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Executive Summary

While conservatives frequently offer trenchant 
criticisms of the European Union (EU), they 

are short on constructive suggestions about how the 
European project should be reformed. The tradition of 
international federalism, which exists in free-market 
thought, can be a source of such a reform agenda. 
Understood properly, a federalization of the EU does 
not mean an unqualified transfer of powers to Euro-
pean institutions. Instead, federalism provides a frame-
work through assigning authority to different levels of 
government. In practice, that would mean strength-
ening the EU in a limited number of areas to provide 

essential Europe-wide services—foreign policy and 
defense, economic governance within the eurozone and 
the single market, and border protection and asylum 
policy—while repatriating a long list of powers back to 
member states. A federalist approach thus offers sub-
stantial promise in addressing the EU’s central policy 
challenges and relieving the tensions brought about by 
the block’s protracted crises. Conservatives and classi-
cal liberals should embrace international federalism as 
a way to constrain the power and size of government. 
That could provide a new focal point for a reinvigora-
tion of center-right political platforms across Europe.
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Most conservatives in the English-speaking world 
look at the EU with a deep-seated suspicion. 

Former US Ambassador to the United Nations and 
American Enterprise Institute Senior Fellow John 
Bolton writes:

Since the 1957 Treaty of Rome, EU institutions and 
their unelected bureaucrats have grown steadily in 
power. Many of the EU’s earliest advocates always 
sought full Western European political integration, 
with the “common market” merely a way station 
toward “ever closer union,” meaning, ultimately, a 
superstate.1

“The present EU philosophical framework is, ulti-
mately, incompatible with liberal democracy,” writes 
the Hudson Institute’s John Fonte.2 And according to 
the libertarian Member of European Parliament Dan-
iel Hannan, the EU is simply “a corporatist racket.”3

The EU’s critics are less vocal on the question of 
how exactly the EU should be reformed. At most, they 
claim that nation-states that reclaim their sovereignty 
from Brussels would still be committed to free trade 
and willing to cooperate on other matters of mutual 
interest. However, successful international coopera-
tion does not take place on an ad hoc basis in an insti-
tutional vacuum. Democratic governments frequently 
develop intricate institutional structures to sustain 
cooperation and joint decision-making over time. 

The calls for dismantling the EU and returning to 
a system of nation-states also rub against the grain 
of conservative instincts. Whatever one thinks of the 
EU, Europe is currently living through the longest 
sustained period of peace in its history. The continent 
has become more economically integrated and more 
democratic than ever before. Euroskeptics will cer-
tainly argue that those achievements have little to do 

with the process of European integration—or perhaps 
that they have materialized in spite of it. They may 
have a point: Adjudicating such complex questions is 
notoriously difficult in history and social sciences. But 
that is exactly what leads conservatives in other con-
texts to exercise restraint in the character and scale of 
policy shifts they advocate. Advocating abrupt, almost 
revolutionary, changes to an international political 
order that seems to have served Europe quite well 
cannot therefore be a congruent part of a truly con-
servative agenda. 

To address such shortcomings of the contempo-
rary conservative and libertarian discussions of the 
EU, this paper outlines an alternative intellectual 
framework for the center-right,4 one that relies on an 
explicit account of institutional governance, which 
was once commonplace among classical liberal and 
conservative thinkers: international federalism,5 or the 
division of political power among different levels of 
government—local, national, and supranational—
within an encompassing system of constitutional 
rules. Given that federalism as a political system is 
a quintessentially American creation, the misunder-
standings and mistrust that its European version 
inspires on the American side of the Atlantic—most 
notably among small-government conservatives—are 
perplexing. After all, the most committed Europeans 
believe that they are trying to forge among their states 
a “union in diversity” inspired by the one created by 
the American Founding Fathers in 1789.

To be sure, in the European context, “federalism” 
has taken on a connotation that is distinct from its 
original American meaning. More often than not, 
self-identified European federalists make unqual-
ified calls for the transfer of political authority to 
Brussels. Partly as a consequence, in recent years 
the EU has been mired in a crisis of trust of unusual 
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length and scope. The legitimacy of its institutions is 
being questioned, and anti-EU forces are on the rise 
in many countries. That makes a reappraisal of the 
European project from the perspective of traditional 
federalism all the more important. A centralized 
European superstate is utopian, as many conserva-
tives rightly point out. At the same time, an unqual-
ified rejection of the European project and a return 
to a continent of nation-states that do not pool their 
sovereignty in any form risks undoing some of the 
EU’s real achievements.

This essay outlines an alternative path. It does 
not call for simply preserving the status quo, which 
departs from the federalist vision in a number of 
important respects. Rather, it calls for a profound 
institutional reform that would repatriate substan-
tial powers to member states while simultaneously 
empowering the common European institutions to 

deliver a small number of critical Europe-wide public 
goods, including a truly competitive single market, a 
coherent foreign and security policy, and border pro-
tection and asylum policy.

The Meaning of Federalism

In contrast to the United States, there was no big 
federalizing moment at the beginning of European 
integration, when the founders had to fully artic-
ulate their political vision of an integrated Europe 
and agree on a stable constitutional settlement.6 
The European project instead developed as a “pro-
cess” for which “ever closer union” and federalism 
were nothing more than regulative ideals, not pre-
cise constitutional blueprints. Sixty years later, that 
ambiguity seems less and less tenable because it 
leaves all pro-Europeans open to the accusation that 
their ultimate goal is to unify the continent within a 
state-like polity similar to those that unified the var-
ious European nations in past centuries. Although 
many self-styled European federalists would recog-
nize that accusation as faithfully reflecting their ulti-
mate political aim, that is emphatically not the proper 
or historical meaning of federalism.

While the modern state posits itself as a Levia-
than—a sovereign with ultimate and supreme power 
over everything—the most striking feature of a fed-
eral polity is the dissolution of sovereignty within “a 
regime that enables people to be first their own gov-
ernors” and where “minimal emphasis is placed upon 
command and control” by public powers.7 As one of 
the foremost scholars of American federalism poi-
gnantly states, in its deepest sense a federal system 
of governance means that the government does not 
govern, but “society governs itself for itself.”8 At an 
institutional level, that is accomplished by fragment-
ing powers among multiple units of government, 
each acting autonomously in its respective sphere 
of authority so that none has ultimate and supreme 
power. It is reinforced by the principle that all pub-
lic powers should be exercised as closely as possible 
to the individuals who bear their consequences to 
ensure not only wide participation and accountability, 

In contrast to the 
United States, there 
was no big federalizing 
moment at the 
beginning of European 
integration, when the 
founders had to fully 
articulate their political 
vision of an integrated 
Europe and agree on a 
stable constitutional 
settlement.
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but also wide regulatory competition among the dif-
ferent centers of power.9 

Most importantly, in a properly federal system the 
role of public powers is only residual, because the 
preferred instrument of collective action is not coer-
cive government intervention, but voluntary agree-
ments among free individuals and groups. In other 
words, federalism entails an insistence on individ-
ual freedom and responsibility. It is in favor of vol-
untary cooperation in solving collective problems and 
against coercive state intervention. No contemporary 
federal state fully follows those principles in its insti-
tutional practice. During the 19th and 20th centuries 
all federal states experienced a secular trend toward 
centralization that strengthened the federal level at 
the expense of the federated entities. In the United 
States, that trend was accelerated, if not triggered, in 
the 1860s by the Civil War.10 Constructed as a model 
of “competitive federalism,” in which autonomous 
units of government competed and disciplined each 
other, the United States evolved toward a form of 
“collusive or cartel federalism” promoted and guar-
anteed from Washington.11 Today’s United States that 
resulted from such creeping centralization is surely 
the wrong model for a federal Europe. A more authen-
tic, decentralized, and competitive federalism seems 
a more promising way ahead. 

If construed as a federation, the EU would be in 
position to create a supranational order in which the 
exclusionary powers of national political authorities 
are held in check and the self-governing potential 
of individuals and communities is again allowed to 
flourish. The fear playing into the hands of the EU’s 
enemies is, of course, that its institutions may want 
to develop their own exclusionary powers regardless 
of local sensitivities and traditions. Indeed, the ideas 
of many European “federalists” do sound worryingly 
centralist: They seemingly focus much more on trans-
ferring powers from the national to the European level 
than on returning powers to individuals, families, and 
local communities within a continental federal pol-
ity.12 In a truly federal EU, the common institutions 
would uphold the shared values of Europe’s civiliza-
tion; strengthen the integrity of the common mar-
ket; oversee the federation’s monetary, foreign, and 

defense policy; take over the few security and welfare 
obligations necessary to ensure the free movement 
of people; and protect the equal rights of all citizens. 
All other functions would flow back to the member 
states, harmonization would be kept to a minimum, 
decentralization of power would be encouraged at all 
levels, and the widest regulatory competition among 
different administrative units in the integrated conti-
nental space defended as a distinctive component of 
Europe’s constitutional identity.

The Economic Constitution of a  
Federal Polity

A federal polity would naturally encourage market 
openness, economic freedom, and competition among 
individuals and firms. That is largely confirmed by the 
historical experience of federations, which have long 
been incapable of enacting wide-ranging regulations 
and economic controls at either the central or the 
state level. When they managed to do so, they either 
undermined their federalist fabric toward a more uni-
tary and less polycentric economic order or damaged 
the economic integrity of the federation with discrim-
inatory controls and regulations at the level of the 
individual member states.13 In other words, the eco-
nomic unity of federations is not a form of unity guar-
anteed primarily by harmonized central regulations. 
On the contrary, it is the unity of a large market for 
regulations where multiple standards for products 
and public services compete for consumers’ and cit-
izens’ endorsement. Excessive reliance on harmoni-
zation destroys the diversity of the federated entities, 
which is the main substantive feature of federalism. 
On the other hand, tolerance of protective measures 
by the federated entities that restrict competition 
within the federation destroys the unity of the polity 
and prepares its fragmentation and downfall.

Since the Treaty of Rome, the clear commitment 
to the free movement of goods, services, capital, and 
people has created conditions for the development of 
a distinctively federalist economic constitution for 
the European project. Such a constitution was made 
effective by conferring on the European Commission 
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robust powers in competition policy and by enshrin-
ing the principle of mutual recognition in European 
law by the European Court of Justice.14 Indeed, it can 
be argued that the widest possible use of mutual rec-
ognition is the instrument best suited for a federation 
to open up its markets. It allows multiple standards to 
coexist and compete in the continental market where 
consumers, not regulators, select the best among 
them. It is therefore in keeping with the polycentric-
ity of a federalist economic order and its insistence 
on the freedoms of individuals and lower administra-
tive units. 

Regrettably, the EU departs from a federalist 
vision in a number of respects. Its single market, for 
example, does not rely uniquely or predominantly on 
mutual recognition of regulatory and technical stan-
dards. Instead, the EU has often harmonized rules or 
created new ones. Before the advent of the so-called 
New Approach in the 1980s, such harmonization was 
extremely heavy-handed, resulting in detailed, highly 
technical regulations adopted at the European level. 
The New Approach, in contrast, has attempted to 
strengthen the reliance on the mutual recognition and 
to limit the extent of the centrally adopted EU rules. 
In practice, that means that EU legislation, in the 
form of regulations and directives, is meant to consist 
of general requirements (e.g., pertaining to health, 
safety, or effects on the environment). The specifics 

of compliance, however, are left to the private sector. 
It can be achieved by meeting voluntary European 
standards15—often through self-certification—or by 
testing and approval of a government-appointed cer-
tification body in any individual member state.

Still, the goal of too many legislative efforts at the 
European level is an unnecessary “leveling of the play-
ing field,” which is a serious departure from a feder-
alist method. Federalism would require taming the 
EU penchant for overregulation with appropriate 
constitutional brakes.16 More importantly, the EU is 
active in a long list of policy areas where it “shares” 
its competencies with member states, muddying the 
distinction between different layers of governance. In 
many of these areas, there is little basis for joint pol-
icy action.17

The most formidable challenges to a federalist 
vision, however, lie at the national level, where the 
size and scope of government inherited from the eco-
nomic paradigm of the 20th-century welfare state 
seem singularly ill-suited to a federal setting. While 
most Central and Eastern European countries came 
out of their economic transitions with slim public 
budgets and free-market policies, many Western and 
Southern European countries still must cope with 
heavily regulated economies and high levels of pub-
lic debt accumulated after World War II, when more 
and more personal and social responsibilities, in areas 
such as health care and pensions, were gradually 
taken away from individuals and handed over to state 
bureaucracies. In 1960, total government spending 
in the pre-enlargement EU-15 averaged 29 percent of 
gross domestic product (GDP). By 1990, it had grown 
to 50 percent of GDP.18

The economic crisis that almost destroyed the euro 
in 2010–13 dramatically showed that such high levels 
of public debt are incompatible with a smoothly func-
tioning decentralized monetary union. Especially, but 
not exclusively, among left-leaning politicians and 
economic pundits, it is fashionable to contend that 
pooling national debts and harmonizing the national 
welfare systems at the EU level would rescue “the 
European social model,” now threatened by a “fragile” 
and decentralized monetary union. However, more 
than rescuing the European social model, it would 

The goal of too many 
legislative efforts at the 
European level is an 
unnecessary “leveling of 
the playing field,” which 
is a serious departure 
from a federalist method.
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impose on the whole continent what they construe 
as the European social model—a model adopted, in 
subtly different varieties, by only a subgroup of EU 
member states.19 Apart from being politically imprac-
ticable, such a move would be at odds with the very 
essence of a federalist order, which is variety, decen-
tralization, and the utmost respect for national and 
regional traditions under a continental framework of 
openness. 

Although there are good reasons to believe that 
such decentralized openness requires a drastic reduc-
tion in public debt and the size of government, it need 
not force states accustomed to the far-reaching provi-
sion of public services to discontinue it altogether.20 
Nor would anything prevent a federal EU from admin-
istering some minimal social security functions at the 
supranational level. Indeed, there could be a need for 
it in the field of social benefits paid by an EU mem-
ber state to citizens of another, particularly from the 
poorest member states. The issue has given rise to 
accusations of “welfare tourism” and inspired pro-
posals that could limit the free movement of people.21 
In the future, some of those benefits could be paid 
through the EU budget to prevent dangerous chal-
lenges to the four freedoms. 

Notwithstanding those caveats, the central mes-
sage is clear: If they wish to be part of a federal Euro-
pean order, governments and electorates in member 
states must be clear about what that means and stand 
ready to reorganize their economic and social sys-
tems accordingly. In the words of Friedrich Hayek—
the doyen of 20th century classical liberalism and one 
of the earliest students of the economic conditions of 
supranational federations—the readiness to accept 
definite limits to the economic powers of the state “will 
be the acid test of whether we are intellectually mature 
for the achievement of suprastate organization.”22

Federalism and Contemporary Policy 
Challenges

Federalism is not a silver bullet to solve the many 
policy challenges currently facing Europe. However, 
if it can inspire a way to frame and pursue reform, 

this doctrine can contribute to solving many of 
Europe’s ongoing crises. Its first contribution would 
be toward a more substantive debate on the EU’s 
future, more specifically on what it actually means 
to be pro-European. Vague formulas such as “ever 
closer union” and “more Europe” would be given a 
more precise constitutional meaning and a meaning 
better capable of fending off the attacks of euroskep-
tics against alleged attempts to create a “European 
superstate” with tentacular regulatory powers. Fur-
thermore, this vision—which need not be specif-
ically associated with any political force—seems 
closer in spirit to the values of the pro-European right 
than to those of the pro-European left, with a more 
state-like vision of harmonization and centralization 
of the EU. It can thus help the European center-right 
articulate a European federalism of its own and con-
tribute to reframing the European debate as a con-
test between competing visions of European unity, 
instead of as a fight between a relatively undifferenti-
ated pro-European mainstream on the one hand and 
anti-European forces on the other.

The creation of a proper federal setup is the best 
way to ensure the widest possible “repatriation” of 
powers from the EU to its states and regions. There-
fore, it could meet some of the demands of the more 
euroskeptic countries without reneging on the supra-
national and federalist destiny of Europe. Indeed, the 
EU is in many regards more centralized than most 
federations in history, and a federalist reform could 
well reduce its authority in many fields. For example, 
no federation has ever controlled the budgets and 
economic policies of its constituent units as tightly as 
the EU does.23 Under a truly federal framework, those 
and other powers could be exercised at the state and 
local level without undermining the stability of the 
whole, as they do in the present EU.

While a federalized EU would be a much leaner 
structure than the current meandering organization 
that does not face the discipline of a simple set of con-
stitutional rules, it would also be better equipped to 
deal with challenges that warrant common European 
policies. One of the relevant policy issues that require 
action at the EU level is creation of a coherent border 
protection, immigration, and asylum policy. As the 
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refugee crisis of 2015 showed, the Schengen area of 
passportless travel is compatible neither with the exis-
tence of widely differing approaches toward asylum 
policy nor with border protection exclusively in the 
hands of individual states. Further efforts are needed 
to complete the EU’s single market, where member 
states have pushed back against efforts to liberalize 
the service sectors, leaving European institutions 
helpless. As explained, economic federalism would 
warrant a profound “de-bureaucratization” and “flex-
ibilization” of European economies and would boost 
regulatory competition. That could free the wealth of 
resources now employed in bureaucratic activities, 
giving Europe a more flexible and resilient economic 
constitution for the 21st century.

Most fundamentally, the EU ought to become an 
active geopolitical player. Europe finds itself in an 
unstable neighborhood and faces an aggressive revi-
sionist power in Russia. If the election of Donald 
Trump indicates a deeper shift in American public 

opinion and foreign policy, Europeans should not 
assume that the United States will continue to play 
a predominant role in providing peace and security 
in Europe. Even if the US does, a more effective and 
coherent voice from Europe would only reinvigo-
rate and help the transatlantic partnership. One fun-
damental goal of European integration is preserving 
the autonomy of the Old Continent against external 
influence and domination, for example, by Russia or 
China. Only by upgrading its Common Security and 
Defence Policy with real supranational structures 
can the EU hope to achieve that. Europe’s success 
in completing this transition should be a priority for 
the Trump administration: Regardless of occasional 
transatlantic disagreements, Europe remains the 
closest, most like-minded, and most reliable partner 
of the United States. Neither Russia, China, nor any 
other power is in a position to replace the transatlan-
tic community of shared values and interests. A quar-
relsome breakup of the European project would be an 
unmitigated strategic disaster, creating instability and 
opening Europe to the influence of non-Western pow-
ers potentially hostile to the United States. 

In the post–World War II period, the European 
project would not have started and succeeded with-
out the benign encouragement and firm support of 
Americans. Statesmen such as Harry Truman, George 
Marshall, and John Foster Dulles understood that 
the integration of Europe along federal lines was in 
the interest of the United States and that federalism 
was the best gift the New World could give to the Old 
World. The current American administration should 
not turn its back on its long tradition of support given 
to the European project, and it should encourage 
attempts to relaunch it along authentic federal lines. 
European integration has stalled because many Euro-
pean federalists do not understand the real mean-
ing and limits of federalism. Transatlantic dialogue 
among policymakers and scholars can make a real dif-
ference on these topics. The United States, the father-
land of federalism, has always understood it best and 
defended its most authentic, competitive, and decen-
tralized variety.

A quarrelsome breakup 
of the European project 
would be an unmitigated 
strategic disaster, 
creating instability 
and opening Europe 
to the influence of 
non-Western powers 
potentially hostile to the 
United States.
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Conclusion

The discussion presented in this paper raises another 
question: How exactly should European leaders pur-
sue federalizing constitutional reform? For all the real 
achievements of the EU, the past 70 years suggest that 
an effective federal structure is unlikely to emerge 
through the gradualist route set by the founders of the 
European project. That might not be an accident. As 
the historian Brendan Simms argues, 

The historical record shows that successful unions 
have resulted not from gradual processes of con-
vergence in relatively benign circumstances, but 
through sharp ruptures in periods of extreme crisis. 
They come about not through evolution but with a 
“big bang.”24

Only democratically elected leaders with a man-
date can decide to make such a big bang of overarching 
constitutional changes to Europe’s political architec-
ture. The EU’s Convention on the Future of Europe, 
established by the European Council in 2001 to draft 
an EU constitution, was anathema to a genuine fed-
eralizing moment. Its members were administratively 
appointed and the document they produced, the 
2004 Treaty Establishing a Constitution for Europe, 
lacked the clarity, logic, and federalist character of 
the constitution Europe needed. The fiasco brought 
about by its ratification, however, should not mean 
that pro-European forces on the center-right should 
shy away from any discussion about the EU’s political 
future or, worse yet, nurture the fantasy of a Europe 

of sovereign nation-states cooperating through frag-
ile international institutions. Instead, Europe’s con-
servatives, Christian Democrats, and classical liberals 
need to embrace a clearly articulated federalist vision 
that would enable the EU to simultaneously address 
the policy challenges it faces and respond to the gen-
uine concerns about its overreach. Their American 
friends ought to be sympathetic to such efforts. Their 
own country, after all, has deeply federalist roots, as 
do many of its political traditions. Strengthening the 
framework that binds Europe’s nations together is 
keenly in America’s interest. It would not only help 
prevent a recurrence of the geopolitical disasters that 
dragged the United States into global conflicts twice 
in the 20th century, but also provide America with 
a formidable new ally and partner equipped to deal 
with the economic and strategic challenges of the 21st 
century.
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