit Escalation « Bi-annual Democratic Legitimacy Audit (Section 9). Audit score < 70 % on transparency & participation.

Triggered citizen-assembly deliberation on any policy
exceeding €10 bn.
Technological Obsolescence « Continuous AI and semiconductor R&D funding via the EU AT Regulation 2.0 compliance lag > 12 months.
Innovation Fund (Section 8). ¢ Annual technology foresight
report feeding the PCP.

The adaptive governance loop operates as follows: the Monitoring Framework flags a trigger — the JIS
convenes the relevant Steering Group — a corrective package (re-allocation, legislative amendment, or emergency
fund release) is drafted in the PCP — EP and Council approve under the accelerated procedure defined in Section
9.

11.5 Digital Implementation Dashboard and Data Integration
Built on the European Cloud & Supercomputing Initiative (Section 8), the Dashboard provides:
o KPIs for each strategic pillar (e.g., % of EU-wide renewable electricity, AT compliance rate, defence

capability index).

¢ Budget Execution Tracker linking Euro-Area Budget lines to actual expenditures, with drill-down to
Member-State level.
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¢ Real-time Alerts when PFBI or RRR thresholds are breached, automatically notifying the JIS and
relevant councils.

¢ Open-Data API for researchers, civil-society, and media, reinforcing the democratic legitimacy measures
of Section 9.

The Dashboard is refreshed daily, audited annually by the European Court of Auditors, and its visualisations are
embedded in the quarterly reports to the European Parliament Budget Committee and the European Council.

11.6 Summary

The implementation roadmap translates the strategic vision (Section 4) into a concrete, time-bound pro-
gramme anchored in fiscal, green, digital, and security reforms (Sections 5-8). By institutionalising robust
monitoring, cross-sectoral coordination, and adaptive risk management, the EU can ensure that its
ambitious 2030-2050 objectives are delivered while simultaneously strengthening democratic legitimacy (Sec-
tion 9) and maintaining a coherent external strategy (Section 10). The phased approach, supported by the
digital dashboard and the Policy Coordination Platform, provides the necessary transparency, accountability,
and flexibility to navigate the complex, inter-dependent challenges identified throughout the publication.

29



12. Conclusion and Outlook

12.1 Synthesis of Core Findings

Across the publication a coherent picture emerges: the EU’s future hinges on three inter-linked pillars -
deeper integration, resilience, and global leadership (Section 4). The diagnostic work in Sections 1-3 identified
the post-Brexit fiscal gap, economic divergence, migration pressures, energy insecurity, and heightened geopo-
litical competition as the primary drivers of change. Subsequent policy blocks (Sections 5-8) propose concrete
instruments - a Euro-Area budget and stabilisation fund, completion of the banking union, an expanded Eu-
ropean Defence Fund, a Green Investment Bank, and a European Cloud & Supercomputing Initiative - that
translate the strategic vision into sector-specific levers.

Institutional reforms (Section 9) aim to close the democratic-deficit gap that underpins many of the legiti-
macy challenges highlighted in the introductory analysis. The external dimension (Section 10) is deliberately
aligned with internal reforms through conditional funding and the integration of foreign-policy spending into
the Euro-Area fiscal architecture. Finally, the phased implementation roadmap (Section 11) provides the gover-
nance scaffolding - the Policy Coordination Platform, Joint Implementation Secretariat, and real-time Strategic
Implementation Dashboard - needed to turn the proposals into actionable policies.

Taken together, the evidence suggests that the EU possesses a viable toolbox to pursue its 2030-2050
objectives, provided that the sequencing, political buy-in, and oversight mechanisms are respected.

12.2 Feasibility Assessment of Proposed Pathways

Pathway (derived from Section 2)

Key Enablers

Main Constraints

Likelihood of Success

Gradual deepening via enhanced cooperation (flexible,

incremental)

Strategic consolidation through a new treaty revision

Selective dis-integration (if legitimacy crises dominate)

« Existing “enhanced
cooperation” clause
(Lisbon Treaty) e
Phase-I institutional
foundations (Euro-Area
Budget, Defence &
Digital Councils) -
Section 11 o
Performance-based
funding linking fiscal
transfers to convergence
(Section 5)

o Clear long-term vision
(Section 4) o
Broad-based institutional
reforms (Section 9) that
could be codified in
treaty text

o Mechanisms for
“enhanced cooperation”
allow subsets of states to
move ahead

« Persistent national sovereignty
concerns » Risk of fragmented
implementation across member
states

« Requires unanimity among 27
states - historically rare o
Potential escalation of
democratic-deficit debates if not
paired with robust citizen
engagement

« Undermines the EU’s global
leadership ambition (Section 4)
« Could exacerbate economic
divergence (Section 5)

High - builds on proven incrementalism
and limits political backlash.

Medium - politically ambitious; success
depends on a credible “grand bargain”.

Low - contrary to the strategic vision and
would erode the fiscal and security gains
outlined in Sections 5-7.

Overall, the gradual deepening route aligns best with the feasibility criteria identified in the implementation
roadmap (Section 11): it leverages early-win instruments (Euro-Area stabilisation fund, EDF 2.0, Digital Trans-
formation Council) to generate momentum, while preserving the flexibility needed to adapt to shocks identified
in the risk-adaptive governance model.

12.3 Remaining Gaps and Research Agenda

1. Quantitative Modelling of Fiscal-Green-Digital Synergies
e Section 5 proposes a hybrid Euro-Area budget; Section 7 links fiscal transfers to emissions reductions.
A dynamic CGE model that captures feedback loops between fiscal capacity, green investment, and

digital productivity would sharpen the cost-benefit analysis.

2. Legitimacy Metrics and Democratic Audit Design
e Section 9 outlines a “Democratic Legitimacy Audit” but does not specify indicators. Comparative
research on citizen-assembly effectiveness, trans-national electoral list designs, and digital deliberation

platforms is needed to operationalise the audit.

3. Strategic Autonomy Scenarios under Geopolitical Stress
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4.

5.

e Section 6 identifies three autonomy pathways. Scenario-based simulations that incorporate cy-
ber-threat escalation, energy supply shocks, and US-EU trade frictions would help policymakers
calibrate the “Intermediate Enhanced Autonomy” option.

Cross-Sectoral Policy Coherence Evaluation
o The implementation architecture (Section 11) creates multiple steering groups (Green-Digital-Defence).
Empirical studies on inter-agency coordination in complex multi-policy environments (e.g., EU’s
Horizon Europe) can inform the design of the Policy Coordination Platform.

Enlargement Conditionality Impact Assessment
e Section 10 ties performance-based funding to accession progress. Longitudinal analysis of the West-
ern Balkans and Eastern Partnership cases would reveal whether conditionality accelerates reforms
without triggering “enlargement fatigue”.

12.4 Policy Outlook and Recommendations

1.

Prioritise the Phase-I Institutional Stack - enact the Euro-Area Budget, Defence Council, and Digital
Transformation Council in parallel to create a visible “EU-2027” milestone that can be communicated to
citizens (addressing the democratic-deficit concerns of Section 9).

Embed Performance-Based Funding Across All Pillars - link fiscal transfers, green subsidies, and
digital innovation vouchers to measurable outcomes (PFBI, Climate Reviews, Al compliance scores) to
ensure that solidarity translates into convergence.

Scale Up Citizen-Centred Democratic Tools - roll out trans-national EP lists, European Citizens’
Assemblies, and the digital deliberation platform in a staggered fashion, accompanied by the Democratic
Legitimacy Audit to monitor impact.

. Adopt a “Green-Digital-Defence” Convergence Fund - a dedicated pot within the Euro-Area

Budget that co-finances projects at the intersection of climate resilience, digital infrastructure, and defence
(e.g., renewable-powered data centres, cyber-defence for smart grids).

. Institutionalise Adaptive Risk Management - operationalise the trigger mechanisms described in

Section 11 (PFBI thresholds, legitimacy audit scores) so that corrective actions (e.g., temporary budget
re-allocation, accelerated policy reviews) are automatic rather than ad-hoc.

. Maintain Strong EU-NATO Linkages - the dual-track approach of Section 6 should be formalised

through a joint EU-NATO Strategic Coordination Committee, ensuring that strategic autonomy comple-
ments, rather than competes with, collective defence.

. Launch a Dedicated Research Programme - fund a multi-disciplinary EU-wide research agenda (EU

Future Lab) to address the gaps identified in 12.3, with a mandate to produce policy-relevant evidence
every two years.

By following these recommendations, the EU can transform the strategic vision articulated in Section 4 into
a resilient, democratically legitimate, and globally influential Union that is capable of navigating the
complex challenges of the coming decades.
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