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would also promote the compatibility of 
equipment procurement and other tech-
nology in accordance with NATO stand-
ards. The EU must actively create its 
own standards for the defence indus-
try, for example by creating one com-
mon standard for tanks like the United 
States, instead of the current 17 different 
national standards. 

France’s nuclear weapons pro-
gramme must be integrated into the EU’s 
defence dimension, as President Emma-
nuel Macron has already proposed.  In 
addition to France’s nuclear weapons, 
the EU has a considerable number of US 
nuclear weapons and forces. The troops 
are in the territory of the Union as part of 
NATO’s defence. In addition to these, the 
EU should continue to cooperate with the 
United States in defence and other areas 
as part of transatlantic relations.

THE EUROPEAN UNION must rec-
ognise that space is, to a large extent, a 
part of the Union’s defence in the future 
as well. The EU must prepare for a poten-
tial threat from other countries in space. 
The EU must allocate funding to the Eu-
ropean Space Agency and ensure that 
the EU is not left at the feet of other ma-
jor powers in space, and that the Union is 
also a credible actor in space.

As well as talking about technology, 
the Union must also prepare for cyber-
warfare by allocating significantly more 
funding to innovation, research and the 
European Union Agency for Network 
and Information Security in order to 
keep the EU’s technological development 
competitive.

Picture: NASA / Unsplash
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GLOSSARY:
AFRICAN UNION: An continental union of 55 African states promoting economic and 
political integration and cooperation in Africa.

EASTERN NEIGHBOURHOOD: The European Union’s neighbouring states and areas 
to the East. 

International  
economic cooperation  
and partnerships
At the heart of the EU’s economic cooperation and partnerships are the 
shared European values and the objective to promote the development 
of stable societies globally.

RULE OF LAW, the fight against corrup-
tion and transnational organised crime, 
defence of human rights and the promo-
tion of a multipolar and rules-based inter-
national system, among others, are val-
ues and themes the EU promotes. In order 
to effectively support the development 
we want globally through partnerships, 
development policy must fall within the 
competence of the EU.

IN RELATION TO AFRICA, the 
EU should support Africa, especially the 
African Union (AU), but this role should 
be based on partnership and, in particu-
lar, create a relationship in which Africa 
is not dependent on EU assistance. Rela-
tions with regional economic communi-

ties in Africa should also be strengthened, 
and common goals should be promoted 
through joint projects. The direction for 
this has already been defined in the Africa 
strategy launched by the EU as well as in 
the Global Europe funding instrument. 

Africa is a strategically important 
partner for Europe, as it is rich in nat-
ural resources, but due to the limited 
infrastructure and production capac-
ity required for further processing, raw 
materials are often processed elsewhere. 
The EU should support the productive 
capacity of African countries in order to 
bring about the so-called green indus-
trial revolution on the continent, which 
jumps over high-emission production 
forms directly into sustainable and emis-
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sion-free alternatives. These must, in 
particular, take into account sustainable 
working conditions and the realisation of 
human rights.

The key to all of this is the creation 
of equal partnerships with Africa and its 
countries, both politically and econom-
ically. In particular, the EU should sup-
port the various integration projects of 
the AU, such as a free trade agreement, 
free movement, the creation of its own 
currency and a central bank. The AU’s 
vision for 2063, together with the EU’s 
Africa Strategy, constitutes a good target 
state. There must also be close economic 
and other cooperation with regional eco-
nomic communities, for example in terms 
of human rights, peace and democracy.

IN ORDER FOR THE EU to be a strong 
defender of its values globally, relations 
must be established around the world. 
This work is already being done in the Un-
ion’s eastern neighbourhood and in vari-
ous parts of Asia, where the EU’s role in 
democracy and human rights issues will 
continue to be critical. Prolonged conflicts 
and authoritarian regimes in areas close 
to the EU are also a risk outside these ar-
eas. 

Through partnerships, the EU can 
support the stabilization of societies, 
democratic forces, and create hope for 
new generations to grow. For exam-
ple, the EU can support reforms regard-
ing democracy and rule of law in part-
ner states by providing expertise, among 
other things.

The completion of the OCAPS (Organ-
isation of African, Caribbean and Pacific 
States) post-Cotonou agreement is also 
an important step, setting the framework 
for the next 20 years of political, economic 
and sectoral cooperation. Together, this 
agreement will affect 1.5 billion people as 
well as provide an opportunity to create 
genuine change as it will form a majority 
in the UN General Assembly. Joint frame-
work agreements such as these, as well 
as the search for a common policy line, 
are important steps for the EU to pro-
mote global change in a more sustaina-
ble direction that is respectful of human 
rights.



34 | FEDERATION COMMON FOREIGN AND SECURIT Y POLICY | 35

Picture: Leon Skibitzki / Unsplash



36 | FEDERATION

Neighbourhood policy

AS IT STANDS, the EU’s neighbour-
hood policy means that the EU forms a 
partnership with a nearby state, through 
which wellbeing, stability and security 
are promoted. The basis for neighbour-
hood policy is that the partnership com-
mits to upholding democracy, rule of law 
and human rights.

There are also matters to consider 
regarding neighbourhood policy. To 
achieve the goals of neighbourhood pol-
icy, a federation must be an appealing 
partner which is why it can’t afford to 
make short-sighted policies regardless 
of others’ interests. The political risk is 
that the EU could be seen as indifferent 
toward its partners.

Appeal is also vital for another rea-
son. Competing partners with question-

A good federation can’t forget its neighbours, which is why we need 
proper neighbourhood policy.

able values are available for neighbour-
ing states. This type of development has 
unfortunately already happened. Monte-
negro for example is in greater threat of 
ending up in the sphere of China’s influ-
ence due to large loans from China. 

It is important to remember that 
neighbourhood policy isn’t a zero-sum 
game. Both partners benefit from it. A 
federation can achieve deeper economic 
partnerships and support in international 
politics when it promotes its value-based 
policies globally. Additionally, peace-pro-
moting neighbourhood policy provides 
a federation with security as conflicts 
of today are not only visible within one 
country, but also, for example, refugee 
flows are more moderate with policies 
that create stability. 
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Borders and  
immigration policy

RESPONSIBILITIES FOR guarding 
the EU’s external borders are divided 
extremely unequally and some member 
states are required to stretch to their limit 
when managing traffic at their border. 

Control of the EU’s external border 
should be assigned to the federation’s 
jurisdiction from the responsibilities of 
member states. This would ensure ade-
quate resources for border control, would 
allow for the observation of international 
obligations and ensure that the costs and 
responsibilities are shared equally and no 
single member state would have to carry 
unreasonable responsibility at its bor-
ders.

The control of immigration and border security cause continuing  
friction within the EU and among member states and ineffective  
processes expose the union to external influence.

The EU’s ability to manage immigra-
tion on a rule-based basis needs to be 
strengthened as a whole. A common asy-
lum system must be created for the EU to 
identify the need for international protec-
tion and to place those who need asylum 
within the Union. The processes of the 
Common Asylum System must comply 
with fundamental and human rights and 
the processing and waiting times for asy-
lum applications must be kept reasona-
ble.



38 | FEDERATION

European  
infrastructure

Picture: Barthelemy de Mazenod / Unsplash

The classical definition of infrastructure includes all transport links to 
be built for transport, such as car roads, railways, airports, ports and 
light transport corridors. In addition to these, the infrastructure includes 
bridges, tunnels, water reservoirs and sewers, and power grids. 

IN RECENT DECADES, telecommu-
nications, including internet access and 
broadband accessibility, have become an 
increasingly important part of the infra-
structure, adding a digital dimension to 
non-physical infrastructure. The differ-
ence between thinking regarding physi-
cal and digital infrastructure is still shown 
in how roads can play an important role 
in cultural identity. It took years for the 
Internet to transition from the use of re-

searchers and the rest of the academ-
ic world to the use of small circles and 
subculture, and eventually to the use of 
the whole world, but this happened very 
quickly in terms of human history.

For a long time, the coronavirus pan-
demic halted and slowed cross-coun-
try traffic, while reducing intra-city 
public transport use. Europe has demon-
strated its ability to cooperate in trans-
port infrastructure, for example in the 
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United Nations Economic Commission 
for Europe’s European Road Project 
since 1950 and in the development of 
the Trans-European Transport Network 
(TEN-T). 

The European Parliament and the 
Council of Europe reached an agreement 
on a Connecting Europe Facility to sup-
port investment in transport, energy and 
digital infrastructure networks. The fed-
eral EU must actively invest in such infra-
structure through various funding pro-
grammes.

As part of the EU’s Multiannual Finan-
cial Framework, it supports the green and 
digital transition. The aim is to reduce 
transport-related emissions by 90% by 
2050 by adding more environmentally 
friendly modes of transport, such as rail 
and points for alternative fuels. 

A federation would provide an oppor-
tunity to promote these developments, 
including through the development of 
the internal energy market. In addition, 
it enables the development of transport 
routes with sustainable and fast solu-
tions that enable, among other things, 
better over-the-distance learning, digital 
services and remote work opportunities.

THE INFRASTRUCTURE will not es-
cape external pressure. For example, 
Montenegro has run into debt payment 
difficulties with a motorway project built 
with Chinese money, and the use of Hua-
wei’s technology to build 5G networks 
has sparked debate across Europe. The 
Chinese Ministry of Transport has also 
tried to get governments to adopt its 
managed National Transportation Logis-
tics platform an international logistics 

system that combines road, sea, air, 
freight and mail data.

The EU must work actively to curb 
third countries’ efforts to take over key 
European infrastructure. At the same 
time, the Union must actively create its 
own standards and regulation for critical 
technologies, and provide funding oppor-
tunities for infrastructure projects both 
inside the EU and outside.

MUCH MORE CAN BE DONE by the 
Union to ensure the functioning of the 
infrastructure, including in the event of 
disruption. The EU experienced the ben-
efits of a functioning infrastructure in 
the midst of the coronavirus pandemic. 
With climate change, the EU must also 
take into account the impact of extreme 
weather conditions on roads and electric-
ity grids, among others. 

The EU must pay increasing attention 
to securing supply chains, for example in 
the production of microchips and in the 
manufacture of semiconductors. At the 
same time, the security and reliability of 
internet connections and cloud services 
should be ensured at the EU Level.
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Cybersecurity 
THE IMPORTANCE of cybersecuri-
ty has only been fully realized in recent 
years. Cybersecurity is related to virtually 
every aspect of life; individuals and insti-
tutions from the public to the private op-
erate on the internet. On a personal level, 
cyber threats are all about information 
found about us, from Google searches 
to health history and banking informa-
tion. On a larger scale, cyberattacks can 
paralyze entire sectors of society and, at 
worst, threaten people’s lives and health. 
The number of attacks has increased, es-
pecially during the coronavirus pandem-
ic, but a similar trend has been on the rise 
for several years.

The attacks are not only carried out 
by random criminals, but also by entire 
states or groups of hackers hired by them. 
Such groups exist at least in China, Rus-
sia, North Korea and Iran. Cyberwar-
fare means that states seek to disrupt 
each other’s online connections, among 
other things, to create instability and 
gain access to sensitive information. For 
example, in 2020, Supo discovered that 
China was trying to fish for information in 
an attack on the information systems of 
the Finnish Parliament. So no one is safe.

A SOLID FOOTHOLD in technology 
development and cybersecurity is tied to 
a wider position in the world. The major 
powers are making huge investments in 
the sector, with which they are seeking to 
increase their influence. The importance 
of artificial intelligence will also increase 
in the coming years. In a cyber environ-
ment, the same principles apply as in for-

eign and defence policy or environmen-
tal policy; strength is strength, and no EU 
member state can meet the challenges of 
the global world independently.

The EU, which aims at digitalisa-
tion, has therefore made progress on this 
issue. In December 2020, the Commission 
published a new cybersecurity strategy 
that aims to pool resources in four areas 
of cybersecurity: internal market, law 
enforcement, diplomacy and defence. 
The strategy put forward the idea of a 
new common cybersecurity unit, which 
received approval in April 2021. The pur-
pose of the Cybersecurity Competence 
Centre in Bucharest is to pool resources 
and improve cooperation in the fight 
against cyber threats in the EU.

THE EU MUST NOT lag behind in 
technological development either. For the 
time being, the Union is still well behind 
China and the United States, among oth-
ers, making it more vulnerable in many 
ways. Catching up would require large 
investments, which, on the other hand, 
would also attract know-how and gener-
ate jobs in the sector within the EU. The 
ICT sector is a sector of the future that 
offers a lot of economic opportunities in 
addition to promoting cybersecurity.

Cybersecurity is comprehensive secu-
rity, and close cooperation between EU 
member states is essential to create a 
stable Union. A federation would enable 
more efficient centralization of resources 
and create a more unified buffer to solve 
larger problems than individual member 
states.
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Common  
European 
economy
NET CONTRIBUTOR, NET RECIPIENT: A net contributor is a member country that 
pays more contributions to the EU budget than it receives direct money from the EU. The 
net recipient, on the other hand, pays less than it receives EU funding in various forms.

VALUE ADDED TAX (VAT): Tax added to the price of a product or service.

PUBLIC GOODS: A commodity or service that is openly available for all people in a so-
ciety to consume, and is not reduced by its consumption. Examples include street lighting, 
radio broadcasts and knowledge.

PIGOUVIAN TAX: A tax on an activity that generates undesirable external effects aim-
ing to disencourage it and cover its social costs, such as health issues and pollution.

GATEKEEPER (BUSINESS): A digital platform, designated by the European Commis-
sion as one that acts as an important gateway between businesses and consumers, such 
as a web browser, social media platform or a dominant online marketplace.

CRYPTOCURRENCY: A digital virtual currency, an alternative to so-called ordinary 
money, based on cryptography. Cryptocurrencies are added by mining, which means 
maintaining blockchains and adding blocks with digital computation.

FISCAL POLICY: The use of government revenue collection, e.g. taxation, and public 
spending to influence the economy.
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MONETARY POLICY: Influencing the economy by controlling the supply of money and 
its value, i.e. the interest rate. The monetary policy of the Eurozone is directed by the Gov-
erning Council of the European Central Bank, consisting of ECB:s Executive Board and the 
governors of the national central banks.

COUNTER-CYCLICAL FISCAL POLICY: Fiscal policy aiming to balance economic cy-
cles by increasing public spending during a recession and saving during a boom period

STABILITY AND GROWTH PACT: A set of rules designed to ensure fiscal discipline 
within the economic union by limiting government deficit and debt levels.

DIGITAL EURO: A proposed electronic form of the euro currency issued at the European 
Central Bank, aimed at providing a safe and efficient digital payment option in the Euro-
zone, available outside commercial banks.

CIRCULAR ECONOMY: An economic system aiming for sustainable resource use by 
keeping resources in cycle for as long as possible with minimizing waste and the need for 
new raw materials.
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Budget 

THE ROOT CAUSE of the problem can 
be found in the EU budget funding, which 
focus on EU member states’ gross nation-
al income -based membership fees. Not 
only does this stand in the way of an in-
crease in the budget, but it also maintains 
a harmful net contributor-net bene-
ficiary debate that gives a completely 
distorted picture of the Union’s activities. 
Maintaining this narrative undermines 
unity within the Union, as it mistakenly 
portrays EU membership as a zero-sum 
game that irretrievably breeds winners 
and losers.

Through EU spending, shared Euro-
pean added value and public goods, that 
couldn’t be created with national spend-
ing, are possible. This is one of the great-
est benefits of European cooperation 
and will benefit the Union as a whole as 
opportunities to influence global develop-
ments increase.

The relatively small size of the European Union’s budget stands in the 
way of its effective and efficient functioning, both within the Union and 
beyond its borders.

THE CURRENT PRIORITIES of the EU 
budget are old-fashioned, and the Un-
ion’s spending is not serving taxpayers 
or contributing to the pursuit of European 
added value in the best possible way. In-
stead of spending money that preserves 
old structures, the Union should fund sig-
nificantly more to combat climate change 
and natural degradation, research and 
product development, education, border 
control and migration management, joint 
procurement of defence equipment and 
other items of European added value.

In order for the EU to be an influen-
tial player in both Europe and global 
competition, the Union’s budget must 
be increased to account for 10% of the 
Member States’ combined annual GDP. 
This should not be done by increasing 
the Union’s fees collected from national 
budgets, but by reforming the Union’s 
funding base by introducing new sources 
of revenue.
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Taxation 

TAX TARGETS SHOULD BE those 
that are, in principle, the most sensible to 
tax at a supranational level. Taxation or 
other fees may also be used as a tool to 
maintain European values and to promote 
the functioning of the internal market.

It should be noted that the financing 
of the EU budget cannot be based too 
much on Pigouvian taxes that prevent 
environmental problems and harmful 
action, as their revenues should, in prin-
ciple, be used to finance the realisation 
of ecological and social sustainability in 
the EU area. Also, because of their aim 
to reduce emissions and harm and with 
it their revenue, they cannot be expected 
to remain reliable budgetary instruments 
in the long term.

A SIGNIFICANT SOURCE of income 
for a federal union would be a common 
value added tax and common corpo-
rate taxation. VAT is, in principle, a sta-
ble reliable source of income for states, 
and a jointly decided share of the value 
added tax collected in EU countries is 
already accounted for in the EU budget. 
The share of VAT-based payments in the 
Union budget should be significantly in-
creased. 

The transfer of corporate taxes to 
the EU level would make the functioning 

The EU should be given a strict but sufficient right to raise indirect 
taxes. Union tax law must not have a significant impact on the overall 
tax burden of Europeans; in principle, tax-related jurisdiction must be 
transferred from a Member State to the EU level.

of the internal market more efficient and 
create fairer conditions of competition for 
Member States. Common corporate tax-
ation should be of a reasonable level and 
based on agreements within the OECD.

IN ADDITION TO more traditional 
sources of income, it is possible to regu-
late entirely new forms of taxation that 
steer the global economy at the EU level:

Taxation of gatekeeper  
companies

THE TAX BURDEN ON large digital 
companies is unfairly low. In order to en-
sure a healthy competitive environment, 
the EU needs a more uniform system of 
taxation for the so-called gatekeeper 
companies. The current system encour-
ages unhealthy tax competition among 
member states, while maintaining a dis-
proportionately low level of taxation and 
undermining the healthy competitiveness 
of the internal market.

The EU should have the primary right 
to collect corporate taxes on gatekeeper 
companies, regardless of the Member 
State in which the company is head-
quartered. This will ensure an adequate 
level of taxation, prevent tax competition 
between Member States and contribute 
to a healthy internal market.
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Algorithm-based payments

THE USE OF ALGORITHMS influences 
human behavior on an unconscious level. 
At worst, algorithms increase the number 
of confrontations in societies and weaken 
the operating conditions of democracy. 
Currently, large digital companies are al-
lowed to collect an unlimited amount of 
data from their users for free.

The EU should have the right to col-
lect so-called algorithm-based pay-
ments from large digital companies. 
When data collected from users becomes 
payable, the motive for digital companies 
to collect an unlimited amount of data is 
reduced, and thus encourages limiting 
the collected data to only the most use-
ful user data. Indirectly, algorithm-based 
fees would also promote privacy protec-
tion and improve the operating conditions 
of democracy.

Taxation of cryptomining

CRYPTOCURRENCIES are based on a 
decentralised financial system, meaning 
that there is no bank or other authority 
at its core. By mining cryptocurrencies, 
virtually anyone can take over the job of 
a banker by solving a system of number 
puzzles using mining machines. As cryp-
tocurrencies become more common in the 
future, there is a risk that those crypto-
currencies, which operate entirely out-
side the mandate of the European Central 
Bank, will undermine the operating con-
ditions of both the European Central Bank 
and the monetary union in general. In ad-
dition to this, the electricity consumption 

from mining cryptocurrencies is problem-
atic for the environment.

The EU should collect payments 
based on cryptocurrency mining, based 
on both the proceeds from mining and the 
energy costs of operations. The aim of 
the payments is to have stronger control 
over the cryptocurrency market so that 
the market in question does not interfere 
with the stability of the monetary union or 
compete with the status of the common 
currency, the (digital) euro.

IN ADDITION TO the above-mentioned 
sources of income, the EU should actively 
seek to identify new sources of income. 
In order to ensure that the reforms of the 
funding base do not fall into the strict 
unanimity requirements among the Mem-
ber States, new sources of income must 
be decided on under the ordinary legis-
lative procedure. The end result is a re-
generative and dynamic EU budget that 
upholds European values and goals, both 
indirectly and directly.
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The euro for all of the EU

THE INTRODUCTION of the euro for 
non-euro area EU countries is a first step 
in creating a European federation and 
one of the cornerstones of a unified and 
independent economic area of the future.

One of the biggest challenges facing 
the euro area is the lack of a coherent 
fiscal policy. The euro area is not a sin-
gle economic area and without central-
ised economic management, the euro 
area is vulnerable to instability. Although 
the euro area is united by the same cur-
rency, each member state has the right 
to decide on its own finances. Euro area 
countries are particularly vulnerable to 
excessive indebtedness and, in particular, 
to public sector debt spirals due to a lack 
of common economic planning.

A stable future, sustainable devel-
opment and Europe’s leading role in the 
world are only possible in an EU that 
relies on stable economic growth and fis-
cal balance. The achievement of these 
objectives requires the creation of a com-
mon fiscal policy for the EU.

A EUROPEAN FEDERATION would 
enable wider economic integration in the 
euro area and stabilise and prevent eco-
nomic crises in the euro area by creating 
policies and institutions to support eco-
nomic management. The formation of a 

As of 2023, of the 27 Member States of the European Union, 20 cur-
rently use the euro as their official currency. The non-euro area Member 
States have agreed to join the euro area, with the exception of Den-
mark. No EU member state outside the euro area has set a clear set 
date for changing the currency.

federation would allow the creation of a 
unified and strong economic area. 

The existing Stability and Growth 
Pact between the EU countries has not 
been able to prevent excessive public 
debt in the euro area countries, as the 
European Union is not responsible for the 
financial commitments of the Member 
States. The formation of a federal gov-
ernment would remedy this by allowing 
for common coordination of economic 
policy.

The EU’s common economic policy 
coordination should be strengthened by 
combining the tasks of the President of 
the Eurogroup and the Economic Com-
missioner. The operating conditions of 
the European Commission’s Directo-
rate-General for Economic and Financial 
Affairs should be increased and its field of 
activity should be expanded. As a result, 
a joint EU Ministry of Finance and the post 
of Minister of Finance would be created.

THE SINGLE CURRENCY AREA of the 
European Union should be strengthened 
and the objectives of the monetary policy 
of the European Central Bank should be 
broadened from price stability alone to 
support broader economic growth in the 
euro area. The risk of asymmetric shocks 
created by the single currency area 
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should be countered by expanding the EU 
Social Security Fund and increasing the 
Union’s ability to finance member states’ 
anti-cyclical economic policies and struc-
tural reforms.

In a federal state, each member state 
would be responsible for its own debts. 
A European federation would enable the 
implementation of the debt adjustment 
mechanism in the euro area, which would 
prevent economic imbalances by reduc-
ing excessive indebtedness in the public 
or private sectors of member states and 
allow for the creation of better repayment 
conditions.

The debt arrangement would also 
create market discipline to prevent debt 
problems from arising in the euro area. A 
more focused economic management of 
the euro area would strengthen and sta-
bilise the euro as a currency and make the 
euro area more competitive globally by 
correcting the casting defect of the euro 

and creating a single currency area for 
the euro area.

DIGITAL CURRENCIES are part of the 
future, China, the United States and Rus-
sia have all started using digital curren-
cies for interbank money transfer. The EU 
should not leave this sector outside Eu-
rope, or for private operators. The intro-
duction of the digital euro is a mandatory 
project of the future in the European fed-
eration. The digitalization of currencies is 
a global phenomenon. 

The introduction of the digital euro 
would serve Europe’s innovation goals, as 
well as the independence of the European 
financial economy and the international 
role of the euro. Digital euro would be an 
accepted, easy, risk-free and reliable cur-
rency for everyone to use, which would be 
used alongside cash. Digital euro would 
strengthen the role of the euro in global 
economic systems.

Picture: Michael Descharles  / Unsplash
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The world’s largest market
THE COMMON INTERNAL market is 
a great source of prosperity and external 
influence for the Union. A European fed-
eration would offer significant opportu-
nities for deepening and developing the 
internal market. Through common, ap-
propriate regulation, economic growth 
can be achieved and global standards 
can be created that are also respected 
outside the EU.

Competition policy is at the heart of 
the functioning of the internal market. A 
functioning, strengthened competition 
policy would allow the federal govern-
ment to pursue higher productivity and 
economic growth through a more effi-
cient implementation of the market econ-
omy, as well as the opportunity to curb 
the power of big business and address 
market distortions.

THROUGH THE INTERNAL market 
and common regulation, a federation 
can promote the systemic changes in 
the global economy that are necessary 
to combat climate change, as well as 
natural degradation. The decoupling of 
economic growth from material flows is a 
matter of destiny for the entire Western 
economic system, and achieving it is a 
necessary goal to secure the earth’s car-
rying capacity.

The circular economy offers signif-
icant opportunities to conserve natu-
ral resources and improve resource effi-
ciency in the economy. As a federation, 
the EU would be even more able to sup-
port the development of a circular econ-
omy through investment, by putting in 
place effective economic incentives, and 
by developing internal market legislation 
to promote systemic change.
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Ecologically  
sustainable 

 Europe
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THERE ARE TWO METHODS used to 
price emissions: emissions trading and 
taxation. The EU has adopted the first of 
these. The basic idea behind emissions 
trading is to sell rights to cause a certain 
amount of emissions that can be trad-
ed on afterwards. At the same time, the 
number of allowances is always being 
gradually reduced, allowing companies 
to adapt to the change. 

A challenge of emissions trading has 
been that the number of allowances has 
been too high, so their price has also 
fallen. On the other hand, some indus-
tries have also been excluded from the 
emissions trading scheme, which further 
reduces the efficiency. As a result, the 
emission-reducing effect of emissions 
trading has remained too low. 

The operation of emissions trading 
must be developed by reducing emis-
sion allowances sufficiently and giving 
up their free allocation. Emissions trad-
ing must also be extended to sectors out-
side it, such as transport and heating, 
or alternatively, its own, sufficiently effi-
cient emissions trading schemes must be 
developed for these sectors.

A FEDERAL GOVERNMENT could 
also introduce fiscal controls to reduce 
emissions. A good concrete example of 
an EU-level emissions tax would be the 
aviation kerosene tax. The emissions 

The European Union emits a huge amount of greenhouse gases: in 
2015, the EU had an unflattering third place in terms of emissions. 
Admittedly, there has been a lot of positive downward development in 
the amount of emissions, which has been helped by the pricing of emis-
sions, which directs emission reductions to where they are most eco-
nomically advantageous to make.

from aviation are unreasonably high, 
but at the same time these emissions are 
not taxed sufficiently. This is why a tax 
is needed that would encourage both a 
shift to alternative transport and airlines 
developing their own operations for low-
ering emissions, including by developing 
electric aircraft. In this situation, airlines 
would have a greater interest in reducing 
their emissions in order to reduce the tax 
burden and thus reduce operating costs.

The problem with emissions trad-
ing and taxation is that they would not 
apply to areas outside the federation. It is 
possible to respond to this problem with 
carbon tariffs, the basic idea of which is 
that products from areas outside the eco-
nomic area are charged a tariff according 
to their emissions. In this way, they will 
not be able to gain an unfair price advan-
tage in the European market, as their 
manufacture has not been burdened by 
the same regulation and pricing as in the 
European market. 

At the same time, this also helps the 
rest of the world to have an interest in 
reducing their own emissions in order to 
gain a competitive advantage in the EU 
internal market. At the same time, the 
federation must play an active role in 
international climate negotiations and 
strive to create a global system for car-
bon pricing.
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REVENUE FROM EMISSIONS pricing 
should be used through federal budget 
mechanisms to fund a just transition. In 
other words, the idea is that the revenue 
generated from the pricing of emissions 
will be used in such a way that, for ex-
ample, workers from former coal mines 
will be trained for new jobs in areas that 
are compatible with climate change mit-
igation. 

The importance of this cannot be 
understated: it is important for citizens 
to feel that the transition is fair, so that 
they do not feel that they have been 
abandoned in the transition towards sus-
tainable development. Otherwise, those 
affected by climate action may well end 
up resisting emission reductions, which in 
turn would put greater pressure on pol-
icy makers to do nothing in the face of cli-
mate change.

In order to achieve its environmental 
goals, the EU needs to critically review 
its own support mechanisms. EU agricul-
tural subsidies do not support more sus-
tainable agriculture, but maintain current 
ecologically unsustainable food produc-
tion, for example in terms of supporting 
animal-based production. A good federal 
state would be careful in this respect: as 

climate change progresses, we need to 
get rid of such forms of emission-gener-
ating subsidies, and the Union’s spending 
must support sustainable development 
and a fair transition, rather than trying to 
reverse the impact of emission pricing.

The EU, as a federation, would be 
able to act more effectively to reduce 
natural degradation. The Union must 
significantly increase nature conser-
vation in both land and sea areas and 
invest in restoring ecosystems in order to 
strengthen biodiversity and carbon sinks.
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Afterword
FEDERATION, WHICH HAS been 
used as a curse word, has become a hot 
potato in European public debate. In real-
ity, however, it is a multifaceted concept, 
and there are as many forms of a  federa-
tion and definitions as there are people. In 
this publication, JEF Finland sets out their 
own vision of what a European federation 
could be like.

The vision is based on one kind of pro-
posal, but it is not exhaustive or all-en-
compassing. We want to challenge you, 
the reader, to consider what your own 

federation would look like. Unfortunately, 
few openings have been heard so far 
regarding federal models or develop-
ments, and we are offering this publica-
tion as a starting point for a wider dia-
logue.

THE CONFERENCE ON THE FUTURE 
of Europe invites us all to tell us what kind 
of Europe we want. Whether you support 
a federation or not, we hope you will take 
up this debate and give your opinion on 
the future of the Union.



Eurooppanuoret
Eurooppanuoret – JEF Finland acts as a 
voice for the youth in international and 
EU-related issues. Eurooppanuoret is 
an NGO for people under 29 founded to 
promote positive approach to the EU and 
international cooperation. As a part of 
the European Movement, we have cam-
paigned for a better and a more united 
Europe for more than 25 years!

Eurooppanuoret ry
Eteläranta 10, 5th floor
00130 HELSINKI
FINLAND
www.eurooppanuoret.fi
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