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> The results of this year's Panorama Analysis, which > Despite occasional blockages, the EU proves capable

monitors developments in 2025 compared to 2024, of taking action and should make use of the window
show that the European Union is increasingly of opportunity following the change of government in
becoming a bastion of stability in a geopolitically Hungary to expand majority voting in the Council.

tense environment.
> On theinternational stage, the EU and its member

> Whilst the EU and its member states have made states should work together in a coalition of middle
progress in the areas of sustainability and societal powers to build a backup for the rules-based world
resilience, their competitiveness and innovative order. The EU's successful trade agenda is a start.

capacity are coming under pressure, particularly in
relation to China.
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The Panorama Analysis of the Konrad-Adenauer-Stiftung is a multi-thematic year-on-
year assessment of the development of the European Union and its global environ-
ment. It comprises three dimensions: (i) Innovation and Competitiveness, (ii) Attitudes
of Member States towards the EU, and (iii) the Global Environment. These are each
based on five indicators, which in turn are based on several criteria per indicator. The
main results of the Panorama Analysis 2026 are presented below.
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Stagnation meets progress

In the Innovation and Competitiveness dimension, two opposing trends of the past two years
are continuing: on the one hand, the EU is stagnating in the fields of economy and innova-
tion. On the other hand, the transition to a sustainable economy is steadily progressing, and
the EU is once again proving to be socially resilient. It is also worth noting positively that the
trend towards improved regulation has continued since last year's Panorama Analysis.

According to estimates, the EU's gross domestic product grew moderately by 1.6 per centin
2025. The euro has proved to be a stable currency against the dollar, a situation attributable
both to the dollar's weakness and volatility and to the euro’s increasing strength. At the same
time, the EU’s current account surplus has decreased compared with the previous year. In
2025, the EU absorbed a large proportion of China'’s trade surplus, estimated at 1.2 trillion US
dollars worldwide. Europe’s competitiveness is under considerable pressure.

As in the last Panorama Analysis, there has been little change in the Research and Innovation Europe’s innovative
indicator. For example, according to its /nnovation Scoreboard, the EU failed to improve over- capacity is stagnating.
all in 2025. There continue to be significant regional disparities between innovation leaders,

such as the Nordic countries and the Netherlands, and some Eastern European countries.

The stagnation is all the more significant given that international competitors such as South

Korea, China and the US have managed to boost their performance. Similarly, leading Euro-

pean universities have not managed to improve their position in international comparisons.

Progress in the area of sustainability is moderately positive. The share of renewable energy
in gross final energy consumption has risen slightly, the volume of sustainable securities
has increased once again, and European companies remain competitive in the clean tech
sector despite growing competition. The implementation of the United Nations Sustaina-
ble Development Goals (SDGs) in the EU also presents a slightly positive picture. Significant
progress has been made on the goals of quality education (SDG 4), which primarily concerns
equal access to education, decent work and economic growth (SDG 8), and reduced inequa-
lities (SDG 10). On the other hand, there has been a regression in essential living conditions
such as marine conservation (SDG 14), the protection of terrestrial biodiversity (SDG 15) and
clean water (SDG 6).

Once again, the EU is proving resilient in the area of socio-economic development, despite
geopolitical upheavals. The unemployment rate remains low, incomes continue to be dis-
tributed relatively evenly compared with other economic regions, and overall satisfaction
remains high - although the EU's heterogeneity is evident here, with particularly high satis-
faction levels in the Nordic countries. It is particularly positive to note that the European Cen-
tral Bank was able to bring the inflation rate back towards the two per cent target in 2025. It
remains to be seen how much inflationary pressure will increase against the backdrop of the
war in Iran.

The Regulation indicator has improved year-on-year. For example, the volume of state aid in
the European single market has almost returned to 2019 levels. This marks a continuation
of the normalisation process following the COVID-19 pandemic and the energy price shock
resulting from Russia's war of aggression against Ukraine. Whilst there has been no signi-
ficant progress in government efficiency, the EU member states overall appear politically
stable and consolidated.
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Stabilisation with reservations

Compared with the previous year, the attitudes of member states towards the EU appear to
be broadly stable, yet more fragmented. Whilst support for the EU and legal and institutional
cohesion remain largely stable, political polarisation, informal decision-making processes and
selective patterns of integration are on the rise. The discrepancy between the public's posi-
tive perception of the EU and contentious national political dynamics persists.

Public support for the EU remains high and is even rising slightly. A majority of citizens view EU
membership as an advantage - particularly with regard to security, stability and cooperation.
This general sentiment contrasts with political developments within several member states.
Despite the continuing dominance of pro-European parties, the influence of Eurosceptic party
families - including the European Conservatives and Reformists, the European Sovereigntists,
and the Patriots for Europe - remains high across Europe. Forms of participation such as the
European Citizens' Initiative demonstrate sustained interest among citizens, but have little tan-
gible political impact.

The EU’s institutional capacity to act remains intact overall, though it is hampered by selective
blockades. Structural lines of conflict are becoming apparent, particularly in foreign, security
and energy policy. Hungary's repeated dissenting votes and Slovakia's shifting positions on
issues relating to Russia highlighted the consequences of the unanimity requirement in 2025.
At the same time, the EU possesses a robust capacity to enforce its legal framework: infrin-
gement proceedings are declining in the long term, thereby underscoring their effectiveness.
In parallel, the use of informal or external cooperation formats is increasing - particularly
where EU internal procedures are perceived by member states as too slow.

There are clear signs of a revival in trade policy. Progress on trade agreements with the New pragmatism in
Mercosur bloc, India and Indonesia reflects a new pragmatism. Within the multilateral European trade policy
system of the United Nations, the EU continues to act in a coordinated and visible manner,

although its strategic influence is limited in the face of geopolitical shifts - particularly in rela-

tion to the US. Overall, the EU’s geopolitical action has become more coherent, though it has

not yet reached its full potential.

The debate on the institutional development of the EU has intensified against the backdrop
of potential enlargements. Member states recognise the need for wide-ranging reforms, for
example with regard to majority voting and efficiency gains. At the same time, conflicting
interests between larger and smaller member states are blocking concrete progress.

Economic integration within the EU is progressing unevenly. Following a temporary impro-
vement, some member states have recently become less consistent in implementing EU
requirements in the context of the single market, including major countries such as Germany
and France. At the same time, many countries are under fiscal pressure and have high levels
of debt and deficits. Rising defence spending is complicating fiscal consolidation. The intra-
European mobility of EU citizens remains stable overall and is increasingly characterised by
circular movements - which points to consolidated, but not further deepened, integration.
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The multilateral order under pressure

The Global Environment dimension shows that the EU is operating within an increasingly dys- Tensions between
functional multilateral order in which the reliable foundations for international cooperation are European aspirations
eroding. Whilst the EU continues to champion rules-based cooperation and actively supports and global reality

individual organisations, deadlocks, power politics and institutional erosion are exacerbating
the structural tensions between European aspirations and global reality.

From the EU’s perspective, the ability of the United Nations - and in particular the Security
Council - to act remains limited. Major conflicts such as those in Ukraine, Gaza and Sudan
highlight persistent deadlocks that also constrain the EU’s effectiveness in foreign policy. The
General Assembly continues to serve as an important forum for the EU to set the norma-
tive agenda and build consensus, but it cannot compensate for the structural shortcomings
of the Security Council. The situation at the World Trade Organisation (WTO) is particularly
problematic, as the organisation is of strategic importance to the EU as a key player in rules-
based global trade. The politicisation of trade issues and unilateral measures are undermi-
ning core WTO principles. Despite various reform initiatives, the organisation’s regulatory
function remains weakened.

The global development of democratic governance is stagnating. For the EU, this means an
increasingly challenging environment for promoting liberal democratic norms. At the same
time, the coordinated influence of authoritarian states within multilateral organisations is
growing, through institutional alternatives, coordinated voting behaviour and the reinter-
pretation of international norms. This makes it difficult for the EU to firmly establish its nor-
mative positions within the multilateral framework.

The global security situation is also continuing to deteriorate, with direct repercussions for
the EU. The current environment is characterised by a high number of armed conflicts,
ongoing political violence and a growing terrorist threat - including within Europe. Given the
international crisis hotspots, some of which are ongoing and others escalating, the decline in
the inflow of irregular migration into the EU may only provide temporary relief.

The EU's relations with major global players remain strained. Relations with Russia continue
to deteriorate as a result of ongoing aggression and hybrid threats. Transatlantic relations
are characterised by growing strategic uncertainty, despite continued cooperation on secu-
rity policy. Relations with China remain ambivalent: economic interdependence is contrasted
by increasing geopolitical and trade tensions.

From the EU's perspective, globalisation is increasingly fragmenting into distinct sub-regions.
Whilst trade, investment and mobility remain high overall, they are being influenced more
strongly by political conflicts and security interests. Within the EU, this is leading to a rebalan-
cing of economic openness towards greater strategic security and resilience.

Recommendations for Germany and the EU

Economic strength and innovative capacity form the basis for broader goals such as resi-
lience, sustainability and security. The EU and its member states must therefore implement a
clear competitiveness agenda. After the simplification of the omnibus packages, a systematic
further dismantling of bureaucracy must follow and bold steps towards integration within
the European single market are required. If necessary, these should be pursued within a coa-
lition of the willing in order to overcome long-standing deadlocks. Furthermore, the EU and
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its member states must consistently redirect economic resources towards their capacity for
innovation in order to remain competitive internationally. This begins with prioritising public
spending on research and innovation and ends with the need to allow for structural change
of the economy. Even closer cooperation on education and research with the United King-
dom and Switzerland would also strengthen Europe as a whole. In view of China’s enormous
trade surplus, the EU must use its market access more proactively as a lever. Targeted coun-
tervailing duties in critical sectors could offset unfair competitive conditions and demand
direct investment accompanied by technology transfer. This approach is preferable to the
‘Buy European’ strategy, as it entails lower administrative costs for European companies.

The continuing positive attitude towards the European Union is becoming a strategic asset
and is gaining further significance against the backdrop of a weakened multilateral order.
This is also reflected in the growing interest shown by countries such as Iceland and Norway
in closer ties with the EU. This asset must not be squandered, but must be utilised by the EU
consistently pursuing the strategy formulated at the time by Jean-Claude Juncker: ‘big on big
things, small on small things’ - greater integration where there is clear European added value
(security and defence, the single market, energy supply) and deliberate restraint in other
policy areas in line with the principle of subsidiarity (particularly social and cultural issues).
The change of government in Hungary opens a temporary window of opportunity for reform
to extend majority voting in the Council. A key prerequisite remains trustworthy internal
cooperation within the EU, underpinned by sound fiscal policy and continued robust legal
cohesion.

The ongoing erosion of the multilateral order requires the EU to assume its geopolitical role
with greater determination and to fulfil it strategically in the interests of its member states.
In the face of waning global reliability, the EU and its member states are increasingly taking
on a stabilising and backup role. This is particularly evident in the successful trade agenda,
through which the EU and other middle powers are building a safety net for rules-based
trade. At the same time, significant capability gaps remain - for example in the areas of
defence, intelligence gathering and critical technologies. These deficits should be addressed
in a targeted manner, particularly against the backdrop of dwindling trust in the formerly
central partner, the US. If the EU pursues this path consistently, it can become a global
anchor of stability.

Method

With the Panorama Analysis, the Konrad-Adenauer-Stiftung aims to provide an annual
multi-thematic assessment of the EU and its environment. To this end, external and internal
experts from various sectors identified three areas (dimensions) that are of particular import-
ance to the EU: (i) Innovation and Competitiveness, (ii) Attitudes of Member States towards
the EU, and (iii) the Global Environment. These dimensions were analysed using qualitative
and quantitative indicators based on international rankings and indices, assessments by
experts from the Konrad-Adenauer-Stiftung, and reports and data from international organi-
sations and think tanks. The year-on-year change in the respective indicator or dimension is
measured on a scale of -3 to +3.

The change of govern-
ment in Hungary opens
a temporary window of
opportunity for reform.
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