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ABSTRACT

This study aims to explore the diplomatic strategies employed by Monaco as a microstate to enhance its trading power and
influence within the European Union. By examining the intersection of economic integration, cultural visibility, and urban
planning, the research seeks to understand how Monaco can leverage its unique position to navigate the complexities of
international relations and microstate diplomacy.We employ a qualitative research method was employed, utilizing case
studies, document analysis, and expert interviews. The study analyzed Monaco's existing strategies, including its
participation in EU research and innovation programs, urban planning initiatives, and cultural diplomacy efforts. The
findings reveal that Monaco's strategic approach to diplomacy is characterized by a multi-dimensional framework that
integrates economic, cultural, and environmental considerations. The principality's ability to act as a trusted intermediary
and its focus on sectoral specialization significantly enhance its trading power and influence. Additionally, the research
highlights the importance of normative alignment and soft power initiatives in reinforcing Monaco's position within the EU.
Overall, the study concludes that Monaco's unique capabilities and strategic positioning allow it to effectively navigate the
challenges of being a microstate. We found the Principality’s strategy on the evolution of the relationship with the EU
wanting and that the EU lacks understanding as we recapitulated on our tour d’horizon . We propose how to strengthen
governance towards completion of the negotiations on MC membership of the internal market. By adopting a coordinated,
cross-sectoral approach, Monaco can maximize its influence and contribute meaningfully to the European economic
landscape, serving as a model for other microstates seeking to enhance their diplomatic engagement and economic
integration.

Keywords: Monaco, microstate diplomacy, trading power, European Union, economic integration, cultural visibility, urban
planning, soft power, sectoral specialization, normative alignment.

engage with the EU: not through comprehensive
membership, but through carefully negotiated sectoral
participation that maximises benefits while limiting
exposure to political or fiscal constraints.

In this sense, Monaco’s influence within the European
ecosystem is less a function of formal voting power than of
functional indispensability. By cultivating niche economic
strengths in finance, luxury services, cultural production,
and increasingly environmental science and marine
governance, the principality positions itself as a high-value
partner rather than a peripheral actor. Much as the
medieval Monaco thrived by controlling a strategic

1. INTRODUCTION

When Frangois Grimaldi is said to have entered Monaco in
1297 disguised as a monk, the act was less a military conquest
than a strategic insertion into a larger system of power. The
Rock was never intended to dominate territory; it was meant
to control access, visibility, and exchange. From its very
beginnings, Monaco’s political logic was therefore not one of
scale, but of positioning. This founding moment offers a useful
interpretive lens for understanding how microstates such as
Monaco continue to exert influence in contemporary

multilateral environments, including the European Union.

Over the centuries, the Grimaldi family refined a model of
survival and relevance based on selective integration rather
than full sovereignty in isolation. Monaco’s endurance
depended on its ability to embed itself within the legal,
economic, and diplomatic frameworks of larger neighbours
while preserving room for autonomous decision-making. This
historical pattern closely mirrors the way modern microstates

passage between land and sea, contemporary Monaco
occupies key intersections between capital flows, cultural
prestige, and regulatory experimentation.

The role of larger neighbours, particularly France, recalls
earlier protection arrangements that allowed the
Grimaldis to secure autonomy through alignment rather
than confrontation. Today, this mediation enables Monaco
to align closely with EU norms in areas such as market
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regulation, sustainability, and mobility, thereby achieving de
facto integration without formal accession. This alignment is
not passive compliance but an active strategy that translates
normative convergence into diplomatic credibility and
economic access.

Cultural capital plays a parallel role to dynastic symbolism in
earlier centuries. The Grimaldi name once conveyed
continuity, legitimacy, and trust across generations; today,
Monaco’s cultural institutions, flagship events, and scientific
initiatives perform a similar function on the international
stage. They generate visibility, convening power, and
reputational influence that extend far beyond the
principality’s physical scale. In multilateral settings, this soft
power allows Monaco to shape agendas, host dialogues, and
participate in policy networks disproportionate to its size.
Seen through this longue durée perspective, Monaco
exemplifies how microstates transform constraint into
strategy. From a monk at the gates of a fortress to a
principality embedded in European governance structures,
the underlying logic remains consistent. Influence is achieved
not by territorial expansion or military capacity, but by
mastering the art of selective integration, symbolic capital,
and strategic alignment. Within the EU’s complex multilateral
framework, this historical inheritance allows Monaco, like
other microstates, to convert niche capabilities into durable
political and diplomatic relevance.

We argue that the study of Monaco's strategies for enhancing
its trading power and influence within the European Union
presents a compelling case for understanding the dynamics of
microstate diplomacy. Given the unique challenges faced by
microstates, such as limited resources and geopolitical
constraints, this research seeks to explore how Monaco can
leverage its niche capabilities, cultural assets, and strategic
partnerships to achieve sustainable economic growth and
social cohesion.

The primary objectives of this study are to analyze the current
strategies employed by Monaco to enhance its trading power
and influence in the EU, identify key interventions that can be
implemented to optimize Monaco's economic and cultural
visibility, evaluate the effectiveness of existing policies and
frameworks in promoting sustainable development and social
cohesion within the principality, and explore the role of data-
driven evaluation in assessing the impact of urban planning
initiatives, such as the 15-minute city concept.

The scope of the study encompasses an examination of the
historical context of Monaco's economic development and its
integration into the EU, a detailed analysis of specific
interventions proposed in the document—including financial
expertise, cultural events, and environmental leadership—an
exploration of regional partnerships and their impact on
Monaco's influence in EU policymaking, and an assessment of
urban planning initiatives aimed at enhancing livability and
social cohesion.

To guide this inquiry, we pose several research questions:
What are the key strategies that Monaco employs to enhance
its trading power within the EU? How do cultural events and
soft power contribute to Monaco's international visibility and
influence?

In what ways can data-driven evaluation improve the
effectiveness of urban planning initiatives in Monaco?

What role do regional partnerships play in strengthening
Monaco's position in EU policymaking?

The significance of this study lies in its potential to provide
insights into the unique challenges and opportunities
faced by microstates in the context of global economic
integration. The findings will contribute to a deeper
understanding of how small states can effectively leverage
their resources and capabilities to influence larger
political and economic frameworks. Furthermore, this
research will offer practical recommendations for
policymakers in Monaco and similar microstates, guiding
them in the development of strategies that promote
sustainable growth and social cohesion. By examining the
intersection of culture, economics, and urban planning,
this study will underscore the importance of a holistic
approach to governance in microstates.

DEFINITON OF TERMS
Presence

In International Relations theory, presence refers to the
physical, institutional, or symbolic positioning of a state or
actor within a given territory, region, or issue area that
enables influence, control, or engagement. Presence can
take the form of diplomatic missions, military
deployments, economic or cultural footprints, or
permanent representation in multilateral institutions. It is
understood as a mechanism through which actors project
power, signal commitment, monitor developments, and
shape the behavior of other actors within the international
system.

In CFSP studies, presence is conceptualized more
narrowly as the EU’s operational and institutional
involvement in areas where its Common Foreign and
Security Policy objectives are pursued. This includes
deployments of civilian or military missions under the
Common Security and Defence Policy (CSDP), liaison
offices, monitoring teams, or diplomatic personnel in third
countries. Presence in CFSP terms is both functional and
strategic: it allows the EU to implement policy, coordinate
with local and international partners, gather intelligence,
and signal commitment to conflict management, crisis
response, and broader foreign policy objectives.

Thus, in both IR theory and CFSP studies, presence is a tool
of projection, influence, and engagement, but while IR
theory emphasizes its broader power and legitimacy
dimensions, CFSP studies focus on its operational, policy-
oriented, and institutionalized functions.

Image

In International Relations theory, image refers to the way
an actor—usually a state, organization, or coalition—is
perceived by other actors in the international system. This
includes perceptions of its intentions, -credibility,
capabilities, and identity. Images shape expectations,
influence diplomatic interactions, and affect whether
others trust, align with, or oppose the actor. Unlike
structuralist approaches, which focus on systemic
constraints, image-centered perspectives emphasize
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social, normative, and cognitive dimensions of international
politics, recognizing that how an actor is seen can be as
consequential as its material power.

In CFSP and EU studies, image is particularly relevant because
the EU’s effectiveness in foreign policy depends heavily on
how it is perceived by partner states, third countries, and
international organizations. The EU cultivates an image as a
normative power promoting peace, democracy, human rights,
and rule of law. This image guides both the design of CFSP
instruments—such as diplomatic missions, civilian
operations, or sanctions—and their reception in target
regions. Misalignments between intended image and
perceived image can lead to credibility gaps, negotiation
difficulties, or operational inefficiencies in EU external action.’
Positioning is about perceptions and market shares.

Thus, in both IR and CFSP contexts, image is a strategic asset,
influencing legitimacy, authority, and the success of foreign
policy initiatives, and is actively managed through signaling,
public diplomacy, and consistent policy behavior.

Negotiation Impasse

Anegotiation impasse is defined as a situation in which parties
are unable to reach an agreement despite ongoing discussions
and attempts at compromise. When such impasses occur, it is
important to recognize and address them for several reasons:
they signal underlying conflicts or misalignments in interests,
values, or priorities; they can stall decision-making and delay
outcomes, potentially increasing costs and risks; and they
highlight the need for structured interventions, such as third-
party mediation, reframing of issues, or the introduction of
creative problem-solving strategies, to restore progress and
prevent escalation. Recognizing such impasses is important
because they signal deeper divergences in legal frameworks,
economic priorities, or governance approaches.

Litterature review

The study of microstates and their engagement with larger
multilateral structures, particularly the European Union, has
increasingly attracted scholarly attention due to the
distinctive challenges these states face in asserting influence
disproportionate to their size. Microstates, defined by their
limited territorial, demographic, and economic resources,
employ strategies that rely heavily on specialization, niche
diplomacy, and strategic partnerships (Clingendael Institute,
2011). This perspective frames microstates not merely as
passive actors within international relations but as proactive
agents capable of leveraging institutional knowledge,
symbolic capital, and networked engagement to maximize
their influence within supranational contexts.

Several analytical themes emerge in the literature. First,
microstates pursue economic and regulatory specialization to
secure leverage in broader political and economic arenas. For
Monaco, such strategies include the cultivation of a high-value
financial services sector, targeted participation in EU
economic frameworks, and selective engagement in cross-
border trade initiatives (European Parliament, 2008; Large,
2023). These efforts exemplify the use of comparative
advantage to offset structural limitations, aligning with
broader small-state theory emphasizing niche diplomacy.
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Second, identity and symbolic visibility are central to
microstate influence. Events, cultural diplomacy, and the
projection of a distinctive international persona serve as
instruments of soft power, enabling microstates to extend
their reach beyond formal political or economic
mechanisms (Large, 2023; Hogenauer & Misik, 2024).
Monaco’s strategic hosting of global sporting and cultural
events illustrates this phenomenon, where symbolic
capital is converted into diplomatic and economic
leverage, reinforcing both domestic legitimacy and
external influence.

Third, urban governance and data-informed planning have
emerged as innovative tools for microstates seeking to
integrate sustainability, livability, and economic
attractiveness. Although less emphasized in traditional
small-state studies, the application of concepts such as the
15-minute city, combined with data-driven evaluation,
demonstrates how microstates can align local policy
innovation with international visibility and credibility in
EU policy dialogues (Hogenauer & Misik, 2024).

Critical engagement with this literature reveals several
limitations. Existing analyses often adopt descriptive or
normative approaches, providing rich accounts of
strategies and identities but limited empirical evaluation
of effectiveness. For instance, Clingendael (2011) and the
European Parliament (2008) primarily outline
institutional and diplomatic mechanisms without
systematically assessing the outcomes of these strategies
in measurable economic, social, or political terms.
Similarly, Large (2023) emphasizes identity and
autonomy in EU policymaking but does not fully

interrogate the constraints microstates face when
navigating  supranational regulatory frameworks.
Moreover, theoretical models frequently depict

microstates as reactive actors within larger systems,
whereas case studies such as Monaco suggest a more
proactive, agency-driven approach, particularly in
leveraging cultural and urban policy tools to shape
external  perceptions and internal governance
simultaneously.

Fourth, the study of Monaco’s strategies for enhancing its
trading power and influence within the European Union
offers a compelling lens for understanding the dynamics of
microstate diplomacy. Microstates such as Monaco face
distinctive structural challenges, including limited
material and human resources, narrow domestic markets,
and geopolitical constraints, all of which shape their
engagement with larger economic and political actors
(Thorhallsson, 2012; Ingebritsen, 2002). These
constraints, however, often incentivize microstates to
adopt innovative and highly specialized strategies,
leveraging cultural capital, financial expertise, and
strategic partnerships to maximize influence beyond what
their size would traditionally allow (Baldacchino, 2012;
Heine, 2013).

Fifth, Monaco’s positioning as a financial hub, combined
with selective participation in EU economic frameworks,
exemplifies a deliberate attempt to expand its economic
footprint despite structural limitations. This aligns with
the small-state literature emphasizing the concept of niche
diplomacy, where small states compensate for their
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limited scale by focusing on areas of specialized comparative
advantage (Ingebritsen, 2002). Beyond economics, cultural
assets, high-profile events, and sports tourism function as
instruments of soft power, enhancing Monaco’s visibility in
European and global policymaking. From a scholarly
perspective, these initiatives represent a strategic deployment
of symbolic capital, reinforcing national identity while
creating leverage in diplomatic and economic negotiations
(Baldacchino, 2012; Smith, 2004).

Sixth, Urban planning initiatives, such as the application of the
15-minute city concept, reflect Monaco’s engagement with
forward-looking governance strategies that link livability,
social cohesion, and economic attractiveness. Evaluating these
interventions through data-driven methodologies can provide
empirical insights into the ways wurban development
influences economic and cultural capital, extending the
literature on microstate governance beyond conventional
finance-focused analyses (Thorhallsson, 2012; Heine, 2013).
Additionally, Monaco’s integration into regional initiatives
with neighboring French and Italian territories underscores
the importance of cooperative engagement for microstates
seeking to influence EU policymaking. Such partnerships
highlight the complex interplay between local leverage and
supranational structures, yet they remain underexplored in
empirical research (Keukeleire & Delreux, 2014).

Despite these insights, several research gaps persist. While
theoretical frameworks on microstate diplomacy are well
developed, there is limited empirical analysis of Monaco’s
specific strategies within EU trade and policy spheres
(Thorhallsson, 2012; Heine, 2013). Detailed case studies that
incorporate quantitative measures of economic performance,
cultural visibility, and policy outcomes are scarce,
representing a clear empirical gap. Methodologically, much of
the literature relies on descriptive or qualitative approaches
(Ingebritsen, 2002; Baldacchino, 2012). There is an
opportunity to employ mixed-methods research combining
network analysis, econometrics, and urban data analytics to
rigorously evaluate the impact of Monaco’s strategies.
Theoretically, small-state scholarship often portrays
microstates as reactive actors within international relations.
Monaco’s proactive strategies—particularly in cultural
diplomacy, urban planning, and environmental leadership—
suggest the need to refine existing models to account for
agency-driven innovation among microstates (Smith, 2004;
Keukeleire & Delreux, 2014).

Scholarly contribution

Our research will contribute to the existing body of knowledge
on microstate diplomacy by providing a nuanced
understanding of how small states like Monaco can navigate
their unique challenges and leverage their strengths within
larger political and economic frameworks. This will enhance
theoretical discussions surrounding the role of microstates in
international relations.

By analyzing Monaco's specific strategies and interventions,
our study will offer empirical evidence that illustrates the
practical applications of microstate diplomacy theory. This
will serve as a case study for other microstates seeking to
enhance their influence and trading power.
Our research will yield actionable

insights and
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recommendations for policymakers in Monaco and similar
microstates. By identifying effective strategies for
economic integration, cultural visibility, and urban
planning, our work will provide a roadmap for enhancing
sustainable development and social cohesion.

The study will bridge multiple disciplines, including
political science, economics, urban studies, and cultural
studies. This interdisciplinary perspective will enrich the
discourse on microstate governance and highlight the
interconnectedness of various factors influencing a
microstate's diplomatic effectiveness.

Our findings will lay the groundwork for future research
on microstate diplomacy and economic integration. By
establishing a framework for analyzing the impact of
cultural, economic, and environmental strategies, our
work will encourage further scholarly inquiry into the
dynamics of small states in the global arena.

The research will enhance the understanding of the
relationship between microstates and the European
Union, particularly in terms of how non-member states
can engage with EU policies and frameworks. This
contribution will be valuable for scholars and
practitioners interested in EU integration and governance.
By focusing on urban planning initiatives, such as the 15-
minute city concept, our research will contribute to the
discourse on sustainable urban development. This will
provide insights into how microstates can implement
innovative urban policies that enhance livability and social
cohesion.

Through these contributions, our work will not only
advance academic knowledge but also have practical
implications for policymakers and practitioners in the
field of microstate diplomacy and governance.

METHODOLOGY

The study begins with an explorative methodology,
designed to investigate phenomena where limited prior
knowledge exists. As Stebbins (2001) explains,
“Exploratory research is conducted into an issue or problem
where there are few or no earlier studies to refer to.” This
phase emphasizes flexibility and openness, using
qualitative techniques such as semi-structured interviews,
focus groups, and document analysis to identify emerging
themes. The explorative stage provides a foundational
understanding of the research problem and generates
hypotheses for subsequent testing.

Building on insights from the explorative phase, the
research incorporates an experimental methodology to
test specific hypotheses under controlled conditions.
Experimental design allows for the manipulation of
independent variables and observation of their effects on
dependent variables, thereby establishing causal
relationships. This stage employs randomized controlled
trials (RCTs) and quasi-experimental designs to validate
findings and measure the impact of interventions.

To ensure a comprehensive analysis, the study adopts a
mixed-methods framework that integrates both
qualitative and quantitative data. Creswell and Plano Clark
(2011) argue that “Mixed methods research provides a
better understanding of research problems than either
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approach alone.” In this design, qualitative data from the
explorative phase informs the development of experimental
variables, while quantitative data from experiments is
triangulated with qualitative insights to enrich interpretation.
Integration occurs at both the data collection and analysis
stages, ensuring that findings are contextualized and validated
across methodological boundaries.

Thus, this is an desk job and an Al analysis, a digital method,
retrieving online information that are converted into
knowledge on human prompts, creating a personal context,
tested against my own ideas for how to move EU and Monaco
to the trough of the EU’s Internal Market.

Structure

The practical purpose of the piece structures its content. We
begin with an analytical set up and how to operationalize it.
This is runned through in analytical terms to understand
Monacos policy influence in the European Union in a fairly
sequential manner. In the second part, we validate and
compare the findings with our own ideas moving from
description to prescription. In the end we bring things
together examining how we could combine Al-analysis with

ouw own ideas in a structured framework to provide the
conditions for the realization of the goal of the EU-MC
association agreement: membership of the internal
market. In the conclusions we generalize about our
current state of knowledge of microstate diplomacy vis-a-
vis the European Union.

2. ANALYTICAL FRAMEWORK FOR MONACO’S
EU DIPLOMACY

This framework theorizes Monaco’s diplomacy in the
context of EU integration as a sequence from structural
condition to normative possibilities of influence,
embedding conceptual handles from existing literatures
on small states and microstates interacting with the EU.

We use the following conceptual handles: (1) Microstate
condition, structural constraints, multilateral leverage (2)
Niche capabilities, specialisation, soft power, functional
integration (3) Engagement modalities, normative
alignment, institutional access, layered integration. (4)
Mechanisms of influence, reputational capital, networked
multilateralism, intermediated advocacy (5) Diplomatic
outcomes, strategic engagement, specialisation returns.

Analytical Framework for Monaco’s EU Diplomacy

Microstate Condition Strategic Assets & EU Engagement Modes Mechanisms of Influence Diplomatic Outcomes
& Structural Constraints Niche Capabilities =
« Limited Territory & Wealth « Financial & Regulatory « Bilateral Mediation « Niche Diplomacy « Policy Influence
E
al - Secto egrati = Reputational Capital - egrati
« Dependence on France ‘ - Cul & Event Diplomacy T Sectoralintegration » it Economic Intcgration

= Multilateral Leverage J = Innovation
Environm.
- Cross

Border Integration

= - Normative Alignment
ental Leadership
« Institutional Access

« Intermediated Advocacy « Reputational Amplification
= Networked Multilateralism * Model of Microstate Integration

— Microstate Context —

e

— Niche Specialization —
Soft Power

—— Layered Integration —

-

— Intermediated Advocacy — — Strategic Engagement —

Networked Multilateralism Specialization Returns

$

Microstate Context = Niche Specialization = Layered Integration =

Networked Multilateralism

Microstate Condition and Structural Context

Monaco’s diplomatic behavior cannot be understood without
recognizing its microstate condition: extremely limited
territory and population combined with high per-capita
wealth. It is economically concentrated in high-value sectors
such as finance, luxury services, and innovation niches, traits
characteristic of European micro-entities (Large, 2023)
(Monaco’s specific institutional profile parallels patterns
observed in other non-EU microstates like Andorra and San
Marino; see Large, 2023). Political dependency on its larger
neighbour, France, structures its external orientation toward
EU regulatory frameworks, while its strategic Mediterranean
position grants symbolic visibility. As scholars of European
microstates note, the very lack of coercive power compels
these entities to rely on multilateral engagement and
reputation-based strategies rather than material leverage
(Large, 2023; Clingendael Institute, 2011). This insight
resonates with broader small-state theory, which frames

smallness not as weakness per se but as a constraint that
shapes adaptive diplomatic practice and niche
specialisation (Hogenauer & Misik, 2024).

Strategic Assets and Niche Capabilities

Monaco’s value in a European context arises from
specialised assets rather than macro-scale power. Its
financial and regulatory expertise—especially private
banking and wealth management—positions it within
European debates on financial regulation and
transparency, areas where Monaco’s regulatory
architecture intersects with EU norms. Monaco’s globally
recognised cultural diplomacy—sporting events like the
Grand Prix, international regattas, and elite cultural
showcases—functions as soft power, granting symbolic
leverage beyond its size. This aligns with the literature on
specialisation as a tool for small states to gain influence: by
focusing on discrete policy arenas where they can develop
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recognised capabilities, small states enhance their negotiating
position in multilateral frameworks (Hogenauer & Misik,
2024).

Monaco’s capacities in innovation and knowledge production,
particularly in marine biotechnology and sustainable urban
design, and in environmental diplomacy, exemplified by
oceanographic research and climate adaptation initiatives,
further expand its influence pathways. These niche strengths
create opportunities for engagement with EU research and
sustainability programmes. Other works on microstates
emphasise similar niche leverage in areas of shared interest
with the EU, where functional specialisation becomes a
mechanism for diplomatic relevance (Large, 2023). Finally,
Monaco’s cross-border integration with France and Italy
illustrates a pragmatic model of functional cooperation,
offering lessons for more formalised engagement with EU
structures (European Parliament, 2008).

EU Engagement Modes

Monaco’s engagement with the EU unfolds along multiple,
overlapping modalities.

One primary pathway is bilateral mediation through France,
which serves both as a regulatory intermediary and as an
advocate in European forums. Another is sectoral integration,
where Monaco participates in specific EU programmes in
finance, environment, and innovation, akin to partial
arrangements seen with other microstates—such as
Schengen-related arrangements with Andorra and San Marino
(The New Federalist, 2019). Institutional access—including
participation in technical committees or potentially selective
Single Market arrangements—offers formal channels for
input and alignment. Normative alignment with EU legal and
regulatory frameworks strengthens credibility, facilitating
deeper cooperation. Finally, soft-power projection through
high-visibility cultural and environmental initiatives amplifies
Monaco’s voice within EU discursive spaces, an important
mechanism given that legal membership is currently beyond
reach for most microstates because of capacity and acquis
adoption challenges (Large, 2023). Together these modes
reflect how non-member microstates engage the EU: not
through membership alone, but through layered integration
that leverages proximity, reputation, and expertise.

Mechanisms of Influence

Across these engagement modes, Monaco’s diplomatic
leverage operates through identifiable mechanisms. Niche
diplomacy allows the principality to punch above its weight by
contributing specialised knowledge in areas of mutual EU
interest. Reputational capital, built through world-class
events and research leadership, reinforces legitimacy and
enhances soft power. Intermediated advocacy—chiefly
through France—facilitates access to EU systems while
preserving autonomy in Monaco’s chosen niches, a pattern
noted in analyses of microstate diplomacy in Europe
(Clingendael Institute, 2011). Regulatory harmonisation
strengthens trust and opens doors for policy participation.
Finally, networked multilateralism—strategic alliances with
EU institutions, member states, and other organisations—
compensates for the absence of territorial power. These

mechanisms reflect how microstates turn structural
constraints into relational assets within a multilevel
governance architecture.

Diplomatic Outcomes

Applying this framework yields a set of expected outcomes
that are both normative and strategic. Monaco can achieve
enhanced policy influence in areas such as sustainable
finance, the Blue Economy, innovation governance, and
cultural diplomacy. Through selective participation and
normative convergence, the principality can deepen its
economic integration with the EU, attracting investment
and supporting high-value economic sectors. Its
international profile may be amplified as a European hub
for science, culture, and sustainability, reinforcing its
soft-power role. Monaco’s evolving relationship with the
EU could serve as a model of microstate integration,
generating insights applicable to other small entities
navigating multilateral institutions. Finally, through
events, research, and tourism, Monaco can secure
soft-power gains that enhance its standing within Europe.
This constellation of outcomes aligns with broader
small-state scholarship, which finds that specialisation and
strategic engagement can yield influence disproportionate
to size (Hogenauer & Misik, 2024).

Operationalizing Monaco’s EU diplomacy framework
involves translating the five conceptual dimensions into
actionable and measurable indicators, while ensuring that
the eight narrative sections of the write-up are
systematically embedded. This approach bridges
conceptual theory with empirical evaluation and policy
relevance.

The first dimension, the microstate condition, anchors the
analysis in structural realities. Indicators include
Monaco’s population size and density, GDP per capita, and
economic dependency on France and EU markets.
Multilateral participation can be traced through treaties,
technical committees, and cross-border collaborations.
These indicators capture the constraints, incentives, and
strategic orientation imposed by the microstate condition,
providing the foundation upon which the principality’s
diplomacy operates. Narrative sections that focus on
Monaco’s historical positioning, territorial limitations, and
reliance on France contribute directly to this dimension.
Strategic assets and niche capabilities form the second
dimension. These encompass financial and regulatory
expertise, cultural and event diplomacy, innovation and
knowledge production, environmental leadership, and
cross-border integration. Operationalization draws on
quantitative measures such as banking sector size, volume
of EU-compliant investments, number of high-profile
international events, patents and R&D expenditure,
participation in environmental projects, and frequency of
formalized agreements with neighboring states.
Qualitative assessments of reputation, influence, and
symbolic capital complement these metrics. Sections of the
write-up that describe Monaco’s finance sector, innovation
initiatives, cultural events, and environmental institutions
are directly mapped here, translating narrative content
into empirical levers for influence.
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The third dimension, EU engagement modes, identifies
pathways through which Monaco interacts with European
institutions. Operational indicators include the existence and
frequency of bilateral consultations mediated by France,
participation in EU programmes such as Horizon Europe or
Blue Economy initiatives, observer status and committee
involvement, alignment of domestic regulations with EU
norms, and the global visibility of Monaco-driven initiatives.
This dimension integrates narrative sections describing
Monaco’s regulatory alignment, programmatic participation,
and collaborative positioning with EU actors, operationalizing
them as measurable points of engagement.

Mechanisms of influence, the fourth dimension, articulate how
Monaco converts assets and engagement into diplomatic
leverage. Indicators include the number of policy areas in
which Monaco contributes recognized expertise, media
visibility and reputational presence in EU forums, formal
advocacy instances through France, and networked
partnerships with EU institutions or other international
actors. Narrative sections that discuss Monaco’s niche
diplomacy, reputation management, intermediated advocacy,
and alliance-building are mapped here, translating descriptive
insight into functional mechanisms.

The final dimension, diplomatic outcomes, reflects the
measurable results of Monaco’s strategy. Policy influence is
assessed by tracing the principality’s contribution to EU
directives or sectoral initiatives. Economic integration is
captured through Single Market participation and EU-
compliant investment flows. Reputational amplification
draws on media coverage, event impact, and recognition as a
European hub for culture, science, and sustainability. The
development of a microstate integration model is indicated by
Monaco’s replication or influence on other small states’
approaches. Soft-power gains are measured by collaborations
initiated or led by Monaco within EU programmes. Narrative
sections covering the implications, impacts, and strategic
outputs of Monaco’s diplomacy feed directly into this final
dimension, operationalizing them as measurable outcomes

Operationalising the analytical framework
1. Microstate Condition

The microstate condition anchors the analysis in structural
realities. Monaco's extremely limited territory and population,
combined with its high per capita wealth, define both
constraints and opportunities. Indicators of this dimension
include population size and density, GDP per capita, and
economic dependency on France and EU markets. Multilateral
participation can be assessed through the number of treaties,
technical committees, and cross-border collaborations in
which Monaco is involved. These measures capture the
strategic orientation imposed by Monaco’s structural
characteristics, providing the foundation for its diplomatic
activity. Narrative sections that address Monaco’s historical
positioning, territorial limitations, and reliance on France are
directly relevant to this dimension, translating descriptive
context into evaluable parameters.

2. Strategic Assets and Niche Capabilities

Strategic assets and niche capabilities constitute the
second dimension of Monaco’s EU diplomacy. These
encompass the principality’s financial and regulatory
expertise, cultural and event diplomacy, innovation and
knowledge production, environmental leadership, and
cross-border integration. Operationalization involves
quantitative metrics such as the size of the banking sector,
volume of EU-compliant investments, number of high-
profile international events, patents and R&D expenditure,
participation in environmental projects, and frequency of
formalized agreements with neighboring states.
Qualitative assessments of reputation, symbolic capital,
and influence complement these figures. Sections of the
write-up discussing Monaco’s finance sector, innovation
initiatives, cultural events, and environmental institutions
are directly mapped here, demonstrating how narrative
content translates into empirical levers of influence.

3. Eu Engagement Modes

The third dimension identifies the pathways through
which Monaco engages with European institutions. These
modes include bilateral mediation via France, sectoral
integration into EU programmes such as Horizon Europe
or Blue Economy initiatives, institutional access through
observer status or committee participation, normative
alignment with EU regulations, and soft-power projection
through visible initiatives. Operational indicators capture
the existence and frequency of consultations, programme
participation, and visibility in policy and media arenas.
Narrative sections that address Monaco’s regulatory
alignment, programmatic participation, and collaborative
positioning are mapped onto this dimension, showing how
descriptive content becomes measurable engagement
within the EU context.

4, Mechanisms of Influence

Mechanisms of influence articulate how Monaco converts
its strategic assets and engagement into diplomatic
leverage. These include niche diplomacy in specialized
policy areas, reputational capital measured through media
visibility and recognition in EU forums, intermediated
advocacy primarily via France, and networked
multilateralism through formal alliances or partnerships
with EU institutions or other international actors.
Narrative sections discussing Monaco’s niche diplomacy,
reputation management, intermediated advocacy, and
alliance-building are aligned with this dimension, allowing
descriptive insights to be interpreted as functional
mechanisms that generate influence.

5. Diplomatic Outcomes

Diplomatic outcomes reflect the measurable results of
Monaco’s strategy within the EU. Policy influence can be
assessed by tracking the principality’s contributions to EU
directives or sectoral initiatives. Economic integration is
captured through Single Market participation and EU-
compliant investment flows. Reputational amplification is
observable through media coverage, event impact, and
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Microstate Condition

recognition as a European hub for culture, science, and sustainability.

Operationalizing Monaco’s EU Diplomacy Framework
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The development of a microstate integration model is
indicated by Monaco’s replication or influence on other small
states’ strategies, while soft-power gains are reflected in the
number and quality of collaborations initiated or led by
Monaco within EU programmes. Narrative sections covering
implications, impacts, and strategic outputs feed into this
dimension, operationalizing Monaco’s conceptual capacities
into measurable outcomes.

The operationalization of Monaco’s EU diplomacy framework
presents the principality’s influence as a continuous process,
moving from structural conditions to measurable outcomes.
The microstate condition captures Monaco’s foundational
characteristics, including its limited population, high per
capita wealth, economic dependency on France and EU
markets, and engagement in multilateral agreements. These
factors define the constraints and incentives that shape its
diplomatic strategy, informed by historical positioning,
territorial limitations, and reliance on France.

Monaco’s strategic assets and niche capabilities encompass its
financial and regulatory expertise, cultural and event
diplomacy, innovation and knowledge production,
environmental leadership, and cross-border integration with
neighboring states. These specialized capacities provide the
principality with distinct levers of influence, operationalizing
sections of the narrative that describe its economic profile,
cultural initiatives, research and innovation activities, and
environmental engagement.

The modes of engagement with the European Union articulate
how Monaco channels its capabilities into formal and informal
participation. Bilateral mediation via France, sectoral
integration into EU programs, institutional access through
committees and technical groups, normative alignment with
EU regulations, and soft-power projection through

Q Networked Integration

Q Niche Diplomacy, Reputation @ Intermediated Advocacy

m Implications & Strategic Outputs

internationally  visible initiatives exemplify the
principality’s pathways for influence. Narrative sections
that address regulatory alignment, programmatic
participation, and collaborative positioning are
operationalized in this dimension.

Mechanisms of influence describe how Monaco converts
assets and engagement into tangible leverage. Niche
diplomacy allows focused expertise to shape policy
discussions, reputational capital is cultivated through
media presence and visibility in EU forums, intermediated
advocacy operates primarily through France, and
networked multilateralism expands reach via alliances
and partnerships. Descriptive narrative sections
concerning niche policy engagement, reputation
management, advocacy, and alliance-building translate
into functional mechanisms that generate diplomatic
impact.

Finally, diplomatic outcomes reflect the measurable
results of Monaco'’s strategy within the EU context. Policy
influence can be assessed through contributions to EU
directives and sectoral initiatives, economic integration
through Single Market participation and EU-compliant
investments, and reputational amplification through
recognition as a European hub for culture, science, and
sustainability. The principality’s approach also models
microstate integration strategies, providing lessons for
other small states, while soft-power gains are evidenced
by collaborations initiated or led within EU programs.
Narrative sections covering implications, strategic
outputs, and impacts are embedded across this dimension,
transforming conceptual insights into measurable and
actionable outcomes.

The framework demonstrates how Monaco’s structural
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characteristics, specialized assets, engagement strategies, and
mechanisms of influence converge to produce concrete
diplomatic outcomes. It integrates the eight narrative sections
seamlessly across the five conceptual dimensions, linking
theory to operational indicators and providing a
comprehensive basis for empirical evaluation, policy analysis,
and strategic planning.

On an end note, it should be acknowledged that the Grimaldi
dynasty, despite its exceptionally long historical continuity, is
considered relatively minor among European royal houses.
While this confers no formal disadvantage in legal or
institutional terms, it has symbolic and reputational
implications for Monaco’s diplomatic positioning. The
principality’s status among royal peers may limit traditional
prestige-based leverage in certain aristocratic or ceremonial
networks, but it simultaneously encourages functional, merit-
based, and niche-oriented diplomacy—a pattern that aligns
with microstate strategy.

In practical terms, the Grimaldi’s perceived “minor royal”
standing may have an indirect, yet positive, side effect on
efforts to deepen integration with the EU Internal Market. It
incentivizes Monaco to pursue influence through expertise,
sectoral specialization, soft power, and institutional
engagement, rather than relying on symbolic prestige or
historical weight. This can foster a pragmatic, results-oriented
foreign policy, where the principality’s contributions in
finance, innovation, environmental stewardship, cultural
diplomacy, and regional cooperation take center stage. In
other words, the limitations imposed by relative royal status
may reinforce Monaco’s capacity to leverage functional and

normative forms of influence, producing tangible
outcomes in policy, economic integration, and
reputational visibility—exactly the types of impact that
underpin successful microstate diplomacy in the
European context.

4.1. Microstate Condition

Monaco’s geopolitical significance derives fundamentally
from its location on the Mediterranean littoral at the edge
of the Western Alps, positioned on the Riviera (Cote
d’Azur) between the French city of Nice to the west and the
territories of Italy to the east. Although its territory
measures only about 2km? today, Monaco’s position
offered both a natural defensive promontory and control
of a strategic coastal segment of the Western
Mediterranean, facilitating maritime observation and
regional trade in a part of Europe long contested by larger
powers.

From the late thirteenth century the Genoese Grimaldi
family established itself on the Rock of Monaco, combining
fortification, marriage alliances, and diplomatic dexterity
to maintain local control. In the early sixteenth century,
Monaco navigated between the major Mediterranean
powers: it entered into the Treaty of Tordesillas (1524)
with the Holy Roman Emperor CharlesV, placing the
principality under Spanish imperial protection, a pact that
reflected both Monaco’s vulnerability and its ability to
secure powerful patrons.

The subsequent century vividly illustrates Monaco’s modes of
geopolitical maneuvering. Spanish, French, and Italian
interests converged in the region as the House of Savoy
expanded its own influence from Piedmont-Savoy toward the
Ligurian coast. Beneath this broader contest, Monaco’s lord,
later prince, Honoré Il sought to extricate his realm from
Spanish dominance and align instead with a rising France.
This culminated in the Treaty of Péronne in 1641, whereby
Monaco became a French protectorate in exchange for
recognition of its sovereign rights and inclusion in French
diplomatic treaties, setting the pattern for more than three
centuries of French strategic tutelage.

Despite always being enveloped by the larger territorial
aspirations of its neighbors—first the Habsburg-Spanish
axis, then Napoleonic France, the Kingdom of Sardinia, and
ultimately the unified French and Italian states—Monaco
skillfully leveraged its symbolic and diplomatic utility to
preserve autonomy. The Congress of Vienna (1815) placed
Monaco under Sardinian influence briefly, but the
Franco-Monégasque Treaty of 1861 reaffirmed its
sovereignty while ceding surrounding towns (notably
Menton and Roquebrune) to France, profoundly shrinking
its territorial footprint but securing international
recognition as a sovereign entity.
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In the early twentieth century internal political pressures—
most notably the Monégasque Revolution (1910) that
constitutionalized monarchical authority—coincided with
fraught external dynamics. A 1918 treaty with France resolved
a succession crisis by strengthening French oversight of
Monaco’s foreign policy and succession, effectively embedding
a strategic alignment with French interests while maintaining
nominal independence. Only in 2002 were these clauses
revised to formally ensure Monaco’s sovereign prerogatives
without prior French approval.

During the turmoil of the Second World War, Monaco’s
position again highlighted its delicate geopolitical role: Italian
forces occupied the principality in 1942 before German forces
assumed control in 1943 following Italy’s armistice,
illustrating how its location between larger Axis powers
rendered it subject to occupation despite its neutrality.
Throughout the post-war and contemporary period, Monaco’s
geopolitical agency has been exercised less through territorial
or military leverage than through economic specialization,
diplomatic networking, and cultural projection. Its economy—

anchored in tourism, finance, and luxury services—
transcends its tiny size, drawing workers and capital from
both France and Italy, and reinforcing its position as a
node in Western Mediterranean economic circuits. Its
membership in the United Nations since 1993 and active
engagement on issues like environmental sustainability
further illustrate how the principality projects influence
beyond its borders.

Monaco’s geopolitical maneuver space has therefore
depended on balancing autonomy and alignment:
cultivating protective alliances with France (and
historically with Spain and Sardinia), ceding little ground
on internal governance while negotiating its role in the
larger European order, and securing economic and
diplomatic niches that insulate it from direct absorption
by its much larger neighbors. Its continued stability
reflects a strategic synthesis of territorial minimization
and functional maximization in the geopolitical corner of
the Mediterranean between France and Italy.

Table
Historical Geopolitical . Strategic M.aneuver / Outcome /
. Territorial Status Functional .
Period Context L Stability
Maximization
Late 13th - Diplomatic balancing
15th Genoese- Small fortified among Genoa, local Maintained
centuries Mediterranean | promontory (Rock of [talian lords; autonomy despite
rivalry Monaco) fortification and larger neighbors
maritime control
16th century Hgbzzlilsrf_ Alliance with Spain for Preserved
inguence- De facto microstate protection; dynastic sovereignty through
Italian Wars marriages patronage
17th century France rising Treaty of Péronne Sovereignty
as (1641) — French . .
. recognized; avoided
Mediterranean Same as above protectorate; leveraged .
. absorption by Savoy
power; Savoy French protection to
. . or France
expansion secure independence
18th - 19th Napoleonic . Monaco survives as
. Slightly . :
centuries wars, Careful diplomacy; sovereign
expanded/contracted . . . .
Congress of treaties with France; microstate; limited
A borders; ceded . o
Vienna, Menton & neutrality and legal territorial loss but
unification of recognition gains formal
Roquebrune (1861) o
Italy recognition
20th century World'Wars, Alignment with France; Stability m:juntamed
Italian 2 o through alliance and
occupation Current 2 km constitutional reform soft power: no
p ’ territory (1910, 2002); neutral POWer;
French X . military
) stance in conflicts
alignment entanglement
Contemporary | EU, Schengen, Functional High international
era Mediterranean maximization via visibility and
economic & Same tourism, finance, influence despite
diplomatic cultural diplomacy, minimal territory;
networks environmental policy enduring stability

Across centuries, Monaco’s continued stability reflects a
strategic synthesis of territorial minimization and functional

maximization. By maintaining a small, defensible footprint
while simultaneously leveraging alliances, economic
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niches, and cultural-diplomatic projection, Monaco has
consistently exercised outsized influence in the geopolitical
corner of the Mediterranean between France and Italy,

converting spatial constraints into enduring strategic
advantage.
The operationalization of Monaco’s EU diplomacy

framework—a carefully calibrated conduit of historical
contingencies and contemporary capacities—presents a
continuous flow from structural conditions to strategic
outcomes, illustrating how past positioning, preserved
through prudence, informs present influence, provided
influence strategies are in place and combined with the
apposite amalgamation of alliances, assets, and acumen.

The microstate condition captures Monaco’s foundational
structural realities, including its extremely limited territory,
small population of roughly 39,000, and high per capita wealth
exceeding $190,000 USD. Historically, these characteristics
have necessitated reliance on legal, diplomatic, and
multilateral instruments rather than coercive power.
Monaco’s economic dependency on France and integration
into the EU market—particularly in finance, luxury services,

and tourism—reflects both a constraint and a source of
leverage. Participation in multilateral frameworks,
treaties, and specialized international organizations
allows Monaco to extend influence beyond its physical
scale. Historical sections of the narrative that emphasize
territorial limits, dynastic treaties, and France-
dependence are operationalized here, demonstrating how
structural and historical realities underpin contemporary
diplomatic strategy.

The Principality of Monaco has an exceptionally small but
stable year-round resident population, which according to
the most recent official figures stands at approximately
38,400 inhabitants. This number refers to individuals who
are formally registered as residents and who reside in the
Principality on a permanent basis, rather than transient
populations such as tourists, seasonal visitors, or short-
term commuters. In demographic terms, Monaco
therefore qualifies as one of the smallest sovereign states
in the world by population, while simultaneously being
one of the most densely populated territories globally.

Monaco - Population Distribution by Nationality (Approx.)

Mon-EU foreigners

Monegasques

French

From an analytical perspective, this limited population size
acquires particular significance when situated within
Monaco’s broader political economy. Despite its small
demographic base, Monaco functions as a major international
hub for wealth management, luxury services, and high-net-
worth residence. Its fiscal regime—characterised by the
absence of personal income tax for most residents and a highly
favourable corporate tax environment for certain sectors—
has contributed to its reputation as a tax-advantaged
jurisdiction. As a result, the resident population is both highly
internationalised and socio-economically atypical when
compared to larger European states.

Importantly, the modest scale of Monaco’s permanent
population amplifies the impact of policy choices in areas such
as housing, social services, infrastructure, and international

Other EU citizens

talian

regulatory alignment. Demographic changes of only a few
hundred individuals can have measurable effects on
population density, age structure, and nationality
composition. This makes Monaco a particularly instructive
case for the study of microstate governance, fiscal
sovereignty, and the interaction between demographic
scale and global economic integration.

Strategic assets and niche capabilities comprise the
principality’s specialized capacities. These include
financial and regulatory expertise, cultural and event
diplomacy, innovation and knowledge production,
environmental leadership, and cross-border integration
with neighboring states. The historical evolution from a
regional trading outpost to a high-value, specialized
economy illustrates adaptive specialization: Monaco has
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converted structural limitations into functional advantages,
leveraging high-value, internationally mobile sectors to
amplify influence. Operationalization draws on quantitative
measures such as banking sector size, EU-aligned investments,
patents and R&D expenditure, and participation in
environmental projects, while qualitative indicators include
reputation, symbolic capital, and international visibility.
Narrative sections that discuss Monaco’s finance sector,
innovation initiatives, cultural events, and environmental
institutions map directly onto this dimension, linking
historical specialization to contemporary leverage.
Engagement with the European Union represents the
pathways through which Monaco translates these assets into
influence. Historical positioning through treaties and alliances
informs bilateral mediation with France, sectoral integration
into EU programs, institutional access via committees,
normative alignment with EU regulations, and soft-power
projection through global visibility. Indicators include
frequency and scope of consultations, program participation,
and observable alignment with EU regulatory frameworks.
Historical experience in selective multilateralism provides the
blueprint for this contemporary engagement, operationalizing
narrative sections on regulatory alignment, programmatic
participation, and cooperative positioning.

Mechanisms of influence describe how Monaco converts
assets and engagement into diplomatic leverage. Historical
niche  diplomacy, cultivated reputational capital,
intermediated advocacy via France, and networked
multilateralism underpin Monaco’s ability to project influence
beyond its scale. Quantitative indicators include the number
of EU policy areas influenced, media visibility, and formal
advocacy instances, while qualitative assessments cover
alliance-building and reputation. Narrative sections
highlighting Monaco’s historical use of treaties, alliances, and
high-profile events map onto this dimension, demonstrating
the continuity from historical relational strategies to
functional mechanisms of contemporary influence.
Diplomatic outcomes capture the measurable results of
Monaco’s historical and contemporary strategy. Policy
influence is observable through contributions to EU directives
and sectoral initiatives, economic integration through Single
Market participation and EU-aligned investments, and
reputational amplification via media, cultural prominence,
and scientific recognition. The principality also provides a
model for microstate integration, while soft-power gains are
reflected in collaborations and leadership within EU
programs. Historical positioning—structural reliance on
France, strategic niche specialization, and multilateral
engagement—directly informs these outcomes, embedding
past trajectories into present-day operationalized indicators.
Narrative sections covering implications, strategic outputs,
and impact are thus fully integrated, linking theory, history,
and measurable outcomes.

This integrated framework demonstrates how Monaco’s
historical structural constraints, economic specialization, and
relational leverage inform contemporary microstate
diplomacy in the EU. It provides a comprehensive lens for
empirical evaluation, policy analysis, and strategic planning,
highlighting the enduring relevance of historical positioning in
shaping current capacities, engagement modes, mechanisms
of influence, and tangible outcomes.

4.2. Strategic Assets & Niche Capabilties

Monaco’s strategic assets and niche capabilities are the
foundation of its disproportionate influence in European
and international arenas, reflecting a deliberate
adaptation to its microstate condition. These capabilities
are highly specialized, allowing the principality to
maximize impact per unit of resource, and are structured
around five interrelated domains: finance, culture and
events, innovation, environmental leadership, and cross-
border integration.

In finance, Monaco exhibits concentrated expertise in
private banking, wealth management, and investment
advisory services. The principality’s regulatory alignment
with EU standards, combined with its high per capita
income, enables it to serve as a hub for cross-border
financial flows and EU-compliant investment vehicles.
Operationally, indicators include the size and liquidity of
banking assets, volume of investments structured for EU
markets, participation in EU financial programs, and
compliance with international regulatory frameworks
such as Basel IIl and anti-money laundering directives.
This financial capacity functions as both an economic lever
and a source of normative credibility, enhancing Monaco'’s
ability to influence sectoral policy discussions and market
standards.

Culture and events constitute a second strategic domain,
encompassing high-profile sporting competitions, artistic
showcases, and globally recognized festivals. Monaco’s
long-standing tradition of hosting events such as the
Monaco Grand Prix or international yachting and
swimming competitions leverages symbolic capital and
media visibility. Analytical indicators include the number
of international events hosted per year, audience reach,
media coverage metrics, and economic impact of tourism
generated by these events. This domain allows Monaco to
exercise soft power, shape regional perceptions, and
project influence in EU cultural and tourism policymaking,
reinforcing its international profile despite its small
territorial scale.

Innovation and knowledge production form the third
dimension of strategic assets. Monaco has invested in
targeted research and development in sectors such as
marine biotechnology, sustainable urban design, digital
luxury technologies, and environmental sciences.
Indicators for operationalization include the number of
patents filed, R&D expenditure as a percentage of GDP,
participation in EU research networks such as Horizon
Europe, and output in peer-reviewed scientific
publications. These metrics capture both the functional
capacity for innovation and the reputational enhancement
that results from recognized scientific contributions,
allowing Monaco to position itself as a niche knowledge
hub.

Environmental leadership constitutes a fourth pillar,
reflecting Monaco’s strategic focus on sustainable
development, marine conservation, and climate
adaptation. Operational indicators include participation in
Blue Economy initiatives, environmental research
outputs, implementation of urban sustainability projects,
and involvement in EU environmental programs. By
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projecting expertise in oceanography, climate resilience, and
ecological conservation, Monaco amplifies its influence in EU
policy discussions on sustainability, contributing technical
credibility and thought leadership disproportionate to its size.
Cross-border integration represents the fifth dimension of
Monaco’s niche capabilities, emphasizing functional and
institutional collaboration with France, Italy, and European
entities. Operational indicators include formal agreements
governing transport, infrastructure, taxation, regulatory
harmonization, and joint participation in EU projects. This
capacity leverages Monaco’s geographical position and
relational networks, enabling it to integrate selectively into EU
frameworks while maintaining sovereignty and flexibility. It
also allows the principality to model microstate integration
approaches that can be scaled or adapted by other small
states.

Analytically, these five strategic domains operate in synergy.
Financial expertise underpins economic leverage, cultural
events enhance soft power, innovation contributes normative
and scientific credibility, environmental leadership provides
sectoral authority, and cross-border integration ensures
functional alignment with European frameworks. Together,
these niche capabilities allow Monaco to convert structural
constraints into operational advantage, generating influence
and visibility well beyond what territorial size or population
would suggest. Each domain can be operationalized with
measurable indicators, linking descriptive narrative to
empirical assessment, policy engagement, and strategic
planning.

4.3. EU Engagement Modes

Monaco’s engagement with the European Union is best
understood as a set of strategic pathways through which the
principality converts its niche assets and structural position
into influence. Given the constraints of territorial size, limited
population, and absence of coercive power, these engagement
modes are highly selective, targeting areas where Monaco can
generate  disproportionate impact. They can Dbe
conceptualized along four interrelated dimensions: bilateral
mediation, sectoral integration, institutional access, and
normative alignment.

Bilateral mediation primarily occurs through France, which
functions as Monaco’s  historical and contemporary
interlocutor within European governance. France facilitates
Monaco’s participation in policy discussions, access to EU
networks, and negotiation of regulatory harmonization,
effectively amplifying the principality’s voice in areas where
direct representation would be limited. Operationally, this
mode can be assessed through the frequency and scope of
consultations mediated by France, joint policy submissions,
and bilateral agreements that create conduits for EU
engagement. Bilateral mediation transforms structural
dependency into strategic leverage, allowing Monaco to
influence outcomes indirectly while preserving autonomy in
its niche sectors.

Sectoral integration involves Monaco'’s selective participation
in EU programs, initiatives, and project-based frameworks
where its expertise aligns with European priorities. Examples
include finance-related regulatory programs, Horizon Europe
research networks, Blue Economy initiatives, and

environmental projects. Analytical indicators include the
number and scale of programs joined, funding
contributions, research collaborations, and the outputs
generated through these initiatives. Sectoral integration
operationalizes Monaco’s  specialized capabilities,
enabling the principality to engage substantively in EU
governance, project networks, and policy implementation
despite its limited institutional footprint.

Institutional access refers to Monaco’s formal and
informal entry points into EU governance structures.
While full membership is precluded, the principality can
participate in technical committees, advisory groups, and
observer arrangements that provide exposure to
policymaking and regulatory development. Indicators
include committee memberships, attendance at
institutional consultations, participation in advisory
reports, and documented contributions to regulatory
processes. Institutional access enables Monaco to gain
technical knowledge, influence decision-making in niche
areas, and build relationships with key actors,
transforming microstate into targeted
influence channels.

limitations

Charlene & Albert

Normative alighment captures Monaco’s strategic effort to
harmonize domestic legal, fiscal, and regulatory
frameworks with EU standards. By aligning its financial
regulations, taxation policies, environmental rules, and
corporate governance norms, Monaco increases
credibility, facilitates cross-border transactions, and
positions itself as a compliant and cooperative actor.
Operational indicators include the degree of legal
harmonization, adoption of EU directives or frameworks,
and implementation of EU-compliant regulatory
standards. Normative alignment underpins both sectoral
integration and institutional access, reinforcing Monaco’s
legitimacy and enabling credible participation in EU-
driven initiatives.

Collectively, these engagement modes create a coherent
architecture for Monaco’s EU diplomacy. Bilateral
mediation leverages historical and relational channels to
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gain strategic access, sectoral integration operationalizes
specialized capabilities in high-value domains, institutional
access provides technical influence and network-building
opportunities, and normative alignment enhances credibility
and operational compatibility. Analytically, these modes
transform Monaco’s structural constraints and niche assets
into actionable pathways for influence, allowing the
principality to participate selectively but effectively in the
European Union’s complex multilevel governance system.

4.4, Mechanisms of Influence

Monaco’s mechanisms of influence describe the processes
through which its structural characteristics and niche
capabilities are translated into tangible diplomatic leverage
within the European Union and broader international arenas.
Given the principality’s territorial constraints and limited
coercive capacity, influence is exercised primarily through
functional, symbolic, and relational channels rather than
through scale or hard power. These mechanisms can be
conceptualized in four interconnected dimensions: niche
diplomacy, reputational capital, intermediated advocacy, and
networked multilateralism.

Niche diplomacy reflects Monaco’s strategic focus on
specialized areas where the principality possesses recognized
expertise. These areas include finance, luxury services,
cultural and sporting events, innovation, and environmental
stewardship. By concentrating on domains where it can
provide unique contributions, Monaco achieves influence
disproportionate to its size. Operationally, niche diplomacy
can be measured through the number and scope of EU or
international policy areas in which Monaco is cited as a
technical or normative contributor, the adoption of Monaco-
driven proposals in sectoral initiatives, and participation in
thematic EU projects such as Horizon Europe research
networks or Blue Economy programs. Niche diplomacy
converts Monaco’s adaptive specialization into a functional
tool for policy and market leverage.

Reputational capital represents the symbolic dimension of
influence, derived from Monaco’s visibility, prestige, and
demonstrated expertise. High-profile events, scientific
contributions, environmental leadership, and luxury branding
all contribute to the principality’s international standing.
Indicators include media coverage, rankings in financial,
environmental, or cultural domains, citation of Monaco’s
initiatives in EU reports, and public recognition of policy
contributions. Reputational capital amplifies the principality’s
voice in multilateral discussions, strengthens legitimacy in
normative debates, and increases the efficacy of its diplomatic
interventions, creating a soft-power effect that complements
niche technical influence.

Intermediated advocacy highlights the principality’s reliance
on France as a conduit for influence in the EU. This mechanism
allows Monaco to participate indirectly in policymaking,
leveraging France’s formal membership, negotiation capacity,
and institutional access. Operational indicators include the
frequency and content of joint advocacy initiatives, bilateral
agreements facilitating EU engagement, and Monaco’s input
into France-mediated policy proposals. Intermediated
advocacy enables Monaco to extend its reach into decision-
making processes while preserving autonomy in its niche

sectors, reflecting a historically informed approach to
relational leverage.

Networked multilateralism captures Monaco’s ability to
create strategic linkages across EU institutions, member
states, and international organizations. By embedding
itself in technical committees, specialized working groups,
and multilateral initiatives, Monaco can shape agendas,
share expertise, and form coalitions on specific issues.
Indicators include the number of formal alliances,
participation in multilateral programs, joint initiatives
with other small states or EU members, and engagement
in EU-led consortia. Networked multilateralism allows
Monaco to transcend limitations of scale, integrating its
niche capacities and reputational capital into broader
policy and programmatic influence.

Analytically, these mechanisms operate synergistically.
Niche diplomacy establishes functional authority,
reputational capital amplifies visibility and credibility,
intermediated advocacy provides strategic access to
formal decision-making channels, and networked
multilateralism extends reach through relational and
institutional linkages. Together, they convert Monaco’s
structural constraints and specialized assets into
measurable influence, allowing the principality to exert a
level of diplomatic and policy impact far exceeding what
its size alone would permit. Each mechanism can be
operationalized with concrete indicators, linking historical
positioning, strategic assets, and engagement modes to
tangible diplomatic outcomes, thereby providing a
coherent framework for analysis and policy planning.

4.5. Diplomatic Outcomes

Monaco’s policy outcomes demonstrate a remarkable
capacity to convert structural constraints into measurable
influence, economic integration, and soft power.
Compared to other European microstates such as San
Marino and Andorra, Monaco exhibits both greater
sectoral specialization and more effective operational
leverage, reflecting a deliberate strategy of targeted
engagement and niche diplomacy.

In terms of policy influence, Monaco has succeeded in
shaping EU-adjacent policy domains despite its non-
member status. Its expertise in finance, environmental
management, and cultural diplomacy has allowed it to
contribute indirectly to EU initiatives, particularly through
France-mediated channels. Compared with San Marino,
whose influence is largely confined to administrative and
ceremonial participation in multilateral forums, and
Andorra, whose engagement is concentrated on customs
union and financial regulation alignment, Monaco
demonstrates broader and more visible policy impact.
Operational indicators such as participation in EU
consultative processes, contributions to sectoral
directives, and the adoption of Monaco-informed
initiatives underscore this comparative advantage. This
reflects a core principle of microstate diplomacy: by
concentrating on specialized domains where credibility is
high, small states can punch above their weight.

Economic integration illustrates a similar pattern.
Monaco’s alignment with EU market norms, particularly in
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finance and luxury services, allows seamless participation in
cross-border transactions and access to regulated investment
flows. GDP per capita exceeding $190,000 and deep economic
ties to France and EU markets provide both a resource base
and legitimacy for this integration. By contrast, San Marino
relies heavily on a customs and monetary agreement with
Italy, while Andorra’s integration is largely limited to bilateral
treaties and sector-specific harmonization. Monaco’s
approach exemplifies the microstate strategy of leveraging
dependency into functional advantage, using normative
alignment as a means to participate selectively yet effectively
in the European economic system.

Reputational amplification further differentiates Monaco from
its microstate peers. High-profile cultural, sporting, and
scientific initiatives—ranging from international swimming
competitions and the Monaco Grand Prix to marine
biotechnology research—generate global visibility that
reinforces both legitimacy and influence. Indicators such as
media coverage, event attendance, and citations in policy
networks highlight the effectiveness of Monaco’s soft-power
projection. While Andorra and San Marino maintain
reputational presence through heritage tourism and limited
cultural promotion, neither achieves the same international
resonance or the same ability to leverage symbolic capital for
policy influence. Monaco’s approach demonstrates the
theoretical insight that microstates can enhance impact by
pairing specialized expertise with visible, globally recognized
initiatives.

Soft power gains, as a final dimension, consolidate the
principality’s influence. Monaco attracts collaborative
partnerships, shapes transnational norms, and participates in
EU-adjacent networks in ways that reinforce autonomy and
strategic leverage. In contrast, San Marino’s and Andorra’s
soft-power effects are narrower in scope and largely regional,
reflecting both more limited resources and less diversified
strategic portfolios. Monaco’s ability to integrate cultural,
financial, environmental, and innovation capacities into
cohesive influence strategies exemplifies the
operationalization of microstate diplomacy theory: influence
is most effective when multidimensional, networked, and
symbolically reinforced.

Evaluatively, Monaco’s performance across these domains
exceeds that of San Marino and Andorra in both scope and
impact. While all three microstates rely on historical
dependency and bilateral intermediaries, Monaco uniquely
combines economic integration, reputational amplification,
and sectoral influence into a coherent, results-driven strategy.
Other microstates, such as Liechtenstein, similarly leverage
financial specialization, but Monaco’s additional investments
in culture, events, and environmental leadership create a
multidimensional capacity for influence that is unmatched in
Europe. This comparative analysis underscores that
successful microstate diplomacy is not solely a function of
structural leverage but of strategic concentration,
reputational cultivation, and selective engagement with
multilateral institutions and normative frameworks.

In sum, Monaco illustrates how a small state can
operationalize its historical positioning, niche assets,
engagement modes, and mechanisms of influence to generate
concrete, measurable outcomes. Its comparative advantage
lies in the breadth and visibility of its influence, the

sophistication of its economic integration, and the
effectiveness of its soft-power projection—offering a
benchmark for other European microstates seeking to
maximize policy impact and international relevance
despite structural constraints.

Monaco’s current policy outcomes—while impressive
relative to other microstates—are constrained by the non-
implementation of full EU membership, selective Single
Market access, and formal institutional participation.
These gaps limit policy influence, economic integration,
reputational amplification, and soft power gains. To
augment results, proposals should focus on leveraging
existing niche capabilities, expanding engagement modes,
institutionalizing mechanisms of influence, and creating
measurable outcomes within the current legal and
political constraints.

First, Monaco can expand sectoral engagement by
deepening participation in EU programs where it already
holds expertise, such as Blue Economy initiatives,
sustainable finance, marine biotechnology, and innovation
networks. Operationally, this could involve increasing
Monaco’s contributions to Horizon Europe consortia, co-
leading EU pilot projects on urban sustainability or luxury
tech innovation, and formalizing knowledge-sharing
partnerships with member states. By doing so, Monaco
translates its niche capabilities into tangible policy
outputs, increasing visibility and functional influence
despite the absence of full institutional membership.
Second, Monaco could institutionalize intermediated
advocacy by formalizing advisory arrangements with
France and other like-minded microstates. This could
include structured trilateral coordination mechanisms,
joint policy submissions, and strategic lobbying in EU
technical committees. Embedding Monaco systematically
in France-mediated channels ensures that advocacy is
predictable, credible, and capable of scaling across
multiple policy domains, rather than episodic or ad hoc.
Such structured intermediation would amplify Monaco’s
influence and align with microstate diplomacy theory,
which emphasizes leveraging relational channels to
overcome structural limitations.

Third, the principality should enhance reputational capital
and soft power through measurable, high-profile
initiatives. This entails designing projects that intersect
Monaco’s existing strengths—cultural events,
environmental stewardship, and innovation—with EU
priorities, thereby generating recognition and influence
simultaneously. For instance, hosting EU-partnered
environmental summits, innovation showcases, or
transnational sporting events can serve as platforms for
normative influence and network-building, reinforcing
Monaco’s credibility in both symbolic and operational
domains. Indicators such as media coverage, cross-border
participation, and subsequent policy references can track

impact.
Fourth, Monaco could strengthen networked
multilateralism by forming alliances with other

microstates, small states, and EU member states around
shared thematic priorities. Coordinated engagement on
finance regulation, climate adaptation, or cross-border
research projects would create coalitions of functional
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influence, allowing Monaco to punch above its size by pooling
credibility, expertise, and access. This aligns with the
theoretical insight that microstates increase leverage by
embedding themselves in relational and networked structures
rather than attempting direct influence in isolation.

Fifth, economic integration can be augmented by expanding
normative alignment and selective regulatory harmonization.
Monaco could adopt additional EU directives and technical
standards in finance, environmental protection, and
innovation, even in areas not currently required. This
proactive alignment would reduce transaction costs, enhance
investor confidence, and facilitate broader participation in EU
markets without necessitating formal membership.
Operational indicators could include the number of
harmonized directives, EU-compliant investment flows, and
cross-border project participation.

Finally, all of these proposals should be accompanied by
systematic monitoring and evaluation, ensuring that gains in
influence, reputation, integration, and soft power are tracked,
quantified, and iteratively optimized. This allows Monaco to
continuously refine its engagement strategy, learning from
successes and setbacks, and ensures that the principality
maximizes the returns on its niche capabilities within the
constraints of microstate diplomacy.

In summary, augmenting Monaco’s results in the context of
non-implementation requires a multi-layered strategy:
deepen sectoral engagement, institutionalize intermediated
advocacy, amplify reputational and soft-power initiatives,
expand networked multilateralism, proactively align norms
and regulations, and implement rigorous monitoring.
Collectively, these steps would allow Monaco to convert
existing constraints into strategic advantage, further
consolidating its influence and visibility in the EU while
exemplifying best practices in microstate diplomacy.

Summary

Despite its minuscule territory, Monaco has historically
exploited its niche position to exercise autonomy in
diplomacy, finance, and culture. Through a deliberate policy of
neutrality, the principality carefully avoided entanglement in
European conflicts, thereby maintaining continuity and
security over successive centuries. Economic specialization
further amplified its leverage: the early adoption of luxury
commerce, maritime services, and later banking secrecy
allowed Monaco to offset the limitations imposed by its small
physical footprint. In parallel, the principality projected
influence through soft power diplomacy, cultivating cultural
patronage, hosting international conferences, and organizing
high-profile sporting events, effectively magnifying its
geopolitical footprint far beyond its territorial constraints.

In contemporary terms, Monaco functions as a strategic node
in the Mediterranean corner between France and Italy. Its
finance, tourism, and real estate sectors operate as economic
gateways, connecting French, Italian, and broader European
markets. The principality has also emerged as a cultural and
scientific hub, hosting international forums on marine
conservation, climate change, and security, positioning itself
as a convenor within both regional and global networks. While
Monaco’s territorial waters remain small, it actively engages
in Mediterranean maritime and environmental policy,

frequently acting as a policy laboratory for conservation
initiatives. Combined with its longstanding neutrality and
strong ties to France, alongside informal links to Italy,
Monaco wields diplomatic leverage that enables it to
mediate and convene dialogues on regional issues without
posing a military or political threat.

5. Strategic Challenges of Monaco

The Principality of Monaco occupies a distinctive position
in Europe as a sovereign microstate with deep historical
ties to France, a global reputation as a luxury hub, and a
highly specialized economy. Despite its prosperity,
Monaco faces a series of strategic challenges that threaten
its long-term sustainability. These challenges include fiscal
stability, economic diversification, environmental
constraints, and the need to maintain international
credibility in financial regulation. Cooperation with the
European Union, particularly through the ongoing
Association Agreement negotiations, provides a potential
framework for addressing these issues. Closer integration
with the EU could serve as both a stabilizing and
transformative force (European External Action Service,
2023).

Monaco’s fiscal model is heavily dependent on revenues
from real estate, tourism, and luxury services. While these
sectors have historically generated significant income,
they are highly sensitive to global economic fluctuations.
Large-scale infrastructure projects, such as the
redevelopment of the Princess Grace Hospital and the
modernization of the Fontvieille Commercial Centre, place
additional strain on public finances (Government of
Monaco, 2024). Ensuring fiscal sustainability requires not
only prudent budgeting but also diversification of revenue
streams. The principality’s reliance on a narrow set of
industries exposes it to systemic risks. Real estate, in
particular, has reached saturation due to limited territorial
expansion, while tourism, though robust, is vulnerable to
global crises such as pandemics or geopolitical instability.
To mitigate these risks, Monaco must expand into sectors
such as digital innovation, sustainable finance, and green
technologies. These industries align with global trends and
could enhance Monaco’s competitiveness (International
Monetary Fund, 2023).

Geographic limitations—just over two square kilometers
of territory—create acute challenges in urban planning
and environmental sustainability. Climate change, rising
sea levels, and ecological pressures demand innovative
solutions. Projects such as land reclamation in the Portier
Cove area demonstrate Monaco’s ambition, but they also
raise questions about ecological impact and long-term
viability (Monaco Sustainable Development Office, 2022).
Sustainable development is therefore both a necessity and
areputational imperative. As a financial hub, Monaco must
also maintain compliance with international regulatory
frameworks. The Financial Action Task Force has placed
Monaco under scrutiny, requiring enhanced measures
against money laundering and financial crime (Financial
Action Task Force, 2022). Failure to meet these standards
could undermine Monaco’s attractiveness to investors and
damage its global reputation. International credibility is
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thus a strategic priority. At the same time, the high cost of
living in Monaco creates challenges for social inclusivity.
While the principality attracts wealthy residents, it must also
ensure that workers and middle-income residents can sustain
livelihoods. Balancing exclusivity with inclusivity is essential
for long-term social stability (OECD, 2021).

Monaco is not a member of the European Union but maintains
close ties through France and customs arrangements. The
ongoing Association Agreement negotiations aim to integrate
Monaco more closely into the EU’s internal market. This
agreement would provide access to EU programs, harmonize
regulatory frameworks, and enhance economic resilience
(European Commission, 2023). Monaco already applies EU
customs and VAT rules via France, ensuring smooth trade
flows, and formalizing this arrangement under the Association
Agreement would strengthen legal certainty. Integration into
the EU internal market would allow Monaco to diversify its
economy by participating in digital, financial, and innovation
sectors. Harmonizing financial and environmental regulations
with EU standards would enhance Monaco’s credibility and
resilience. Monaco is de facto part of the Schengen area
through France, facilitating mobility and tourism, and formal
recognition would reinforce this status. A permanent mission
in Brussels enables Monaco to negotiate directly with EU
institutions, ensuring its interests are represented (Mission of
Monaco to the EU, 2023).

Closer cooperation with the EU entails significant trade-offs.
Sovereignty in fiscal and regulatory matters may be
constrained, limiting Monaco’s ability to pursue independent
policies. Economic exposure to EU-wide downturns could
increase vulnerability. Moreover, negotiations have faced
delays, reflecting the complexity of balancing sovereignty with
integration. Nevertheless, the potential benefits—economic
diversification, regulatory credibility, and environmental
cooperation—outweigh the risks. Monaco’s strategic
challenges are multifaceted, encompassing fiscal, economic,
environmental, and social dimensions. Cooperation with the
EU, particularly through the Association Agreement, offers a
pathway to address these challenges while enhancing
resilience and credibility. The principality must carefully
balance sovereignty with integration, but the pursuit of closer
ties with the EU represents a pragmatic strategy for securing
long-term stability and prosperity.

Figure

6. Monacos Trade Profile

Monaco, a microstate characterized by a high-income,
service-oriented economy, exhibits a foreign trade profile
that is both specialized and highly dependent on a limited
set of external partners. Its economic model combines
luxury consumption, financial intermediation, tourism,
and real estate activity, which together shape the patterns
of imports, exports, and foreign direct investment (FDI).
Over the period 2019-2024, Monaco’s trade has
consistently reflected a structural imbalance: imports
surpass exports by a significant margin, leading to a
persistent trade deficit. This divergence underscores the
country’s dependence on external goods and services to
sustain domestic consumption and investment, while
exports remain limited in both volume and diversity.
Monaco exhibits a persistent trade deficit, with imports
consistently exceeding exports and the gap widening over
time, particularly after 2022. This pattern reflects the
principality’s high-value consumption and its limited
capacity for domestic goods production. The coverage
ratio remains below fifty percent throughout the period,
underscoring the economy’s heavy reliance on external
revenue sources beyond goods exports, including services,
tourism, and financial flows. The COVID-19 pandemic had
a notable impact on trade in 2020, with both imports and
exports declining; however, exports rebounded more
rapidly in 2021, temporarily stabilizing the coverage ratio.
From 2022 onward, imports accelerated while exports
grew only modestly, contributing to a downward trend in
the coverage ratio and emphasizing the structural nature
of the trade imbalance. These dynamics suggest that
Monaco’s economic resilience depends on sustaining high-
value service exports, strengthening trade relations with
European and selected global partners, and directing
foreign direct investment toward sectors that complement
domestic capabilities rather than simply inflating imports.
The chart can be directly integrated into academic or
policy analyses to illustrate both the structural
characteristics of Monaco’s trade and the associated
strategic needs, linking observed trade flows with targeted
recommendations for market diversification and the
optimization of foreign investment.

Monaco Trade Evolution and Coverage Ratio (2019-2024)
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The data also highlights the impact of the COVID-19 pandemic,
during which both imports and exports declined in 2020.
Exports rebounded more rapidly in 2021, temporarily
stabilizing the coverage ratio. From 2022 onward, imports
accelerated while exports increased only modestly,
contributing to a downward trend in the coverage ratio and
emphasizing the structural nature of the trade imbalance.
These patterns suggest that Monaco’s economic resilience
depends on sustaining high-value service exports,
strengthening trade relations with European and select global
partners, and channeling foreign direct investment into
sectors that complement domestic capabilities rather than
simply fueling consumption-driven imports.

This chart serves as a useful analytical tool for academic or
policy reporting, clearly illustrating the structural
characteristics of Monaco’s trade and the associated strategic
imperatives. It provides a foundation for linking trade flows
with targeted policy recommendations aimed at market
diversification and the optimization of FDI to reinforce long-
term economic sustainability.

The composition of Monaco’s main trade partners
demonstrates a pronounced European orientation. Italy,
France, Germany, Switzerland, and the United Kingdom
collectively account for the majority of imports and exports,
reflecting geographic proximity, historical economic ties, and
the integration of Monaco into regional supply chains. Non-
European partners, such as the United States and China, play
a secondary but increasingly relevant role, particularly in
high-value sectors and luxury goods. Imports are dominated
by Italy (221%) and the United Kingdom (x14%),
encompassing automobiles, construction materials,
electronics, and consumer goods, whereas exports are more
diversified, with Switzerland (*18%) and Italy (16%) as the
primary destinations, often in the form of re-exports or
specialized luxury products.

Monaco’s trade structure is closely linked with its FDI profile,
which is heavily influenced by the presence of high-net-worth
individuals and international corporations seeking fiscal
advantages, market access, and investment security.
European investors dominate inflows, but North American
and select Asia-Pacific investors also contribute, particularly
to the real estate, financial services, and luxury sectors. FDI is
not merely a source of capital but also a channel for knowledge
transfer and sectoral development, reinforcing Monaco’s
strategic economic positioning.

Analysis of the trade evolution (2019-2024) reveals several
structural patterns. Imports have steadily grown, while
exports have increased more moderately, resulting in a
declining coverage ratio (exports + imports), which remains
below 50%. This trend reflects Monaco’s reliance on services,
tourism, and financial intermediation to offset the structural
goods trade deficit. The trade profile also highlights the
concentration risk associated with dependence on a narrow
set of European partners, suggesting a strategic need for
diversification of both export markets and investment
sources.

From a policy perspective, Monaco’s economic strategy should
focus on: (i) strengthening and diversifying trading and FDI
relationships beyond traditional European partners to include
targeted high-value global markets; (ii) leveraging its luxury,
knowledge-based, and service sectors to increase export value

and re-export potential; (iii) channeling FDI into sectors
that reinforce domestic capabilities rather than merely
inflating real estate or consumption-driven investment;
and (iv) integrating trade and investment policies with
broader economic governance to ensure resilience against
structural trade imbalances.

This includes actively diversifying trading and foreign
direct investment (FDI) relationships beyond traditional
European partners to incorporate high-value global
markets such as the United States, Japan, Singapore, and
the Gulf Cooperation Council states. Strategic engagement
with these markets should focus on sectors where Monaco
holds competitive advantages, including luxury goods,
high-end financial services, sustainable and green
technologies, and digital innovation, thereby reducing
reliance on a limited set of European partners and
mitigating concentration risks.

Monaco should leverage its luxury, knowledge-based, and
service-oriented sectors to maximize both export value
and re-export potential. Concrete measures could involve
supporting fintech and blockchain platforms that provide
cross-border financial services, fostering niche luxury
brands with global distribution channels, and developing
integrated tourism offerings tied to signature events such
as the Monaco Grand Prix, cultural festivals, and maritime
competitions. Such initiatives would not only enhance the
value of exported services and products but also
strengthen Monaco’s international brand as a hub for high-
quality, specialized offerings.

Foreign direct investment should be channeled
strategically into sectors that reinforce domestic
capabilities rather than inflating real estate or

consumption-driven demand. Priority areas could include
biotechnology and health sciences, advanced maritime
and cybersecurity technologies, creative industries in
digital content and design, and green energy solutions.
Targeted FDI in these sectors can enhance technological
transfer, create high-value employment, and generate
sustainable growth, while simultaneously increasing the
potential for domestic exports and innovation-led re-

exports.
Finally, trade and investment policies must be fully
integrated  with broader economic governance

frameworks to ensure resilience against structural trade
imbalances. This entails coordinating fiscal incentives
with sectoral development strategies, establishing
strategic supply chains for critical inputs, negotiating
bilateral and multilateral trade agreements to secure
stable market access, and aligning investment screening
with national strategic priorities. By combining targeted
market diversification, the cultivation of high-value
sectors, selective and capability-enhancing FDI, and
coherent governance coordination, Monaco can address
its persistent trade deficit, strengthen economic resilience,
and consolidate its position as a competitive, innovation-
driven microstate in the global economy.

In summary, Monaco’s foreign trade reflects a specialized,
service-centric, and high-value economy, characterized by
a limited set of dominant partners, a persistent trade
deficit, and strong reliance on FDI. Its strategic priorities
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center on diversification, sectoral upgrading, and leveraging
external investment to sustain long-term economic stability
and competitiveness.

7.1. MC TRADING POWER

Monaco’s ability to increase its trading and financial power is
constrained by scale but amplified by position. Its geopolitical
station—wedged between France and Italy, embedded in the
EU economic space without being an EU member, and globally
associated with stability, discretion, and high-end services—
allows it to act not as a conventional trading state but as a
precision financial and commercial hub.

The first lever is to deepen its role as a trusted intermediary
rather than a volume trader. Monaco can position itself as a
gateway for capital, family offices, and niche enterprises
operating between the EU, the Mediterranean, and selected
global markets. Its value lies in offering legal certainty, rapid
decision-making, and regulatory agility within a European-
compatible framework. By further aligning its financial
regulation with EU standards while retaining procedural
flexibility, Monaco can attract capital that seeks both
compliance and efficiency, particularly in wealth
management, maritime finance, and structured investment

vehicles linked to infrastructure, energy transition, and
blue economy projects in the Mediterranean and Africa.
Second, Monaco can leverage its maritime identity to
become a financial and trading node for the high-value
maritime economy. This includes yacht and ship financing,
maritime insurance, arbitration, and carbon-accounting
services related to shipping decarbonisation. Given its
proximity to major Mediterranean ports and shipping
lanes, Monaco can host transaction platforms and legal-
financial services that support trade without physically
handling goods. In this sense, it trades in contracts, risk,
and governance rather than containers.

Third, Monaco’s geopolitical neutrality and soft-power
capital allow it to function as a convening platform.By
institutionalising high-level economic diplomacy—
through themed summits, regulatory dialogues, and
investment forums—it can shape norms in areas such as
sustainable finance, ocean governance, and luxury-
industry standards. Influence here translates into trading
power indirectly, by setting rules, benchmarks, and
certification regimes that global actors adopt. This is
particularly potent in finance, where credibility and
standard-setting often matter more than market size.

Source: https://www.montecarlosbm.com/en/inspiration/best-luxury-yachts

Fourth, the principality can strengthen its financial power by
specialising in future-facing asset classes. Monaco is well
placed to become a centre for green and blue finance,
biodiversity credits, and climate adaptation funding,
especially for coastal and island states. Its geopolitical position
outside great-power rivalries but within Western legal
traditions makes it an attractive host for multilateral funds,
blended-finance vehicles, and philanthropic capital seeking
operational neutrality.

Finally, Monaco can amplify its reach through strategic
partnerships rather than sovereignty-based expansion. By
embedding itself in networks with Switzerland, Luxembourg,
Singapore, and selected Gulf financial centres, it can operate
as part of a distributed financial ecosystem. Its geopolitical
station then becomes that of a relay node: small, stable, highly
trusted, and globally connected. In such a model, Monaco’s
trading and financial power grows not by scale, but by
indispensability.

7.2. The 15-Minute City

The 15-minute city is an urban conception most closely
associated with Carlos Moreno, who articulated it in the
late 2010s as a response to the spatial, social and
environmental dysfunctions of contemporary
metropolitan life. At its core, the concept proposes that all
essential daily needs—Iliving, working, supplying, caring,
learning and enjoying—should be accessible within a 15-
minute walk or bicycle ride from one’s home. Rather than
a technical planning model, Moreno framed it as a human-
centred urban philosophy, prioritising proximity, time
sovereignty and quality of life over speed, distance and
car-based efficiency.

The intellectual roots of the concept lie in earlier traditions
of urban thought. Moreno explicitly builds on Jane Jacobs’
mixed-use neighbourhoods, Henri Lefebvre’s right to the
city, and New Urbanism’s walkable urban form, while
integrating contemporary concerns such as climate
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change, digitalisation and work-life balance. What
distinguishes the 15-minute city from earlier proximity-based
ideas is its temporal framing: time becomes the key metric of
urban justice. Access is not measured in kilometres or
infrastructure capacity, but in time spent living rather than
commuting.

Moreno formalised the model around six core urban
functions—habiter (living), travailler (working),
s’approvisionner (supplying), se soigner (caring), apprendre
(learning) and s’épanouir (enjoying)—which should coexist at
the neighbourhood scale. Crucially, the model does not imply
self-sufficient or inward-looking districts. Instead, it promotes
polycentric  cities, composed of many complete
neighbourhoods connected by efficient public transport,
where long-distance travel becomes a choice rather than a
necessity.

The evolution of the concept accelerated after 2020, when the
COVID-19 pandemic exposed the fragility of hyper-centralised
urban systems and long daily commutes. Lockdowns
highlighted the social value of local services, green spaces and
neighbourhood solidarity, transforming the 15-minute city
from an academic proposal into a policy-relevant framework.
Cities such as Paris, Milan, Barcelona and Melbourne adopted
it as a guiding principle, adapting it to local institutional and
spatial contexts. In Paris, where Moreno served as scientific
advisor, the concept was operationalised through school-
centred neighbourhoods, reallocation of street space, cycling
infrastructure and the decentralisation of cultural and social
services.

In application, the 15-minute city is not a rigid blueprint but a
strategic lens for urban transformation. It is implemented
through incremental measures: mixed-use zoning, reuse of
ground floors, pedestrianisation, cycling networks, local
service incentives, and the redistribution of public facilities.
Importantly, Moreno has consistently stressed that the model
must be inclusive and socially corrective, avoiding
gentrification and service exclusivity. Proximity must benefit
all residents, not only affluent districts.

Under Moreno’s conception, the 15-minute city is therefore
less about shrinking cities than about rebalancing them—
from mobility to accessibility, from zoning to diversity, and
from abstract efficiency to lived experience. Its enduring
relevance lies in its capacity to reconcile ecological transition,
social cohesion and urban attractiveness within a single,
intelligible framework centred on everyday life.

Which Quartier(s) Should Lead the 15-Minute City
Transformation

Monaco is small but diverse in its urban form. Two quartiers
stand out as early priority zones:

Monte-Carlo - Condamine

Why first?
e Highest mixed land use: residential, commercial, offices,
services.

e  Existing transport hubs (bus, train).
e High foot traffic and strong potential for modal shift.
e Diverse socio-economic population.

Key attributes that favor 15-Minute City principles:

e Many daily needs already physically present (markets,
shops, cafes).

e Short distances between housing and amenities.

e Opportunity to strengthen walking and cycling
infrastructure along Rue Grimaldji, Place d’Armes, and
toward the port.

La Rousse — Saint Roman & Larvotto

Why second?
e Growing residential zone with families and aging
population.

e Limited local access to services despite proximity to
sea and parkland.

e Scope to add “neighborhood anchors” — clinics,
grocery, schools.

Opportunities:

e Expand local services near Avenue Princesse Grace.

e Reinforce beach-to-home active routes.

e Create micro-centers around Eglise Sainte-Dévote and
Scavuzzo Gardens.

2. What a 15-Minute City Looks Like in Monaco

A 15-Minute City is a place where daily needs are within a
15-minute walk or bike ride — including:

e Housing

Workplaces & co-working

Shops & groceries

Schools & daycare

Healthcare & Nurture

Green spaces

Gym & community facilities

Dating Café - Jumblatt & Gemaayel

3. How to Implement It — Step-by-Step
Step 1 — Mapping Existing Functions and Spatial Gaps

The first step consists of producing a detailed spatial
diagnosis of Monaco’s urban fabric in order to understand
how daily functions are currently distributed. This
mapping exercise should capture residential densities, the
location of essential services such as clinics, pharmacies,
and schools, the distribution of retail and food markets,
access to public transport nodes, and the availability of
green or recreational spaces. The objective is not merely
descriptive but analytical: to identify areas of functional
over-concentration alongside neighbourhoods where
essential services are insufficient or absent. This evidence
base provides the foundation for targeted interventions
rather than uniform, one-size-fits-all solutions.

Step 2 — Redesigning Street Networks for People

Street design must shift decisively from a car-oriented
logic toward a people-centred network that prioritises
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everyday mobility. Key pedestrian corridors, particularly
between Place d’Armes and Port Hercule and between Monte-
Carlo and Larvotto, should be redesigned with wider
sidewalks and improved crossings to support continuous
walking flows. Streets adjacent to schools, health facilities, and
local services should adopt pedestrian-priority principles,
reducing vehicle dominance and improving safety. In selected
areas, shared-street typologies can be introduced, where cars
are permitted but must yield to pedestrians and cyclists,
reinforcing social use of the public realm.

Step 3 — Expanding Cycling and Micro-Mobility

Cycling and micro-mobility should be positioned as practical,
everyday transport options rather than leisure activities. This
requires the creation of protected cycling routes linking key
urban nodes, notably between Monte-Carlo and La
Condamine, La Condamine and La Rousse, and the port areas
with Larvotto. These corridors should be continuous, legible,
and physically separated from traffic where possible.
Complementing this infrastructure, bike-sharing and e-
scooter hubs should be concentrated near public transport
stations and major activity nodes, allowing seamless
transitions between modes and reinforcing short-distance,
low-carbon travel.

Step 4 — Integrating Public Transport Seamlessly

Public transport remains essential in a dense and
topographically complex city such as Monaco. Improving
service frequency on short, high-demand routes can
significantly reduce reliance on private vehicles for daily trips.
Wayfinding around the Monaco-Monte-Carlo train station
should be enhanced to improve connectivity between rail, bus,
walking, and micro-mobility. An integrated fare and access
system would further encourage multimodal journeys,
allowing buses, shared bikes, and scooters to function as a
single, coherent mobility ecosystem rather than fragmented
alternatives.

Step 5 — Localising Essential Services

The success of a 15-minute city depends on the proximity of
everyday services to residential areas. In Monte-Carlo and La
Condamine, incentives should encourage grocery
cooperatives, pharmacies, and small clinics to locate near
housing clusters, reducing the need for cross-city travel.

Community centres offering childcare, senior services, and
cultural programming can further strengthen
neighbourhood cohesion. In La Rousse, where residential
pockets are more dispersed, the introduction of local
clinics, convenience retail, and child-friendly services
would correct functional imbalances and enhance daily
accessibility for families.

Step 6 — Adjusting Zoning for Mixed Use

Zoning frameworks should be refined to allow greater
functional mix while respecting Monaco’s urban character
and quality standards. This includes supporting housing
above ground-floor services, enabling co-working and
creative spaces in underused commercial buildings, and
designing flexible ground floors capable of hosting pop-up
services, local retail, or community uses. Such adaptability
increases resilience, allowing neighbourhoods to evolve
with demographic and economic change without large-
scale redevelopment.

Strategic Rationale for Monaco

This approach maximises the value of Monaco’s limited
territory by strengthening functional completeness rather
than physical expansion. While Monaco already exhibits
the density associated with compact cities, services are not
always evenly distributed; the 15-minute city framework
addresses this imbalance directly. Enhanced walkability
improves quality of life by shortening daily trips, reducing
congestion, and benefiting aging residents and families in
particular. The strategy also aligns closely with Monaco’s
environmental objectives by reducing emissions from
short motorised journeys, encouraging active mobility,
and improving air quality and public health. In
combination, these measures transform spatial efficiency
into social, environmental, and economic advantage,
reinforcing Monaco’s position as a high-performing,
human-centred microstate.

D. Strengthens Social Cohesion

By localizing access to services and shared spaces,
residents of different ages and backgrounds interact more
regularly, reinforcing community identity in a dense, high-
value environment.

Important Considerations for Monaco
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Challenge Response
Limited space for adding new Use adaptive reuse and zoning
. changes rather than new
functions .
construction
High property values Provide incentives for affordable

services and community uses

Tourism vs. residential needs

Tailor 15-Minute City nodes to
serve locals first (balanced with
visitor use)

Topography

Prioritize benches,
elevators/escalators, and shade in
steeper areas

Summary: A Monaco-Specific 15-Minute City Rollout

1. PilotZones
o Monte-Carlo / Condamine — high density, mixed uses.
o LaRousse — growing residential needs.

2. Core Actions

o Improve walkability.

o Expand cycling & micro-mobility.
o Distribute local services equitably.
o Enhance transit integration.

3. Outcomes

o Faster access to daily needs.
o More vibrant, resilient neighborhoods.
o Enhanced sustainability and quality of life.

This would have to be managed out of the directorate for
prospective urbanism and mobility of the local government
concentrated sine 2025 in Espace Honoré II.

7.3 Making Monaco more friendly to Children and
Teenagers

Monaco need to widen the space where children do not need
to perform. You don’t need to have stayed for a long time in
Monaco to understand that this a problem, something their
royal highnesses are aware of. Small differences can have a
huge impact, the nudging school teaches us. Children raised in
very formal, highly controlled environments often appear stiff
because composure is rewarded. This seriousness is adaptive
and not, by itself, a sign of emotional problems. Public settings
rarely show a child’s real emotional life. What these children
need most is private, unsupervised-feeling play with no
performance expectations. Messy, imaginative play helps
release tension and restore spontaneity. Animals are
especially helpful because they invite warmth and play
without judgment. Physical activity that allows loss of
elegance—running, climbing, rough play—is emotionally
freeing. One relaxed, imperfect adult can give children
permission to loosen up. Time with peers as equals, away from
hierarchy and cameras, is essential. The goal is not to make
them “look happier,” but to give them safe spaces where they
don’t have to perform.

Children’s play is a critical component of healthy cognitive,
emotional, and social development, yet it is often constrained
in dense urban environments (Gill, 2021). Research shows
that cities frequently prioritize order, safety, and efficiency
over children’s need for spontaneous, self-directed play (Gill,
2007). Urban design has historically confined play to

designated playgrounds, limiting children’s freedom to
explore public space more broadly (Winder, 2015).

Play, learning and movement can also be embodied in
school architecture that is not just for branding off
billionaire futistes. Henning Larsen Architects (with GPP
Architects) designed Frederiksbjerg School in Aarhus,
Denmark with movement, play and learning integrated
into the very fabric of the architecture—not as ornament,
but as a core spatial strategy. Learning through motion:

Spaces are arranged to support both structured learning
and physical engagement. There are zones for
presentations and group work interwoven with active
areas so that motion becomes part of cognitive activity.
Light, scale and sensory design: Variation in daylight and
materials helps shape different atmospheres—supporting
focus in quieter zones and energy in the more active areas.
Indoor-outdoor integration: Outdoor terraces on multiple
floors function as both learning spaces and playgrounds,
encouraging seamless transitions between interior and
exterior activity. Community embeddedness: After school
hours, many of the school’s facilities are open to the
neighborhood, blurring the line between school as
embodied learning environment and public urban life.
Rather than a “branded gesture,” Frederiksbjerg School
shows how architecture can respond to real pedagogical
goals, giving movement and play spatial priority by:
(1)Turning circulation spaces into activity and learning
zones (2) Designing light, material, and scale relationships
to support both focus and free play (3) Merging school
functions with civic life, making the building part of daily
community rhythms. So rather than “starchitect”
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superficiality, this project exemplifies how embodied learning
can be spatially structured—a strategy that could be
referenced when advocating for more democratic,
educationally grounded school design. After all, it cannot be
left to Caroline alone to uphold the fiction of Monte Carlo
adumbrating a cultivated attitude to architecture.

Scholars argue that play should be understood as an activity
that can occur throughout the city, not only in crnernuansHo
designed areas (Bishop & Corkery, 2017). Access to diverse
public spaces supports children’s sense of agency and
belonging in urban life (Hart, 1979). Studies in children’s
geographies emphasize that play helps children learn how to
navigate social rules, risk, and cooperation (Skelton &
Valentine, 2004). When cities restrict informal play, children
may appear more controlled, reserved, or adult-like in public
settings (Gill, 2021). Free play in urban contexts has been
linked to resilience, creativity, and emotional regulation
(Lorenzo, 2022). Public parks and shared spaces can function
as democratic environments where children encounter
difference and negotiate social relationships (Meier, 2023).
However, unequal access to safe and welcoming spaces means
that not all urban children benefit equally from these
opportunities (UNICEF, 2012). Research highlights the
importance of everyday, nearby spaces—streets, courtyards,
and small green areas—for frequent play (Bishop & Corkery,
2017).

Overly risk-averse planning can unintentionally suppress
children’s confidence and independence (Gill, 2007). Allowing
manageable risk in play supports learning, judgment, and
emotional growth (Gill, 2007). Including children’s
perspectives in urban planning leads to environments that
better reflect their real needs and experiences (Hart, 1979).
Overall, the literature agrees that child-friendly cities are not
defined by playgrounds alone, but by how freely children can
move, play, and feel at ease in everyday urban space (Gill,
2021).

Making Monaco more friendly to youngsters and teenagers
requires a coherent approach that combines space,
autonomy, participation, culture and play, adapted to the
specific conditions of a dense, high-value microstate. The
objective is not to “youthify” Monaco, but to ensure that
growing up there offers freedom, social life and self-
development alongside safety and excellence.

A first pillar is the creation of visible, informal youth space in
everyday neighbourhood life. Teenagers need places where
they can gather, linger and express themselves without
constant supervision or the obligation to consume. Quartiers
such as La Condamine and Fontvieille are particularly well
suited for this, as squares, waterfront edges and underused
terraces can be subtly reprogrammed with seating, shade, Wi-
Fi, good lighting and flexible urban furniture. These spaces
should remain mixed and open, avoiding the stigma of labelled
“youth zones” and instead normalising young people as
legitimate users of public space.

Closely linked to this is a deliberate strategy for play,

understood broadly as a lifelong developmental function
rather than a childhood activity alone. Monaco can move
beyond fenced playgrounds by embracing playable public
space: streets and plazas that invite climbing, skating,
running, balancing and informal games through their
design. Interactive elements such as water features,
textured surfaces, ramps, bouldering walls integrated into
retaining structures, or playful lighting allow children and
teenagers to explore and test themselves within the city.
For adolescents, hybrid play-sport-social spaces—urban
courts, skateable plazas and parkour-friendly
landscapes—provide a crucial middle ground between
playgrounds and formal sports facilities.

A second pillar is cultural and creative expression. Young
people need spaces not only to move but also to create.
Small rehearsal rooms, digital studios, podcast and video
labs, and temporary exhibition or performance spaces can
be integrated into public buildings and ground floors.
Partnerships with institutions such as the Grimaldi Forum,
Ballets de Monte-Carlo and cultural associations can
connect teenagers to professional environments, turning
culture from a spectacle they attend into a practice they
inhabit. Digital and game-based creativity—coding,
immersive media, e-sports—should be recognised as
contemporary forms of play and expression,
complementing physical activity.

Mobility autonomy is another decisive factor. Although
Monaco is compact, young people’s movement is often
tightly managed. Continuous, safe walking and cycling
routes linking schools, sports facilities, beaches and
neighbourhood centres would allow teenagers to navigate
the city independently. Given Monaco’s topography,
elevators, ramps, shade and resting points are essential. A
youth-oriented mobility pass integrating buses, bikes and
micro-mobility would reinforce freedom of movement
without increasing car dependence.

Equally important is participation and responsibility.
Establishing a Youth Council with genuine consultative
influence over public space design, events and digital
services would signal trust in younger generations.
Involving teenagers directly in the co-design of parks, play
spaces or festivals strengthens civic identity and counters
the feeling that public life is reserved for adults.
Participation should be practical and visible, producing
tangible changes in the urban environment.

Finally, Monaco must support the transition from
education to everyday life while safeguarding wellbeing.
Local internships, apprenticeships and part-time
opportunities in culture, environment, maritime activities,
hospitality and digital services can anchor young people’s
futures in the Principality. At the same time, discreet
access to counselling and mental-health support should be
normalised within schools and neighbourhood facilities,
acknowledging the pressures of growing up in a high-
performance, high-visibility society.
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Monaco - Population Distribution by Age Cohort (Approx.)

Percent of population (%)

0-17 18-34

Taken together, these measures reposition Monaco as a city
that recognises youth as full urban citizens. By redistributing
space, enabling play, granting mobility and offering voice,
Monaco can ensure that childhood and adolescence in the
Principality are not only safe and prestigious, but also free,
playful, creative and formative—laying the foundations for
long-term attachment and social cohesion.

This has to be compared to the overall demographic
composition of Monaco and the numbers of all-year round
citizens, That roughly one third of Monaco’s population is
under 35 reflects selective inward migration rather than
natural demographic renewal. The Principality attracts young,
highly mobile professionals working in finance, luxury
services, construction, sport, and hospitality. This cohort is
predominantly foreign and economically active, supporting
growth without long-term welfare burdens. At the same time,
high housing costs and limited family infrastructure constrain
long-term settlement. Demographic reproduction is therefore
externalised to neighbouring regions. Monaco functions as an
open, curated demographic system rather than a closed
national population. This supports growth without long-term
welfare burdens but strains housing and family formation.
Monaco thus functions as a curated city-state, importing youth
while  externalising demographic reproduction to
neighbouring regions.

Viewed comparatively, Monaco’s demographic and mobility
profile places it among a small group of highly open,
economically selective microstates, but with distinctive
governance implications due to its extreme scale.

Like Luxembourg and Singapore, Monaco sustains a relatively
young resident base not through endogenous demographic
renewal but through continuous inflows of foreign labour and
talent. However, unlike Singapore—which internalises most
labour flows within a large city-state—and Luxembourg—
which compensates scale through deep EU integration,
Monaco externalises a substantial share of its demographic
and social reproduction to neighbouring France and Italy.
Daily through-pass figures, driven by roughly 25,000-30,000
cross-border workers and additional visitors, likely double
the effective daytime population, creating infrastructure and
governance pressures disproportionate to the resident count.

35-49

50-64 65-79 80+

Compared to Andorra and Liechtenstein, Monaco exhibits
a far higher intensity of daily inflows and international
turnover. Andorra also relies heavily on foreign labour but
retains a stronger resident-family structure linked to
tourism and retail, while Liechtenstein combines high
cross-border commuting with a more stable native
demographic base and lower density. San Marino, by
contrast, resembles a conventional small state: limited
inflows, weaker global labour attraction, and demographic
ageing closer to surrounding Italy.

The policy implications are significant. Monaco’s model
delivers economic dynamism and fiscal efficiency, but it
generates structural dependency on external labour,
housing markets beyond its borders, and neighbouring
welfare systems. Governance must therefore prioritise
transport capacity, cross-border coordination, and
workforce retention strategies over traditional population
growth policies. Strategically, Monaco should be
understood not as a closed microstate, but as a hyper-
connected urban node, where demographic management,
infrastructure planning, and international regulatory
alignment are inseparable from its long-term economic
sustainability.

7.4. Strategic Use of The Prince’s Foundation

Prince Albert II of Monaco Foundation (PA2F) was created
in 2006 as the Principality’s principal international
instrument for environmental protection, climate action
and sustainable development. From the outset, it has been
designed not merely as a philanthropic body, but as a
strategic extension of Monaco’s soft power, aligning the
historical legitimacy of the Grimaldi dynasty with
contemporary global priorities: biodiversity, oceans, polar
regions, water security and climate resilience. The
Foundation’s credibility rests on three pillars: long-term
commitment, scientific grounding, and the Prince’s
personal engagement, which gives it diplomatic reach
disproportionate to Monaco’s size.

Conceptually, the Foundation represents a modern
reinterpretation of dynastic stewardship. Where historical
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princely authority was expressed through land control,
patronage and protection, PA2F translates this legacy into
guardianship of global commons. This continuity makes it

uniquely suited to anchor strategic initiatives in territories
historically linked to the Grimaldi family or to the court,
without appearing nostalgic or revisionist.

Source: https://www.fpa2.org/en/index

A strategic use of the Foundation in former Grimaldi-

controlled lands or

court-affiliated territories

should

therefore avoid symbolic gestures alone and instead focus on
place-based ecological and cultural regeneration. These

territories—often coastal, riverine
marginal—can be reframed as

or agriculturally

living laboratories for

sustainability, climate adaptation and heritage-compatible
development. Under PA2F auspices, they could host pilot
projects on water management, biodiversity corridors, soil

regeneration or low-impact tourism,

explicitly linking

historical land stewardship with future-oriented ecological

responsibility.
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One key approach would be to establish “Grimaldi Legacy
Landscapes”: a network of sites in former dynastic
territories where environmental restoration, scientific
research and public education converge. PA2F could
coordinate partnerships with universities, local
authorities and NGOs to turn these areas into reference
points for Mediterranean and European climate
adaptation—particularly relevant given the Foundation’s
strong focus on water, coasts and oceans. The historical
association with the Grimaldi family provides narrative
depth, while the Foundation supplies credibility and
continuity.
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Another strategic vector lies in cultural-environmental
diplomacy. In regions where the Grimaldi court once exercised
influence, PA2F-supported initiatives can reconnect
environmental action with shared history, framing
sustainability as a common heritage responsibility rather than
an external agenda. Exhibitions, residencies, youth
programmes and scientific field schools hosted in these
territories would reinforce Monaco’s image as a principality
that invests in people and ecosystems beyond its borders,
without political overreach.

Importantly, PA2F can also act as a platform for youth and
future-oriented governance in these areas. By supporting local
training, apprenticeships and youth-led environmental
projects, the Foundation helps translate dynastic legacy into
intergenerational continuity. This is particularly powerful in
regions facing depopulation or ecological stress, where
association with Monaco and the Prince’s Foundation can
attract attention, funding and talent.

Strategically, this approach serves Monaco on multiple levels.
It deepens the Foundation’s impact by grounding global
themes in concrete places. It reinforces the Grimaldi family’s
historical narrative as one of stewardship rather than
domination. And it positions Monaco as a custodian of
transition, using heritage not as a static asset but as leverage
for environmental leadership.

In sum, Prince Albert II’s Foundation is most effective when
understood as a bridge between dynastic history and
planetary responsibility. By activating former Grimaldi or
court-linked lands as sites of ecological innovation and
cultural diplomacy, Monaco can convert historical legitimacy
into contemporary strategic influence—quietly, credibly and
sustainably.

Building on the strategic role of the Prince Albert II of Monaco
Foundation, the following examples illustrate how the
Foundation can be used concretely and territorially in areas
historically, culturally or geopolitically connected to the
Grimaldi sphere, while remaining fully aligned with its
environmental and scientific mandate.

In the arriere-pays mentonnais, the Foundation could anchor
a Mediterranean Knowledge Hub focused on climate
adaptation in mountainous-coastal transition zones. This
area, historically linked to Monaco and long shaped by

1

https://www.researchgate.net/publication/380386460_Rivers_
as_Connectors_of_Culture_and_Nature
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Grimaldi-era land relations, is today exposed to drought,
forest fire risk, biodiversity loss and water stress. Under
PAZ2F auspices, the hub could combine applied research on
water management, terraced landscapes and agroecology
with training programmes for young researchers, local
officials and practitioners from across the Mediterranean.
Rather than a single institution, it would function as a
network of field sites, restored farms and learning
stations, embedding knowledge production directly in the
landscape. The strategic value lies in positioning Monaco
as a convenor of Mediterranean resilience knowledge,
rooted in nearby territory yet globally relevant.

On Cao Ferat, where historical court presence and elite
patronage intersect with exceptional marine and
terrestrial ecosystems, a Cap Ferrat Initiative could focus
on coastal and marine stewardship. Here, the Foundation
could coordinate long-term projects on marine
biodiversity monitoring, seagrass restoration, coastal
erosion and low-impact yachting practices, in partnership
with local communes, research institutes and maritime
actors. Cap Ferrat's visibility makes it an ideal site for
demonstration projects that translate high-level
environmental commitments into tangible practices.
Framed correctly, this initiative would revive the tradition
of princely coastal guardianship, reinterpreted through
science-based conservation and international outreach.

In Liguria, where Grimaldi influence historically extended
through ports, fortresses and trade networks, PA2F could
support a series of Ligurian projects centred on river-to-
sea systems and cultural landscapes.! Ligurian valleys face
acute risks from flash flooding, landslides and ecological
degradation, while their coastal zones are under intense
development pressure. Foundation-backed projects could
integrate river restoration, flood risk management,
biodiversity corridors and heritage-sensitive land use. By
working with [talian institutions and local communities,
Monaco would reinforce a cross-border environmental
commons  approach, reflecting the  historical
interconnectedness of the Ligurian coast rather than
contemporary administrative boundaries.
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Since the Princely Foundation is already working with
UNESCO?, consider adding another layer in terms of
membership in in the Blue City Alliance3 and team-up on the
EU Network of Blue School network#, empowering the Riviera,
an old volcanic landscape and tectonic landscape facing the
Ligurian Sea, to engage more forcefully to project ocean
governance well beyond their physical scale. By embedding
marine literacy, coastal science, and maritime heritage into
formal education and cross-border school networks, the
Riviera can transform geological depth and seafaring history
into forward-looking ocean stewardship. This educational
infrastructure strengthens normative alignment with EU
marine policies while cultivating a generation of coastal
ambassadors fluent in sustainability, innovation, and
maritime responsibility.

The Princess Charlene Foundation could enhance La Turbie’s

2 https://www.unesco.org/en/articles/ioc-unesco-and-prince-
albert-ii-monaco-foundation-join-forces-ocean-decade-0
3 https://oceans2050.com/blue-cities-alliance
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The ocean causes such as marine biodiversity protection,
blue carbon and seagrass restoration, microplastic
reduction, sustainable yachting and ports, and the
science-policy interface of Mediterranean climate
adaptation could benefit. Through coordinated projects,
shared data, and high-visibility events linked to the Blue
Schools network, educational action becomes reputational
capital, and local classrooms become nodes in a wider
European ocean diplomacy. In effect, the Riviera’s volcanic
past and maritime present are mobilized to shape a
networked, values-driven blue future, reinforcing
Monaco’s role as a convenor, exemplar, and amplifier of EU
ocean ambition.

community infrastructure by expanding its established

4 https://maritime-forum.ec.europa.eu/theme/ocean-
literacy-and-blue-skills/ocean-literacy/network-european-
blue-schools_en
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water-safety and swimming programmes into a broader
intergenerational framework. This might include educational
initiatives in schools and community centres, integrating
sport, life skills, and environmental stewardship, anchored in
La Turbie’s natural landscapes and heritage. A small Roman-
inspired Asclepeion, designed by a prominent architect, could
serve as a symbolic and functional wellness and educational
pavilion, connecting historical continuity with contemporary
health practices.

Incorporating access to a new grand springwater would
reinforce the site’s connection to local ecology and provide a
tangible experience of natural resources. Programmes could
include workshops, first-aid and emergency training, and
shared activities that bridge youth, families, and seniors,
fostering cohesion across the Monaco-Menton region.

The L’Epiderme could function as a multisensory aqua-
therapy and learning environment, combining indoor
instruction with outdoor therapeutic gardens and
hydrotherapy pools. Terraced seating and viewing platforms
would allow communal engagement during demonstrations,
swimming lessons, aqua therapy sessions, or cultural events.
The pavilion and pool could be linked through sustainable
circulation paths, creating a fluid network of movement that
encourages both physical activity and exploration.
Springwater features could be integrated into interactive
therapeutic installations, allowing children and adults to
engage with natural hydrology while benefiting from water-
based exercises and rehabilitation activities. There could be a
Institute for Sports Medicine and sport science, and be sold
sustainable products based omn the nature’s products
researched in cooperation with L’Oreal. Ultimately, the
initiative would fuse heritage, ecology, pedagogy, and
wellness, embedding the Foundation’s mission in a spatially

expressive, socially inclusive, and health-promoting
framework.
Think of Arch Studio5

On the French Riviera, encounters with wild animals are
increasingly rare. Traditional zoological institutions have
diminished in prominence: the once-notable zoo on Cap Ferrat
has ceased operations, and Marineland, located near Biot, now
functions largely as a diminished reflection of its American
counterpart, SeaWorld. The region’s limited engagement with
large-scale animal exhibitions underscores both a shift in local
cultural priorities and broader European trends in public
attitudes toward wildlife captivity.

A Provencal-Ligurian biogeographical garden is conceived as
a living representation of the characteristic flora and
ecological communities of the Provence (France) and Liguria
(Italy) regions, which share a Mediterranean climate but
encompass diverse coastal, hilly, and pre-Alpine
environments. Such a garden functions not only as a
conservation and educational space but also as a platform to
illustrate regional plant diversity, ecological interactions, and
traditional human uses of Mediterranean landscapes.

1. Mediterranean Shrublands (Maquis and Garrigue):
The garden would feature representative drought-tolerant
shrubs characteristic of the maquis and garrigue, including

5 http://www.archstudio.cn/en/about/company
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aromatic species such as Lavandula angustifolia
(lavender), Thymus vulgaris (thyme), Rosmarinus
officinalis (rosemary), and Salvia officinalis (sage).
Additionally, evergreen shrubs such as Cistus spp., Arbutus
unedo (strawberry tree), and Pistacia lentiscus (mastic
tree) would exemplify the structural and functional traits
of coastal and lowland shrublands.

2. Mediterranean Trees:

Dominant arboreal species would include Quercus ilex
(holm oak) and Quercus suber (cork oak), alongside pines
such as Pinus pinea (stone pine) and Pinus halepensis
(Aleppo pine). Cultivated species, notably Olea europaea
(olive), reflect the anthropogenic shaping of
Mediterranean landscapes and their cultural significance.

3. Coastal and Cliff Flora:

To simulate littoral and cliff environments, the garden
would incorporate salt- and wind-tolerant taxa, including
Juniperus phoenicea, Armeria maritima (sea thrift), and
Thymus capitatus. These species illustrate adaptation to
extreme microclimatic and edaphic conditions
characteristic of the Mediterranean coast.

4. Alpine and Subalpine Elements:

The inclusion of pre-Alpine species from Ligurian and
Provencal mountain zones, such as Gentiana spp.,
Eryngium  spp., and Saxifraga spp. provides
representation of altitudinal gradients. Small shrubs,
including Juniperus communis and Rhododendron
ferrugineum, further enrich the ecological complexity of
the garden.

5. Seasonal Wildflowers and Geophytes:

The garden would display seasonal wildflowers and bulbs,
including Cyclamen hederifolium, Anemone coronaria, and
various Narcissus spp., to illustrate temporal dynamics in
Mediterranean plant communities.

6. Hydrophilic and Wetland Species:

Where feasible, streams, ponds, or ephemeral wetlands
would be incorporated, hosting hydrophilic species such
as Typha latifolia (reedmace), Mentha aquatica (water
mint), and Ranunculus spp. (buttercups), thereby
enhancing biodiversity and ecological realism.

7.Rock Gardens and Terraces:

Rock gardens and simulated Ligurian terraces, featuring
succulents, Sedum spp., and Mediterranean bulbs, would
reproduce edaphic and microclimatic heterogeneity,
supporting niche species and associated fauna. Dry stone
wall constructions may also serve as microhabitats for
invertebrates and small vertebrates.

8. Anthropogenic and Cultural Elements:

The garden may include herb gardens reflective of
Provencal culinary traditions, small-scale vineyards of
Mediterranean grape varieties, and orchards of figs,
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pomegranates, almonds, and citrus, highlighting the
interrelation of human activity and plant diversity in the
region.

9. Ecological and Educational Features:

To promote conservation and educational objectives, native
pollinator-attracting plants and avian nesting structures
would be integrated. Microhabitats, including rock piles and
shaded grottos, would enhance ecological complexity and
demonstrate habitat heterogeneity.

In summary, a Provencgal-Ligurian biogeographical garden
provides a structured representation of Mediterranean
biodiversity, encompassing coastal, lowland, and pre-Alpine
ecosystems, while integrating cultural, ecological, and
educational functions. A successful project would combine
architecture and landscape in a dialogue with the
Mediterranean climate, indigenous flora, and human scale,
producing not just a garden, but a narrative experience of
place, memory, and ecology.

Think of architects like Desvigne®, de Moura, Zumthor.”
Across all three examples, the strategic logic is the same. The
Prince Albert Il Foundation provides scientific legitimacy,
continuity and international visibility. Former Grimaldi-linked
territories provide narrative depth, ecological relevance and
spatial grounding. Together, they form a network of place-
based initiatives that extend Monaco’s environmental
leadership beyond its borders without territorial ambition or
political friction. These initiatives would also serve as
platforms for youth engagement, scientific diplomacy and
applied innovation, reinforcing the idea that the Grimaldi
legacy is not primarily about land ownership, but about long-
term stewardship. In this way, Monaco quietly transforms
historical influence into a forward-looking geography of
responsibility, anchored in knowledge, ecology and
cooperation.

7.5 Sculpture, Square, Streetscape & Springwater
Concept and Vision

The 4S program is a multi-dimensional urban renewal
initiative that blends art, public space, mobility, and sensory
experience to make Monaco more legible, attractive, and
liveable for residents, visitors, and youth. It emphasizes
walking-scale interventions, local heritage, and
environmental integration.

e Sculpture: Integrating contemporary and historical

artworks into streets, squares, and public buildings.

5 https://micheldesvignepaysagiste.com/en/michel-desvighe-0
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e Square: Revitalizing key piazzas and small open
spaces to serve as social hubs.

e Streetscape: Enhancing pedestrian routes, micro-
mobility lanes, street furniture, lighting, and greenery.

e Springwater: Incorporating water features,
fountains, and sustainable urban water management
to create microclimatic comfort and sensory appeal.

The program frames Monaco not just as a luxury

destination, but as a living, artistic, and sustainable city,

where urban design communicates identity, ecology, and

social life simultaneously.

Key Components

A. Sculpture

Commission site-specific contemporary artworks for
major streets and squares, emphasizing Monaco’s dual
identity as cultural capital and microstate. Include
interactive, youth-focused sculptures in neighbourhoods
such as Fontvieille and La Condamine, encouraging playful
engagement. Restore or reinterpret historical statuary
connected to Grimaldi heritage for continuity between
past and present. Curate a temporary sculpture trail along
public promenades to attract visitors and foster cultural
discovery.

The redesign of Monaco’s public realm should place
particular emphasis on squares as multi-functional social
nodes that balance ceremonial functions with everyday
urban life. Key locations such as Place d’Armes can retain
their symbolic and institutional identity while being
reprogrammed to accommodate informal social uses
through carefully designed seating clusters, integrated
greenery, and adaptable zones for adolescent and youth-
oriented activities. Similarly, the pedestrian squares
around Port Hercule offer strong potential as flexible civic
platforms capable of hosting markets, performances, and
community festivals, thereby reinforcing their role as
connective spaces between residents, visitors, and the
waterfront economy.

Alongside these flagship spaces, underutilised micro-sites
across the principality can be transformed into pocket
gardens and parklets, embedding the principles of the 15-
minute city by ensuring that leisure, social interaction, and
daily amenities remain accessible within walking distance.
Seasonal programming, including music performances, art
workshops, and youth-led cultural events, would further
animate these squares throughout the year, preventing
spatial underuse outside peak tourism periods.

7 https://zumthor.bjorkan.no/
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from car dependency in favour of short-distance, low-
Streetscape interventions should complement this emission movement.

transformation by prioritising walkability, continuity, and
inclusivity across Monaco’s dense urban fabric. Widened
sidewalks, increased tree cover, and clearly articulated
walking and cycling corridors can strengthen physical
connections between residential areas, commercial centres,
schools, and recreational nodes. The introduction of modular
street furniture, smart lighting systems, and shaded seating
areas would improve comfort and usability for all age groups
while allowing flexibility over time. Streets can also be
reconceptualised as “playable” environments through low-
impact design interventions such as textured surfaces,
climbable edges, and artistic ground markings that encourage
informal play for adolescents and families without
compromising safety or traffic flow. These spatial upgrades
should be closely linked to sustainable mobility systems,
including integrated bike-sharing, e-scooters, and micro-
mobility hubs at key intersections, reinforcing a shift away

Water should function as a unifying and identity-shaping
element within Monaco’s public spaces, both
environmentally and symbolically. The reintroduction of
water features such as fountains, cascades, and reflective
pools in squares and along promenades can generate
microclimatic cooling, enhance sensory experience, and
contribute to a distinct sense of place. These installations
should rely on sustainable, closed-loop systems using
recycled rainwater, greywater filtration, and subterranean
storage for irrigation, ensuring alignment with broader
environmental objectives. By highlighting historical
springs and water routes, these interventions can also
reconnect contemporary urban design with Monaco’s
layered heritage, while interactive water installations in
youth-oriented spaces can combine play, education, and
environmental awareness.

randspublications.org/index.php/ijssll
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Source: https://ueyakato.jp/en/garden-overseas/

From an implementation perspective, a phased approach
allows for both experimentation and long-term integration.
An initial pilot phase over 12 to 18 months could focus on a
limited number of high-impact streets and squares, such as
Place d’Armes, the Fontvieille promenade, Rue Grimaldi, and
Port Hercule, where temporary sculptures, water features,
and modular furniture would test public reception and
behavioural responses. Building on successful outcomes, an
expansion phase over two to five years could extend these
interventions across all quartiers, strengthening connectivity
between squares, streets, and waterfronts while
commissioning permanent artworks that reflect Monaco’s
identity and global networks. Sustainable water systems and
integrated mobility hubs would be rolled out in parallel to
ensure coherence between aesthetic, environmental, and
transport strategies.

Community engagement is essential to the legitimacy and
long-term success of these interventions. Local schools,
cultural institutions, and youth councils should be actively
involved in design and programming processes, supported by
public workshops that allow residents to participate in the
selection of artworks, play elements, and water features.
Continuous evaluation through pedestrian flow analysis, user
surveys, and microclimate monitoring would enable adaptive
management, ensuring that design solutions balance
residents’ daily needs, tourism pressures, and ecological
sustainability.

The anticipated benefits of this integrated approach are
multidimensional. Urban aesthetic renewal would reinforce
Monaco’s image as an elegant, contemporary, and culturally
rich city, while enhanced social inclusion would transform
squares and streets into genuine intergenerational hubs.
Environmental gains would emerge through reduced urban
heat, increased comfort, and improved biodiversity linked to
greenery and water systems. Economically, revitalised public
spaces would support cultural tourism and local commerce by
creating attractive, event-ready urban environments. Finally,
the integration of historical references in sculptures,
fountains, and water routes would connect the Grimaldi legacy
with a forward-looking vision of public life, anchoring
Monaco’s urban transformation in both heritage and
innovation.

7.6.Event and Experience strategy

For a microstate like Monaco, an event and experience
economy strategy is less about competing on industrial output
and more about leveraging scarcity, prestige, and geographic
concentration to generate disproportionate economic, social,
and soft-power returns. The rationale is rooted in Monaco’s
intrinsic constraints and opportunities: it cannot mass-
produce goods or host large-scale manufacturing, but it can
monetize attention, exclusivity, and high-value interactions.
Experiences—whether cultural, sporting, or lifestyle-based—
become the core “exportable product” because they are
portable in reputation and can attract capital, tourism, and

8 https://www.mediatheque.mc/Default/accueil-portal.aspx
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talent without the physical footprint of conventional
industry. In effect, events and experiences become both
the economic engine and the instrument of global
branding.

The Médiatheque Caroline has recently opened in Monaco,
consolidating the principality’s cultural and multimedia
resources into a single, modern facility on Promenade
Honoré II. Previously dispersed services—including the
public library, children’s library, video and sound
collections, and the ludotheque—are now unified under
one roof, offering an accessible and welcoming space for
residents and visitors of all ages. The new Médiathéque
reflects Monaco’s commitment to strengthening its
cultural infrastructure and making knowledge, media, and
creative resources widely available. Beyond simply
housing collections, it serves as a vibrant hub for
community life, providing areas for study, reading, and
digital engagement alongside a rich program of
exhibitions, workshops, concerts, and talks. By
centralizing services and fostering cross-generational
interaction, it embodies a contemporary approach to
public cultural institutions, encouraging creativity, lifelong
learning, and social engagement. At the same time, the
Médiatheque Caroline aligns Monaco with broader
regional developments in the French Riviera and Europe,
reinforcing the principality’s reputation as a dynamic
center of culture and intellectual life.8 Here you can learn
about the French Huegenottes, books from Istanbul,
symphonic poetress, play chess, read about crimes , gloss
magazines and learn glass painting.

To increase cultural vibrancy and attractiveness, Monaco
can focus on three mutually reinforcing dimensions:

First, curated cultural programming. Hosting a spectrum
of events that combine international prestige with local
identity—art biennales, music festivals, contemporary
performance, and literary gatherings—creates a
continuous narrative of vibrancy. By engaging global
artists alongside emerging regional talent, Monaco
positions itself as a laboratory of creativity where
exclusivity meets experimentation. Cultural programming
should not only entertain but also signal sophistication
and innovation, creating a halo effect for investment,
tourism, and brand positioning.

Second, integration of heritage with contemporary appeal.
Monaco’s historic urban fabric, maritime setting, and
principality traditions can be leveraged to craft immersive
experiences: heritage tours with digital augmentation,
waterfront arts trails, or interactive showcases of the
principality’s scientific and maritime achievements. By
linking history, landscape, and modern creativity, Monaco
transforms its limited territory into a dense and
memorable cultural ecosystem, making every visitor
touchpoint a curated “experience cluster.”

Third, strategic partnerships and global visibility. Monaco
can co-create flagship events with world-renowned
institutions—museums, orchestras, sports federations—
and integrate digital platforms to extend reach beyond
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physical constraints. The goal is to become a node in global
cultural and lifestyle networks, where an event or
exhibition in Monaco carries outsized prestige because it is
both exclusive and internationally recognized.

Ms Tatiana Santo Domingo

Finally, to reinforce these measures, Monaco must prioritize
audience segmentation and premium accessibility.
Experiences should target high-value visitors while
maintaining public engagement to nurture local cultural
literacy. This dual approach ensures economic sustainability
while fostering a genuine, participatory cultural vibrancy.
Over time, the principality evolves into a magnet for capital,
talent, and ideas, not through scale, but through the density
and sophistication of experiences it offers.

Fare una bella passegiata hand in hand with your partner and
enjoying an icecream is not the thing in Monaco, ca va pas non.
A Larvotto paseo could extend along the entire beachfront,
linking existing public beaches, the Monte-Carlo Bay Hotel,
and the natural marine habitats, creating a continuous
pedestrian and cycling corridor. The design would integrate
native Mediterranean flora, low-maintenance dune and rock
gardens, and shaded seating areas to provide microclimates
and visual relief along the promenade. Sculptural and
interpretive pavilions, possibly by architects with sensitivity
to local light, materiality, and topography, would punctuate
the walk, offering spaces for community gatherings,
exhibitions, and educational programs on marine ecology. The
paseo could incorporate water features and springwater
elements, referencing Monaco’s historical and natural
relationship with the sea, while providing ambient cooling and
reflective spaces. Subtle elevation changes, terraces, and
ramps would allow accessibility and viewpoint variation,
framing panoramas of the Mediterranean and the Larvotto
reef. Nighttime lighting could combine soft LED illumination
and sculptural fixtures, ensuring safety without
compromising the natural ambience or coastal ecosystem. The
promenade would also integrate eco-conscious infrastructure,
such as permeable paving, rainwater collection, and native

dune restoration, demonstrating sustainability in practice.
By combining recreational, educational, and ecological
dimensions, the Larvotto paseo would transform the
shoreline into a living public landscape, fostering social
interaction, wellbeing, and environmental awareness.

The Italian Ice parlour could be strategically located near
a terraced viewpoint or public plaza, creating a natural
pause along the promenade where visitors can rest,
socialize, and enjoy views of the sea. Architecturally, it
could take inspiration from Mediterranean vernacular
forms, with timber or light-colored stone, large glazing,
and shaded outdoor seating, allowing a visual connection
with both the water and the surrounding gardens. Gelato
offerings could emphasize seasonal and local ingredients,
tying culinary experience to the region’s character.
Outdoor terraces and playful seating could encourage
informal gatherings, children’s interaction, and a vibrant
public atmosphere without obstructing circulation along
the paseo. At night, subtle lighting and retractable awnings
could make the parlour a welcoming evening destination,
complementing the sustainability and ecological
principles of the broader promenade design.

ROADMAP for Monaco’s Event and Experience
Economy strategy:

1. Flagship Cultural Anchors

Monaco’s international cultural positioning would benefit
from the creation of a limited number of high-prestige,
recurring flagship events that function as anchors of global
recognition. These events should combine exclusivity,
heritage, and contemporary relevance in order to
distinguish Monaco within an increasingly competitive
cultural landscape. An international arts biennale with a
rotating thematic focus on contemporary art, digital
media, and Mediterranean cultural dialogues could attract
leading galleries, curators, and collectors while reinforcing
Monaco’s role as a convening space between tradition and
innovation. A Monaco Music and Performing Arts Festival,
spanning classical, jazz, and avant-garde genres, would
activate heritage venues and waterfront stages, linking
artistic excellence with iconic settings. Complementing
these cultural formats, a Luxury and Innovation Summit
could merge lifestyle, design, and creative technologies,
explicitly  connecting cultural experience  with
entrepreneurial opportunity and high-end economic
activity. Together, these flagship anchors would establish
a coherent, year-round calendar of events that become
synonymous with Monaco’s international brand rather
than isolated moments of visibility.

Figure Silvester Ballet in Monte Carlo is always a
delightful event

randspublications.org/index.php/ijssll
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Source: https://monaconow.com/les-ballets-de-monte-carlo-pas-de-deux-in-monaco-2/

For instance, Monaco possesses a first-class ballet institution
that is the result of over a century of sustained investment in
cultural infrastructure and artistic excellence, developed
under the guidance of world-renowned choreographers and
maestros. The Ballets de Monte-Carlo, building on the legacy
of Diaghilev and later revitalised through long-term state
patronage, exemplifies how Monaco has strategically
leveraged cultural capital to achieve international visibility
and prestige disproportionate to its demographic size.This
long historical arc of investment illustrates a broader pattern
in Monaco’s development model: the deliberate cultivation of
elite cultural institutions not merely as amenities for
residents, but as instruments of soft power, international
branding, and cultural diplomacy.?

2. Cultural Layering of Territory

Given Monaco’s compact scale, cultural strategy should be
spatially embedded, transforming the entire territory into
an immersive cultural environment. This can be achieved
through the development of heritage and digital trails that
combine historical storytelling with augmented and
virtual reality technologies and contemporary art
installations along the port, the old town, and key urban
corridors. Public art integration should be pursued
through the commissioning of site-specific sculptures,
murals, and light installations that animate streets,
promenades, and gardens, ensuring that cultural presence
is not confined to institutional venues. In parallel, a
maritime culture hub could highlight Monaco’s deep
connections to yachting, marine science, and ocean
conservation through exhibitions, floating pavilions, and
experiential tours. The underlying principle is cultural
density, whereby every part of the principality contributes
to a continuous experience of cultural meaning, discovery,
and aesthetic engagement.

% https://www.balletsdemontecarlo.com/en
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Source: https://www.sainteagnes.fr/

Synergising Monaco and the Riviera with the arriére-pays
means mobilising the hinterland as strategic depth rather than
scenic backdrop, with gastronomy as one entry point among
several reinforcing synergies. Michelin-starred restaurants in
Monaco can act as anchors of visibility, linking to high-quality
village restaurants, producers, and training sites inland, but
this culinary axis gains strength when embedded in a broader
territorial system.

The Provencal cuisine is, in fact, far better than its modest
reputation sometimes suggests, revealing a culinary grammar
rooted in restraint, sunlight, and seasonality rather than
excess. In and around Sainte-Agnés, the Provencal village
suspended above the Mediterranean, food becomes an
extension of landscape and altitude. Olive oil replaces butter
not as an ideology but as a logic of climate, carrying thyme,
rosemary, and bay like a warm coastal wind. Tomatoes are
treated less as a sauce than as a statement, often barely
cooked, insisting on their own ripeness.

In Sainte-Agnes, mountain proximity tempers the coast: lamb,
goat cheeses, and wild herbs enter the kitchen with a
seriousness absent from postcard Provence. Dishes are simple
yet exacting—daube provengale, farcis, pissaladiére—their
success dependent on patience rather than invention. The
cuisine’s strength lies in its quiet confidence, its refusal to
impress through complication. Provengal food does not
perform; it persists. And in a village like Sainte-Agnés, it tastes
less like nostalgia and more like continuity.

Synergising Monaco and the Riviera with the arriére-pays can
be further deepened by explicitly integrating Michelin-starred
gastronomy and high-quality village restaurants into a
coherent land-sea value chain. Monaco’s concentration of
Michelin restaurants provides global visibility, while the
mountain and hill villages supply terroir, skills, and culinary
authenticity that luxury dining increasingly depends on.

At the economic and cultural level, formal partnerships
between Michelin-starred chefs in Monte-Carlo and selected
restaurants, auberges, and producers in the mountain villages
can anchor fine dining in the arriére-pays. Chef residencies,
seasonal menus, shared apprenticeships, and branded “from
hinterland to plate” narratives allow inland villages to benefit
from reputational spillovers while giving Monaco’s
gastronomy  depth, traceability, and sustainability
credentials.10

At the territorial level, curated gastronomic routes linking
coastal palaces to hilltop and mountain villages can extend
visitor flows inland, smoothing seasonality and redistributing
value. Michelin recognition—whether stars, Bib Gourmand, or
recommended listings—becomes a policy lever rather than a
passive label, aligning tourism, mobility, and rural
revitalisation strategies.

At the ecological and normative level, sourcing agreements
tied to biodiversity protection, water stewardship, and low-
impact agriculture reinforce the land-sea continuum: what is

10 https://www.montecarlosbm.com/en/inspiration/monaco-
centrepiece-mediterranean-cuisine
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preserved upstream shapes what is served by the sea. This
strengthens alignment with EU farm-to-fork, blue
economy, and cultural heritage agendas.

In this configuration, Michelin restaurants are not isolated
temples of luxury but anchors of a regional ecosystem,
while village restaurants become living custodians of
landscape, tradition, and innovation. Together, they
transform the arriére-pays into a gastronomic, ecological,
and symbolic extension of Monaco’s influence.

Beyond gourmet linkages, land-sea ecological integration
connects mountain watersheds, forests, and soils to
coastal and marine protection, reinforcing blue and green
policy objectives. Education and culture—through
schools, heritage routes, and creative residencies—turn
villages into nodes of knowledge and stewardship aligned
with EU networks. Mobility, tourism, and work patterns
can be rebalanced through curated routes, hybrid living,
and digital connectivity, extending economic activity
inland while easing coastal pressure. Governance and
branding synergies institutionalise cooperation with
regional partners, translating proximity into project
pipelines and shared narratives.

Taken together, Michelin gastronomy, village vitality,
ecological continuity, and networked governance form a
coherent Riviera-arriére-pays system, enhancing
resilience, distributing value, and amplifying Monaco’s
economic, environmental, and cultural leverage.

3.Educational Offerings

INSEEC is resting on the laurels of a century year old
gambit: to merge the ballet with fashionistas. This is the
foundations of the luxury brands shops in Monaco. Inseec
can strengthen its core course offerings by clarifying its
intellectual positioning, deepening academic coherence,
and aligning pedagogy with the realities of contemporary
political economy and management practice, while
avoiding superficial diversification.

First, INSEEC should consolidate a limited number of
flagship academic pillars around which curricula are
vertically integrated from bachelor to executive level.
Rather than offering fragmented thematic courses,
programmes should be structured around clearly defined
domains such as international political economy, strategic
management and geopolitics, sustainable finance, cultural
and luxury industries, and data-informed decision-
making. Each pillar should have a visible progression from
theory to applied analysis, allowing students to acquire
cumulative expertise rather than modular familiarity.
Second, core courses should be strengthened through
stronger theoretical grounding. Many applied
programmes risk overemphasising tools and case studies
at the expense of conceptual frameworks. Reinforcing
foundations in economics, political science, sociology of
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organisations, and international law would increase analytical
depth and distinguish graduates in competitive labour
markets. This does not imply academic abstraction, but rather
teaching students how to interpret complexity, uncertainty,
and power relations across markets and institutions.
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Source: https:7 /www.inseec.com/en /"campus /studying-in-
monaco/

Third, INSEEC could improve coherence by embedding cross-
cutting analytical skills across all core offerings. Courses
should systematically train students in policy analysis,
scenario building, risk assessment, and strategic foresight,
rather than confining these skills to electives. This would
reflect how decision-making actually occurs in corporate,
public, and international contexts, and would reinforce the
school’'s relevance to employers operating in volatile
environments.

Fourth, the school should leverage its geographic and
institutional context to anchor core courses in European and
global governance realities. Modules on EU policymaking,
regulatory diplomacy, trade regimes, and sustainability
standards could be integrated into management and finance
programmes, positioning INSEEC graduates as fluent in both
market logic and institutional constraints. This would be
particularly valuable for students aiming at careers in
consulting, public affairs, or multinational firms.

Fifth, core teaching should be strengthened through closer
integration with research and practice. Faculty-led research
clusters could inform course design, ensuring that teaching
reflects current debates rather than static knowledge. At the
same time, practitioner involvement should be structured
around analytical contribution rather than anecdotal
experience, with practitioners engaging students in problem-
framing and decision trade-offs.

Finally, INSEEC could enhance the distinctiveness of its core
offerings by developing a clear pedagogical identity. This
might include systematic use of comparative analysis,

interdisciplinary teaching teams, and capstone projects
that require students to integrate economic, political, and
ethical dimensions of real-world problems. Such an
approach would move core courses beyond skills training
toward intellectual formation, strengthening the school’s
academic credibility and long-term brand value.
Leadership is not innate. It can be taught. It is a set of skills
and mindsets that can be cultivated, refined, and taught
through strategic educational alliances, deliberate theory-
practice modules, mentorship and experience. For
instance an Agnelli Center of Leadership embedded into
INSEEC could offer a Diploma in Leadership supported by
the MC government with courses on Strategic leadership
(IESE), Management ( Kellogg School of Management )
Public Policies (LSE), Communication (Insead),
Transformational leadership (IMD) Enterpreneurship and
Innovation (Stanford), Executive Presence (Wharton) ,
Digital Transformation (MIT Sloan) , Emotional
Intelligence (Administradores), Negotiation (Harvard) &
Accounting (Bocconi).

4. Experiential Luxury and Lifestyle Offerings

Monaco’s event and experience economy reaches its full
potential where affluence intersects with exclusivity and
curation. Cultural strategy should therefore prioritize
high-quality, carefully designed experiences that translate
symbolic capital into economic value. Curated lifestyle

randspublications.org/index.php/ijssll

105



RANDSPUBLICATIONS

Page No. 71-159

experiences such as private museum evenings, bespoke
culinary journeys, fashion and design showcases, and high-
end wellness retreats can transform cultural participation into
personalized encounters. These can be further consolidated
through VIP cultural packages that combine major sporting
events, including the Grand Prix and regattas, with tailored
access to exhibitions, performances, and behind-the-scenes
cultural programs. Strategic partnerships with luxury brands
offer additional leverage, enabling the co-creation of
immersive temporary installations and pop-ups that fuse art,
technology, and high-end lifestyle. In this model, culture
becomes not only a public good but also a premium,
monetizable experience that reinforces Monaco’s economic
positioning.

5. Talent and Innovation Ecosystem

Long-term cultural vibrancy requires more than imported
prestige; it depends on the cultivation of creative capacity and
knowledge networks. Monaco should therefore invest in
artist-in-residence programs designed as short-term, high-
impact residencies that attract international creatives while
fostering meaningful interaction with local students and
communities. Cultural laboratories and incubators can
provide spaces where digital arts, immersive media, and
marine science intersect, encouraging experimentation and
the development of signature projects aligned with Monaco’s
identity. Education and outreach initiatives, developed in
partnership with regional universities, conservatories, and
research institutions, would expand the principality’s creative
workforce and embed cultural production within a broader
ecosystem of learning and innovation. This approach ensures
that events are sustained by continuous creative processes
rather than episodic spectacle.

6. Global Visibility and Digital Amplification

To overcome the spatial constraints inherent to microstates,
Monaco’s cultural strategy must be digitally extensible and
globally networked. Streaming and hybrid formats can
broadcast cultural events internationally, monetizing
viewership while building a durable global audience.
International collaborations with museums, orchestras,
festivals, and cultural institutions would enable co-produced
programming, traveling exhibitions, and shared curatorial
narratives, embedding Monaco within transnational cultural
circuits.Cultural diplomacy should further position Monaco as
a quietly commanding yet inescapably visible convenor for
Mediterranean and global dialogues on climate action, marine
conservation, and heritage preservation. Through unceasing
digital amplification and soft yet formidable power initiatives,
Monaco’s cultural influence can expand infinitely within finite
borders, magnifying its visibility, attractiveness, and strategic
relevance far beyond its physical confines. In a world where
smallness often implies insignificance, Monaco demonstrates
that modesty and prominence, restraint and resonance, can
coexist, transforming limited territory into limitless influence.

7.International Natation

Under Monaco’s event strategy, the principality should

prioritise high-profile international swimming
competitions, particularly short-course and open-water
events that combine elite athleticism with scenic visibility.
Open-water races along the Larvotto coast would leverage
Monaco’s iconic waterfront, offering spectacular imagery
for global media and social platforms, while
simultaneously reinforcing the city-state’s maritime
heritage. Short-course pool events in world-class venues
such as the Stade Nautique Rainier III would attract top-
tier swimmers, fostering prestige through association with
Olympic and World Championship standards. Key
components of the strategy include:

* Mixed-format competitions integrating elite, youth,
and masters categories to broaden audience appeal and
engage both local communities and visiting enthusiasts.
¢ Partnerships with international federations to
enhance legitimacy, secure rankings and records, and
ensure professional attention that strengthens Monaco’s
global sporting profile.

e Complementary cultural and social programming,
including gala ceremonies, youth clinics, and waterfront
activations, designed to transform competitions into
holistic experiences that deepen visitor engagement.

By prioritising

competitions
locations, elite participation, and inclusive formats,
Monaco maximises both prestige and tourism while
reinforcing its identity as a hub of Mediterranean maritime
sport dear to Princess Charlene.

with media-friendly

8. Bibliotheque Nationale Louis Notari

The Louis Notari Library, tucked away in an alley next to
the main harbour, it is supposed to be the principality’s
national library and primary repository of cultural and
scholarly heritage. Named after the renowned
Monegasque writer and linguist Louis Notari, the library
serves as a cornerstone for the preservation, promotion,
and dissemination of knowledge in Monaco, it has been
folded into the new Mediatheque fusing video, online, and
city museum into one mumble-jumble resigning to what
attracts users emulating and building on the Cao Ferat
outfit, if I am not entirely mistaken.

This raises the question how to proceed to promote the
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knowledge society and foster innovation and the knowledge
society. Under Monaco’s event strategy, it could be considered
to prioritise a Bibliothéque Nationale as a world-class hub for
learning, innovation, and cross-disciplinary exchange.
Strategically located within Monaco’s central urban fabric, the
library would combine iconic architectural presence with
functional adaptability, reinforcing the city-state’s reputation
as a center of intellectual excellence. Key components of the
strategy include:

« Architectural distinction and accessibility: A design that
blends modern innovation with references to Monaco’s
historic urban and maritime heritage would make the library
itselfalandmark, attracting visitors for both its collections and
its architectural experience. Its central location ensures
integration with public transport, pedestrian networks, and
cultural circuits, facilitating easy access for residents, scholars,
and international visitors alike.

¢ Cutting-edge knowledge infrastructure: Digital labs,
maker spaces, and immersive multimedia rooms would
support research, innovation, and creative experimentation,
enabling the library to function as a hub for both traditional
scholarship and emerging technologies.

e Innovation workshops and cross-sectoral programming:
Regularly scheduled workshops, think-tanks, and incubator-
style events would foster interdisciplinary collaboration
across science, arts, and policy domains, positioning Monaco
as a nexus for high-level knowledge exchange.

¢ Global partnerships and scholarly networks:
Collaborations with international libraries, universities, and
research centres would enhance prestige, facilitate access to
rare collections, and promote Monaco as a destination for
scholars and innovators from around the world.

e Complementary cultural activation: Exhibitions, literary
festivals, and public talks would transform the library into a
living cultural space, engaging local communities, tourists, and
visiting professionals in holistic learning experiences.

If one imagines a Bibliotheque nationale in Monaco, the
differences between Tadao Ando, Santiago Calatrava and
MVRDV become less a matter of style and more a matter of
how each would define the public meaning of knowledge in a
dense, symbolic microstate.

A Tadao Ando library in Monaco would likely withdraw from
spectacle and instead assert itself as a place of measured
silence and concentration. The building would probably be
composed of carefully proportioned concrete volumes,
anchored to the terrain and oriented toward the sea or a
protected courtyard. Light would be treated as a primary
architectural material, entering through narrow cuts,
skylights or controlled apertures that change slowly over the
day. Movement through the library would be choreographed
as a sequence of compression and release, guiding the visitor
from urban noise into increasingly quiet, introspective
reading spaces. In Monaco’s context, Ando’s project would
function as a civic counterpoint to glamour: a place where
cultural gravity is created through restraint, permanence and
contemplation rather than visibility.

A Santiago Calatrava library would instead emphasize motion,
structure and symbolic openness. The building would likely
take on an expressive, sculptural form, drawing on maritime
or anatomical metaphors that resonate with Monaco’s coastal
identity. Structural elements would be visible and

performative, turning beams, ribs and arches into spatial
drama. Circulation would be central, with ramps, bridges
and stairways forming a continuous, flowing promenade
through the building. Light would flood large interior
spaces through glass roofs or operable elements,
reinforcing a sense of transparency and aspiration. In this
interpretation, the national library becomes a civic
landmark, a monument to learning as progress and
dynamism, aligning knowledge with movement,
engineering and public display.

An MVRDV approach would reconceptualize the library
less as a single object and more as an urban landscape of
knowledge. Rather than hierarchical floors, the interior
would unfold as a series of terraces, platforms and
interconnected zones, each calibrated to different
intensities of use, noise and social interaction. Reading
rooms, exhibition areas, cafés and public forums would
interlock visually and spatially, encouraging movement
and encounter rather than isolation. Transparency and
panoramic views would connect the interior to Monaco’s
cityscape and coastline, turning the act of learning into a
visibly public activity. In this scenario, the Bibliotheque
nationale would act as social infrastructure, not only
storing knowledge but actively producing civic life by
drawing together residents, visitors and institutions.
Taken together, these three visions outline distinct futures
for a national library in Monaco. Ando would frame it as a
sanctuary of depth and reflection, Calatrava as a civic
emblem of movement and ambition, and MVRDV as an
open, layered knowledge landscape embedded in urban
life. The choice between them would ultimately reflect
how Monaco wishes to position culture: as refuge, as
symbol, or as everyday shared terrain.

The soulless nonsenses that Monaco mostly excel in must
be replaced by a coherent architectonic statement, as a
decision is made to build a Bibliotheque Nationale
Monegasques.

Imagine a Jean Nouvel-inspired building block in La
Rousse - Saint-Roman: a sculptural residential complex
where light, shadow, and color articulate each fagade,
reflecting Monaco’s Mediterranean brilliance. Each
apartment opens onto terraced gardens or loggias,
blurring the line between interior and exterior, while
textured materials—glass, steel, and warm stone—create
a subtle dialogue with neighboring rooftops. The building
integrates public pathways and micro-plazas, allowing
urban permeability without sacrificing privacy. Rooftop
and intermediate courtyards offer contemplative retreats,
and balconies frame views of the sea and principality.
Inside, spatial flexibility and high ceilings accommodate
both intimate living and social gatherings, with innovative
shading devices modulating sunlight naturally.
Sustainability is embedded: passive ventilation, rainwater
collection, and photovoltaic panels reduce the ecological
footprint. The block functions as a small vertical
neighborhood, supporting both social cohesion and
privacy.

If we imagine BIG designing an intergenerational house in
Menton entirely in wood, the concept shifts subtly but
powerfully. Wood introduces warmth, tactility, and a
sense of natural continuity, reinforcing both ecological and
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social intentions. The “stacked village” remains, with terraces
and interlocking volumes, but the material allows visible
structural expression: glulam beams, cross-laminated panels,
and exposed wooden columns define spaces while celebrating
craftsmanship. Shared atriums and ramps would feel softer
and more intimate, with wooden floors, walls, and ceilings
connecting generations through touch and atmosphere.
Exterior facades could use engineered timber cladding that
weathers gracefully, blending with Menton’s Mediterranean
context and sunlight. Roof gardens and terraces integrate
greenery with warm timber, reinforcing ecology and thermal
comfort. Natural ventilation and shading devices work in
tandem with wood’s thermal mass, ensuring a comfortable
microclimate. Interior spaces would emphasize flexibility and
modularity, letting families adapt spaces over time. The
overall effect is a playful, human-scaled community in timber,
where movement, social life, and sustainability coexist
seamlessly.

By prioritising architectural excellence, innovative facilities,
and internationally connected programming, Monaco
positions the new Bibliotheque Nationale Monegasques not
merely as a repository of knowledge but as a dynamic cultural
and intellectual hub, strengthening its global visibility,
enhancing resident engagement, and affirming its identity as a

P

Mediterranean centre of learning and creativity.
Governance & Coordination

e Establish a Monaco Experience Authority tasked with
integrating event strategy, cultural programming,
urban planning, and tourism development.

e Develop data-driven insights on visitor behavior,
cultural impact, and economic return, feeding
iterative programming decisions.

e Incentivize private sector co-investment while
safeguarding the principality’s cultural authenticity
and heritage.

Strategic Outcome: By concentrating on high-prestige,
high-value experiences, Monaco converts its small size
into an advantage, creating a dense, globally recognized
cultural ecosystem. Visitors, capital, talent, and ideas are
drawn in not by scale but by quality, exclusivity, and
memorable immersion, solidifying Monaco as a microstate
with disproportionate soft-power, financial, and cultural
influence.

Piano, Piano A Mareterra

Take Renzo Piano’s contribution to Mareterra in Monaco,
especially in the form of Le Renzo, stands as one of the most
striking architectural gestures in the principality’s newest
six-hectare eco-district. Rather than a generic luxury tower,
Piano conceived the building as a “fragmented vessel” that
resonates with Monaco’s historic maritime identity — its
silhouette and composition recall a ship poised between sea
and skyline, celebrating light, air and horizon in an almost
poetic way. By lifting the structure above pilotis and
introducing vertical voids through the massing, Piano allows
natural light and sea views to penetrate deep into the volumes,
creating an architecture that feels open rather than
monolithic. This sensitivity to context — both physically and
culturally — is typical of Piano’s work: he often seeks to

11 https://mareterra.com/en/residences/?
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mediate between human scale and urban ambition, here
balancing Monaco’s intense property market with its need
for public space, environmental performance and a sense
of place anchored to the sea. The environmental
aspirations of the wider district, which include extensive
green spaces and sustainability measures, dovetail with
his approach of integrating landscape, light and structure
into a coherent whole, not just a luxury object.l! In
summary, Le Renzo exemplifies Piano’s ability to translate
maritime narrative into architectural form, embedding
elegance within a durable and contextually responsive
framework — an architecture that is both contemporary
and respectful of Monaco’s unique urban and natural
conditions.
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8. Partnering -up

Monaco, as a microstate, gains leverage in regional
competitiveness initiatives by embedding itself in the broader
Alpes-Maritimes-Provence corridor, including Nice, Cannes,
and other municipalities in the Provence-Alpes-Cote d’Azur
region. These territories already participate in various
regional competitiveness indices (RCI) and SDG-aligned
programs, covering economic innovation, tourism,
sustainability, and quality-of-life metrics. The first step is to
map and analyse Provence’s score. Based on available
European RCI and SDG assessments, Provence exhibits strong
performance in tourism, creative industries, and
environmental initiatives, moderate innovation and high-tech
metrics, and some lag in integration of sustainable transport
and smart-city infrastructure. Monaco can use this profile to
identify complementary strengths and gaps, aiming to co-
create initiatives that leverage Monaco’s financial, event, and
maritime expertise to fill regional gaps.

To partner effectively, Monaco should establish a trilateral
coordination framework with key stakeholders in Nice,
Cannes, and regional agencies. The framework could combine
economic competitiveness, innovation clusters, and
sustainability alignment. One concrete approach is to co-
develop joint regional dashboards tracking indicators such as
tourism flows, digital infrastructure, green finance, and SDG-
aligned outcomes, allowing cross-jurisdiction benchmarking.
This enhances transparency and provides a quantitative basis
for collaboration.

Next, Monaco can position itself as a value-adding hub,
offering access to capital, high-level convening power, and
specialized expertise in luxury, maritime economy, and event
management. For example, joint projects could include green
maritime corridors, co-branded international cultural and
innovation festivals, or regional blended-finance initiatives
targeting sustainability-linked infrastructure. By framing
these projects around measurable RCI and SDG goals, Monaco
and its regional partners can attract EU, private, and
philanthropic funding.

On a practical level, partnerships can be operationalized
through joint committees, MOUs, and pilot projects. Monaco
can propose a regional “Alpes-Maritime Competitiveness Lab”
that aligns urban innovation (Nice), tourism and cultural
events (Cannes), and financial facilitation and maritime
expertise (Monaco). The lab would measure performance
against RCI competitiveness pillars such as human capital,
innovation capacity, infrastructure, and governance, while
simultaneously tracking SDG metrics like responsible
consumption, climate action, and sustainable cities.
Strategically, the collaboration leverages Monaco’s
geopolitical advantage: it acts as a neutral convenor, providing
an international showcase for regional initiatives and
connecting local efforts to global networks. By integrating
data-driven benchmarking (RCI and SDG) with shared
regional branding and cross-jurisdictional projects, Monaco
and its partners can increase visibility, funding, and
measurable impact, creating a regionally competitive corridor
that is both innovative and sustainable.

8.1. RCI & SDG

The Regional Competitiveness Index (RCI) represents a
comprehensive framework designed to evaluate the
capacity of sub-national territories to foster economic
growth, innovation, and overall quality of life. Unlike
national indices, the RCI focuses on regional or urban
performance, allowing for a nuanced comparison of cities,
metropolitan areas, or provinces. Its analytical structure
typically encompasses multiple dimensions, including
institutional quality and governance, infrastructure and
connectivity, market efficiency, innovation and knowledge
production, human capital and skills, as well as
environmental and social quality of life. By
operationalising these dimensions, the RCI serves as a
critical tool for policy benchmarking, enabling authorities
to identify gaps in infrastructure, innovation ecosystems,
and public services, and to prioritise investments that
enhance the competitiveness of specific urban or regional
contexts. In practice, the RCI can guide both public and
private actors in urban planning, identifying locations
suitable for strategic development, knowledge hubs, or
mixed-use neighbourhood interventions. RCI 2.0 is a
composite of 68 indicators grouped into three sub-indices
(Basic, Efficiency, Innovation) and 11 pillars including
infrastructure, education, labour market, market size,
business sophistication, and innovation.

Due to the mild weather, beautiful landscapes and soft
luminosity, Provence has for long attracted the crowds and
artists, everyone who are something and the wannabees.
Expats now constitute around 13% of Provence’s
population. Yet, alongside these advantages, there are
longstanding downsides that have largely been left
unaddressed for decades, such as rising property prices
that push out locals, seasonal economic dependency on
tourism, uneven infrastructure development, ecological
pressures on fragile landscapes, limited access to
affordable housing, disparities in public services between
urban and rural areas, tensions between preserving
cultural heritage and accommodating modern growth, and
the widespread practice of cfaftsmen inflating or cheating
on repair and maintenance prices. These challenges shape
both the social fabric and the region’s broader
competitiveness, highlighting the need for strategic
interventions to balance attractiveness with sustainable
and fair development. Bardella-Le Pen’s Rassemblement
Nationale scores particularly well in Provence and certain
suburbs of Nice and are only kept out of power through
manipulation of the election law.

To improve competitiveness in Provence-Alpes-Cote
d’Azur (PACA), policy should first focus on compensating
for structural weaknesses in market size by deepening
cross-border economic integration and functional scale.
Monaco can play a catalytic role by acting as a high-value
gateway, linking PACA firms to global capital, elite
networks, and international markets that the region alone
cannot easily access. Joint innovation platforms between
Monaco, Nice, Sophia Antipolis, and Marseille could
strengthen technological readiness and translate business
sophistication into higher innovation outputs, where
PACA still underperforms relative to its potential.

Figure Provence ranks 86 on the Regional Competiveness
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Index

EU Regional Competitiveness Index 2.0 - 2022 edition
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INNOVATION SUB-INDEX 116.9
Technological readiness 109.0
Business sophistication 1381
Innovation 104.9
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® FRLO: Provence-Alpes-Cote d’Azur

Source: https://ec.europa.eu/regional_policy/assets/regional-competitiveness/index.html#/FR/FRLO

DG Regio makes available for free an examination of
administrative capacity needs to manage the many indicators
under the RCI, focusing on innovation, learning and
competitiveness!? The managing authority is Region Sud
Provence Alpes Cote D’Azur, which has rank 86. An update on
the 2022 edition is due shortly. To boost its competitive-ness,
Provence-Alpes-Cote d’Azur should focus on both structural
strengths and current weaknesses as measured in RCLI expect
the Region and its faculties to put forward a credible and
coherent plan to move from rank 86 to rank 50.
Provence-Alpes-Cote d’Azur can move from rank ~86 to the
EU top-50 by prioritising gains in the innovation and efficiency
pillars, where mid-ranking regions typically lag. The biggest
leverage lies in raising private R&D intensity, stronger
university-industry links, and better access to scale-up
finance. Upgrading human capital—advanced skills, STEM,
lifelong learning, and talent attraction—is essential to convert
quality of life into productivity. Targeted digital and transport
infrastructure  investments would reduce internal
fragmentation and improve market access. Simplifying the
business environment for SMEs and scale-ups would lift
business sophistication scores. More strategic, outcome-
oriented regional governance aligned with EU green and
digital priorities would improve institutional indicators.
Monaco, as a microstate with a highly specialized economy,
can’t compete on the same scale as Provence or other larger
NUTS-2 regions, but it can strategically contribute to raising
regional competitiveness by leveraging its unique strengths.
It can host or fund advanced research centers, particularly in

12 https://ec.europa.eu/regional_policy/policy/how/improving-
investment/studies_en

fintech, Al, marine sciences, climate resilience, and
healthcare technology, complementing Provence’s
innovation ecosystem.

Its international appeal, tax environment, and quality of
life make it an ideal place to attract top-tier talent and
researchers who could collaborate with regional
universities and startups. Monaco’s strength in luxury,
culture, tourism, and events can help increase regional
visibility and economic spillovers, especially in high-value
service sectors.

The banking and wealth management sector can invest in
regional startups, scale-ups, and infrastructure projects,
providing capital where Provence may face bottlenecks. As
a highly efficient microstate, Monaco can experiment with
sustainable urban planning, digital governance, or green
energy projects, serving as a model and innovation testbed
for the wider region. Hosting international conferences,
science competitions, or EU-level events can enhance
Provence-Monaco’s global networks, strengthening
regional competitiveness indirectly.

STEM education promotes skills in mathematics,
programming, engineering design, and scientific
reasoning. The UK government emphasizes STEM
education to address skill shortages in tech and
engineering sectors. STEM careers are considered high-
growth, high-salary, and strategically important for the UK
economy, particularly in areas like Al, green tech,
biomedical sciences, and advanced manufacturing.13

13 https://www.stem.org.uk/
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The schools of Monaco could cooperate with the UK on
improving education in science, technology, engineering and
mathematics. Provence and Monaco can boost regional
competitiveness by investing in STEM education and skills
development.  Strengthening  partnerships  between
universities, research centers, and companies in Al, biotech,
renewable energy, and marine tech creates applied innovation
hubs. Monaco can act as a capital and talent magnet, funding
research, incubators, and startup accelerators that
complement Provence’s ecosystem. STEM-driven clusters
enhance productivity, technological adoption, and patent
activity, directly improving RCI innovation scores. Practical
initiatives like coding schools, robotics labs, and scholarships
engage both locals and expats in high-value sectors.
Investing in research infrastructure, high-speed connectivity,
and maker spaces supports knowledge creation and
commercialization. Joint Monaco-Provence programs elevate
the region’s international profile and attract global talent and
investment. Promoting STEM in schools and communities
nurtures the next generation of innovators, ensuring long-
term competitiveness and sustainable growth.

In short, Monaco doesn’t need to scale its population or GDP,
but by being a strategic partner, innovation booster, and
capital and talent hub, it can raise the RCI scores of the
Provence-Monaco macro-region, particularly in innovation,
human capital, and internationalization indicators.

Labour market performance can be improved through
coordinated cross-border talent circulation agreements,
enabling PACA to benefit more directly from Monaco’s
international workforce, high wages, and skills concentration.
In higher education and lifelong learning, Monaco-supported
chairs, executive programmes, and applied research labs
could anchor global expertise in regional universities while
keeping intellectual spillovers within PACA. Infrastructure
gains should prioritise seamless mobility between Monaco
and the wider region, including rail, digital connectivity, and
green transport, reinforcing functional integration rather than
isolated excellence.

Macroeconomic resilience would benefit from joint
positioning in green finance, maritime innovation, and climate
adaptation, areas where Monaco’s international visibility can
elevate regional projects to EU and global funding streams.
Cultural and event-based collaboration, building on Monaco’s
global brand, can further enhance PACA’s attractiveness,
reinforcing soft power and place-based competitiveness.
Governance quality can be strengthened through shared data
platforms and coordinated regional planning, aligning
Monaco’s administrative efficiency with PACA’s scale. Overall,
PACA’s competitiveness will improve most effectively if
Monaco is treated not as an external enclave but as a strategic
amplifier of regional innovation, visibility, and global
connectivity.

Monaco would gain several strategic returns from a deepened
collaboration with Provence-Alpes-Cote d’Azur, beyond
goodwill or reputational benefits. First, closer integration
would effectively expand Monaco’s functional market size,
giving its firms and institutions access to a larger labour pool,
research base, and supplier ecosystem without compromising
sovereignty. This directly addresses one of Monaco’s core
structural constraints as a microstate.

Second, Monaco would strengthen its political leverage vis-a-

vis the European Union by embedding itself more firmly
within high-performing EU regional ecosystems. Acting as
a recognised catalyst for PACA’s competitiveness would
increase Monaco’s informal influence in EU policy
networks, expert groups, and funding discussions, even
without formal membership in EU institutions.
Third, collaboration would enhance Monaco’s economic
resilience by diversifying risk. By co-developing
innovation, green finance, maritime technologies, and
climate-adaptation projects with PACA, Monaco reduces
over-reliance on a narrow set of sectors while anchoring
its economy in long-term European strategic priorities.
Fourth, Monaco would gain access to scale in education,
research, and innovation that it cannot generate alone.
Regional partnerships allow Monaco to host high-level
functions—such as executive education, elite research
labs, and cultural flagships—while outsourcing volume
and experimentation to the wider region, keeping prestige
while sharing cost and risk.
Fifth, Monaco’s global brand would be reinforced rather
than diluted. Positioning itself as the high-quality
convenor and gateway for the Mediterranean innovation
and sustainability corridor elevates Monaco from a luxury
enclave to a strategic node in European competitiveness,
climate governance, and cultural diplomacy.
Finally, such cooperation strengthens Monaco’s long-term
autonomy. By becoming indispensable to regional
performance and cross-border governance, Monaco
increases its strategic relevance, making its stability and
distinct status more valuable to France, the EU, and
international partners alike.In the context of Monaco, the
RCI perspective is particularly valuable, as it allows for the
measurement of neighbourhood-level performance in
terms of economic vibrancy, social inclusion, and the
quality of urban infrastructure, complementing initiatives
such as the 15-Minute City or the “Sculpture, Square,
Streetscape & Springwater” program.

Site-Specific Challenges in Monaco
Monaco has extremely limited land area, making physical
expansion for innovation projects very difficult. High real
estate prices restrict the development of laboratories,
incubators, or manufac-turing facilities. Steep terrain and
hillside construction complicate infrastructure and
logistics.
Coastal location exposes projects to sea-level rise and
climate resilience issues. The local population is small,
limiting domestic market testing for new products and
services.
Monaco relies heavily on imported talent due to a limited
local workforce. Strict zoning, heritage preservation, and
building regulations slow down experimentation.
Regulatory coordination with France and the EU adds legal
complexity. Monaco’s social and economic culture is
luxury-focused and risk-averse, influencing project
support. Dependence on regional infrastructure and
limited space for industrial-scale projects constrain
innovation scope.
Thus, it should prioritize high-value, low-footprint
innovation such as fintech, digital health, and green urban
solutions. Leverage cross-border partnerships with
France, Italy, and EU institutions for infrastructure, talent,
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and market access.Develop vertical or modular innovation
spaces that maximize scarce land while respecting building
regulations. Incentivize private investment by aligning
projects with Monaco’s luxury and prestige branding.
Establish specialized innovation clusters or hubs targeting
sectors with strong local demand. Implement talent attraction
programs, including housing, visas, and professional
integration support. Integrate digital twins and smart city
technologies to pilot projects without large physical
footprints. Promote public-private collaboration, combining
government support with international research networks.
Ensure resilience and sustainability in design, considering
climate risks and environmental constraints. Focus on
scalable prototypes that can be tested locally but deployed
regionally or globally.

This could be combined with the promotion of the sustainable
Development Goals, which is not a panacea but must be
perceived as a manner to promote community and urban
development in a given political community.

The Sustainable Development Goals (SDGs), adopted by the
United Nations in 2015, constitute a set of seventeen global
objectives intended to guide nations and territories toward
inclusive, environmentally sustainable, and resilient
development by 2030. The SDGs integrate social, economic,
and environmental dimensions and provide a normative
framework for evaluating policy and project impact. Among
these, goals related to good health and well-being, quality
education, clean water and sanitation, affordable and clean
energy, innovation and infrastructure, sustainable cities and
communities, climate action, and terrestrial ecosystems are
particularly relevant for urban and regional planning. In
operational terms, the SDGs offer benchmarks for integrating
ecological and social responsibility into interventions,
ensuring that urban renewal, mobility, public space

programming, and environmental restoration projects
align with internationally recognised standards of
sustainability. In Monaco, SDG-aligned planning can frame
regional initiatives—such as knowledge hubs in the
arriere-pays mentonnais, coastal and marine stewardship
at Cap Ferrat, or Ligurian ecosystem projects—as concrete
contributions to global sustainability objectives while
maintaining local relevance and historical continuity.

The intersection of the RCI and the SDGs offers a
particularly robust analytical lens for strategic planning.
While the RCI assesses the competitiveness and resilience
of regions, the SDGs provide normative criteria for
sustainability, equity, and social inclusion. Their combined
application allows for the design of urban interventions
that are simultaneously globally responsible and locally
effective. For instance, the development of youth-friendly
streets and squares in Monaco can be understood as
advancing sustainable urban development in line with
SDG 11 while enhancing the human capital and quality-of-
life dimensions highlighted in the RCI. Similarly, the
establishment of knowledge hubs in nearby territories
contributes to SDG 9 on innovation and infrastructure
while reinforcing the innovation pillar of the RCIL
Environmental measures, including springwater features
and streetscape greening, correspond to SDGs 6 and 13
and simultaneously improve the infrastructure and
quality-of-life metrics within the RCI framework. By
integrating the RCI and SDG perspectives, Monaco’s urban
and regional strategies can be positioned as both
competitive and sustainable, ensuring that economic,
social, and ecological objectives are pursued in a mutually
reinforcing manner.

Mapping Strengths and Gaps: Monaco vs Provence Region
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. . Provence / Alpes- Gaps / Opportunities
Dimension Monaco Strengths Maritimes Strengths for Collaboration
High-value finance tech, Moderate innovation; Monaco can co-invest in
Innovation & R&D evgnt-tech some emerging te.ch .]01nt innovation l-al-Js,
experimentation, clusters in Sophia incubators, and digital

maritime R&D

Antipolis

start-up accelerators

Tourism & Experience
Economy

High-end, luxury
tourism; international
events

Strong cultural tourism
(Nice, Cannes film
festival, heritage sites)

Develop co-branded
luxury-cultural
packages and
sustainable tourism
itineraries

Maritime & Blue

Advanced maritime
finance, yachting, port

Maritime heritage,
small-scale marine

Joint “Blue Economy
Corridor”: sustainable
yachting, marine

investment vehicles

Economy infrastructure research conservation, carbon-
neutral port initiatives
. Joint projects to
Climate adaptation, hgﬁcizga;\?v;%l}; li?lg)cus accelerate SDG 7 (clean
SDG Alignment ESG-compliant 8y, energy), SDG 13

waste management,

mobility (climate), SDG 11

(sustainable cities)

High-profile art events,
luxury cultural
experiences

Cultural & Creative
Industries

Co-create year-round
festival circuit linking
Monaco events with
Nice and Cannes venues

Rich festival scene,
regional creative
schools

Agile, neutral decision-
making, international
convening

Governance & Soft
Power

Establish joint regional
“Competitiveness &
SDG Lab” for strategic
coordination and
monitoring

Larger bureaucracy,
slower regional
coordination

2. Regional Competitiveness & SDG Lab (Operational
Concept)

Objective: Harmonize RCI and SDG performance across

Monaco,

Nice, Cannes, and Provence region through

coordinated programs and measurement.
Key Functions:

Benchmarking & Monitoring: Track regional
performance across innovation, tourism, maritime
economy, and sustainability metrics, aligned with EU RCI
and SDG indicators.

Joint Project Incubation: Identify co-investment
opportunities in green infrastructure, tech incubators,
and cultural programes.

Funding & Partnerships: Mobilize EU cohesion funds,
Horizon Europe innovation grants, private capital, and
philanthropic financing for sustainable regional
initiatives.

Global Positioning: Promote the corridor internationally
as a high-value hub for culture, innovation, and
sustainable finance.

Governance:

The governance and operational structure of cross-border
initiatives linking Monaco with its neighbouring territories
should be anchored in a multi-layered framework that

combines

strategic oversight, technical expertise, and

rigorous evaluation. At the highest level, a steering committee
_____________________________________________________________________________________________________________________________|
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should be established, composed of representatives from
the Principality of Monaco, the Provence-Alpes-Cote
d’Azur regional authorities, and the municipalities of Nice
and Cannes, alongside delegates from the relevant
chambers of commerce. This committee would serve as
the principal decision-making and coordination body,
ensuring alignment of policies, investment priorities, and
project agendas across jurisdictions. Its responsibilities
would include defining the overarching strategic vision,
approving significant projects, facilitating cross-border
regulatory harmonisation, and overseeing the allocation of
resources to ensure that initiatives are both effective and
coherent with regional development objectives. The
inclusion of chambers of commerce is particularly
important, as it integrates the private sector perspective,
thereby connecting economic competitiveness with
cultural and environmental ambitions.

Complementing the steering committee, technical working
groups should be formed, each specialising in a critical
dimension of the initiative: culture, innovation, maritime
economy, and sustainability. These working groups would
operate at an operational and technical level, translating
strategic directives into concrete projects and actionable
policies. The cultural working group would focus on
heritage preservation, contemporary arts initiatives, and
public engagement in cultural programming. The
innovation group would oversee knowledge hubs,
research collaborations, and technology transfer
initiatives, ensuring that cross-border synergies leverage
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both Monaco’s institutional capacities and those of
neighbouring regions. The maritime economy group would
coordinate activities relating to port infrastructure, marine
research, sustainable fisheries, and maritime transport,
reflecting the centrality of coastal assets to regional
prosperity. Finally, the sustainability group would develop
and monitor environmental and climate action projects, with
particular attention to renewable energy, water management,
biodiversity, and wurban greening, aligning them with
contemporary global standards.

To ensure accountability and public transparency, the
initiative should produce an annual report structured around
the Sustainable Development Goals (SDGs) and the Regional
Competitiveness Index (RCI). This report would document
progress across the strategic pillars, quantify outcomes, and
highlight both achievements and areas requiring additional
intervention. By aligning evaluation metrics with the SDGs, the
report would demonstrate environmental, social, and cultural
responsibility, while the incorporation of RCI metrics would
provide an evidence-based assessment of regional economic
competitiveness and innovation capacity. Beyond internal
oversight, the annual report would also serve as a
communication tool, enhancing the visibility of the initiative,
fostering regional and international partnerships, and
demonstrating the Principality’s commitment to integrated,
forward-looking governance. Through this combined
framework of a high-level steering committee, specialised
technical groups, and rigorous reporting, the initiative would
establish a robust, transparent, and strategic mechanism for
advancing cross-border development and sustainable
competitiveness in Monaco and the surrounding
Mediterranean region.

3. Example Collaborative Projects

Blue Economy & Maritime Sustainability Corridor:
Monaco provides financing expertise and event-platforms;
Cannes and Nice host research and pilot projects for
sustainable ports, carbon-neutral yachting, and marine
tourism.

Luxury-Cultural Tourism Circuit: Joint programming of
Monaco Grand Prix cultural events, Cannes film festival tie-ins,
and Nice art/music festivals to offer cross-destination
packages appealing to high-net-worth visitors.

Regional Innovation Accelerator: Co-located tech
incubators in Sophia Antipolis and Monaco, focusing on
maritime tech, Al for cultural experiences, and climate
adaptation solutions.

SDG-Aligned Urban Pilot Projects: Pilot urban mobility,
energy, and waste management projects in Nice and Cannes
using Monaco’s ESG-finance channels and monitoring
expertise to achieve measurable SDG 11 and 13 outcomes.

4, Strategic Outcomes

o Improved RCI and SDG scores across the corridor.

1% https://en.gouv.mc/Policy-Practice/A-Modern-
State/Assessment-of-public-policies
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e Enhanced international visibility and soft power
through coordinated high-value events.

e Attraction of capital, talent, and creative industries by
offering a dense, integrated experience economy.

e Monaco’s role as a neutral, agile convener positions
it as the financial and strategic hub of the region.

5. Annual report

An assessment of public policies in already in place in
Monaco4, and could therefore easily be geared to an
annual report , encompassing as well SDG scores at city-
level, organized around: (1) Activity report (2)
performance stats (3) performance stats versus citizen
satisfaction (4) discussion of public policies (5) Action
Plans by Councillors.

Relevant performance statistics in Monaco encompass
economic indicators like GDP per capita, sector
contributions (finance, tourism, luxury), and trade/FDI
flows. They also include labor and human capital metrics,
fiscal health (budget balance, public revenue), crime rate,
business and regional and sub-regional competitiveness,
and quality-of-life measures such as population
demographics, healthcare, education, and tourism activity.
Additionally, infrastructure, real estate trends and SDG-
indicative scores capture Monaco’s urban, connectivity,
and ecological performance.

9. Implications of EU-Micro-state Codification

Let us be honest: relations with the three European micro-
states — Andorra, Monaco and San Marino — and for that
sake the Vatican and Liechtenstein , a member of the EEA,
have never ranked high on the EEAS’s strategic priority
list. This marginality is explicitly reflected in the European
Commission’s 2012 Communication, which, four years
after the Council conclusions on association
arrangements, characterised the relationship — citing the
December 2010 Council conclusions — as “extensive but
fragmented”. The fragmentation stemmed from the
accumulation of partial and sector-specific agreements
that failed to provide unimpeded movement of persons,
goods and services, generating practical difficulties for
citizens and businesses on both sides and leaving the
overall framework incoherent.

The Communication situates EU-micro-state relations at a
crossroads. On the one hand, cooperation had gradually
deepened through customs unions, monetary agreements,
and ad hoc arrangements; on the other, these instruments
fell well short of a comprehensive framework comparable
to the EEA model applied to Liechtenstein. The
Commission notes that all three micro-states had
expressed a clear interest in closer integration with the
Union, while simultaneously seeking to preserve their
constitutional specificities, social models and sovereign
discretion — a tension that would come to define
subsequent negotiations.
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From the EU’s perspective, the case for evolving the
relationship was framed less in geopolitical terms and more in
functional and regulatory logic. The Commission emphasised
the Union’s interest in ensuring legal certainty, economic
opportunities and a level playing field for EU citizens and
companies operating in or with the micro-states. Given their
geographic embedding within or adjacent to EU territory and
their deep economic interdependence with neighbouring
Member States, continued fragmentation was seen as
inefficient and increasingly untenable. Deeper cooperation
was also linked to the EU’s broader interests in regulatory
convergence, tax transparency, and the effective application of
common standards.

In assessing the EU’s interests in evolving its relations with
Andorra, Monaco and San Marino, the Commission framed the
rationale for closer engagement primarily in functional and
economic terms. First, it emphasised the potential for greater
economic and employment opportunities for EU citizens and
companies, arguing that more coherent access to the internal
market would reduce administrative burdens, legal
uncertainty and transaction costs for firms operating across
borders. Given the high degree of economic interdependence

between the micro-states and neighbouring Member
States, the Commission underlined that fragmentation not
only constrained the development potential of the micro-
states themselves but also limited opportunities for EU
economic actors, particularly SMEs and cross-border
service providers.

Beyond growth considerations, the Communication
highlighted the importance of establishing mutual benefits
through a level playing field. Divergences in regulatory,
supervisory and enforcement frameworks were identified
as a source of distortion, creating asymmetries that
undermined fair competition and complicated compliance
for EU businesses. The Commission argued that deeper
regulatory convergence would benefit both sides by
ensuring predictable rules, strengthening market
confidence and safeguarding the integrity of the internal
market. In this sense, integration was presented not as a
concession to the micro-states, but as a necessary step to
protect the coherence and credibility of EU market
governance.

Figure The Riviera has many photogenic places

Garry Grant & Grace Kelly on La Grande Corniche , Hitchkock’s How to Catch a Thief

Finally, the Communication situated closer relations within a
broader framework of cooperation in support of shared
objectives. It stressed the EU’s interest in aligning the micro-
states more closely with Union standards in areas such as
taxation, financial supervision, anti-fraud measures and the
implementation of EU acquis where relevant. Cooperation was
also linked to participation in selected EU programmes and
agencies, reinforcing the idea that regulatory approximation
could serve common policy goals while respecting the specific
institutional capacities of small states. Taken together, these
arguments framed rapprochement as a mutually reinforcing
process in which economic integration, regulatory
convergence and policy cooperation would advance both EU
interests and those of the micro-states.

In the section on Upholding and Promoting the EU’s Interests,
the Communication states:

“With a combined population of around 150 000 and high
average GDP-per-capita levels, the small-sized countries
make a substantial contribution to the economy in their
respective regions and beyond. For example, ... Monaco is
amajor provider of employment in its region, with 45 000
cross-border workers commuting there on a daily basis
from neighbouring France and nearby Italy. However, EU
citizens wishing to work in these countries as employees
or establish themselves as self-employed independents
continue to face significant barriers, mainly in the form of
work and residence permit requirements. Moreover, the
small-sized countries have restrictions on inward
investment. EU citizens and companies would stand to
benefit from a lifting of these restrictions. ... All three
countries have major financial services industries and are
a source of investment into the EU: taken together,

randspublications.org/index.php/ijssll
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Andorra, Monaco and San Marino are seat to over 50 banks,
managing over 100 billion euros in client assets. ... However,
the obstacles these countries face in accessing the EU internal
market indicate that they hold unfulfilled potential as motors
of growth, investment, innovation and employment from
which the EU could benefit.”

On the level playing field and regulatory alignment, the
Communication explains:

“In principle, both the EU and the small-sized countries should
benefit from the extension of the EU’s internal market acquis
to them as this would ensure a level playing field for both
businesses and persons.”

On cooperation in support of shared objectives, while the text
does not use a single continuous sentence, the Communication
frames this as part of the same overarching logic that deeper
integration and regulatory convergence would facilitate
shared policy goals across financial services, labour mobility,
investment, and increased economic linkages

The Communication therefore explored a range of options for
progressive rapprochement. Maintaining the status quo was
presented as the least desirable path, as it would perpetuate
legal uncertainty and regulatory gaps. A purely sectoral
approach, based on negotiating additional bilateral
agreements, was recognised as flexible but ultimately flawed,
as it would multiply complexity without resolving
fragmentation. The Commission instead highlighted two more
structurally coherent avenues: a comprehensive framework
association agreement offering partial or substantial access to
the internal market, and participation in the European
Economic Area, potentially via EFTA membership. Full EU
accession was acknowledged as the most far-reaching option
under Article 49 TEU, but was framed as a distant and
institutionally demanding prospect rather than an immediate
policy pathway.

Taken together, the Communication reveals an EU approach
that was technocratic rather than strategic, reactive rather
than visionary. While it clearly identified the shortcomings of
fragmented relations and articulated credible models for
deeper integration, it stopped short of elevating the micro-
states to a genuine foreign-policy or internal-market priority
— a gap that continues to shape the tempo and ambition of
EU-Andorra, EU-Monaco and EU-San Marino relations today.
The European Parliament’s response to the 2012 Commission
Communication (COM(2012)680) was not simply to note the
document, but to build on it and frame a political
recommendation toward an association agreement
framework with the three micro-states. Specifically,
Parliament recognised the Commission’s analysis in
subsequent resolutions and tied it into a broader strategy for
EU relations with Andorra, Monaco and San Marino:

In March 2019, the European Parliament adopted a
recommendation on the Association Agreement between the
EU and Monaco, Andorra and San Marino that explicitly
referred to the 2012 Commission Communication and its
accompanying staff working paper. Parliament stressed that

15 https://www.europarl.europa.eu/doceo/document/TA-8-
2019-0188_EN.html
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all three micro-states have “a long-standing political,
economic and cultural European vocation” and a “strong
desire to pursue closer political, economic and cultural
relations with the European Union,” echoing the
Commission’s identification of mutual benefits and the
need to progress beyond a fragmented relationship.
Parliament underlined the importance of responding
“positively to this vocation in a timely manner” and
facilitating the rapid conclusion of negotiations on a new
association agreement that would form the future
framework for relations with the EU. 15

In its text, Parliament also reaffirmed the role of the 2012
Communication and the 2013 Commission report
(COM(2013)793) as foundations for analysing internal-
market participation and institutional options, while
calling on the Council and Commission to take
Parliament’s views into account in the negotiation process.
Importantly, Parliament’s position emphasised that
deeper cooperation should take account of the specificities
of small-sized states, including their historical ties and
socio-economic realities, thereby going beyond a purely
economic framing to embed political and identity-
preserving considerations into the envisioned association
framework. In sum, rather than rejecting or undermining
the 2012 Communication, the European Parliament
endorsed its analytical foundations and recommended a
forward-looking strategy toward an association
agreement, shaping the political context in which later
negotiations (for example, the association agreement
process that progressed into the 2020s) have taken place.
In 2025, the EPRS proposed to introduce a timeline for the
conclusion of the EU’s negotiations with the micro-states!6
Below is a clear, policy-grade articulation of the EU’s
negotiation objectives with Monaco, distilled from the
2012 Commission Communication, subsequent Council
mandates, and the logic of the Association Agreement
negotiations — written as continuous prose and suitable
for analytical use.

The European Union’s negotiation objectives with Monaco
have been shaped by a consistent overarching aim: to
replace a fragmented web of sectoral arrangements with a
single, coherent framework governing Monaco’s
participation in the EU internal market, while
safeguarding the integrity of EU law and institutions. At
the core of the EU’s position lies the objective of
progressive and dynamic alignment with the internal
market acquis, particularly in areas linked to the free
movement of goods, services, capital and, to a carefully
calibrated extent, persons.

A central EU objective has been to ensure a level playing
field between Monaco and EU Member States. This entails
regulatory convergence in competition policy, state aid
control, consumer protection, labour standards and
company law, alongside effective enforcement
mechanisms. For the EU, access to the internal market
cannot be dissociated from acceptance of common rules,

16

https://www.europarl.europa.eu/RegData/etudes/BRIE/202
4/766263/EPRS_BRI(2024)766263_EN.pdf
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supervision, and dispute-settlement procedures that preserve
legal certainty and prevent regulatory arbitrage. This logic has
been particularly salient in the context of Monaco’s services-
based economy and its close economic integration with
neighbouring France.

Another key objective concerns financial governance, taxation
and transparency. The EU has sought firm commitments from
Monaco on anti-money laundering, counter-terrorist
financing, tax good governance and information exchange,
aligning Monaco with evolving EU and international
standards. These objectives reflect both internal-market
considerations and the EU’s broader interest in protecting the
credibility of its financial system, especially given Monaco’s
role as a financial centre embedded within EU territory.
Institutionally, the EU has aimed to establish a robust
governance framework for the agreement. This includes
mechanisms for the homogeneous interpretation of EU law,
supervision of implementation, and dispute resolution —
typically involving a joint committee structure and a role for
the Court of Justice of the European Union in matters of EU
law. From the EU’s perspective, such arrangements are non-
negotiable safeguards to ensure consistency with the internal
market and avoid the creation of bespoke or precedent-setting
exceptions.

At the same time, the EU has recognised Monaco’s small size
and administrative capacity constraints, and has therefore
pursued a degree of proportionality in implementation
timelines and institutional design. However, this flexibility has
been framed as technical rather than political: it does not
extend to exemptions from core internal-market principles or
to permanent opt-outs that would undermine uniform
application of EU rules.

Finally, the EU’s objectives have been explicitly framed as
progressive rather than static. The intention is not merely to
codify existing cooperation, but to create a dynamic
framework capable of evolving alongside the EU acquis. In this
sense, the negotiations with Monaco have been conceived not
as a one-off settlement, but as the foundation for a long-term
relationship based on regulatory convergence, legal certainty
and mutual economic benefit — firmly anchored in the EU’s
internal-market logic.

The challenges for microstates like Monaco, San Marino, and
Andorra to fully join the EU Internal Market are a mix of legal,
economic, and political factors. The likely approach is “a la
carte” integration, meaning selective participation in specific
sectors rather than full membership with all obligations.
Legally, EU treaties are designed for sovereign states with full
administrative capacity. Microstates have extremely limited
bureaucratic and judicial infrastructures, making it difficult to
fully transpose EU legislation, enforce regulations, and
participate in governance bodies. Full Internal Market
membership would also require voting rights in EU
institutions, which 1is politically sensitive given the
microstates’ very small populations relative to EU states.
Economically, microstates have tiny domestic markets, so
integration is mostly about access rather than contribution.
Full participation may create regulatory and competition
imbalances if small economies suddenly face EU-wide

obligations. They are heavily dependent on specific
sectors—finance in Monaco, retail in Andorra, banking
and tourism in San Marino—so sectoral access rather than
blanket integration is more feasible.

Fiscal and monetary alignment is another constraint.
Monaco uses the euro, and Andorra and San Marino also
rely on EU monetary arrangements, but they do not
participate fully in the European System of Central Banks.
Harmonising VAT, excise, customs, and other tax systems
with the EU is complex; Andorra, for example, has only
recently begun implementing a VAT system aligned with
the EU.

Microstates also highly value policy autonomy in areas like
taxation, financial regulation, and social policy. Full
Internal Market obligations would limit flexibility in these
sensitive sectors. “A la carte” arrangements allow
participation in trade, movement of goods, and services
while retaining autonomy where it matters most.
Precedents exist: Andorra, Monaco, and San Marino
already have sectoral agreements with the EU covering
customs, VAT, financial services, and limited goods trade.
Expansion would likely follow a Swiss or EFTA-style
model, adopting Internal Market rules voluntarily with
obligations proportional to benefits.

The likely outcome is selective integration. Microstates
can join key Internal Market sectors such as goods,
services, and financial services without adopting all EU
regulations or governance responsibilities. A fully uniform
“one-size-fits-all” membership is highly unlikely, both
politically and practically. Each microstate may negotiate
different packages tailored to its economy, with Monaco
focusing on financial services, San Marino on industry and
tourism, and Andorra on VAT and goods trade.

The codification of the European Union’s relationships
with microstates—Andorra, San Marino, and Monaco—
represents a pivotal moment in European microstate
diplomacy, establishing formalised legal, regulatory, and
operational frameworks that both clarify obligations and
open strategic opportunities. For Monaco, this
development has immediate implications for its bilateral
relations with France and Italy, its traditional guarantors
and regional partners. Historically, Monaco has relied on
France to safeguard its sovereignty while maintaining
strong economic and infrastructural ties with Italy. The
codification introduces a predictable, EU-backed
framework for cross-border coordination on issues such
as regulatory alignment, taxation, environmental
protection, and mobility. This provides Monaco with a
strengthened platform to engage France and Italy as
partners in structured, programmatic collaboration,
moving beyond ad hoc arrangements to joint initiatives
anchored in EU-compatible norms. Moreover, Monaco’s
demonstrated compliance with codified EU expectations
enhances its negotiating position, allowing it to assert
strategic interests in trade, tourism, transport, and
maritime policy with credibility.

randspublications.org/index.php/ijssll
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Source: https://www.signatureluxurytravel.com.au/top-eco-tourism-monaco/

Beyond bilateral relations, the codification and associated EU
programmes present Monaco with unprecedented avenues to
raise its international profile. Access to EU programmes—

including Horizon Europe, the European Regional
Development Fund (ERDF), Erasmus+, LIFE for
environmental projects, and cross-border cooperation

initiatives under Interreg—enables Monaco to participate
actively in research, innovation, sustainability, and cultural
projects, projecting influence well beyond its territorial size.
Engagement in these programmes positions Monaco as a
contributor to European public goods, from climate
adaptation and ocean stewardship to digital innovation and
cultural heritage management, while demonstrating that
microstates can function as agile and compliant partners in
multilateral frameworks.

Monaco’s integration into EU maritime policy can be achieved
without membership by aligning its dense, high-value
maritime space with the EU’s Integrated Maritime Policy and
Maritime Spatial Planning logic, turning the Principality into a
micro-laboratory for blue urbanism, port-city interfaces, and
biodiversity-first planning. By aligning its maritime rules with
the Green Deal and Blue Economy agenda, Monaco can
function as a regulatory and financial sandbox for
decarbonised shipping, smart marinas, and zero-emission
yachting. In maritime security and surveillance, Monaco can
be associated with EMSA services and CISE information-
sharing, contributing environmental monitoring and domain
awareness without militarisation. In marine environmental
governance, Monaco can align its protected areas and
monitoring systems with the MSFD and Natura 2000 logic by
equivalence, positioning itself as a reference site for
Mediterranean ecological indicators.

Institutionally, this integration should be structured through
a soft-law EU-Monaco Maritime Compact, complemented by a

7 https://research-and-
innovation.ec.europa.eu/funding/funding-
opportunities/funding-programmes-and-open-calls/horizon-
europe_en

18 https://cinea.ec.europa.eu/programmes/life_en
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trilateral operational framework with France acting as
legal and EEZ bridge. Programme-based participation in
Horizon Europe!?, LIFE!8, CEF Transport!®, and targeted
EMFAF windows would allow Monaco to pay, participate,
and shape EU maritime initiatives2. For the EU, this model
delivers a high-credibility environmental flagship, a
neutral convenor in the Mediterranean, and a micro-scale
testing ground for policies before Union-wide deployment.
Monaco adds scientific capacity, financial leverage, and
governance experimentation to EU sea-basin strategies
while reinforcing EU norms beyond formal borders.

For Monaco, deep cooperation with EU maritime policies
anchors sovereignty through function rather than size,
converts environmental leadership into institutional
influence, and secures its marine space through European
standards. It strengthens Monaco’s international profile as
a responsible maritime actor while preserving autonomy
and flexibility. The synthesis is clear: integration occurs
through regulatory alignment and data interoperability,
amalgamation through shared standards and scientific
norms, and cooperation through projects and platforms.
Monaco does not need EU membership at sea to matter. It
needs to be indispensable.

Monaco could participate in the European Environment
Agency’s Eionet network because it would strengthen its
environmental governance and credibility?!. By joining,
Monaco would gain access to Europe-wide data on air
quality and noise pollution, helping it monitor and address
local challenges more effectively. Participation would also
align Monaco with EU sustainability standards, reinforcing
its reputation as a responsible and forward-looking state.
It would open opportunities for collaboration with
neighboring Riviera countries, ensuring coordinated
responses to shared environmental risks. The EEA

% https://cinea.ec.europa.eu/programmes/connecting-
europe-facility/transport-infrastructure_en

20 https://oceans-and-fisheries.ec.europa.eu/funding-and-
investment/emfaf_en

2! https://www.eionet.europa.eu/
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provides for the apparel allowing for monitoring noise and air
pollution locally. Finally, involvement would enhance
Monaco’s profile internationally, showing commitment to
transparency, innovation, and collective action on climate and
health.

Monaco can leverage several EU programmes to develop its
cultural hubs and creative spaces. Creative Europe supports
cross-border cooperation, artist mobility, audience
development, and joint cultural projects, which Monaco could
use to connect local institutions with European networks
within its former realms and beyond, acting in-between
Region Provence’s links with Catalonia and Toscany.
Erasmus+ enables partnerships and exchanges for cultural
organisations, facilitating skills development and community
outreach. Horizon Europe, under Cluster 2, funds research and
innovation in cultural heritage, digital creativity, and inclusive
cultural practices, aligning with Monaco’s innovation
ambitions. ERDF and Interreg can finance cultural
infrastructure, urban regeneration, and cross-regional
cooperation, complementing Monaco’s compact urban
environment. The CERV programme fosters civic engagement
and social inclusion through cultural initiatives, supporting
Monaco’s goal of vibrant public cultural life22. InvestEU’s CCS
Guarantee Facility improves access to finance for creative
sector SMEs and organisations, enabling sustainable cultural
entrepreneurship. 23Collectively, these programmes offer
Monaco grants, networks, training, and financial instruments
to build internationally connected, innovative, and culturally
dynamic hubs.

Participation in EU programmes also strengthens Monaco’s
soft power and diplomatic visibility. By hosting and
contributing to projects aligned with EU priorities, Monaco
can showcase expertise in finance, environmental
sustainability, and cultural diplomacy. It can serve as a bridge
between larger EU actors and other microstates, fostering
knowledge exchange, innovation, and policy experimentation
in areas such as maritime security, coastal management, and
cross-border cultural tourism. Simultaneously, EU-backed
programmes facilitate capacity-building within Monaco,
enabling the principality to train civil servants, scientists, and
cultural managers in cutting-edge European best practices,
which in turn reinforces its strategic autonomy and
governance credibility.

In essence, the codification of EU relations, combined with
participation in EU programmes, provides Monaco with a dual
strategic advantage. First, it formalises and strengthens its
structured interactions with France and Italy, creating a
foundation for predictable cooperation in regional
development, regulation, and infrastructure. Second, it
expands Monaco’s international reach and visibility, allowing
it to operate as a globally engaged, compliant, and innovative
microstate. This dual framework supports the principality in
projecting soft power, attracting talent, and participating
meaningfully in European and Mediterranean initiatives, all
while safeguarding its distinctive identity as a high-prestige,
sovereign city-state.

Against the considerable shared affinity in cultural, historical,

22 https://ec.europa.eu/info/funding-
tenders/opportunities/portal/screen/programmes/cerv
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and economic terms, the question arises how to proceed in
away thatreconciles the EU’s internal-market imperatives
with Monaco’s distinctive political and economic identity.
While the Principality shares deep historical ties with
France and broader Europe, participates fully in cross-
border trade, and hosts a highly integrated financial
sector, the existing relationship remains fragmented,
governed by a patchwork of sectoral agreements that fail
to provide comprehensive legal certainty or consistent
market access. This structural gap highlights a tension: the
EU seeks regulatory convergence, transparency, and
alignment with core internal-market principles, yet
Monaco must preserve its sovereignty, fiscal model, and
administrative capacity. The challenge, therefore, is to
design a framework that is both dynamic and
proportional, capable of progressively integrating Monaco
into key areas of the internal market while respecting its
size, institutional limitations, and socio-economic
particularities. In practical terms, this raises a spectrum of
policy options — from maintaining the status quo with
incremental adjustments, to negotiating a comprehensive
framework association agreement, or even exploring
participation in broader European mechanisms such as
the EEA — each pathway carrying distinct implications for
governance, market access, and the balance between EU
interests and Monaco’s prerogatives. The question of how
to proceed is thus not merely technical, but inherently
strategic, demanding careful calibration between
integration, sovereignty, and mutual benefit.

There are different implications for Monaco’s diplomatic
relations.The codification of the European Union’s
relationships with microstates—Andorra, San Marino, and
Monaco—represents a significant development in both
legal and diplomatic terms, with direct implications for
Monaco’s bilateral relations with France and Italy, as well
as its broader international profile. By formalising
frameworks that define regulatory alignment,
participation in EU programmes, and dispute resolution
mechanisms, the EU effectively recognises these
microstates as distinct yet integrated actors within the
European sphere, creating both obligations and
opportunities for proactive engagement.

For Monaco’s relationship with France and Italy, the
codification introduces a more structured context in which
bilateral coordination can take place. Historically, France
has played a guarantor role in Monaco’s sovereignty, while
Italy shares cultural, economic, and infrastructural
linkages. With an EU-backed framework in place, both
France and Italy gain a predictable basis for collaboration
with Monaco on cross-border regulatory compliance,
fiscal coordination, and sectoral cooperation, reducing
uncertainties that might arise from ad hoc arrangements.
This codification also strengthens Monaco’s leverage in
bilateral discussions: by demonstrating alignment with EU
standards and expectations, Monaco can negotiate from a
position of recognised compliance and responsibility
rather than mere dependency, allowing it to assert

3 https://www.eif.org/flagship-initiatives/investeu/ccs-
guarantee-information
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strategic interests in transit, trade, environmental policy, and
mobility.

Beyond immediate bilateral relations, the codification
provides Monaco with a platform to enhance its international
profile. The principality can leverage the formalised EU
relationship to participate in transnational initiatives, such as
climate action programmes, digital innovation projects, and
regional competitiveness schemes, positioning itself as a
microstate capable of contributing to European policy
experimentation. Integration into EU frameworks also offers
visibility in multilateral fora, highlighting Monaco as a model
of compliance, governance, and sustainable development
despite its small size.

Furthermore, the codification opens possibilities for
institutional and symbolic influence. By participating in EU-
linked committees, expert groups, and reporting structures,
Monaco gains channels to project its expertise in finance,
environmental stewardship, and cultural diplomacy,
amplifying its soft power. It also creates opportunities for
regional collaboration initiatives, for instance in maritime
security, cross-border transport, and cultural tourism, where
Monaco can act as a nexus between larger EU actors and other
microstates.

In sum, the EU’s codification of relationships with Andorra,
San Marino, and Monaco provides a dual advantage: it
strengthens the principality’s structured interactions with
France and Italy while simultaneously offering mechanisms to
raise its international visibility and influence, framing Monaco

Cellule Europe

Strengthening Monaco’s Cellule Europe and diplomatic
service requires a strategic calibration that increases capacity,
visibility, and influence while respecting the principality’s
limited administrative and human resources. The goal is not
to replicate the scale of larger states’ foreign ministries, but
rather to enhance selectivity, expertise, and network leverage,
ensuring that Monaco acts efficiently and credibly within
European and international frameworks.

First, the Cellule Europe should focus on priority thematic
areas where Monaco can exercise comparative advantage and

24 https://en.gouv.mc/Policy-Practice/Monaco-
Worldwide/Diplomacy-and-International-Presence/bilateral-
relations/All-the-countries/European-Union
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not merely as a luxury enclave, but as a competent,
responsible, and strategically engaged European
microstate. In practice, the EEAS appears to lack both
interests, knowledge about and will to carry through. The
current Queen of the Microstates, as this percieved as
boring dossier and Uriaspost is known as in the EEAS,
languishes inside the Western Europe desk, if not
transiting into Club MED while the EU representation is
given a short shrift out of the EU Delegation Office in Paris,
serving the French government, OECD and UNESCO.24
Indeed, it seems to be prima facie piecemeal
incrementalism informed by French and Italian economic
interests that rules the day?5. While there is an internal
balance struck in the few agreements concluded to date
between the EU and Monaco, the overall results make it
difficult emancipate yourself from the impression that this
really is about leveraging Monaco’s relative dependency
on foreigners to run the city state in order to demand
concessions, une piraterie nabateen . Monaco’s bilateral
Embassy looks after EU affairs , something that is quite
normal in BRU. Prince Albert has appointed a High
Commissioner for European affairs leading the
department for External Relations in the princely
government, whose leader the state secretary France
either can veto or decides on.

Here, a Gallopini is truly needed.

generate tangible

impact. These include financial
regulation, environmental governance, cultural
diplomacy, maritime security, and urban innovation. By
concentrating on high-value domains, Monaco can deepen
technical expertise, produce policy-relevant contributions,
and maintain a presence in European decision-making
without diluting resources across peripheral areas.

Second, the principality should develop project-driven
diplomatic engagement. Rather than maintaining
extensive bilateral representation in every forum, Monaco
can participate selectively through task-oriented
delegations, thematic working groups, and EU-linked

% https://en.gouv.mc/Policy-Practice/Monaco-
Worldwide/Diplomacy-and-International-Presence/bilateral-
relations/All-the-countries/European-Union
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committees, tying staff effort directly to measurable outputs.
This model allows the diplomatic service to achieve visibility
and influence through tangible initiatives, such as Horizon
Europe collaborations, Interreg cross-border projects, or
cultural partnerships, rather than through high-maintenance
formal representation alone.

Third, coordination with France, Italy, and regional
microstates is essential. By leveraging established diplomatic
channels, Monaco can amplify its voice, co-host initiatives, and
align with broader EU or Mediterranean strategies, thereby
avoiding duplication. This collaborative approach allows
Monaco to punch above its weight by acting as a partner and
coordinator rather than an independent actor in every arena.
Fourth, knowledge management and internal specialisation
are key. Staff within Cellule Europe and the diplomatic corps
should be trained in EU policy processes, regulatory
frameworks, and project management, while maintaining a
core team of generalists capable of integrating cross-sector
initiatives. Digital tools, data dashboards, and targeted liaison
networks can enhance efficiency, enabling Monaco to
maintain strategic oversight without expanding headcount
excessively.

Finally, the principality should implement a tiered
engagement strategy, distinguishing between permanent
representation, temporary missions, and virtual participation.
Routine monitoring, reporting, and advisory functions can be
maintained with a lean team, while high-profile projects or
events can mobilise temporary task forces drawn from
government, research institutions, or cultural organisations.
This flexible model ensures sustained presence and influence,
preserves institutional memory, and prevents operational
overload.

In sum, Monaco can strengthen Cellule Europe and its
diplomatic service by focusing on high-impact domains, using
project-driven engagement, leveraging partnerships, building
internal expertise, and adopting flexible operational
structures. This approach maximises influence, aligns with EU
and regional initiatives, and safeguards the principality’s
limited resources, enabling strategic diplomacy that is both
credible and sustainable.

State of Play of the Negotiations between the EU and
Monaco

During 2022, Prince Albert Il stated: “The Principality of
Monaco is a privileged partner of the European Union, sharing
common values, particularly regarding human rights, the rule
of law, and the preservation of peace and the environment.”
During his New Year’s address, the Sovereign also stated: "Our
resolute commitment within the Council of Europe, as well as
in the ongoing discussions aimed at closer ties with the
European Union, constitute decisive priorities for the future of
our country."

The Sovereign has therefore tasked Isabelle Costa with
continuing discussions with the European Commission,
supported by her government, with "the objective of reaching
an association agreement that will preserve Monaco’s

26 https://lagazettedemonaco.com/actualites/politique/union-
europeenne-isabelle-costa-en-charge-des-negociations
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specificities and ensure the sustainability of the
Principality’s economic and social model.2¢

The EU-MC negotiations broke off in 2023, so talks have
been suspended for three years now.

Key Sticking Points from Previous Negotiations

Financial and Tax Transparency - The European Union
required Monaco to adopt stricter anti-money laundering
(AML) measures and enhanced reporting standards,
aiming to ensure full transparency in financial operations
and international compliance.

Corporate Taxation - The EU pushed for alignment with
minimum corporate tax levels to prevent tax competition
and ensure fair economic integration, challenging
Monaco’s traditional low-tax framework.

Labor Law and Social Policy - Brussels sought broader
harmonization of labor regulations and social protections.
Monaco, however, prioritized the preservation of its
distinctive social model, including employment structures
and welfare arrangements.

Sovereign Discretion - The EU demanded enforceable
compliance with certain regulatory frameworks, while
Monaco requested exemptions in order to maintain
flexibility over its microstate-specific economic and
administrative systems.

Here’s a professional, policy-oriented way to frame
potential solutions to these key sticking points, keeping
Monaco’s interests in mind while offering compromises
acceptable to the EU:

Potential Solutions to Key Sticking Points

Financial and Tax Transparency - Monaco could
implement a phased enhancement of AML and reporting
standards, exceeding current OECD/AEOI requirements,
paired with clear reporting timelines. Regular joint
monitoring with EU authorities would provide assurance
without sudden disruption to Monaco’s financial sector.

Corporate Taxation - Rather than full alignment with EU
minimum corporate tax immediately, Monaco could adopt
a tiered or sector-specific approach, targeting financial
and high-revenue companies while preserving favorable
conditions for small and strategic domestic enterprises.
This maintains competitiveness while addressing EU
concerns.

Labor Law and Social Policy - Monaco could negotiate
equivalency agreements where its labor and social
regulations are recognized as functionally compatible with
EU standards. This would satisfy EU harmonization goals
while preserving Monaco’s unique employment structures
and welfare provisions.
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Sovereign Discretion - A solution could involve tailored
exemptions or opt-in clauses in the association agreement for
areas critical to Monaco’s microstate economy, combined with
binding reporting and dialogue mechanisms. This balances
Monaco’s flexibility with EU enforcement expectations.

Cross-cutting Approach - Establishing a joint Monaco-EU
committee to oversee implementation of these measures
would ensure transparency, provide early warning of
compliance gaps, and allow adjustments over time, reducing
friction while building trust.

Reviving EU Association Agreement
Monaco’s Strategic Roadmap

Negotiations:

The Principality of Monaco would first need to establish a
strong political mandate and domestic consensus. This
involves the Sovereign explicitly prioritizing the resumption
of negotiations, while the government, including Finance,
Foreign Affairs, and Economic Affairs, presents a unified
position. Private sector actors, particularly in banking, real
estate, and tourism, would need to understand and accept
potential regulatory adjustments, ensuring that economic
stakeholders are aligned with the objectives of the talks.

Next, Monaco must define clear negotiation objectives
with the European Union. This requires identifying which
areas of EU law and policy it is willing to align with, such
as trade, taxation, and environmental standards, while
prioritizing sectors that would yield the greatest benefits,
including finance, digital services, and sustainable
tourism.

Regulatory alignment is critical to advancing discussions.
Monaco would need to demonstrate further compliance
with EU anti-money laundering and counter-terrorist
financing rules while maintaining adherence to OECD and
AEOQI standards, including the 2025 protocol updates.
Some alignment with EU labor and social law may also be
necessary to facilitate access to the internal market, while
safeguarding Monaco’s unique social and economic model.
Legal and economic safeguards must be incorporated into
any agreement. Monaco would aim to preserve its
specificities, negotiating exemptions or tailored
arrangements in areas such as corporate taxation, small-
scale finance regulation, and sovereign revenue
structures. These measures are essential to ensure that the
luxury tourism, real estate, and financial sectors remain
robust and sustainable.

Reviving EU Association Agreement Negotiations:
Monaco’'s Strategic Roadmap

Political Mandate & Consensus

Sovereign priority, unified government
stance, and private sector buy-in.

AML compliance, tax transparen

standards, social law adjustments.

Regulatory Alignment

Technical Preparations

Impact studies, draft proposals,
phased implementation.

Public Communication §
<

Transparency, inform
& reassure public.

Define Objectives

Align with EU trade, tax,
and environmental areas.

Legal & Economic Safeguards

Preserve Monaco’s specificities
& economic model.

Key Sticking Points —

.
gillly
Financial
Transparency

Corporate Taxation

Technical preparations involve conducting detailed impact
studies to assess the economic, social, and fiscal effects of EU
law adoption. Draft treaty proposals and phased
implementation roadmaps would provide clarity on
integration timelines, monitoring, and dispute resolution
mechanisms.

Negotiation strategy would ideally follow a phased approach,
beginning with less contentious areas such as environmental

randspublications.org/index.php/ijssll

OB, Ak

Labor & Social Policy

Resolving issues on finance, tax, labor, and regulatory alignment

Regulatory Demands

standards and digital trade, and gradually addressing
sensitive issues such as finance and taxation. Monaco
could leverage its strategic value in regional stability,
tourism, and innovation to encourage EU flexibility, while
also engaging France as a facilitator to maximize
diplomatic support.

Public communication and diplomacy play a central role in
ensuring broad support. Transparency and effective
information sharing with domestic and EU audiences
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would help foster acceptance, while emphasizing the benefits
of economic stability, security cooperation, and international
credibility. Residents and businesses must be reassured that
the core elements of Monaco’s model would be maintained.
Previous negotiations have identified key sticking points,
including EU demands for greater financial and tax
transparency, alignment with corporate taxation standards,
broader harmonization of labor and social policies, and
enforceable regulatory requirements where Monaco sought
exemptions. Addressing these issues thoughtfully will be
critical to any successful resumption of talks.

Internal Market

As part of the association agreement with the EU, the
microstates engagement with the EU’s internal market has
been put in the agenda?’. Let’s analyze what it would take for
Monaco to become a full member of the European Single
Market, considering its strengths, weaknesses, opportunities,
threats (SWOT), and the broader implications for the
principality. I'll provide a cross-tab style framework for
clarity.

1. Preconditions for Single Market Membership

Monaco is not an EU member, but is currently integrated
through sectoral agreements with the EU, mainly via its
monetary union with France (using the euro) and partial
alignment with EU law in services, financial regulation, and

27 https://www.eeas.europa.eu/eeas/european-union-and-
principality-monaco_en

customs. Full Single Market membership would require:

Legal and regulatory alignment: Harmonizing
Monaco’s laws with the EU acquis across free
movement of goods, services, capital, and persons.
Customs and border integration: Although Monaco
is open-border with France, formal participation in
customs, VAT, and trade facilitation systems would be
necessary.

Institutional adaptation: Accepting participation in
EU oversight and dispute settlement mechanisms
(CJEU or equivalent arbitration).

Financial contribution: Paying into EU budgets,
likely proportionate to GDP, similar to non-EU
countries like Norway or Switzerland (EEA-style
arrangement).

Policy alignment: Commitment to EU competition
rules, state aid limits, and labor/social legislation.

2.SWOT Analysis: Monaco & EU Single Market

randspublications.org/index.php/ijssll
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Strength Weaknesses Opportunities Threats
Dimension
High-value financial Limited industrial Access to 450M Loss of regulatory
services, luxury base, small domestic consumers, easier flexibility, exposure
Economic tourism, maritime market, high capital flows, to EU competition,
finance, small and dependence on expansion of service potential fiscal
flexible economy external partners exports pressure
Agile, stable Limited bargainin Risk of political
5 '8 g Influence through b
. government, strong power in EU . e overreach by larger
Political / . . o . niche specialization
international decision-making, . L member states, loss
Governance . . (finance, maritime . .
reputation, neutral microstate of sovereignty in
. . law, luxury sector) i
diplomacy constraints regulation
. Needs Full integration of Complexity and cost
Already partially : 5 p ty :
. ; comprehensive legal frameworks of compliance, risk
aligned with EU law . . o e1e .
Regulatory / Legal (finance, VAT alignment with EU enhances credibility of losing
’ ’ acquis; adaptation and cross-border competitive
customs) .
costs trade regulatory niches
Strong brand, . e
. 8 . Small domestic Attract global talent, Cultural dilution if
Cultural / Soft international L .
. . population limits expand cultural and | EU norms constrain
Power prestige, high- . . . e
. domestic innovation business networks local initiatives
profile events
. B r r
. . . Small GDP base limits Access to EU udget pressure
High fiscal capacity, from EU
. . . . EU budget structural funds, o
Financial / Fiscal | wealthy population, o . contributions;
contributions broader investment . .
low debt a1 o possible fiscal
flexibility opportunities o
harmonization

3. Implications for Monaco

Economic Implications: Full market access would facilitate
service exports, financial integration, and cross-border
business, but could pressure Monaco to harmonize tax and
competition policies, potentially eroding some fiscal

advantages.
Regulatory Implications: Monaco would need extensive
legislative reform, aligning sectors like labor law,

environmental standards, digital services, and consumer
protection. Some niche advantages, especially in banking
secrecy or tax regulation, might need modification.

Political Implications: While Monaco gains a voice in Single
Market policymaking, its small size limits influence. It would
likely require special arrangements, akin to Norway or
Liechtenstein, to protect sovereignty in non-critical areas.
Social / Cultural Implications: Integration could boost
migration, labor mobility, and talent inflow, benefiting high-
skill sectors, but would require adjustments to local residency
and social systems.

Energy Supply: This is a shared competence regulated under
the TFEU 194, derived from internal market legislation,
stipulating a division of labor whereby the EU Commission
deides on must ensure the fonctioning of the energy market,
ensure energy supplu security in the Eu, promote energy

efficiency and renewable energy and promote the stitching
together of the energy nets. The implication is the energy
supply security is a shared concern, subject to the member
states prerogative in deciding the conditions for the
exploitation of their energy sources, their right to choose
between different sources of energy and the general
structure in their energy supply. Thus, the EU regulates the
market, can decide on gas storage, solidarity and network
and coordinate and harmonise energy supply security. The
member states decides themselves how they will ensure
energy security, chose energy supply sources (coal, gas,
atomc and renewablws) and determines the energy mix.
While Monaco has a right to energy security in principle,
any physical generation must be coordinated with France.
Integration into the EU internal energy market would
improve access to electricity, diversify sources, and allow
participation in renewable energy trading and grid
balancing, but Monaco would remain physically
dependent on France. Its best path is a combination of
localized renewables like rooftop solar and microgrids,
joint offshore initiatives with France, and hosting marine
energy R&D. This approach enhances energy security and
sustainability without violating existing agreements.

In the energy context, a SMR stands for Small Modular
Reactor, a type of nuclear reactor designed to be smaller,
factory-built, and modular, compared with traditional

randspublications.org/index.php/ijssll
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large nuclear plants. SMRs typically generate between 50-300
MW of electricity per unit and can be installed incrementally,
allowing a country to scale capacity gradually.

For Monaco, an SMR would be theoretically appealing because
it offers a compact, high-output, low-carbon energy source
suitable for limited space. However, there are significant
constraints: Monaco’s tiny territory, its lack of existing nuclear
infrastructure, and strict safety and regulatory requirements,
especially given French oversight of energy and
environmental issues. Monaco has clashed repeatedly with
France over its rights to autonomous energy supply,
something that would be underlined by Monaco applying
relevant EU energy legislation, thus displace the point from
where France asserts its interests and exercise its veto power
over the statelet, albeit not making it impossible for Paris to
influence Monaco’s political and commercial choices.
Monaco’s ratification of the International Atomic Energy
Agency (IAEA) Convention formally situates the principality
within the international legal and regulatory framework
governing the peaceful use of nuclear energy. This
commitment entails adherence to IAEA safety standards, the
implementation of rigorous safeguards to prevent the
diversion of nuclear material for non-peaceful purposes, and
cooperation with reporting and inspection regimes
established under the Convention. In the specific context of
procuring a Small Modular Reactor (SMR), ratification
underscores Monaco’s readiness to ensure that any nuclear
technology acquisition complies with internationally
recognized safety, security, and non-proliferation norms. It
further establishes a legal and normative basis for integrating
SMR-related activities into domestic legislation and
regulatory oversight, thereby facilitating both international
trust and technical cooperation. Although Monaco currently
lacks conventional nuclear infrastructure, its formal
alignment with IAEA protocols would provide the necessary
institutional and legal framework to govern the safe, secure,
and responsible deployment of an SMR.

Monaco’s maritime territory is extremely limited and densely
used, making traditional offshore wind farms challenging but
not impossible. The first step is to clarify Monaco’s maritime
jurisdiction, negotiating the extent of its territorial sea and
EEZ with France to secure areas for renewable energy
deployment under international law.

Monaco does currently not claim an EEZ. Monaco’s usable
maritime space is under 5 km from the shore, highly

28 https://www.thewindpower.net/operator_en_4536_monaco-
energies-renouvelables.php
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congested, and mostly dedicated to ports, marinas, and
limited marine conservation or small-scale renewable
energy projects. Large-scale offshore projects (e.g., wind
farms) are largely impossible without French
cooperation.

Given the narrow continental shelf and relatively deep
waters, large fixed-foundation turbines are unlikely to be
feasible. Monaco could instead focus on floating offshore
wind turbines and hybrid energy platforms that combine
wind with hydrogen production or aquaculture,
transforming deep waters into renewable energy
territory.z8

Regional cooperation is crucial. Monaco can participate in
joint offshore wind projects with France and EU partners,
co-owning capacity while hosting financial, research, or
innovation components. Nearshore, low-impact
technologies like small vertical-axis turbines or marine-
integrated platforms could be deployed in harbours or
sheltered areas without disrupting tourism or navigation.
Integration into the grid is essential. Underwater
transmission links and smart grid infrastructure would
allow Monaco to use wind energy for local consumption,
storage, or export, enhancing energy security and stability.
Simultaneously, Monaco could build a strategic research
hub for floating wind, marine energy convergence, and
environmental assessment, leveraging intellectual capital
to amplify its regional influence.

Environmental and social licence should guide all
initiatives. Thorough biodiversity =~ assessments,
stakeholder engagement, and visual impact mitigation will
align Monaco’s renewable efforts with its ecological
leadership. By aligning with EU and Mediterranean
renewable roadmaps, Monaco can co-invest in recognised
infrastructure, participate in regional planning, and access
EU and private green financing.

Strategically, integrating wind energy would diversify
Monaco’s energy mix, enhance sustainability and climate
leadership, create economic opportunities in green
finance and technology, and secure a scalable role in EU
energy networks. Through strategic partnership,
technological adaptation, and niche innovation, Monaco
can transform maritime constraints into renewable
opportunity.
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Wind Energy Deployment in Monaco

with France
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Undersea Power Cable
Grid Link to France

Monaco’s more practical route remains localized renewables,
microgrids, floating solar, and participation in cross-border
EU energy markets, with SMR technology possibly relevant
only as a long-term, collaborative research and demonstration
project in partnership with France or regional institutions.

Schengen

Visa-free Movement: Citizens of Monaco, Andorra, and San
Marino enjoy de facto unrestricted mobility within the
Schengen Area, facilitated by the absence of routine border
controls with their respective neighboring Schengen states.

Indirect Institutional Participation: Although these
microstates derive tangible benefits from the Schengen
framework, they remain external to the decision-making
apparatus, lacking formal voting rights and any capacity to
directly influence the development or amendment of
Schengen policies.

Security Integration: Law enforcement coordination, border
management, and information exchange are mediated
through the adjacent Schengen member state—France for
Monaco, France and Spain for Andorra, and Italy for San
Marino—ensuring functional participation in regional
security mechanisms despite the absence of direct
membership.

Economic and Tourism Implications: Integration into the
Schengen system supports enhanced economic interaction,
including cross-border labor mobility, regional commerce,
and tourism flows, thereby strengthening the microstates’
connectivity to EU markets and their attractiveness as
destinations for international visitors.

Institutional  Limitations: Notwithstanding  these
advantages, the microstates remain constrained in their
capacity to influence Schengen governance; any modifications
to the regulatory or operational framework must be
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negotiated indirectly through their respective neighboring
states.
1. Legal and Institutional Implications

e Direct Treaty Obligations: Accession would
require these microstates to ratify the Schengen
Convention and implement all associated legal
frameworks, including border management, visa
policy, and data protection rules.

e Full Participation in Governance: Unlike their
current indirect participation, accession would
confer formal voting rights in Schengen
decision-making bodies, enabling them to
influence policy, amend rules, and participate in
intergovernmental consultations.

e Harmonization of Domestic Law: Domestic
legislation would need to be aligned fully with
Schengen acquis, including policing, customs,
asylum procedures, and judicial cooperation.

2. Border and Mobility Implications

e Elimination of Border Controls: While borders
with neighboring countries are already largely
open, formal accession would legally enshrine the
absence of routine border checks and standardize
procedures for third-country nationals.

e Schengen Visa Authority: The microstates
would gain the ability to issue Schengen visas
independently, subject to EU/Schengen
regulation compliance, reducing dependency on
France, Spain, or Italy.

3. Security and Law Enforcement Implications
e Direct Integration into Schengen Information
Systems: Microstates could participate directly in
SIS 1II, allowing real-time data exchange on
wanted persons, stolen goods, and security
threats without intermediaries.

randspublications.org/index.php/ijssll
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Enhanced Cross-Border Cooperation: Law
enforcement, customs, and border agencies could
coordinate more seamlessly with other Schengen
members, strengthening regional security and crisis
response capacity.

4. Economic and Tourism Implications

Increased Autonomy in Tourism and Trade
Policy: Direct Schengen membership could facilitate
independent promotional and visa policies for
tourists and business travelers.

Enhanced Market Access: Full integration could
make cross-border labor and commerce more
predictable, potentially increasing economic flows
and investment attractiveness.

Financial and Administrative Costs: Compliance
with Schengen standards, including IT systems,
border management infrastructure, and police
training, could impose significant fiscal and
administrative burdens relative to the microstates’
small size.

5. Political and Strategic Implications

Greater International Visibility: Accession would
elevate their international profile as fully integrated
Schengen actors rather than peripheral participants.
Sovereignty Considerations: While Schengen
accession enhances participation, it also entails
shared sovereignty over border and security policy,
requiring careful political negotiation to preserve
autonomy.

Regional Diplomacy: Relationships with France,
Italy, and Spain would shift from bilateral
intermediaries to multilateral partners, potentially
recalibrating local influence dynamics.

Formal accession would transform these microstates from
de facto beneficiaries of Schengen rules to full-fledged
participants, granting them legal rights, policy influence,
and direct operational integration. However, it would also
increase compliance obligations, administrative costs, and
shared governance responsibilities, necessitating careful
balancing of sovereignty, capacity, and strategic priorities.

Strategic Implications: Full Single Market membership
would elevate Monaco from a peripheral observer to a
fully recognized EU economic actor, conferring enhanced
credibility, magnetic appeal to high-value firms, and a
multiplier effect on investment, finance, and event-driven
tourism. Yet, this increased stature comes at a tangible
cost: the principality would cede elements of its regulatory
agility, discretionary fiscal niches, and sovereign
flexibility, trading bespoke governance for standardized
integration—a  tension between influence and
independence, that must be carefully navigated. In
practice, accession to the Single Market or Schengen
framework by microstates such as Monaco is likely to
entail a “a la carte” or selective application of acquis
provisions, reflecting both the principality’s desire to
preserve regulatory and fiscal autonomy and the EU’s
insistence on uniform compliance. Such an arrangement
would imply a negotiated bifurcation of obligations, with
certain sectors—such as free movement of capital,
financial services, or tourism facilitation—fully integrated,
while others—particularly sensitive fiscal, social, or
administrative domains—remain partially exempt or
subject to transitional arrangements. This selective
engagement underscores the tension between sovereignty
preservation and deep integration, signaling that any
accession would be less a full harmonization than a
tailored, negotiated compromise, calibrated to reconcile
microstate capacities with EU norms.

Cross-tab Summary
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. Strategic
Aspect What Monaco Has What is Needed .o
Implication
Gains full free
s . . movement of
Market Access Partlzill integration Full' Single Market goods, services,
(via France) integration .
capital, and people;
opens EU networks
Enhances
Regulatory Partial (finance, Complete EU acquis credibility but
Alignment VAT, customs) alignment reduces regulatory
flexibility
. . . Formgl Access to funds but
Fiscal High per capita proportional otential fiscal
Contribution revenue contribution to EU p
burden
budget
Voice in

Governance / Neutral, agile

Mechanisms for EU
participation,

policymaking, but

Representation decision-making . . small-state
dispute resolution . .
influence limited
Expansion
Financial services opportunities in
Economic . | Adapt sectors to EU services and
. err e luxury tourism, . . !
Diversification s compliance sustainable finance,
maritime . )
but risk to fiscal
advantages
International Coordination with Strengthens
Cultural / Soft . . . 5
Power prestige, high- EU norms for labor, | regional and global
profile events mobility positioning
In short, Monaco’s path to Single Market membership is measures, maintains a distinctive and potentially
feasible, but it hinges on a carefully structured negotiation influential presence in multilateral Mediterranean

framework. It would require strategic bargaining to preserve
key fiscal and regulatory niches, substantial investment in
legal and institutional alignment, and acceptance of limited
influence over policymaking. The negotiation should be
framed around Monaco’s value proposition: its high-end
finance, luxury tourism, and maritime expertise contribute to
the Single Market without creating systemic risks, positioning
Monaco as a specialized, high-value member.

Rules of thumb for the negotiation include: clearly defining
non-negotiable fiscal and regulatory flexibilities, proposing
phased integration to demonstrate compliance without
abrupt disruption, leveraging soft power through event and
cultural diplomacy, and aligning technical standards
incrementally with EU directives. The upside is stronger
economic integration, enhanced credibility, talent inflow, and
boosted event-based competitiveness. The downside is
potential loss of regulatory agility and some fiscal advantages,
which must be mitigated through careful treaty language and
opt-out clauses where feasible.

This approach transforms membership from a purely legal
process into a strategically framed partnership, emphasizing
Monaco’s unique contributions while safeguarding its
sovereignty.

10. Monaco and the Union for the Mediterranean:
Strategic Engagement and Pathways for Enhanced
Influence

Monaco, though a microstate by territorial and demographic

governance, particularly within the framework of the
Union for the Mediterranean (UfM). Established in 2008 to
foster regional cooperation among EU member states and
Mediterranean partner countries, the UfM addresses a
wide spectrum of political, economic, environmental, and
cultural challenges. Monaco participates as an observer
and partner state, leveraging its unique combination of
diplomatic visibility, specialized expertise, and financial
capacity to contribute meaningfully to initiatives in areas
such as marine biodiversity, sustainable development,
cultural exchange, and climate resilience.
Despite its limited population and territorial footprint,
Monaco is positioned to transform its UfM engagement
from largely symbolic participation into a strategic, high-
impact role. A multi-dimensional approach could include:
1. Thematic Specialization and Institutional
Integration
Monaco can consolidate its credibility by focusing on
areas of comparative advantage, including marine
conservation, blue economy initiatives, climate
adaptation, and renewable energy projects. By
systematically embedding its experts within UfM
working groups and technical committees, Monaco
can ensure that its contributions influence regional
policy agendas and project prioritization, rather than
remaining peripheral.
2. Strategic Partnerships and Knowledge Brokerage
The principality can expand its influence through
partnerships with Mediterranean NGOs, research
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institutions, and specialized foundations. Acting as a
knowledge broker, Monaco can connect scientific
expertise with policy design and implementation,
enhancing the UfM’s operational capacity while elevating
Monaco’s profile as a hub for evidence-based
Mediterranean governance. There is the EuroMesco-
network.

3. Financial Leverage and Co-Funding Mechanisms
By allocating targeted financial and technical resources to
UfM projects—whether in marine conservation, climate
adaptation, or sustainable urban development—Monaco
can move from symbolic participation to strategic
enabler, demonstrating the tangible impact of its
contributions relative to its size. Co-funding initiatives
also increase Monaco’s visibility in decision-making
circles, positioning it as a credible partner for EU member
states and Mediterranean governments alike.2°

4. Strategic Alignment with DGMENA Priorities
Monaco’s strategic influence within the Union for the
Mediterranean (UfM) can be substantially strengthened
by aligning its initiatives with the European Commission’s
Directorate-General for the Middle East, North Africa and
the Gulf (DG MENA). This newly established DG serves as
the Commission’s entry point for engagement with
Mediterranean partner countries, bringing together
policy, technical and financial support mechanisms for the
region, including facets of the UfM agenda. DG MENA’s
mandate encompasses strategic objectives such as
climate resilience, economic stability, migration
governance, energy cooperation, and regional security. By
designing and advocating projects that correspond to
DG MENA’s policy frameworks and funding priorities,
Monaco can enhance its operational impact, access
co-financing opportunities at the EU level, and increase its
visibility within both ministerial and technical fora,
thereby reinforcing its role as a proactive and credible
actor in Mediterranean multilateral cooperation.

5. Institutionalized Coordination and Long-Term
Strategy
To ensure continuity and influence, Monaco could
establish a dedicated UfM coordination unit within its
Department of Foreign Affairs or the Prince’s
Government. This unit would manage project pipelines,
maintain technical and diplomatic networks, and track
alignment with regional priorities and EU standards,
ensuring that Monaco’s contributions are coherent,
sustained, and strategically impactful.

In sum, Monaco’s potential as a strategic actor within the UfM

derives not from size but from concentration of expertise,

agility in decision-making, and high-profile international
legitimacy. By integrating thematic specialization, knowledge
brokerage, financial leverage, and alignment with DG NEAR

priorities, Monaco can evolve from a peripheral observer to a

policy-influencing partner, demonstrating that microstates

can play a disproportionately substantive role in regional
governance. Such engagement would reinforce Monaco’s

2 https://projects.research-and-
innovation.ec.europa.eu/en/funding/funding-
opportunities/funding-programmes-and-open-calls/horizon-
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international profile while advancing the UfM’s objectives
of sustainable development, climate resilience, and
inclusive Mediterranean cooperation.

11.Monaco as a Tax Haven

Monaco is highly attractive to wealthy individuals seeking
residency advantages, yet its influence on global corporate
tax structures is limited compared with major financial
centers. Compared to neighboring European states like
France and Italy, Monaco’s fiscal identity is highly
distinctive: it offers a rare blend of luxury, exclusivity, and
financial neutrality that reinforces its reputation as a
specialized, high-prestige microstate within the global
network of tax-friendly jurisdictions.

Monaco’s positioning in the Corporate Tax Haven Index
(CTHI) reveals a fiscal model that combines high nominal
competitiveness with constrained global impact. Its profile
illustrates how a microstate can leverage fiscal autonomy
while remaining largely insulated from the pressures of
EU-level tax harmonisation.

Monaco’s maximum score on the corporate tax rate
indicator reflects the availability of extremely low effective
taxation  under  specific conditions. From a
competitiveness perspective, this sustains Monaco’s
appeal to firms prioritising tax efficiency, particularly in
capital-light or service-oriented sectors. At the same time,
the selective application of corporate taxation—most
notably the taxation of firms generating the majority of
their turnover abroad—functions as a stabilising
mechanism that limits outright base erosion. This dual
structure enables Monaco to preserve fiscal sovereignty
while avoiding direct confrontation with EU norms on
harmful tax competition.

The intermediate score on loopholes and exemptions
indicates a system that is neither fully permissive nor
tightly constrained. This configuration allows Monaco to
retain policy flexibility by offering targeted exemptions
without institutionalising broad-based avoidance
channels. In comparative terms, this positions Monaco as
less aggressive than classic offshore centres, yet more
permissive than high-tax EU member states. Such
calibrated permissiveness supports competitiveness
while reducing reputational and regulatory risks vis-a-vis
the European Union.

Monaco’s relatively high transparency score signals
partial convergence with OECD and EU standards,
particularly in accounting and reporting requirements.
Remaining gaps—most notably the limited publication of
tax rulings—reflect a deliberate choice to balance investor
confidentiality against international scrutiny. Incremental
improvements in transparency would likely enhance
Monaco’s credibility and reduce uncertainty for
multinational firms, without necessitating formal
integration into EU fiscal governance structures.

The very high score on anti-abuse protections indicates

europe/eu-missions-horizon-europe/restore-our-ocean-and-
waters/blue-bond
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strong statutory safeguards against profit shifting through
intra-group payments, royalties, or controlled foreign entities.
These measures serve a dual function: they protect Monaco
from being characterised as a conduit jurisdiction, and they
reinforce its claim to regulatory responsibility despite low
effective tax rates. In this sense, robust anti-abuse rules
underpin Monaco’s ability to defend fiscal independence while
remaining compatible with EU and OECD expectations.
Monaco’s low score on tax treaty aggressiveness reflects a
limited and non-expansive treaty network. While this
constrains the jurisdiction’s utility for large-scale treaty
shopping, it also significantly reduces exposure to EU and
OECD pressures regarding aggressive tax planning. Selective
expansion of bilateral agreements—particularly with non-EU
partners—could enhance economic integration without
drawing Monaco into EU-centric tax coordination
frameworks.

Taken together, Monaco’s CTHI profile illustrates a model of
selective tax competitiveness. High headline attractiveness is
moderated by strong anti-abuse rules, limited treaty
aggressiveness, and partial transparency alignment. This
configuration allows Monaco to remain outside the EU’s
internal market and corporate tax harmonisation initiatives
while maintaining sufficient legitimacy to avoid blacklisting or
formal sanctions.

From a strategic perspective, incremental adjustments—
rather than structural convergence with EU tax regimes—
offer the greatest scope for competitiveness gains.
Refinements in transparency, targeted treaty expansion, and
carefully designed exemptions could enhance Monaco’s
appeal to international firms while preserving its status as a
fiscally autonomous microstate.

Implications for Tax Competitiveness and EU-
Independent Fiscal Positioning

Monaco’s positioning in the Corporate Tax Haven Index
(CTHI) reveals a fiscal model that combines high nominal
competitiveness with constrained global impact. Its profile
illustrates how a microstate can leverage fiscal autonomy
while remaining largely insulated from the pressures of EU-
level tax harmonisation, while selectively aligning with
international standards where reputational or market access
considerations prevail.

Monaco’s maximum score on the corporate tax rate indicator
reflects the availability of extremely low effective taxation
under specific conditions. From a competitiveness
perspective, this sustains Monaco’s appeal to firms
prioritising tax efficiency, particularly in capital-light or
service-oriented sectors. At the same time, the selective
application of corporate taxation—most notably the taxation
of firms generating the majority of their turnover abroad—
functions as a stabilising mechanism that limits outright base
erosion. This dual structure enables Monaco to preserve fiscal
sovereignty while avoiding direct confrontation with EU
norms on harmful tax competition.

30https://www.oecd.org/content/oecd/en/search.html?g=mona
co&orderBy=mostRelevant&page=08&facetTags=oecd-
languages%3Aen

The intermediate score on loopholes and exemptions
indicates a system that is neither fully permissive nor
tightly constrained. This configuration allows Monaco to
retain policy flexibility by offering targeted exemptions
without institutionalising broad-based avoidance
channels. In comparative terms, this positions Monaco as
less aggressive than classic offshore centres, yet more
permissive than high-tax EU member states. Such
calibrated permissiveness supports competitiveness
while reducing reputational and regulatory risks vis-a-vis
the European Union.

Monaco’s relatively high transparency score signals
partial convergence with OECD and EU standards,
particularly in accounting and reporting requirements.
Remaining gaps—most notably the limited publication of
tax rulings—reflect a deliberate choice to balance investor
confidentiality against international scrutiny. Incremental
improvements in transparency would likely enhance
Monaco’s credibility and reduce uncertainty for
multinational firms, without necessitating formal
integration into EU fiscal governance structures.

The very high score on anti-abuse protections indicates
strong statutory safeguards against profit shifting through
intra-group payments, royalties, or controlled foreign
entities. These measures serve a dual function: they
protect Monaco from being characterised as a conduit
jurisdiction, and they reinforce its claim to regulatory
responsibility despite low effective tax rates. In this sense,
robust anti-abuse rules underpin Monaco’s ability to
defend fiscal independence while remaining compatible
with EU and OECD expectations.30

Monaco’s low score on tax treaty aggressiveness reflects a
limited and non-expansive treaty network. While this
constrains the jurisdiction’s utility for large-scale treaty
shopping, it also significantly reduces exposure to EU and
OECD pressures regarding aggressive tax planning.
Selective expansion of bilateral agreements—particularly
with non-EU partners—could enhance economic
integration without drawing Monaco into EU-centric tax
coordination frameworks.

Although Monaco lies outside the European Union and the
internal market, it is indirectly affected by EU tax
harmonisation debates through regulatory spillovers,
reputational dynamics, and the extraterritorial effects of
EU legislation. EU initiatives increasingly seek to reduce
tax competition within and around the Union, blurring the
distinction between member states and closely connected
third jurisdictions.

In this context, Monaco occupies an intermediate position.
It is sufficiently aligned with international standards to
avoid classification as a non-cooperative jurisdiction, yet
structurally insulated from binding EU tax law. This allows
Monaco to act as a selective adapter rather than a rule-
taker: it can voluntarily mirror certain EU or OECD
standards to preserve access and legitimacy, while
retaining discretion over core elements of its tax model.

randspublications.org/index.php/ijssll
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The CTHI profile suggests that this strategy has so far been
effective in containing external pressure without eroding
fiscal autonomy.

BEFIT aims to introduce a common corporate tax base and
formulaic apportionment for large multinational groups
operating within the EU. While Monaco is formally outside the
scope of BEFIT, the framework may indirectly affect firms
with operational links to both Monaco and EU member
states.3! For Monaco, BEFIT reinforces the strategic
importance of substance requirements and operational
clarity, as artificial profit allocation to low-tax jurisdictions is
likely to face increasing scrutiny at the EU level.

ATAD represents the EU’s core legislative instrument against
base erosion and profit shifting, including rules on interest
limitation, controlled foreign companies, and hybrid
mismatches. Monaco’s high score on anti-abuse protections
indicates substantial functional convergence with ATAD
principles, despite the absence of legal obligation.32 This
convergence strengthens Monaco’s defensive position in
regulatory dialogues with EU institutions and member states,
reducing the likelihood of being targeted through defensive
measures or reputational sanctions.

The global minimum effective tax rate under Pillar Two poses
the most significant long-term challenge to Monaco’s low-tax
appeal. While Monaco is not directly bound by EU
implementation of Pillar Two, multinational groups
headquartered or operating in EU countries may face top-up
taxes that neutralise Monaco’s low effective rates. This shifts
Monaco’s competitive advantage away from purely fiscal
considerations toward non-tax factors such as legal certainty,
political stability, lifestyle advantages, and regulatory
predictability.

Monaco’s CTHI profile illustrates a model of contained tax
competitiveness: high headline attractiveness is moderated by
strong anti-abuse rules, limited treaty aggressiveness, and

partial alignment with transparency standards. In the
evolving landscape of EU tax harmonisation and global
minimum taxation, Monaco’s capacity to remain
competitive will depend less on aggressive fiscal
differentiation and more on its ability to position itself as
a credible, stable, and well-regulated jurisdiction outside
the EU framework.33

Incremental adaptation—rather than formal
convergence—appears to offer the most viable path
forward. By selectively aligning with BEFIT-adjacent
substance  norms, maintaining ~ ATAD-compatible
safeguards, and strategically responding to Pillar Two’s
indirect effects, Monaco can preserve fiscal independence
while sustaining its role as a high-value, low-scale financial
and corporate hub.

Comparative Perspective on Micro-States and the
relationship with the EU

In the chequered history of European diplomacy it is the
existence of the EU and OECD that has has mattered the
most when it comes to the regulation and demands for
transparency concerning tax and anti-money laundering.
The EU’s raison d’étre is very much to that of ensuring
integration by law as the EU law originates in international
law and is a particularly binding form of international law.
The status of France and Italy is key to how the EU’s
relationship with the micro-states has evolved, but in fact
there is no obvious reasons otherwise as well why they
should not be administered as Mediterranean countries,
who all also have the choice participate in the internal
market au menu or a la carte except they don’t have a
constitutional link to France and Italy, as does San Marino
and Monaco and the Andorra, which has involved several
court cases adumbrating the status of the French co-
regent. Let us have a closer look at how these intriguing
things play out.

Table
Constitutional Form | Relationship EU OECD / Global Tax Special
Microstate of Governance with France | Relationshi Transparency Transparency Notes
p Alignment & AML
Implementatio
n
Parllam'enta.lry No formal ' EU Member of OECD Implements Banking
Republic with French co- microstate OECD- sector
: . . Global Forum on : . .
. Captains Regent; prince link; | agreements compliant historically
San Marino . . . Transparency; .
dual executive historical only; not exchange of | opaque until
. adheres to FATF ) .
rotating every 6 cultural and EU AML standards information OECD/EU
months; trade ties member; (EOI) and CRS; pressure;

31 https://taxation-customs.ec.europa.eu/taxation/business-
taxation/business-europe-framework-income-taxation-befit_en
32 https://taxation-customs.ec.europa.eu/taxation/business-
taxation/anti-tax-avoidance-directive_en
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33 https://composite-
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tax-haven-index
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Key Observations from the Comparative Analysis of
Microstate Governance and Financial Compliance

Governance Structures and Compliance Implementation
The form of governance in microstates significantly shapes the
implementation of tax transparency and
anti-money-laundering (AML) measures. Jurisdictions
characterized by concentrated executive authority, such as
constitutional monarchies or co-principalities (Andorra,
Monaco, Liechtenstein, and Vatican City), demonstrate an
enhanced capacity for rapid statutory and regulatory reform.
Nevertheless, symbolic elements embedded within these
structures—most notably the French co-prince in Andorra—
introduce external diplomatic pressures that can influence the
timing and scope of legal adaptation. By contrast,
parliamentary republics with rotating executive leadership,
exemplified by San Marino, tend to negotiate sustained
reforms through more complex political processes, reflecting
the dispersal of decision-making authority.

France’s Role in Andorra and Monaco

France exerts a unique constitutional and operational
influence on certain microstates. In Andorra, the French
president’s status as co-prince confers formal constitutional
leverage, which has historically facilitated the accelerated
adoption of Common Reporting Standard (CRS) measures and
strengthened AML enforcement. In Monaco, France functions
primarily as a partner in customs and defense arrangements,
with alignment to EU regulatory frameworks partially
mediated through French oversight. These relationships
underscore the broader impact of bilateral dependencies on
microstate compliance strategies.

European Union Interaction

Despite none of the five jurisdictions being formal EU
members, selective engagement with EU frameworks—
spanning customs, value-added tax (VAT), and banking
transparency regimes—remains significant. EU-driven
pressures, particularly following the 2008 financial crisis,
have catalyzed regulatory reform even in microstates with

Table

high constitutional sovereignty, such as Vatican City and
Liechtenstein, highlighting the extraterritorial influence of
EU governance norms.

Adoption of OECD and Global Standards

All five microstates demonstrate membership in or
compliance with the OECD Global Forum on Transparency,
implementing standards for exchange of information
(EOI) and CRS reporting. Variations in timing and pace are
evident: Liechtenstein and Monaco emerged as early
adopters between 2009 and 2015; Vatican City initiated
major reforms post-2013; Andorra and San Marino
implemented significant adjustments from the mid-2000s
through the late 2010s. These differences reflect both
domestic institutional capacity and the intensity of
external regulatory pressures.

AML and Tax Transparency Implementation

Across all jurisdictions, AML legislation has been
harmonized with Financial Action Task Force (FATF)
standards, though enforcement capacity and regulatory
sophistication vary. Andorra and Monaco, historically
associated with high-profile banking secrecy, undertook
substantial reforms under diplomatic and reputational
pressure. Vatican City’s reforms are distinguished by the
intersection of religious authority and sovereign
governance, yet contemporary international oversight
mechanisms have now become standard, aligning the city-
state with broader global compliance expectations.

Monaco’s Global Competitiveness as Tax Haven

To increase its attractiveness to corporate tax structures
across Europe, the Middle East, Africa, the Americas, or
Asia, Monaco would need to adopt a multi-dimensional
strategy that balances fiscal competitiveness, regulatory
clarity, and global integration while preserving its core
identity. First, it could streamline corporate tax
incentives by offering targeted, transparent reductions or
exemptions for specific sectors such as fintech, green
technology, or creative industries, thereby creating clear
legal certainty for multinational investors.
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Factor

Strategic
Takeaway

Tax
Competitiveness

Monaco is highly
competitive due to
low rates and
strong anti-abuse
protections, but
moderate
loopholes limit
extreme “haven”
status.

EU Alignment vs
Independence

Monaco can
enhance appeal
without joining the
EU internal market,
balancing
credibility with
autonomy.

Reputation
Management

Improving
transparency and
carefully expanding
treaty networks
can reduce
negative
perceptions while
keeping
sovereignty intact.

Policy Levers

Rate stability,
selective
exemptions,
transparency
initiatives, anti-
abuse compliance,
and strategic
treaties are the
main levers.

Second, Monaco could enhance bilateral and multilateral tax
treaties to facilitate cross-border investment while signaling
compliance with international standards, which would
reassure investors concerned with OECD or EU regulations.
Third, the principality might develop specialized financial
infrastructure—such as investment funds, holding company
regimes, or digital asset platforms—that complements its
existing luxury and wealth management ecosystem,
effectively creating a high-value, low-risk environment for
corporate operations. Fourth, Monaco could invest in
innovation and knowledge hubs, attracting companies that
benefit from access to skilled talent, high-quality services, and
regional networks across Europe, Africa, and the Middle East.
Fifth, maintaining political and legal stability while ensuring
rapid, efficient administrative processes would reinforce its
reputation as a reliable and predictable jurisdiction. Finally,
careful branding and soft power amplification—
positioning Monaco as not only a tax-efficient locale but also a
hub for prestige, environmental leadership, and elite
networking—would leverage its unique cultural and
geographic identity to distinguish it from larger, more generic

tax havens. In combination, these measures would allow
Monaco to expand its corporate appeal globally while
sustaining the exclusivity and financial neutrality that
define its fiscal identity.

12. How Attractive is Monaco actually ?

Monaco has an attractiveness minister of state, and a
charm that commands attention, and a magnetism that
defies reason, and a beauty that overwhelms the eye. It is
a small city-state that is almost too large in influence,
almost too visible in global consciousness, and almost too
rich in symbolic power to be measured. Wealth flows and
tourists flock and events dazzle and yachts parade, yet the
principality’s true allure lies not only in its glitter but in its
subtle governance and cultivated prestige. Here, tradition
embraces modernity, and modernity elevates tradition, a
chiasmus of continuity and innovation that shapes its
identity.

Its compact streets and towering terraces suggest
intimacy, yet they shout sophistication; its Mediterranean
coastline whispers serenity, yet it roars vitality. Economic
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opportunity, cultural grandeur, and political stability
intertwine, and intermingle, and entangle, creating a city both
tangible and almost impossibly aspirational. Digital
innovation sparks engagement, and sustainable planning
preserves heritage, and strategic diplomacy amplifies
reputation, all converging to produce influence larger than its
borders. Even indices that attempt to quantify attractiveness

falter, overwhelmed by Monaco’s blend of livability,
spectacle, and prestige. It is a principality where modesty
meets magnificence, restraint meets resonance, and
smallness achieves the impossible. Ultimately, to ask how
attractive Monaco is may be to ask how vast the horizon
can be within a single city-state, for here, allure is both
measured and immeasurable, constrained and infinite.
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Monaco reinforces reliability and respect because it
strengthens institutional credibility and governance
effectiveness, which in turn enhances both investor
confidence and international trust.

The principality supports sustained sophistication by
bolstering long-term innovation capacity and knowledge
retention, simultaneously  boosting competitiveness,
creativity, and cultural prestige.

It improves livability and loyalty by elevating resident
satisfaction, enhancing urban resilience, and cultivating a
quality of life that signals a city both habitable and highly
desirable on the global stage.

Monaco strengthens smart-state strategies by advancing
digital governance, modernizing public services, and
expanding smart-city capabilities, projecting itself as a
principality that is forward-looking, flexible, and future-ready.
The principality amplifies authority and allure by expanding
soft power and international visibility, positioning itself as a
neutral, prestigious, and persuasive convenor in regional and
global dialogues.

Monaco increases trust, transparency, and togetherness by
deepening citizen engagement, fostering social cohesion, and
implementing participatory governance, which enhances
policy responsiveness and democratic legitimacy.

It facilitates functional fusion by integrating sustainability,

coordinated, and comprehensive urban governance.

The principality enhances economic and experiential
excellence by energizing urban vitality, boosting tourism
appeal, and stimulating local economic activity through
strategic public spaces, cultural interventions, and visible
vibrancy.

Monaco aligns ambition and accountability by
harmonizing regulations and governance practices with
international best standards, which reinforces global
credibility and ensures strategic consistency.

Finally, the principality consolidates culture, conservation,
and competitiveness by protecting and promoting its
niche advantages in sustainability, heritage, and tourism,
thereby strengthening its strategic brand and symbolic
capital worldwide.

13. Niggling Issues: Privileged Partner or Associate
member ?

Following the collapse of the negotiations with the EU on
the association agreement it quickly became clear that
both devices to address each other’s anxieties and more
social interaction and participation in programs were
needed , as are the anchoring of the modernisation of the
public administration, as outlined in the analysis of maitre
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August Debouzy34
Let us address those concerns one by one:

Labour Market

Monaco’s labor market is traditionally highly regulated,
characterized by strict quotas, preferential treatment for
Monegasque nationals, and carefully managed access for
foreign workers. This system has historically safeguarded
local employment, protected social cohesion, and maintained
the principality’s distinctive economic and cultural identity.
However, any transitional alignment with European Union
Internal Market rules introduces new dynamics and potential
uncertainties. Local employers and residents may naturally be
concerned about the conditions under which non-
Monegasque workers can obtain employment, the rights to
establish businesses or engage in economic activity, and the
broader social and labor implications of increasing mobility.
Such concerns are compounded by Monaco’s small labor pool,
high reliance on specialized sectors such as finance,
hospitality, and luxury services, and the need to balance
openness with the principality’s long-standing priorities of
local employment protection.

To address these challenges effectively, Monaco must adopt a
carefully phased and predictable transition strategy.
Temporary transitional arrangements can gradually expand
eligibility for work permits and business establishment for EU
nationals, while continuing to protect Monegasque priority in
sectors of strategic, cultural, or economic importance. A
phased approach allows for incremental adjustments,
beginning with the recognition of professional qualifications
and controlled access to selected sectors, followed by broader
opportunities aligned with EU mobility rights, and ultimately
moving toward full compliance with Internal Market
regulations. Clear and transparent criteria for permits,
business licenses, and professional recognition are essential,
ensuring that both employers and prospective workers
understand the rules, timelines, and obligations. By providing
predictability and legal certainty, Monaco can prevent market
disruptions, minimize uncertainty for local stakeholders, and
facilitate smoother integration into European regulatory
frameworks.

At the same time, it is critical to incorporate robust safeguards
for the Monegasque workforce. Priority or quotas in culturally
or strategically significant sectors can help preserve local
employment opportunities, while targeted training,
upskilling, and professional development programs enable
Monegasques to adapt to new market conditions and mitigate
potential displacement. Establishing ongoing monitoring and
evaluation mechanisms will allow policymakers to track labor
market impacts, assess sectoral needs, and adjust transitional

Figure

34 https://www.gouv.mc/Action-Gouvernementale/Monaco-a-I-
International/Monaco-et-I-Union-
europeenne#eztoc4831725_3_2
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arrangements as necessary. Such mechanisms provide a
feedback loop, ensuring that the integration process
remains flexible, responsive, and sensitive to local
socioeconomic conditions.

Monaco can also leverage European best practices and
legal frameworks to facilitate a smooth transition. By
referencing principles such as freedom of establishment,
professional mobility, and mutual recognition of
qualifications, the Principality can align its domestic
policies with EU norms while negotiating potential
derogations or special arrangements tailored to its unique
circumstances. This strategic approach balances
compliance with the EU legal framework and the
protection of national interests. Furthermore, careful
alignment with EU rules on digital economy, taxation, and
labor standards strengthens Monaco’s credibility as a
reliable partner in European governance, enhancing its
ability to attract investment and maintain international
competitiveness.

Finally, effective communication of the benefits and
opportunities associated with transitional integration is
essential. Policymakers should emphasize that controlled,
phased integration increases economic dynamism,
promotes innovation, attracts talent, and strengthens
partnerships with European institutions and enterprises.
Framing the process as mutually reinforcing rather than
zero-sum allows both Monegasques and incoming
professionals to benefit from enhanced skill development,
economic diversification, and improved governance. In
this way, labor access and professional mobility are not
seen merely as regulatory obligations but as instruments
for broader institutional modernization, fiscal
sustainability, and strategic positioning within the
European economic landscape. Ultimately, Monaco’s
careful, proactive approach to managing the transition will
preserve its local identity, protect its workforce, and
maximize the economic and social gains of closer
integration with the EU Internal Market.

Towards Transitional Framework on Labour market

Monaco’s transitional alignment with European Union
labor market norms under a Common Strategy Template
(CST) presents a complex interplay of strategic
opportunity and sovereign risk. On the one hand, the
adoption of a CST offers a structured and legally
predictable pathway for phased compliance with EU labor
and establishment rights. This predictability reduces
ambiguity for employers, workers, and investors, while
simultaneously enhancing Monaco’s credibility in its
negotiations with European institutions.
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The gradual liberalization of labor access, embedded within a
CST framework, has the potential to stimulate economic
dynamism, attract specialized talent in finance, technology,
and luxury services, and foster a competitive environment
that elevates service quality and productivity. Moreover,
alignment with EU norms strengthens Monaco’s
attractiveness for cross-border investment, facilitates
institutional partnerships, and signals a commitment to
European governance standards.

Beyond economic incentives, the CST serves as a catalyst for
institutional modernization. It encourages reform of licensing
regimes, recognition of professional qualifications, and the
digitization of labor systems. It also promotes the integration
of data-driven monitoring and adaptive policy mechanisms,
enabling Monaco to incorporate European best practices in
labor rights and social protections. Importantly, the CST
framework allows for strategic flexibility through negotiated
derogations and sectoral exemptions, thereby safeguarding
sensitive domains such as luxury retail, heritage crafts, and
financial services from abrupt liberalization. This dual
capacity—to comply with EU legal principles while preserving
principality-specific safeguards—positions Monaco to balance
integration with the protection of national interests.
However, the transition is not without significant constraints.
The erosion of Monegasque employment priority remains a
central concern. EU mobility rights, if unmitigated, may dilute
existing quotas and preferential hiring practices, potentially
displacing local workers in high-demand sectors. The influx of
EU professionals risks saturating Monaco’s small labor pool,
threatening the distinctiveness of its niche economic sectors
and placing pressure on local small and medium-sized

enterprises. Administratively, the implementation of CST
entails a substantial legal and bureaucratic burden,
requiring the overhaul of permit systems, qualification
recognition  protocols, and dispute resolution
mechanisms. This complexity may generate friction
between domesticlaw and EU jurisprudence, complicating
enforcement and compliance.

Social cohesion also emerges as a vulnerable dimension.
Rapid integration may provoke public anxiety over
cultural dilution and perceived loss of sovereignty,
particularly if safeguards are perceived as symbolic or
insufficient. The political ramifications of such tensions
could undermine the legitimacy of the transition process.
Furthermore, expanded labor access may strain Monaco’s
housing, transport, and welfare infrastructure,
necessitating increased investment in training, upskilling,
and integration programs. Without robust fiscal planning
and responsive policy design, the principality risks
exposure to labor market shocks and welfare imbalances.
In light of these dynamics, Monaco’s strategic imperative
is to adopt a CST-based framework that embeds phased
liberalization, sectoral prioritization, and continuous
monitoring. This includes the retention of tiered permit
systems, the preservation of quotas in culturally and
economically strategic sectors, and the alignment of
qualification recognition with domestic oversight. The
establishment of labor market observatories and
stakeholder councils will provide essential feedback loops,
ensuring that the transition remains adaptive, evidence-
based, and sensitive to local conditions. Ultimately, the
CST must be conceived not merely as a compliance
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mechanism but as a vehicle for institutional renewal,
economic diversification, and strategic positioning within the
European regulatory landscape.

Sources of Revenue

VAT /indirect taxes would likely rise as Monaco aligns with EU
tax harmonization rules. Tourism may slightly decline
proportionally, as more economic activity shifts to formalized

EU taxation mechanisms. Corporate taxes could increase
slightly if Monaco opens to broader EU participation,

Monaco Revenue Sources Before Internal Market Accession
Other Services/Fees

Corporate Taxes & Fees

Real Estate/Property Leases

10.0%

25.0%
10.0%

10.0%
25.0%
Personal Income/Wealth Taxes

Tourism & Hospitality

20.0%

VAT/Indirect Taxes

Despite the proportional decline in some sectors, total
revenue is expected to grow due to broader tax collection and
increased economic participation. Such growth could enhance
Monaco’s fiscal resilience and capacity to fund public services.
Controlled integration would also reduce risks of tax
competition and regulatory arbitrage. Policymakers can
leverage these changes to strengthen governance and
financial transparency. Overall, the transition promises both
structural modernization and sustainable fiscal expansion.

Legal Approximation

Legal approximation between the European Union and
Monaco in the coming years is likely to unfold across multiple,
interrelated policy domains, reflecting both the gradual
deepening of EU law and the Principality’s strategic desire to
align with European standards. In the environmental sector,
Monaco will need to adopt regulatory frameworks consistent
with EU directives on climate change, pollution control, and
sustainable development, which may involve adjusting
national legislation, enhancing monitoring mechanisms, and
integrating  cross-border  environmental cooperation
programs. In the digital economy, alignment will require

balancing competitiveness with compliance.

The revenue composition of Monaco would shift
noticeably under Internal Market accession. VAT and
corporate taxes are projected to increase proportionally,
reflecting harmonization with EU fiscal rules. This rise
indicates deeper integration into European economic
structures.

Tourism and real estate revenues would decrease slightly
as the economy formalizes and aligns with EU-compliant
taxation. The redistribution of revenue sources shows a
shift from traditional sectors toward more regulated, high-
value economic activity.

Monaco Revenue Sources After Internal Market Accession

Other Services/Fees
Real Estate/Property Leases

Corporate Taxes & Fees ‘
i @.0%

30.0% Tourism & Hospitality
20.0%

12.0%
28.0%

Personal Income/Wealth Taxes

VAT/Indirect Taxes

harmonization with EU rules on e-commerce, online
platforms, competition policy, and taxation of digital
services, ensuring that Monaco’s regulatory environment
facilitates innovation while remaining compatible with
European market structures. The treatment of data and
personal information represents another critical domain,
as the Principality will need to maintain compliance with
the General Data Protection Regulation (GDPR) and
related EU instruments, balancing privacy protection,
cross-border data flows, and technological development in
areas such as fintech and smart city initiatives.

Concurrently, Monaco must continue its efforts in banking
and financial regulation, ensuring adherence to European
and multilateral norms on transparency, anti-money
laundering (AML), counter-terrorism financing (CTF), and
corporate governance. This requires systematic updates to
domestic legislation, enhanced reporting and supervision
mechanisms, and active engagement with European
supervisory authorities. Aligning with these standards is
not only a matter of legal compliance but also a strategic
tool to bolster Monaco’s international credibility, attract
investment, and reinforce its reputation as a responsible
financial center. Over time, these efforts will support
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structural modernization, facilitating deeper integration into
the EU Internal Market without compromising the
Principality’s distinctive fiscal and institutional autonomy.
Moreover, legal approximation provides an opportunity to
strengthen institutional capacity, as Monaco’s regulatory and
enforcement bodies adapt to complex, evolving European
norms. This process may involve training programs,
technological upgrades, and the creation of liaison offices to
ensure effective dialogue with EU institutions. By engaging
proactively in these domains, Monaco can position itself as a
privileged partner of the EU, capable of contributing to
regional economic, environmental, and digital initiatives while
benefiting from regulatory predictability and market access.
Ultimately, these coordinated efforts across law, policy, and
administration will enable the Principality to navigate the
challenges of European integration while maximizing the
economic, social, and governance advantages of alignment
with EU standards.

Policy Roadmap for Monaco’s Legal Approximation with
the EU

Monaco’s approximation to the European Union’s regulatory
and institutional standards begins with an initial period of
diagnostic assessment and foundational preparation. In the
earliest stage of the process, the principality undertakes a
comprehensive comparison of its domestic legislation with
the acquis in key domains such as environmental protection,
digital governance, data protection, and financial regulation.
This diagnostic exercise is accompanied by the first legislative
adjustments, particularly in environmental law, where
Monaco begins aligning its climate, pollution, and
sustainability provisions with the corresponding EU
directives. During this same period, the government
establishes preliminary monitoring mechanisms and initiates
cross-border cooperation in environmental and digital
sectors. To ensure administrative readiness, regulators and
civil servants begin targeted training programmes designed to
familiarise them with EU legal frameworks, institutional
procedures, and compliance expectations.

As the approximation process advances into its middle years,
Monaco transitions from preparatory work to substantive
regulatory implementation. The principality progressively
harmonises its digital economy rules with EU standards,
incorporating European norms on e-commerce, online
platforms, competition, and digital taxation. In parallel,
Monaco moves toward full compliance with the General Data
Protection Regulation, strengthening the governance of
cross-border data flows and enhancing oversight of fintech
and digital financial services. Financial regulation undergoes a
similar transformation, with wupdates to anti-money
laundering, counter-terrorist financing, and corporate
governance frameworks to reflect EU and multilateral
standards. To support this increasingly complex regulatory
environment, Monaco establishes liaison structures with EU
institutions and supervisory bodies, enabling continuous
dialogue and technical assistance. Throughout this period, the
government conducts structured engagement campaigns to
inform businesses, financial institutions, and the public about
the evolving legal landscape and its implications.

In the later years of the roadmap, the focus shifts toward
consolidation and full integration. By this stage, Monaco
aims to have achieved comprehensive alignment with EU
Internal Market rules across all targeted policy domains.
Continuous evaluation mechanisms are introduced to
monitor compliance, assess regulatory effectiveness, and
measure the broader economic and social impacts of
approximation. Institutional capacity is further
strengthened through advanced training, the deployment
of digital regulatory tools, and the adoption of innovative
supervisory practices. As alignment deepens, Monaco
positions itself as a privileged partner of the European
Union, participating more actively in regional economic,
environmental, and digital initiatives. The long-term
objective of this final period is to secure durable benefits,
including enhanced international credibility, increased
investment attractiveness, greater economic dynamism,
and a modernised governance architecture capable of
operating seamlessly within the European regulatory
ecosystem.

Throughout the entire timeline, several cross-cutting
commitments remain constant. Continuous monitoring
and evaluation ensure that progress is measured against
clear milestones and that the roadmap can be adjusted in
response to new developments. Transparent
communication maintains public trust and ensures that
rights, obligations, and opportunities are clearly
understood. Ongoing capacity building strengthens the
regulatory and administrative foundations required for
sustained compliance. Finally, strategic alignment ensures
that legal approximation reinforces Monaco’s fiscal
autonomy while enabling deeper integration with EU
standards.

Timeline, Division of Labor and Cost Estimate

The process of Monaco’s legal approximation to the
European Union unfolds across a decade-long timeline in
which  responsibilities  are  distributed across
governmental, regulatory, and sectoral actors, and where
financial commitments scale in proportion to institutional
depth. The earliest period, covering roughly the first two
years, is dominated by diagnostic assessment and
foundational preparation. During this stage, the Ministry
of State, supported by the Department of Legal Affairs and
the Department of the Environment, assumes primary
responsibility for conducting a comprehensive legislative
gap analysis and initiating the first wave of environmental
and digital regulatory adjustments. Technical support is
provided by external consultants and EU-linked advisory
bodies, whose expertise is required to interpret
acquis-related obligations. The estimated financial burden
for this initial period remains moderate, typically ranging
between €3-5 million, largely reflecting consultancy fees,
training programmes, and the establishment of
preliminary monitoring mechanisms. These early
investments lay the institutional groundwork for deeper
approximation and ensure that Monaco’s administrative
apparatus is sufficiently prepared for the regulatory
transformation ahead.

As the roadmap advances into the middle years—
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approximately years two through five—the process shifts
from preparatory analysis to substantive regulatory
implementation. During this period, the Digital Economy
Directorate, the Data Protection Authority, and the Financial
Services Supervisory Commission take on increasingly central
roles. They oversee the harmonisation of digital economy
rules with EU standards, the operationalisation of
GDPR-compliant data governance, and the restructuring of
financial regulation to meet European and multilateral
expectations. The creation of liaison structures with EU
institutions becomes essential, requiring dedicated personnel
and sustained administrative engagement. Public-facing

communication  campaigns, coordinated by the
Government Communication Service, ensure that
businesses, financial institutions, and citizens understand
the implications of the evolving legal landscape. The
financial requirements of this middle period are
significantly higher, reflecting the complexity of
regulatory transformation, the need for specialised staff,
and the deployment of digital compliance tools. Costs
during this phase typically fall within the €12-20 million
range, depending on the scale of digital infrastructure
upgrades and the intensity of supervisory reforms.

Figure

MONACO-EU LEGAL APPROXIMIATION
POLICY ROADMAP

YEAR 1 YEAR 2

YEAR 3

YEAR 4 YEARS YEAR 6°-10

PHASE 1:
ASSESSMENT &
INITIAL AUGNMENT
Gap Analysis and
Begin Modifications

_—

PHASE 2:
TRANSITIONAL
IMPLEMENTATION
Digital Economy
Harmonization

Data Protection
Compliance

PHASE 3:

FULL INTEGRATION
G CONSOLIDATION
Full Alignment with
Internal Market Rules

In the later years of the roadmap—spanning roughly years
five through ten—the emphasis shifts toward consolidation,
evaluation, and full integration. By this stage, the High
Commission for European Affairs, working in coordination
with sectoral regulators, assumes responsibility for ensuring
that Monaco’s legal and regulatory frameworks operate in full
alignment with EU Internal Market norms. Continuous
evaluation mechanisms are institutionalised, enabling
systematic  monitoring of compliance, regulatory
effectiveness, and socioeconomic impacts. Advanced training
programmes and digital supervisory tools are deployed to
strengthen institutional capacity, while Monaco deepens its
participation in regional economic, environmental, and digital
initiatives. The financial commitments of this final period are
more stable but remain substantial, reflecting the need for
ongoing evaluation, institutional reinforcement, and
participation in cross-border initiatives. Estimated costs for
this consolidation phase typically range between €8-12
million, depending on the extent of digitalisation and the
sophistication of monitoring systems adopted.

Across the entire timeline, several cross-cutting
responsibilities remain constant. The Ministry of Finance and
Economy ensures fiscal coherence and evaluates the
long-term budgetary implications of approximation. The
Public Service Directorate oversees capacity-building and
workforce development, ensuring that administrative staff
possess the competencies required for sustained compliance.

Gap Analysis and Begin Molifications

Preliminary Monitoring and Cooperation

Digital Economy Harmonization

Data Protection Compliance

Financial Regulation Updates

Full Alignment with Internal Market Rucies

Continuous Evaluation

Institutional Capacity Building
Participation in Regional Initiatives

The Government Communication Service maintains
transparency and public trust through continuous
engagement. Taken together, the cumulative cost of
Monaco’s decade-long approximation process is expected
to fall within the €25-37 million range, a figure consistent
with small-state regulatory modernisation programmes in
comparable jurisdictions. This investment secures not
only legal convergence but also enhanced international
credibility, increased investment attractiveness, and a
governance architecture capable of operating seamlessly
within the European regulatory ecosystem.

The Customs Union with France

The customs relationship between France and Monaco
represents one of the most emblematic microstate-
sovereign partnerships in Europe. Monaco is fully
integrated into the French customs territory, such that
trade flows between the two territories are devoid of
formal customs duties or procedures. French tariffs and
trade policies apply automatically to all imports and
exports entering or leaving Monaco. This arrangement
enables Monaco to benefit indirectly from the preferential
trade agreements to which France, as an EU member, is a
party, even though Monaco itself is not a member of the
European Union. Furthermore, the principality’s indirect
taxation framework, most notably its value-added tax
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(VAT) system, largely mirrors French legislation, albeit with
selective adjustments such as reduced VAT rates on certain
goods and services.

The operational governance of this customs union is, however,
heavily dependent on France. Customs and tax collection
responsibilities lie primarily with French authorities, which
remit a pre-established share of revenue to Monaco. This
revenue-sharing arrangement is formulaic, reflecting the
principality’s relative economic activity and taxable base.
Governance mechanisms remain predominantly bilateral,
with Monaco exercising limited direct influence over trade or
customs policy. Periodic consultations exist, yet no formal
joint  oversight bodies or structured institutional
arrangements are in place, leaving the principality dependent
on French administrative structures for both compliance and
enforcement.

The evolution of the European Union’s internal market
presents both opportunities and challenges for the Monaco-
France customs framework. Deeper integration with EU
regulatory regimes may necessitate closer alignment of
Monaco’s domestic standards, including product regulations,
services oversight, and reporting obligations. The intensity of
this engagement may vary along a spectrum: in a high-
intensity scenario, Monaco would adopt EU legislation,
participate in inspections, and engage directly with EU
agencies, thereby increasing its institutional footprint; in a
low-intensity scenario, Monaco would continue to rely on
French administration with minimal direct interaction with
EU institutions. Key challenges for the principality include the
preservation of policy autonomy, the maintenance of fair and
transparent revenue-sharing mechanisms under potentially
evolving French-EU collection practices, and the development
of sufficient administrative capacity to handle compliance
monitoring and reporting obligations.

Strengthening governance within the France-Monaco
customs union requires a combination of institutional

innovation and enhanced procedural transparency.
Establishing a formal France-Monaco Customs Commission
could provide structured oversight over policy
implementation, compliance, and revenue distribution.

Integrating joint inspections and audit procedures would
further ensure accountability and mutual trust. Revenue-
sharing arrangements should be modernized to reflect actual
trade flows and VAT collections on a more dynamic basis, with
annual adjustments to account for economic fluctuations.
Incorporating mechanisms for dispute resolution would
safeguard both parties against potential disagreements over
revenue apportionment or compliance interpretations.
Capacity-building initiatives within Monaco’s administration
would further enable independent verification of collections
and compliance, reducing reliance on French oversight.

Future-oriented revenue-sharing reforms could include
dynamic formulas that adjust Monaco’s entitlement in
proportion to actual consumption or import and export
volumes, as opposed to fixed percentages. Sector-specific
arrangements could reflect the high value of certain economic
activities, such as luxury goods, e-commerce, and financial
services. Additionally, revenue-sharing agreements should be
designed to accommodate emerging EU tax rules, including
digital service taxes and carbon border adjustment
mechanisms, thereby ensuring resilience in a rapidly evolving

regulatory environment.

Strategically, Monaco faces a choice among alternative
levels of engagement. Maintaining the status quo would
preserve the current low-intensity arrangement, allowing
selective adaptation to EU policies while retaining French
administrative oversight. A medium-intensity partnership
could institutionalize governance structures, standardize
revenue-sharing procedures, and align selectively with EU
legislation while keeping French administrative support
intact. A high-intensity integration approach would
involve direct harmonization with EU reporting standards,
potential observer participation in EU bodies, and
comprehensive institutionalization of governance and
compliance procedures. Such an approach would
maximize policy predictability and enhance transparency
but would require careful balancing to preserve Monaco'’s
autonomy and fiscal distinctiveness.

In summary, the France-Monaco customs union illustrates
the complexities inherent in microstate-sovereign
partnerships embedded within larger supranational
frameworks. Effective governance and equitable revenue
sharing will necessitate institutionalization, transparency,
dynamic formulae, and capacity building. As the European
Union’s internal market continues to expand its regulatory
scope, Monaco must navigate the tension between
alignment, autonomy, and revenue security. Addressing
these challenges proactively through structured
governance and adaptive fiscal arrangements will be
essential for the principality to maintain its economic
distinctiveness while participating effectively in the
evolving European trade and regulatory environment.
The France-Monaco customs union can be interpreted
through the lens of contemporary international relations
theory, particularly in the study of microstates navigating
asymmetric  interdependencies. = Unlike = Waltzian
neorealism, which emphasizes the structural constraints
of great powers, Monaco’s position exemplifies a nuanced
form of “functional sovereignty”, where state authority is
partially delegated or shared to maximize economic and
political outcomes without fully ceding autonomy. In this
sense, Monaco exercises presence through participation,
leveraging its integration into the French customs system
to access broader markets while maintaining fiscal and
political distinctiveness.

From an EU studies perspective, the principality’s
relationship with France functions as a proxy channel of
EU integration. Although Monaco is not an EU member, it
experiences the effects of internal market policies through
French administration, reflecting a derivative yet high-
stakes engagement with supranational governance. The
intensity of the relationship—whether low, medium, or
high—can be conceptualized in terms of policy
harmonization, institutional involvement, and legislative
alignment. High-intensity integration entails direct
adaptation to EU standards and reporting obligations,
while low-intensity arrangements preserve reliance on
French administrative structures. These gradations
underscore the multidimensionality of microstate
integration, which balances sovereignty, economic benefit,
and compliance burden.

Monaco’s approach also resonates with the concept of
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presence in IR theory, understood not merely as territorial
control or military capability, but as the capacity to influence,
participate in, and derive benefit from larger governance
structures. In this framework, presence manifests through
both institutionalized cooperation with France and
prospective alignment with EU mechanisms. By establishing
robust governance frameworks and transparent revenue-
sharing formulas, Monaco can enhance its effective presence
within regional economic structures without compromising
core aspects of its sovereignty. This strategic presence further
illustrates the evolving logic of microstate engagement:
influence and security are increasingly mediated through
legal, fiscal, and regulatory integration, rather than through
traditional forms of power projection.

Finally, the France-Monaco case offers broader lessons for the
study of small states in asymmetric partnerships. It
demonstrates that institutionalized cooperation, adaptive
governance, and flexible revenue arrangements can enable
microstates to extract economic and political benefits from
larger regional orders while preserving strategic autonomy. In
the context of EU internal market expansion, Monaco
exemplifies how microstates can navigate complex multilevel
governance environments, achieving both functional
sovereignty and meaningful presence in regional and
international structures.

14.Monaco’s Identity & Levers

Monaco’s distinct identity can be summarized in terms of its
values, objective principles, and constitutional foundations. At
its core, Monaco embodies the principle of sovereignty
coupled with strategic specialization, maintaining
independence while actively engaging with regional and
global actors. Its values emphasize stability, exclusivity, and
the harmonization of economic opportunity with social
cohesion, reflecting a principality that prizes continuity over
expansion. The objective principles guiding its governance
include fiscal prudence, legal alignment with the European
Union where advantageous, and the cultivation of soft power
through culture, sports, and diplomacy. These principles are
embedded in the constitutional framework, which preserves
the authority of the sovereign, balances the powers of
institutions, and codifies the principality’s commitment to
both internal order and external engagement. Together, these
elements define Monaco’s identity as a microstate that
leverages specialization, prestige, and strategic alliances to
maintain influence disproportionate to its size.

Monaco is a city-state of paradoxes, a paradox that commands
attention far beyond its three-square-kilometer territory. Its
fiscal and financial environment is its lifeblood, its lifeblood
that flows through the veins of global capital, attracting the
wealthy, attracting the discerning, attracting those who seek
stability in a turbulent world. The principality’s zero personal
income tax and low corporate levies create incentives,
incentives that transform Monaco into a sanctuary of wealth,
a sanctuary of prestige, a sanctuary where the elite converge
and the ordinary dares not tread. Yet even this financial allure,
allure that once relied on opaque secrecy, has had to bend to
the increasing transparency of Europe, transparency that
challenges but does not diminish Monaco’s magnetism.
Diplomacy is the art Monaco wields with the deftness of a

master painter, a master painter who sketches treaties,
sketches agreements, sketches influence with a flourish.
The principality negotiates selective bilateral and sectoral
arrangements in taxation, in finance, in the environment,
in transport, forging ties while preserving its sovereignty,
sovereignty that allows Monaco to project soft power
through the glitter of the Grand Prix, through the brilliance
of its cultural patronage, through the nobility of
philanthropic acts. Oh Monaco, how you speak without
words, how you charm without armies, how you influence
without empires!

The legal and regulatory frameworks are instruments
finely tuned, finely tuned to harmonize with EU and
French laws where necessary, where necessary to secure
access, where necessary to maintain independence.
Specialized frameworks in luxury goods, in fintech, in
environmental standards attract economic activity, attract
attention, attract admiration for the principality that dares
to specialize where giants cannot. The regulatory elegance
of Monaco is a dance, a dance between autonomy and
integration, a dance that dazzles the international stage.
Cultural and tourism initiatives shimmer like sunlight on
the Mediterranean, sunlight that draws the eyes of the
world to hotels, to casinos, to Michelin-starred
restaurants. The Grand Prix roars and roars again, a roar
that echoes through history, a roar that asserts Monaco’s
presence in a world dominated by nations far larger.
Events and exhibitions elevate Monaco’s visibility, elevate
its soft power, elevate its very soul in the perception of
global elites.

Geographically, Monaco is a jewel perched on the Riviera,
a jewel that harnesses its location to trade, to tourism, to
connectivity with European networks. Its maritime
facilities, its ports, its yachting havens are arteries of
commerce, arteries of prestige, arteries through which the
principality pulses with life.

Networks and alliances extend Monaco’s reach beyond the
physical, beyond the visible, beyond what mere maps can
capture. Close alignment with EU rules, participation in
Schengen, negotiations with France, cooperation with
Andorra, Liechtenstein, and San Marino—these are the
threads Monaco weaves to maximize leverage, maximize
influence, maximize its small but potent presence in the
concert of nations.

Monaco, oh Monaco, you teach that sovereignty is not
merely the possession of land, sovereignty is the
orchestration of influence; that power is not always
measured in square kilometers, power is measured in
strategy, in elegance, in the ability to convert
specialization into dominance. Fiscal ingenuity, diplomatic
artistry, legal sophistication, cultural allure, geographic
advantage, and strategic networks together allow Monaco
to punch above its weight, punch above its size, punch
above the limits that nature imposed. Monaco is small, yes,
but small is not weak, small is precise, small is focused,
small is formidable.

15.BRINGING THINGS TOGETHER

Cross-Tabulated Roadmap: Monaco’s EU Integration
Interventions and Strategic Levers
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Intervention: in EU
Programs

This intervention directly supports increasing trading power
by engaging in EU financial and innovation programs,
enhancing sectoral integration and access to EU markets. It
also indirectly contributes to the strategic use of the Prince’s
Foundation by allowing it to lead EU-aligned sustainability
and urban innovation projects, linking to the 15-minute city
and more children-friendly city initiatives through
programmatic participation. It informs implications of the EU-
Monaco Association Agreement by demonstrating functional
integration in technical and research domains.

Deepen Sectoral Participation

Intervention: Institutionalize Intermediated Advocacy via
France

By formalizing France-mediated access, Monaco strengthens
trading power and policy influence in EU regulatory
frameworks. It facilitates regional partnerships with Provence
and Liguria by establishing structured channels for cross-
border policy coordination. The advocacy mechanism also
positions the principality to optimize outcomes of the
Association Agreement, ensuring selective yet meaningful
integration without compromising sovereignty.

Intervention:
Harmonization
Normative alignment enhances Monaco’s trading power by
ensuring EU-compliant financial, environmental, and
innovation regulations. It supports the 15-minute city and
children-friendly urban strategies indirectly, by aligning
urban sustainability regulations with EU directives. This
intervention also strengthens the effectiveness of the Prince’s
Foundation and urban cultural initiatives by embedding them
in legally recognized frameworks.

Normative Alignment and Regulatory

Intervention: Amplify Reputational Capital through
Strategic Events

This intervention directly strengthens event and experience
strategy, promoting Monaco’s cultural visibility and soft
power. It also supports Sculpture, Square, Streetscape &
Springwater initiatives by creating high-profile urban-cultural
platforms. Strategic events can be coordinated with regional
partners (Provence, Liguria) to reinforce shared visibility and
SDG alignment. Enhanced reputational capital further
leverages the Association Agreement by demonstrating
Monaco’s capacity for EU-aligned soft power contribution.

Intervention: Build Networked Multilateral Alliances
Networked multilateralism is pivotal for increasing trading
power via collaborative EU programs and for regional
partnerships with Provence, Liguria, and other Mediterranean
actors. It also strengthens the event and experience strategy
by allowing Monaco to co-host international initiatives and
sustainability programs. Multilateral alliances provide a
framework for strategic deployment of the Prince’s
Foundation across shared EU and regional priorities.

Intervention: Strengthen Data-Driven Monitoring and
Evaluation

Systematic monitoring underpins all thematic objectives by
providing evidence-based assessment of trading power

initiatives, urban planning projects (15-minute city,
children-friendly city), cultural and urban interventions
(Sculpture, Square, Streetscape & Springwater), and event
and experience strategies. Data-driven insights also
evaluate the functional outcomes of the EU-Monaco
Association Agreement, providing feedback loops for
policy optimization.
Intervention: Leverage Financial Expertise for
Strategic Market Access

This intervention is tightly linked to increasing trading
power, providing operational pathways for investment
flows, EU-compliant financial instruments, and cross-
border market integration. It supports the Prince’s
Foundation strategically by channeling investments into
cultural, urban, and sustainability projects, indirectly
contributing to urban quality-of-life improvements
including 15-minute city objectives.

Intervention: Institutional Learning and Microstate
Integration Model Development

This intervention consolidates all thematic levers by
producing knowledge, evaluation, and replicable
frameworks. Insights can guide children-friendly urban
development, urban-cultural projects, event strategy,
regional partnership optimization, and implementation of
Association Agreement provisions. It ensures that
Monaco’s approach is evidence-based, scalable, and
strategically aligned with EU integration objectives.

Analytical Synthesis:
The cross-tabulation  demonstrates that some
interventions (e.g, normative alignment, sectoral

participation, networked multilateralism) have multi-
lever impacts, contributing simultaneously to economic,
urban, cultural, and strategic outcomes. Others, such as
amplifying reputational capital, have more targeted
influence on soft power, event strategy, and urban-cultural
visibility, but still indirectly support trading and
integration objectives. By mapping interventions to
thematic levers, Monaco can prioritize actions, identify
synergies, and allocate resources to maximize EU
engagement and domestic impact.

Key Takeaways:

Monaco’s eight proposed interventions demonstrate that
multi-dimensional strategies can amplify the principality’s
influence despite structural constraints inherent to
microstates.

Sectoral engagement in EU programs, normative
alignment, and financial expertise have the highest
leverage for trading power and economic integration,
confirming that targeted technical and regulatory
specialization is central to microstate diplomacy.
Interventions focusing on events, cultural visibility, and
networked alliances are critical for soft power,
reputational amplification, and symbolic influence,
highlighting that Monaco’s diplomatic capital is as much
symbolic as it is functional.

Urban and social interventions, including the 15-minute
city and children-friendly urban planning, are best
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advanced through data-driven evaluation and integration into
normative frameworks, demonstrating that domestic policy
innovation can complement EU-facing diplomacy. Regional
partnerships with Provence, Liguria, and alignment with SDGs
emerge as essential for extending Monaco’s influence beyond
bilateral or national channels, effectively leveraging its
relational networks. The roadmap also confirms that the EU-
Monaco Association Agreement represents a structural
enabler, but its potential is only fully realized when combined
with active sectoral participation, advocacy, and soft-power
projection.

Implications for Monaco’s Diplomacy:

The analysis suggests that Monaco should pursue a
coordinated, cross-sectoral approach in which interventions
are mutually reinforcing rather than siloed. Diplomacy should
focus on functional leverage, maximizing impact in areas
where the principality holds recognized expertise, while
symbolic and cultural initiatives amplify visibility and
normative influence. Historical reliance on France as an
intermediary remains strategically valuable, but structured,

institutionalized advocacy can create more predictable
and sustainable channels of influence.

Monaco’s diplomatic strategy should also embed
evidence-based evaluation, ensuring that outcomes from
sectoral participation, urban innovation, and soft-power
initiatives are measured and iteratively optimized. By
doing so, the principality can convert microstate
constraints into advantages, demonstrating a model of
selective EU integration that balances autonomy with
functional engagement.

Finally, the cross-tab matrix highlights that interventions
generating multiple lever effects—such as normative
alignment, data-driven evaluation, and institutional
learning—should be prioritized. These interventions
simultaneously enhance trading power, urban livability,
cultural visibility, regional partnerships, and EU
integration potential, creating a high-leverage, resource-
efficient diplomacy strategy that aligns with the principles
of microstate diplomacy theory.

Strategic Roadmap for Monaco’s Integration into the EU Internal Market
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expertise are most directly tied to economic
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e Urban and social levers, such as the 15-minute
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interventions emphasizing data-driven evaluation,
normative alignment, and sectoral participation,
reflecting how microstate capacities translate into
urban policy leverage.

e  (Cultural and soft power levers, including events and
streetscape/cultural initiatives, are most strongly
influenced by reputational capital, events, and
networked alliances, showing the symbolic
dimension of Monaco’s diplomacy.

e Regional partnerships and EU association outcomes
benefit from institutionalized advocacy, networked
alliances, and sectoral engagement, highlighting
relational and normative pathways to influence.

e This matrix ultimately reframes Monaco’s policy
toolkit as a system of interlocking multipliers rather
than isolated instruments. By revealing how
economic, urban, cultural, and diplomatic levers
converge around a limited set of high-impact
interventions, it underscores the strategic advantage
of coherence in a microstate context. The analysis
suggests that Monaco’s influence does not stem from
scale, but from precision, reputational density, and
the disciplined alignment of norms, networks, and
expertise. Used dynamically, the matrix can guide
sequencing and bundling of actions, ensuring that
each initiative reinforces others across policy
domains. In doing so, it provides not merely an
evaluative snapshot, but a governance compass for
maximizing leverage, resilience, and strategic
relevance within the European and regional order.

This matrix ultimately reframes Monaco’s policy toolkit as a
system of interlocking multipliers rather than isolated
instruments. By revealing how economic, urban, cultural, and
diplomatic levers converge around a limited set of high-
impact interventions, it underscores the strategic advantage
of coherence in a microstate context. The analysis suggests
that Monaco’s influence does not stem from scale, but from
precision, reputational density, and the disciplined alignment
of norms, networks, and expertise. Used dynamically, the
matrix can guide sequencing and bundling of actions, ensuring
that each initiative reinforces others across policy domains. In
doing so, it provides not merely an evaluative snapshot, but a
governance compass for maximizing leverage, resilience, and
strategic relevance within the European and regional order.
As a privileged partner, the European Union requires explicit
recognition from Monaco to formalize and carve out its
strategic space in the principality. To achieve this, it is
essential for Monaco to engage proactively vis-a-vis EU
institutions and frameworks. Conversely, Monaco must move
beyond mere presence within European mechanisms and
adopt a more active role in shaping policies, initiatives, and
collaborative projects.

By doing so, the principality can strengthen its governance
structures, enhance institutional capacity, and improve its
international image, particularly through visible and
substantive cooperation with the EU.

Status quo is not an option.

16. Recapitulation

The Principality of Monaco is a sovereign, third-country with

respect to the European Union, but has developed a
distinctly close and legally structured relationship with
the EU and its Member States. Through a customs union
with France established in 1963 and extended in
subsequent legal frameworks, Monaco is incorporated
into the EU customs territory, enabling tariff-free
circulation of goods into and out of the EU without
quantitative restrictions, effectively situating the
principality within the broader European trade
environment despite its non-membership status. Monaco
has also unilaterally adopted the euro as its currency,
forgoing independent monetary policy and aligning its
macroeconomic orientation with the European Central
Bank’s framework. The principality applies
EU-harmonised VAT rates under French administration
and complies with related excise duties, which further
embeds Monaco in the EU’s economic perimeter
notwithstanding its direct exclusion from EU treaties and
the European Economic Area (EEA) legal order. These
arrangements reflect a de facto economic integration in
specific domains alongside a retained constitutional and
sovereign autonomy.

The internal market of the EU, legally underpinned by
Articles 26-27 of the Treaty on the Functioning of the
European Union (TFEU), is designed to ensure the free
movement of goods, services, capital and persons,
supported by equitable competition and regulatory
harmonisation among Member States. While certain
non-EU states such as Norway, Iceland, and Liechtenstein
participate in the internal market through the EEA
Agreement, Monaco and other Western European
microstates occupy an intermediate status defined by
sector-specific cooperation and selective alignment rather
than comprehensive membership. The European
Commission’s 2013 report concluded that full
participation of microstates in the EEA was not politically
or institutionally viable, recommending instead tailored
association agreements as the more feasible route for
extending internal market participation to small
jurisdictions with unique structural characteristics.

The principality’s overarching objective in pursuing
extended internal market engagement is to secure
systematic access to the economic opportunities and legal
predictability afforded by the EU’s single market, while
preserving critical elements of its sovereign economic
model — specifically, a competitive tax and regulatory
environment that underpins key sectors such as financial
services, tourism, and high-value commerce. This
objective must be understood within the context of
Monaco’s historical economic dependencies and its
existing intergovernmental architecture with France,
which has allowed for deep integration in trade and
monetary domains without full supranational accession.
Fundamental values guiding Monaco’s strategic approach
include the preservation of sovereignty and constitutional
autonomy, the safeguarding of its economic
competitiveness, and an expressed commitment to
regulatory transparency and rule-based cooperation. The
principality’s engagement with EU standards on financial
information exchange and tax cooperation exemplifies an
alignment with international norms even as it retains
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discretion over core fiscal policies. These values reflect a
deliberate balancing act between integration and autonomy
that defines Monaco’s stance in EU negotiations.

Monaco’s articulated vision is for a deepened and
institutionalised framework of association with the EU that
delivers internal market access across goods, services, capital
and, to the extent feasible, persons, while offering safeguards
that maintain the principality’s competitive niche. This vision
anticipates a differentiated integration model, in which
Monaco participates substantively in internal market
mechanisms without ceding full legislative or judicial
authority to EU institutions, thereby creating a precedent for
tailored participation models for microstates.

Barriers to achieving this vision are significant both in terms
of understanding and implementation perhaps less and in
silos.The EU’s demand for homogeneity in the extended
internal market — particularly regarding fiscal transparency,
anti-money laundering standards, and non-discrimination
principles — has proven difficult to reconcile with Monaco’s
unique legal and economic structures. In negotiations toward
an association agreement that commenced in 2015, divergent
positions on the scope of regulatory alignment, the treatment
of services and capital movement, and the application of EU
freedoms ultimately led to a stalemate and suspension of talks
in 2023. These frictions underscore the structural tension
between the EU’s internal market norms and Monaco’s
foundational policy preferences, as well as the challenges
posed by limited administrative scale in implementing broad
acquis obligations. We have proposed how to proceed from
the vantage point of the Monegasques government. It is now
up to the EU Commission to partner-up on outstanding issues.
In conceptualising its strategy, Monaco can envisage a
sequence of goals that progress from enhanced sectoral
cooperation and compliance with EU regulatory standards to
eventual negotiation of a comprehensive, legally binding
association agreement tailored to microstate conditions.
Initial objectives might include demonstrable alignment in
areas of tax transparency, anti-money laundering compliance,
something that is well underway,and goods and services
market access frameworks, at which point flexible Subsequent
stages would involve negotiations on market freedoms and
dispute resolution mechanisms that respect both EU legal
coherence and Monaco’s sovereign prerogatives.

Strategic pathways to these goals are multidimensional,
involving diplomatic engagement with EU institutions and
Member States, incremental adoption of EU acquis in key
sectors, and coalition-building with other microstates
(Andorra, San Marino) that face analogous challenges in
internal market integration. Policymakers in Monaco would
benefit from leveraging comparative experiences of
microstates participating in the internal market through
bespoke arrangements, while also articulating how tailored
provisions could strengthen rather than weaken the EU’s
extended market without undermining sovereign policy
spaces.

The operationalisation of this strategy requires the creation of
dedicated intergovernmental task forces with mandates to
assess regulatory gaps, align domestic legal frameworks with
EU standards where strategically viable, and coordinate

negotiations with EU bodies. A clear timeline with
measurable milestones — for example, demonstrating
compliance with AML directives, or securing mutual
recognition agreements for services — would structure
the process, enabling Monaco to systematically address
identified obstacles while engaging stakeholders across
government, industry, and civil society.

Implementation involves sustained leadership from the
highest levels of the Monegasque government, working
both bilaterally and through EU forums to advance
association objectives. Tangible progress in sector-specific
areas such as financial regulation and trade facilitation,
reinforced by domestic legislative reforms, could serve as
confidence-building measures with the European
Commission and Member States. At the same time, clear
communication of Monaco’s value proposition —
emphasising its economic contributions, shared strategic
interests with the EU, and commitment to rule-based
cooperation — will be essential in shaping a constructive
negotiation environment. The principality’s success in this
endeavour will ultimately depend on its ability to reconcile
internal market aspirations with the imperatives of
sovereignty, economic competitiveness, and regulatory
compliance in a complex multilateral setting.

My vision for Monaco is to become a global leader in
sustainability by integrating eco-friendly practices into
urban planning, tourism, and economic activities,
prioritizing green technologies and environmental
stewardship.

It is to establish Monaco as a vibrant cultural center that
hosts international events celebrating art, music, and
innovation, attracting global talent and fostering creative
exchanges.

It is to transform Monaco into a hub for innovation and
technology, particularly in sectors like fintech, luxury
goods, and marine biotechnology, enhancing economic
resilience through a supportive environment for startups
and established businesses.

It is to strengthen connections with neighboring regions
and the broader European Union by improving transport
links and digital infrastructure, facilitating seamless
movement of people and goods.

It is to prioritize civic participation and inclusivity,
ensuring residents have a voice in decision-making
processes and that there are educational offers of high
quality at hand, thereby enhancing public trust,
international orientation and social cohesion.

It is to amplify Monaco's diplomatic presence on the world
stage, advocating for issues such as climate change,
sustainable finance, and cultural exchange, leveraging soft
power to influence global policies and foster international
cooperation.

CONCLUSIONS

Monaco employs a set of carefully calibrated strategies to
enhance its trading power within the European Union,
reflecting both its structural constraints as a microstate
and its capacity for targeted specialization. Economically,
Monaco focuses on leveraging its financial services sector,
including wealth management, private banking, and
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investment advisory, as core areas of comparative advantage.
By positioning itself as a hub for specialized finance and
regulatory innovation, the principality creates value
disproportionate to its size, allowing it to engage with EU
markets and actors selectively while maintaining autonomy
over critical domestic policies. Additionally, Monaco
strategically participates in EU policy discussions, often
through partnerships with neighboring member states,
thereby amplifying its influence on regulatory frameworks
that affect its economic interests. These economic strategies
are complemented by efforts to cultivate a highly attractive
business environment, including low administrative barriers
for specific financial activities, tax-neutral regimes, and the
promotion of niche sectors such as digital finance and green
investment.

Cultural events and soft power initiatives constitute a central
component of Monaco’s approach to international visibility
and influence. High-profile sporting competitions, art
exhibitions, and international festivals serve not only as
instruments of economic stimulation but also as vehicles for
shaping perceptions of Monaco as a sophisticated, globally
connected, and culturally vibrant microstate. By investing in
these forms of symbolic capital, Monaco enhances its
diplomatic leverage, projecting influence that extends beyond
formal economic or political mechanisms. The principality’s
cultural strategy is integrally linked to its economic
positioning: global events attract elite attention, facilitate
international  partnerships, and create reputational
advantages that reinforce Monaco’s status within EU
networks. Soft power thus functions as both a complementary
and multiplier effect for Monaco’s economic and diplomatic
initiatives.

The application of data-driven evaluation methods offers
significant potential to improve the effectiveness of urban
planning initiatives in Monaco, particularly in the context of
promoting livability, accessibility, and social cohesion.
Approaches such as geospatial analytics, mobility modeling,
and social network analysis can provide empirical insights
into how urban interventions—like the implementation of the
15-minute city concept—affect patterns of social interaction,
environmental sustainability, and economic activity. By
linking planning decisions to quantifiable outcomes, data-
driven evaluation enables policymakers to calibrate
interventions more precisely, monitor performance over time,
and adjust strategies to optimize both social and economic
benefits. Moreover, such methodologies allow Monaco to
present evidence-based approaches to EU actors, enhancing
the principality’s credibility and influence in cross-national
planning and sustainability discussions.

Regional partnerships play a critical role in strengthening
Monaco’s position in EU policymaking by facilitating strategic
engagement with larger actors and institutional frameworks.
Collaborations with neighboring French and Italian regions, as
well as participation in transnational initiatives across the
Western Mediterranean, enable Monaco to extend its
diplomatic and economic reach without the need for extensive
independent institutional capacity. These partnerships
function both as platforms for policy influence and as
mechanisms for knowledge exchange, allowing Monaco to
integrate best practices in governance, environmental
management, and cultural promotion. By leveraging regional

networks, Monaco can amplify its voice in EU negotiations,
align with shared priorities such as sustainable
development and cross-border mobility, and position
itself as a proactive contributor to regional and
supranational initiatives.

Regional partnerships and cross-border networks play a
critical role in strengthening Monaco’s position in EU
policymaking by compensating for the principality’s
inherent limitations as a microstate while amplifying its
influence in transnational decision-making arenas. Due to
its small territorial and demographic size, Monaco lacks
the institutional capacity to exert significant influence
independently within EU structures. Engaging in strategic
regional collaborations, particularly with neighboring
French and Italian regions, allows Monaco to participate
indirectly in policy processes, align with shared regional
priorities, and leverage the administrative and political
weight of its partners to advance its interests.
Cross-border networks serve multiple functions. They act
as platforms for knowledge exchange, enabling Monaco to
adopt best practices in economic governance,
environmental management, cultural promotion, and
urban planning. Such networks also facilitate coordinated
policy positions in areas of mutual interest, such as
maritime security, transport infrastructure,
environmental sustainability, and cross-border economic
development. By aligning with regional partners on these
issues, Monaco increases its credibility and visibility in EU
policy discussions, creating opportunities to shape
regulatory frameworks and influence decision-making in
ways that would be unattainable as a single microstate.
Furthermore, these partnerships enable Monaco to deploy
both material and symbolic resources more effectively.
Collaborative initiatives, including joint research
programs, transnational cultural projects, and shared
economic ventures, enhance Monaco’s soft power while
demonstrating tangible contributions to regional and EU
objectives. In effect, regional and cross-border networks
transform the principality from a peripheral actor into an
integrated participant, allowing it to navigate the complex
multi-level governance of the EU, exert policy influence
disproportionate to its size, and reinforce its strategic
autonomy within supranational frameworks.

Monaco has increasingly oriented its urban development
and policy agenda toward sustainability, reflecting both
environmental imperatives and the principality’s compact
spatial constraints. Efforts in sustainable development
focus on integrating green building practices, renewable
energy solutions, and resource-efficient urban planning,
with an emphasis on preserving the unique coastal
ecosystem while maintaining high standards of livability.
These initiatives align with broader European
environmental frameworks and underscore Monaco’s
commitment to responsible urban growth despite its high-
density setting.

Cultural diplomacy forms another central pillar of
Monaco’s international strategy. By leveraging its historic
arts institutions, the principality can enhance global
visibility through the hosting of major cultural events,
exhibitions, and performances, thereby cultivating a
distinct identity in the international cultural arena. Such
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engagement not only promotes tourism but also strengthens
Monaco’s soft power by positioning it as a hub for creative
exchange and intercultural dialogue.

Economic innovation is emerging as a strategic priority, with
Monaco exploring opportunities to become a center for
technology, finance, and knowledge-intensive industries. By
fostering startup ecosystems, research collaborations, and
innovation clusters, the principality can diversify its economy
beyond traditional sectors such as tourism and real estate,
positioning itself competitively within the European and
global innovation landscape. This trajectory requires targeted
policy support, talent attraction strategies, and digital
infrastructure investment to sustain a vibrant innovation
ecosystem.

Regional connectivity is critical to Monaco’s functional
integration within the Mediterranean and broader European
networks. Efficient transport links, including rail, road, and air
connections, along with high-speed digital infrastructure, are
essential to facilitate commerce, mobility, and international
collaboration. Strategic investments in these areas enhance
Monaco’s accessibility, support economic diversification, and
strengthen its role as a node within regional and global
networks.

Civic engagement represents a foundational aspect of
governance, emphasizing transparency, participatory
decision-making, and public consultation. By actively
involving citizens in policy development and urban planning,
Monaco can reinforce legitimacy, social cohesion, and
responsiveness to community needs, while simultaneously
nurturing a civic culture aligned with modern democratic
practices.

Finally, Monaco’s global diplomacy and soft power strategies
extend beyond traditional bilateral engagement to include
multilateral  participation, cultural promotion, and
international partnerships. By carefully calibrating its
diplomatic initiatives, the principality can maximize influence
relative to its size, contribute to regional stability, and enhance
its international profile, creating synergies across economic,
cultural, and environmental domains.

Monaco has increasingly oriented its urban development and
policy agenda toward sustainability, reflecting both
environmental imperatives and the principality’s compact
spatial constraints. The Climate Air Energy Plan commits
Monaco to reducing greenhouse gas emissions by fifty-five
percent by 2030 relative to 1990 levels and achieving carbon
neutrality by 2050. The plan also emphasizes increasing the
share of renewable energy in total consumption and
improving energy efficiency across sectors. Recent data
indicate that Monaco’s total greenhouse gas emissions in 2022
were approximately 66.5 kilotonnes of CO, equivalent,
representing a thirty-four percent decline since 1990, while
renewable energy accounted for sixty-five percent of energy
consumption, with hydroelectric and other clean sources
contributing significantly. The principality’s small geographic
size facilitates comprehensive policy implementation,
enabling rapid deployment of e-mobility solutions, electric
public transport, and energy-efficient buildings. Cultural
platforms such as the Green Shift Festival and the Blue
Economy and Finance Forum illustrate Monaco’s potential as
a hub for environmental thought leadership and sustainable
finance. Nevertheless, Monaco still relies on imported

electricity, primarily from France’s nuclear grid, and
transport and construction continue to generate
significant emissions, highlighting the need for continued
investment in low-impact infrastructure and behavioral
change. Successful implementation of these initiatives
could position Monaco as a model microstate in Europe,
demonstrating how high living standards can be
reconciled with low environmental impact.

As a city of the future, Monaco is, in many respects, still
marching on the spot and perhaps even using dead souls
in its efforts to reinvent itself. The urban landscape is
witnessing a series of high-profile real estate
developments that signal both architectural ambition and
strategic modernization. These include Mareterra,
designed by Renzo Piano, the repurposing of Le Schuylkill
by Zaha Hadid Architects, and Le Stella, conceived by
[talian architect Alexandre Giraldi. Complementing these
private developments, civic architecture is also being
revitalized: the new Honore Il administration building and
the recently inaugurated Médiathéque were designed by
local architects, notably Grunau and Lallemand. Together,
these projects reflect a political commitment to urban
renewal, combining contemporary design with a broader
effort to project Monaco as a forward-looking, culturally
vibrant, and strategically governed city-state.

Cultural diplomacy constitutes another central pillar of
Monaco’s international strategy. The principality
leverages its historic arts institutions and international
events to enhance global visibility and soft power. Recent
initiatives, including the Prince Albert II Foundation’s
Green Shift Initiative, integrate cultural production with
environmental advocacy, thereby aligning heritage and
creativity with global sustainability narratives. The launch
of TVMonaco in 2023 expanded Monaco’s capacity to
broadcast cultural and educational content to an
international audience, while partnerships with networks
such as TV5Monde amplify this reach. By hosting events
such as the Blue Economy and Finance Forum, Monaco can
simultaneously attract global policymakers and investors,
reinforcing its role in discussions on ocean governance
and climate finance. However, Monaco’s small domestic
audience necessitates reliance on international
partnerships and distribution channels, and a focus on
luxury branding may risk overshadowing deeper cultural
diplomacy objectives. When effectively integrated with
educational and civic initiatives, cultural diplomacy can
enable Monaco to move beyond tourism promotion,
positioning it as a thought leader in sustainability and
intercultural exchange.

Economic innovation is emerging as a strategic priority for
the principality. MonacoTech, a government-supported
incubator, fosters startups across artificial intelligence,
green technology, medtech, fintech, and digital services,
while initiatives to develop fiber-optic networks, 5G
connectivity, and sovereign cloud platforms provide a
robust digital infrastructure for innovation. The Monaco
Economic Board actively promotes inward investment
and international collaboration, supporting economic
diversification beyond tourism, real estate, and finance.
The principality’s compact scale allows for targeted
investment and specialized niche development,
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particularly in high-impact technology sectors such as Al and
sustainable urban solutions. Constraints on physical space and
competition from larger European innovation hubs, however,
limit the potential for large-scale R&D infrastructure and may
require strategic branding to attract international talent and
capital. If these challenges are addressed, Monaco can
establish a distinctive innovation identity that leverages both
its brand and technological investments to achieve economic
resilience.

Regional connectivity is a crucial determinant of Monaco’s
economic and social integration. The Monaco-Monte-Carlo
railway station connects the principality to Marseille,
Ventimiglia, Nice, and other regional hubs, facilitating
approximately nine million annual passenger movements.
Proposed projects, including the development of underground
express links and park-and-ride facilities, aim to reduce road
congestion and improve commuter flows. Advanced digital
infrastructure, encompassing high-speed broadband and 5G
networks, supports smart city initiatives, remote work, and
data-driven urban management. While these developments
enhance accessibility and economic integration, geographical
constraints and the need for cross-border coordination with
France pose challenges for large-scale infrastructure projects.
Successful improvements in transport and digital connectivity
will strengthen Monaco’s appeal for tourism and business
while reinforcing sustainable mobility practices.

Civic engagement is increasingly recognized as a core
component of effective governance in Monaco. The
principality’s sustainability and urban planning initiatives
incorporate mechanisms for stakeholder participation,
including public consultation, educational programs, and
community events. Activities such as World Cleanup Day and
foundation-led educational outreach illustrate efforts to foster
a culture of civic responsibility and collective action.
Expanding participatory mechanisms could enhance policy
legitimacy, social cohesion, and responsiveness to community
needs. However, Monaco’s constitutional monarchy limits
certain forms of direct public participation compared to larger
democratic systems, and ongoing efforts are required to
ensure that engagement translates into meaningful influence
over decision-making. Strengthened civic involvement not
only improves the effectiveness of urban and environmental
policies but also enhances the principality’s social resilience
and adaptive capacity.

Monaco’s global diplomacy strategy emphasizes soft power
and niche leadership. The principality actively participates in
multilateral environmental and marine governance initiatives,
including interventions at the United Nations and leadership
of the Pelagos Agreement for marine conservation. By
promoting sustainability and ocean governance, Monaco
leverages its credibility to exert influence disproportionate to
its size. Strategic alliances with European Union partners,
international organizations, and civil society networks
enhance the principality’s global reach. Challenges include
maintaining coherence between domestic priorities and
international advocacy, as well as the need to prioritize
initiatives due to limited resources. Effective alignment of
internal sustainability measures with international diplomacy
can consolidate Monaco’s position as a principled actor,
demonstrating how a microstate can exercise meaningful soft
power in global governance.

In conclusion, Monaco’s strategic approach across
sustainability, cultural diplomacy, economic innovation,
regional connectivity, civic engagement, and global
diplomacy demonstrates a coherent integration of
domestic action and international positioning. The
principality’s policies are ambitious yet measurable, with
potential to establish Monaco as a model for
environmentally  responsible urban  governance,
specialized innovation, participatory policymaking, and
high-impact soft power. While limitations in geographic
scale, resources, and cross-border coordination present
challenges, Monaco’s capacity to leverage its brand,
infrastructure, and institutional frameworks offers
significant opportunities to achieve disproportionate
influence and resilience within the European and global
context.

The negotiation impasse has further delayed Monaco’s
strategic integration with EU policies, hindered joint
initiatives in areas such as taxation, financial regulation,
and environmental standards, and increase the complexity
of future negotiations. Addressing impasses through
structured dialogue, technical committees, or targeted
mediation is therefore essential to restore momentum,
safeguard mutual interests, and strengthen the
principality’s constructive role in regional governance. In
this piece we have proposed a series of ways to
amalgamate and get-together program-driven events, an
often used mean of socialization offering a la carte
application of the acquis and mutualisation opportunities
,and inoculation of EU policies in the EU system.

A cohesive vision, coupled with a well-structured and
disciplined daily power practice, is essential for Monaco to
advance effectively in addressing the multifaceted
challenges inherent in its bid to integrate more closely
with the European Union’s internal market. First, a clear
and unified vision provides the strategic orientation
necessary to navigate the complex regulatory, economic,
and political landscape of the EU. Without such a vision,
efforts risk fragmentation, misalignment with EU norms,
and an inability to articulate the principled rationale for
integration.

Second, daily power practice—understood as the
systematic exercise of influence, decision-making
authority, and operational governance—ensures that this
vision is translated into concrete action rather than
remaining aspirational. In practice, this entails proactive
engagement with EU institutions, continuous internal
coordination among Monaco’s governing bodies, and a
culture of accountability that reinforces strategic
priorities on a daily basis. Such practice enables the
principality to anticipate obstacles, respond to regulatory
requirements efficiently, and maintain credibility as a
partner in negotiation.

Third, the combination of vision and disciplined practice
strengthens governance structures internally. Cohesive

strategic objectives clarify institutional roles and
responsibilities, while consistent power practice
reinforces institutional discipline, reduces decision-

making latency, and fosters resilience in the face of
external pressures. For a microstate like Monaco, whose
capacity to influence EU-level outcomes is inherently
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limited, the alignment of vision and practice magnifies the
effectiveness of each engagement, enhancing both
reputational and practical leverage.

Finally, in the context of the internal market, this dual
approach is indispensable. Integration with the EU entails
rigorous compliance with regulatory standards, effective
participation in market governance, and a credible
commitment to transparency and fiscal responsibility. By
anchoring its internal governance in a cohesive vision and
daily operational discipline, Monaco not only positions itself
to meet these requirements but also projects reliability,
foresight, and strategic intent—qualities that are decisive in
building trust with EU partners and in securing a durable role
within the internal market framework.

In sum, the interdependence of a coherent strategic vision and
daily execution ensures that Monaco can both navigate
complex EU processes and reinforce its governance capacity,
thereby transforming aspirational integration objectives into
sustainable institutional realities.

Thus, Monaco stands at a critical juncture, confronted with the
dual imperatives of preserving its historic identity as an
exclusive luxury enclave and responding to the accelerating
pressures of regional tourism, urban densification, and social
and environmental sustainability. The eight proposed neo-
classical measures collectively constitute a multidimensional
strategy, designed not merely to manage growth, but to
redefine the principality’s urban, economic, and cultural
trajectory in the twenty-first century. Enhancing trading
power leverages Monaco’s unique geopolitical position to
generate economic dynamism, supporting public investment,
innovation, and the principality’s long-term fiscal resilience,
while ensuring that prosperity is matched by strategic
sovereignty. The 15-Minute City concept, coupled with
initiatives to make Monaco more child- and youth-friendly,
embeds a human-centered approach into urban planning,
prioritising  walkability, accessibility, intergenerational
continuity, and social cohesion, thereby reframing
development as a holistic endeavour rather than a purely
commercial exercise.

Strategic mobilisation of the Prince Albert II Foundation
transforms historical legitimacy into actionable global
influence, translating Monaco’s environmental and
philanthropic capital into soft power, regional leadership, and
meaningful contributions to transnational ecological
stewardship. The Sculpture, Square, Streetscape &
Springwater program revitalises the city’s physical and
symbolic landscape, creating a layered urban aesthetic that
marries functional efficiency with cultural resonance, thereby
enhancing both the everyday experience of residents and the
symbolic imagery projected to the world. A coherent and
meticulously curated event and experience strategy—
anchored in high-profile sporting competitions, cultural
showcases, and integrated social programming—maximises
visibility while fostering deep, participatory engagement for
local populations, tourists, and international audiences alike.
Regional partnership, framed through structured governance
mechanisms, alignment with the Regional Competitiveness
Index, and adherence to Sustainable Development Goal
frameworks, situates Monaco within a broader European and
Mediterranean context, ensuring that its initiatives are
strategically benchmarked, collaborative, and globally legible.

Complementing these internal and regional efforts,
carefully calibrated diplomacy with France and Italy
consolidates Monaco’s strategic autonomy while
embedding the principality within cooperative networks,
leveraging historical ties, cross-border synergies, and
shared economic and cultural priorities to maximise
influence disproportionate to its size.

Taken together, these measures form a comprehensive,
forward-looking agenda that transcends conventional
urban management or tourism planning. They safeguard
Monaco’s exclusivity and prestige, fortify its socio-
economic and cultural foundations, and position the city-
state as a model of small-scale, high-impact governance,
capable of navigating the challenges of globalisation,
tourism pressures, environmental imperatives, and
evolving regional dynamics. By integrating economic
strategy, urban innovation, environmental stewardship,
cultural vitality, and diplomatic acumen, Monaco is poised
not only to maintain its historical identity but to redefine
the possibilities for sovereign microstates in the twenty-
first century, demonstrating that scale need not constrain
vision, influence, or resilience.

Monaco, though a microstate, possesses unique capacities
that could significantly enrich the European Union. Its
financial  sector is  particularly  sophisticated,
encompassing private banking, wealth management, and
asset services, offering the EU an opportunity to integrate
high-value capital flows within a transparent and
regulated framework. By aligning Monaco’s financial
practices with EU norms, the Union could not only enhance
regulatory coherence but also attract compliant, globally
mobile investments that reinforce Europe’s standing in
international finance.

Beyond finance, Monaco has developed niches in
innovation, luxury industries, and emerging technologies,
including marine biotechnology and advanced service-
oriented startups. The principality’s small scale allows for
remarkable agility in experimentation with regulatory
frameworks and pilot programs. This presents a rare
opportunity for the EU to use Monaco as a testbed for
initiatives in sustainable luxury, green finance, or digital
services, where rapid experimentation is often difficult to
implement in larger, more complex member states.
Monaco’s cultural and event economy is another vector of
value. The principality hosts globally renowned events
such as the Grand Prix, international yachting
competitions, and elite swimming contests, which not only
attract attention to Monaco itself but also amplify the EU’s
cultural diplomacy and international visibility. By
strategically linking these events to broader European
tourism and cultural promotion, the EU could leverage
Monaco as a high-value showcase for excellence in culture,
tourism, and innovation.

Environmental stewardship is a further domain in which
Monaco can make a distinctive contribution. Institutions
such as the Monaco Oceanographic Institute and other
marine research bodies place the principality at the
forefront of oceanographic science, climate adaptation,
and biodiversity preservation. Integrating Monaco’s
expertise into EU frameworks could strengthen
Mediterranean environmental initiatives, support the Blue
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Economy, and advance the Union’s leadership in sustainable
marine policy.

Monaco’s geographic position, nestled along the French
Riviera with close proximity to Italy, creates an additional
advantage. The principality can function as a bridge for cross-
border cooperation, serving as a model for how microstates or
small territories can effectively integrate into the Single
Market while respecting EU norms. This potential is enhanced
by the principality’s tradition of international collaboration
and high mobility, which can facilitate knowledge transfer,
policy experimentation, and economic integration on a
European scale.

France and Italy have critical roles to play in supporting
Monaco’s closer integration into the EU. By providing legal and
regulatory guidance, they can help align Monaco’s domestic
framework with European standards across financial services,
taxation, product regulation, and competition law. This
alignment is essential for reducing barriers to Single Market
participation, particularly in sectors where Monaco’s rules
currently diverge from EU norms. France, as Monaco’s
primary intermediary with the EU, could negotiate
comprehensive association agreements that go beyond
existing arrangements, encompassing goods, services, and
capital, while fostering cooperation in digital policy,
environmental regulation, and judicial matters.

Support from France and Italy could also extend to
institutional advocacy within EU bodies. By championing
Monaco’s interests, they can help secure observer status or
sector-specific access during transitional periods, enabling the
principality to harmonize its standards gradually.
Infrastructure and cross-border integration present another
domain for facilitation. By linking Monaco more closely to
French and EU transport, energy, and digital networks, France
can create conditions for seamless economic activity and
regulatory compliance, further embedding Monaco within the
European framework.

Ultimately, Monaco’s value to the EU lies not in size or mass
economic output but in its strategic niches and capacity for

high-value contribution. Its financial sophistication,
innovative  sectors, cultural and event economy,
environmental expertise, and cross-border integration

potential collectively create opportunities for the EU to
enhance both its global influence and internal cohesion. With
France and Italy providing careful guidance, regulatory
alignment, and institutional support, Monaco could serve as a
model for how a microstate can contribute meaningfully to the
Single Market, strengthening European innovation, culture,
and economic dynamism.

Theoretical implications

The theoretical implications of the findings from this study on
Monaco's diplomatic strategies are significant and contribute
to the broader discourse on microstate diplomacy and
international relations. Key implications include:

Reinforcement of Microstate Diplomacy Theory:

The findings support and expand existing microstate
diplomacy theories by illustrating how small states can
effectively leverage their unique characteristics—such as
geographical positioning and specialized sectors—to enhance
their influence in larger political frameworks. This reinforces

the notion that microstates can operate successfully
within international relations by focusing on niche
capabilities rather than attempting to compete on a larger
scale.

Integration of Multi-Dimensional Strategies:

The study highlights the importance of integrating
economic, cultural, and environmental strategies in
diplomatic efforts. This multi-dimensional approach
challenges traditional views that often isolate economic
diplomacy  from  cultural and  environmental
considerations, suggesting that a holistic strategy can yield
greater diplomatic effectiveness for microstates.
Normative Alignment as a Diplomatic Tool:

The findings emphasize the role of normative alignment in
enhancing a microstate's influence. By aligning with EU
norms and regulations, Monaco not only increases its
legitimacy but also positions itself as a credible partner in
international discussions. This insight contributes to the
understanding of how small states can navigate power
dynamics through strategic alignment with larger entities.
The research underscores the significance of soft power
and cultural initiatives in shaping a microstate's
diplomatic identity. It suggests that cultural visibility and
event-based diplomacy are critical components of a
microstate's strategy, thereby enriching the theoretical
framework surrounding soft power and its application in
international relations.

The findings provide a theoretical basis for developing
policy frameworks that can guide other microstates in
their diplomatic endeavors. By demonstrating how
Monaco's strategies can be operationalized, the study
offers a model for other small states seeking to enhance
their influence and engagement in global governance.

The research contributes to the literature on the
relationship between microstates and the European
Union, offering insights into how non-member states can
engage with EU policies and frameworks. This adds a new
dimension to the understanding of EU integration
processes and the role of smaller entities within them.
Overall, the theoretical implications of this study not only
advance academic discussions on microstate diplomacy
but also provide practical insights for policymakers and
scholars interested in the dynamics of small states in the
global arena.

Further research

Further research in microstate diplomacy, particularly in
the context of the European Union and international
diplomacy, can explore several key areas:

Conducting comparative analyses of various microstates,
such as Monaco, San Marino, Andorra, and Liechtenstein,
can provide insights into different diplomatic strategies
and outcomes. This research could examine how each
microstate navigates its unique challenges and
opportunities within the EU framework and the broader
international community.

Investigating how specific EU policies and directives affect
the diplomatic strategies of microstates can yield valuable
insights. This research could focus on areas such as trade,
environmental regulations, and cultural initiatives,
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assessing how microstates adapt their diplomatic approaches
in response to EU integration processes.

Further studies could delve into the role of soft power in
shaping the diplomatic identities of microstates. This research
could analyze how cultural events, tourism, and international
collaborations contribute to the soft power of microstates and
their ability to influence larger states and international
organizations.

Research could explore the participation of microstates in
global governance frameworks beyond the EU, such as the
United Nations and regional organizations. This could include
examining how microstates advocate for their interests and
contribute to global discussions on issues like climate change,
security, and economic development.

Developing and refining theoretical frameworks that
specifically address the unique characteristics and challenges
of microstate diplomacy can enhance academic discourse.
This research could focus on integrating concepts from
international relations, political science, and economics to
create a comprehensive understanding of microstate behavior
in the global arena.

Investigating the bilateral and multilateral relationships that
microstates maintain with larger countries and international
organizations can provide insights into their diplomatic
strategies. This research could assess how microstates
leverage these relationships to enhance their influence and
secure favorable outcomes in international negotiations.
Further research could focus on the economic diplomacy
strategies employed by microstates, particularly in sectors
such as finance, tourism, and technology. This could involve
analyzing how microstates position themselves as hubs for
investment and innovation while navigating the complexities
of international trade agreements.

In summary, further research in microstate diplomacy and its
relationship with the EU and international diplomacy can
contribute to a deeper understanding of how small states
operate within the global system. By exploring these areas,
scholars can provide valuable insights that inform both
academic discourse and practical policy considerations.

Counter-arguments

Counterarguments against substantiating the relationship
between the EU's internal market and Monaco, as well as the
strengthening of microstate diplomacy, can be framed around
several key points:

Critics may argue that Monaco's economic activities are
primarily driven by its unique financial services and luxury
tourism sectors, which may not significantly benefit from EU
internal market integration. The argument posits that
Monaco's economic model is already established and may not
require further alignment with EU regulations to thrive.
There may be apprehensions regarding the potential loss of
sovereignty that could accompany deeper integration into the
EU's internal market. Opponents might argue that aligning
with EU standards could limit Monaco's ability to
independently shape its economic policies and regulatory
frameworks, thereby undermining its microstate identity.
Some may contend that Monaco's reliance on France as a key
intermediary in its diplomatic and economic relations
diminishes the necessity for direct engagement with the EU's

internal market. This perspective suggests that Monaco's
existing relationship with France provides sufficient
access to EU markets without the need for formal
integration.

Critics could highlight that the experiences of different
microstates vary significantly, and what works for Monaco
may not be applicable to others. This argument
emphasizes that the unique historical, cultural, and
economic contexts of each microstate can lead to divergent
outcomes in their diplomatic strategies and relationships
with the EU.

There may be concerns that deeper integration into the
EU's internal market could lead to increased competition
among microstates, particularly in sectors like finance and
tourism. Critics might argue that this competition could
undermine Monaco's competitive advantages and lead to
a dilution of its unique offerings.

Opponents may argue that even with closer ties to the EU's
internal market, Monaco's influence in EU decision-
making processes would remain limited due to its non-
member status. This perspective suggests that the benefits
of integration may not translate into meaningful
diplomatic leverage or policy influence within the EU.
Some may assert that the relationship between Monaco
and the EU's internal market is more symbolic than
substantive. Critics could argue that while Monaco may
gain visibility and recognition through its association with
the EU, the actual benefits in terms of economic
integration and diplomatic strength may be minimal.

In summary, these counterarguments highlight the
complexities and potential drawbacks of substantiating
the relationship between the EU's internal market and
Monaco, as well as the implications for strengthening
microstate diplomacy. Addressing these concerns is
essential for a balanced understanding of the dynamics at
play in this context.

Scenarios

Scenario-making is a strategic technique to think outside
the box with the long light on in order to create strategic
leap in thinking.

Exploring the scenarios under the status quo between
Monaco and the EU, as well as within Monaco's princely
and urban governance, can provide valuable insights for
strategic foresight and leadership. Here are some potential
scenarios and the lessons that can be drawn from them:
Scenario 1: Continued Diplomatic Dependency on France
In this scenario, Monaco's reliance on France for
diplomatic representation and access to EU networks
remains strong. While this dependency may limit
Monaco's direct influence in EU decision-making, it also
provides a safety net through France's established
relationships and negotiation power.

Strategic Insights:

- Leverage France's Influence: Monaco can capitalize on
France's diplomatic clout to advocate for its interests
within the EU, ensuring that its unique needs are
considered in broader discussions.

- Strengthen Bilateral Relations: By deepening its
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partnership with France, Monaco can enhance its position as a
trusted ally, potentially gaining more favorable terms in
negotiations.

- Focus on Niche Areas: Monaco should identify specific
sectors where it can assert influence, such as finance and
tourism, to ensure its voice is heard even within the
constraints of dependency.

Scenario 2: Limited Economic Integration

Analysis:

Monaco's continued operation outside the EU's internal
market allows it to maintain its specialized economic model,
particularly in finance and tourism. However, this scenario
risks missing opportunities for broader economic
collaboration and regulatory alignment.

Strategic Insights:

- Explore Strategic Partnerships: Monaco can seek
partnerships with EU member states to enhance economic
collaboration without full integration, focusing on sectors
where it excels.

- Adapt to Regulatory Changes: By staying informed about EU
regulations, Monaco can proactively align its practices to
facilitate smoother interactions with EU markets.

- Diversify Economic Activities: Expanding into new sectors,
such as technology or sustainable industries, can help mitigate
risks associated with limited economic integration.

Scenario 3: Cultural Leadership

Analysis:

Monaco's emphasis on cultural events and tourism enhances
its visibility and soft power within Europe. This scenario
underscores the importance of cultural diplomacy in
maintaining relevance in the EU context.

Strategic Insights:

- Enhance Cultural Diplomacy: Monaco should continue to
invest in high-profile cultural events that attract international
attention, reinforcing its image as a cultural hub.

- Collaborate with EU Cultural Initiatives: Engaging with EU
cultural programs can provide Monaco with additional
platforms to showcase its cultural assets and strengthen ties
with member states.

- Utilize Soft Power: By leveraging its cultural influence,
Monaco can advocate for its interests in EU discussions, using
cultural diplomacy as a tool for broader engagement.

Scenario 4: Environmental Leadership

Analysis:

In this scenario, Monaco positions itself as a leader in
environmental initiatives, particularly in marine conservation
and sustainability. This alighment with EU environmental
goals enhances its global reputation and opens avenues for
collaboration.

Strategic Insights:

- Pursue Collaborative Projects: Monaco can initiate joint
environmental projects with EU member states, showcasing
its commitment to sustainability and enhancing its diplomatic
standing.

- Capitalize on Environmental Expertise: By promoting its

environmental initiatives, Monaco can attract investment
and partnerships in green technologies and sustainable
practices.

- Engage in EU Environmental Frameworks: Actively
participating in EU environmental discussions can help
Monaco influence policy while reinforcing its role as a
leader in sustainability.

Scenario 5: Urban Governance

Monaco's implementation of innovative urban governance
strategies, such as smart city initiatives and sustainable
urban planning, positions it as a model for other
microstates and cities.

Strategic Insights:

- Showcase Best Practices: Monaco can share its urban
governance successes with other microstates, enhancing
its reputation as a leader in effective governance.

- Engage in Knowledge Sharing: Collaborating with EU
cities on urban innovation can provide Monaco with
insights and resources to further enhance its governance
strategies.

- Align with EU Urban Policies: By aligning its urban
initiatives with EU policies, Monaco can strengthen its
integration into broader European frameworks while
maintaining its unique identity.

In summary, applying scenario-making to Monaco allows
for a comprehensive understanding of potential futures
and strategic implications. By exploring these scenarios,
Monaco can develop targeted strategies that leverage its
strengths, navigate challenges, and enhance its influence
within the EU context.

Implications for Strategic Insights and Learnings
Monaco's reliance on France underscores the importance
of building strong bilateral relationships. This insight can
inform other microstates on the value of strategic
partnerships to enhance their diplomatic influence.

The status quo illustrates the need for microstates to
balance their desire for autonomy with the benefits of
integration into larger economic frameworks. This insight
can guide microstates in navigating their relationships
with larger entities like the Europe.

Monaco's focus on cultural and event diplomacy highlights
the potential for soft power to enhance a microstate's
visibility and influence. Other microstates can learn from
this approach to strengthen their own diplomatic efforts.
Monaco's commitment to environmental leadership
demonstrates how microstates can leverage niche
expertise to gain recognition and influence. This insight
encourages microstates to invest in specialized areas that
align with global priorities.

Monaco's urban governance innovations can serve as a
benchmark for other microstates. This insight emphasizes
the importance of adopting best practices in governance to
enhance effectiveness and resilience.

Implications for Foresight and Leadership of the EU

The EU can enhance its leadership by actively engaging
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with microstates like Monaco, recognizing their unique
contributions and potential for collaboration. This foresight
can lead to more inclusive policies that consider the needs of
smaller entities.

The EU can support knowledge transfer initiatives that allow
microstates to share best practices in areas such as
environmental sustainability and urban governance. This
foresight can strengthen the overall capacity of the EU and its
member states.

Encouraging collaborative projects between microstates and
EU member states can foster innovation and mutual benefit.
This strategic insight can enhance the EU's cohesion and
leverage the strengths of diverse actors.

The EU can learn from Monaco's use of cultural diplomacy and
soft power, recognizing the importance of these elements in
enhancing its global standing. This foresight can inform the
EU's approach to international relations.

The EU can adopt a nuanced approach that supports the
autonomy of microstates while encouraging their integration
into broader frameworks. This strategic insight can help
maintain the unique identities of microstates while fostering
collaboration.

In summary, analyzing the status quo between Monaco and
the EU, as well as within Monaco's governance, provides
valuable lessons for both microstates and the EU. By drawing
on these scenarios and insights, stakeholders can develop
more effective strategies for diplomacy, governance, and
collaboration in the future.

Policy recommendations

Monaco’s diplomacy is multi-dimensional, and several aspects
could be amplified or transformed by integration into the EU
Single Market. Entering the internal market would not just be
an economic step—it would strategically enhance Monaco’s
diplomatic reach, visibility, and leverage. Here’s a detailed
elaboration:

Economic Diplomacy and Financial Influence

Monaco’s financial diplomacy—its ability to attract capital,
investors, and high-net-worth individuals—would be
strengthened by Single Market entry. Harmonization with EU
financial regulations would increase credibility and
transparency, allowing Monaco to participate more fully in
cross-border investment flows. This would give it a stronger
voice in European financial networks, allowing it to shape
discussions on wealth management, green finance, and
sustainable investment practices, effectively turning its
microstate advantage into a diplomatic asset.

We recommend Monaco consider reinforcing its defenses
against money laundering by tightening its regulatory
framework and ensuring closer alignment with international
standards such as those of the FATF. Stronger supervisory and
enforcement mechanisms would help monitor financial
institutions, casinos, and luxury sectors, with clear sanctions
for non-compliance. Expanding the resources and analytical
capacity of SICCFIN, Monaco’s financial intelligence unit,
would improve detection and reporting of suspicious
transactions. Greater cross-border cooperation with
European and global partners would enhance intelligence

sharing and coordinated investigations. At the same time,
engaging the private sector through stricter due diligence
requirements and training programs would strengthen
compliance culture. Leveraging advanced technologies,
including Al-driven monitoring systems, could help
identify unusual transaction patterns in high-risk areas
like real estate and art. Finally, improving transparency
around corporate ownership and financial flows would
build public trust and demonstrate Monaco’s commitment
to robust governance.

Wellness and Health

Monaco could developing eco-conscious wellness
tourism that aligns with global sustainability trends and
by offering hybrid packages that combine spa luxury with
mindfulness and holistic practices. It could consider
leveraging Al and digital health tools to personalize
wellness journeys, making them more innovative and
future-oriented. It could expand into community and
preventive health programs. Monaco’s wellness sector is
built around luxury spas and fitness centers, but it could
expand further by embracing health tourism. Explorative
offerings such as mindfulness retreats, nutrition
programs, and eco-conscious therapies would diversify
beyond traditional beauty and relaxation. Experimental
approaches, including preventive screenings and
rehabilitation programs, could establish Monaco as a hub
for medical wellness. A mixed-methods framework would
integrate  qualitative lifestyle experiences with
quantitative medical services, ensuring both holistic and
evidence-based care. By ordering its wellness offerings
into luxury, medical, holistic, and sustainable tiers,
Monaco could position itself as a leader in global health
tourism.

The Netherlands is spearheading the development of a
citizen-centered health application, which presents an
opportunity for Monaco to study and potentially adapt its
features. Examining this initiative would allow Monaco to
understand best practices in digital health governance,
citizen engagement, and secure data management, while
evaluating how similar tools could enhance healthcare
accessibility, monitoring, and preventive care within the
principality. Such a review could inform strategic
decisions on integrating digital health solutions into
Monaco’s healthcare system, aligning technological
innovation with public health objectives and citizen needs.
Smart Monaco- strategy

Monaco’s “smart strategy”—focusing on digitalization,
innovation, sustainability, and high-value economic
positioning—could be strengthened by deepening data-
driven governance, investing in next-generation digital
infrastructure, and expanding regional and international
partnerships to leverage expertise and markets.
Integrating smart mobility, energy, and urban planning
solutions would optimize resource use while enhancing
quality of life for residents and visitors. Finally, fostering a
knowledge and innovation ecosystem through incubators,
research hubs, and cross-sector collaboration would
solidify Monaco’s role as a leading microstate for advanced
services, culture, and technology. There is inertia on both
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sides of the border.
Your Monaco App

To strengthen the Your Monaco app as a core public-policy
instrument, the Government of Monaco should position it as
the single digital gateway for resident, commuter, and visitor
interaction with public services, mobility, and civic life3s. The
app should prioritise deep personalisation, using opt-in data
to deliver context-aware alerts on transport, events,
administrative deadlines, and public safety, thereby
increasing daily utility and retention. Real-time integration
with transport, parking, and urban management systems
should be expanded so the app functions as a predictive urban
management tool, not merely an information platform. Civic
participation features should be reinforced by enabling
structured consultations, polls, and multimedia feedback,
strengthening institutional responsiveness and public trust.
The app should systematically integrate local commerce and
cultural institutions, supporting Monaco’s retail, hospitality,
and cultural ecosystem without crowding out high-value
flagship attractions. Accessibility standards and multilingual
quality should be elevated to reflect Monaco’s international
population and ageing demographic. Data governance and
privacy transparency must be made highly visible to reinforce
Monaco’s reputation for institutional reliability and
discretion. Usage analytics should be embedded as a policy
feedback mechanism to guide service prioritisation and urban
planning decisions. Cross-platform interoperability with other
national digital services should be mandated to avoid
fragmentation and duplication. Finally, sustained public
communication and digital literacy initiatives should frame
Your Monaco not as an app, but as a core component of
Monaco’s smart, high-trust governance model.3¢

Shopping

Monaco should diversify its retail ecosystem to balance luxury
specialization with essential goods, creating greater everyday
convenience for residents and staff. Strategic incentives could
attract mid-market, grocery, and DIY retailers, particularly in
mixed-use or peripheral zones, without diluting the luxury
brand. Public-private partnerships can encourage small-scale,
high-quality local shops for daily needs, integrating them with
tourism and cultural circuits. Urban planning should allocate
flexible commercial spaces that allow adaptive use for
electronics, sporting goods, and casual apparel, responding to
resident demand and seasonal flows. Finally, cross-border
coordination with neighboring French and Italian towns can
complement Monaco’s gaps, ensuring access to broader goods
while reinforcing the principality’s sustainability and regional
integration goals.

Education

35 https://yourmonaco.mc/en
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To strengthen educational governance and position
Monaco more effectively within international education
policy frameworks, it is recommended that the
Principality prioritise systematic international
benchmarking as a core governance tool. The absence of
Monaco from OECD PISA datasets should be addressed not
as a reputational gap but as a governance opportunity.
Participation in OECD assessment frameworks, either
through full engagement in PISA or through the PISA for
Schools programme, would provide internationally
comparable evidence on student learning outcomes and
enable more strategic, data-driven policy formulation.
Educational governance would further benefit from the
institutionalisation of national assessment mechanisms
aligned with OECD methodologies, particularly those
emphasising applied competencies, problem-solving, and
transversal skills. Embedding such assessments within the
Ministry of Education’s strategic planning cycle would
strengthen policy coherence, enhance accountability, and
improve the system’s capacity to monitor reform
outcomes over time. This alignment would also facilitate
constructive comparison with neighbouring education
systems, notably France, while preserving Monaco’s
institutional autonomy.

Governance capacity should also be reinforced through
sustained investment in  teacher  professional
development, with a focus on evidence-based pedagogical
practices and formative assessment. Strengthening the
feedback loop between classroom practice, school
leadership, and central authorities would improve the
translation of assessment data into instructional
improvement, thereby anchoring governance reforms at
the operational level of the education system.

Finally, Monaco should integrate equity considerations
explicitly into its education governance framework.
International evidence demonstrates that systems
combining high performance with low socio-economic
variance are the most resilient. Establishing mechanisms
to monitor inclusion, learning disparities, and student
well-being alongside academic outcomes would enhance
both the legitimacy and effectiveness of governance
reforms.

Taken together, these measures would shift Monaco’s
education system from implicit alignment with external
models toward a more autonomous, analytically grounded
governance framework. By adopting international
benchmarks, strengthening institutional coordination, and
embedding evaluation into policy cycles, Monaco can
reinforce its educational governance capacity while
enhancing its visibility and credibility in global education
policy debates.

Cultural Diplomacy and Event-Based Influence
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Monaco’s globally recognized events—such as the Grand Prix,
high-level  regattas, and international = swimming
competitions—already serve as soft-power tools. Integration
into the Single Market would allow these events to be framed
as not only national but European showcases, strengthening
Monaco’s cultural diplomacy. It would gain new partnerships,
co-hosting opportunities, and visibility across the EU,
reinforcing the principality’s image as a hub of elite culture,
innovation, and sports diplomacy.

Given the situation at Momac in Nice , Villa Paloma, part of
Monaco’s Nouveau Musée National, has the potential to stand
out more strongly within the Riviera’s cultural scene. Its
identity as a hub for contemporary and experimental art
differentiates it from the region’s more traditional museums.
By curating bold exhibitions that address global themes such
as climate, technology, and identity, it can establish itself as
Monaco’s avant-garde voice. Collaborations with nearby
institutions like the Fondation Maeght, the Matisse Museum,
and the Picasso Museum would situate Paloma within a
network of Riviera excellence. Expanding into immersive
experiences such as artist residencies, outdoor performances,
and cross-disciplinary events would diversify its appeal. A
stronger digital presence, including virtual tours and
interactive apps, would attract international audiences and
enhance visibility. Positioning itself as a sustainable cultural
hub through eco-conscious exhibitions and operations would
align with global tourism trends. Altogether, these strategies
would allow Villa Paloma to shine as a distinctive and
forward-looking institution within the Riviera’s rich cultural
constellation. Here, stakeholder-based engagement is
particularly relevant.

The Statistics Department of Monaco

IMSEE should expand its research scope to include thematic
studies on social inclusion, digital economy, and
environmental indicators to better inform policy. It should
enhance international engagement by partnering with
Eurostat, OECD, and other statistical bodies to benchmark
Monaco’s performance and adopt best practices. Data
accessibility should be improved through interactive
dashboards, open datasets, and more multilingual content to
reach a wider audience. Investment in technical capacity,
including data science tools and staff training, will improve the
timeliness and depth of statistical production. Statistical
literacy initiatives, such as public workshops and seminars,
should be promoted to encourage evidence-based decision-
making across government, business, and civil society.
Strengthening domestic data partnerships with private sector,
academic, and public institutions can enrich data coverage and
reduce reporting burdens. Communication of key findings
should be strategic, ensuring that IMSEE’s analyses directly
inform policy debates and long-term planning. Finally, IMSEE
should adopt a structured performance framework with
measurable objectives to monitor impact and continuously
improve its outputs . The new annuaire helps ensure
accountability and participatory governance is well
structured and to reassure the citizenry progresses are made
in a meaningful manner during the annual discharge of duty
bound and result-driven public policy.

Scientific and Environmental Diplomacy

Monaco has world-class institutions focused on
oceanography, climate research, and marine biodiversity.
Entry into the Single Market would enable deeper
collaboration on EU research programs, joint funding
mechanisms, and environmental initiatives, positioning
Monaco as a key European partner in sustainability and
Blue Economy diplomacy. This would enhance its ability to
convene and influence regional and global environmental
policy discussions.

Regional and Cross-Border Diplomacy

Situated between France and Italy, Monaco’s diplomacy
often operates at the regional level, balancing relations
with its larger neighbors. Single Market participation
would formalize cross-border economic and regulatory
integration, allowing Monaco to act as a model microstate
in European governance. Its experience in managing
highly cross-border economies and regulatory
coordination could be leveraged in EU diplomacy on small-
state representation and micro-regional initiatives.

Innovation and Knowledge Diplomacy

Monaco’s innovation-driven sectors—Iluxury tech, marine
biotech, sustainable urban design—could be amplified
through access to the Single Market. By participating fully
in EU research and innovation programs, Monaco would
not only accelerate domestic innovation but also export
knowledge and expertise across Europe, enhancing its
diplomatic influence in knowledge-based cooperation,
scientific networks, and digital governance.

Tourism and Soft-Power Diplomacy

Monaco’s tourism diplomacy—Ileveraging the
principality’s brand, events, and lifestyle—would benefit
from seamless access to the internal market, facilitating
easier travel, investment, and promotional campaigns.
This would strengthen its role as a European destination
of choice, linking leisure, culture, and economic
partnerships in ways that boost both its visibility and its
negotiating leverage in EU policy discussions.

Urban planning and event management in Monte Carlo
should carefully regulate crowd flows to ensure that large
gatherings do not deter high-value attractions, such as
luxury cars and VIP clientele, particularly around iconic
sites like the Casino. Measures could include designated
pedestrian zones, staggered access times, and enhanced
security and signage to maintain both public engagement
and the exclusive character of key venues. Balancing
public accessibility with the preservation of Monaco’s
luxury appeal will help sustain the Principality’s brand and
economic vitality.

Prince’s Palais

If the castle seeks to assert stronger ownership of its own
space, it could reduce public opening hours and replace
them with exclusive, high-value programming that
enhances prestige, cultural impact, and revenue. This
could include curated guided experiences, private events,
scholarly residencies, and thematic exhibitions that align
with Monaco’s heritage narrative. Digital engagement—
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virtual tours, augmented reality storytelling, and
subscription-based content—can maintain public access
without physical strain. Partnerships with cultural

institutions, universities, and international networks can
generate intellectual and reputational capital. Such a shift
would balance exclusivity with accessibility, reinforce the
castle as a symbol of principality identity, and transform it
from a passive tourist site into an active cultural hub and
strategic asset.

In essence, Single Market entry would turn Monaco’s unique
capacities—financial acumen, cultural events, environmental
expertise, and innovation—into instruments of European-
level diplomacy. It would expand Monaco’s sphere of influence
from a regional microstate to a microstate with strategic
European impact, combining soft power, knowledge
leadership, and financial credibility.

PErSPECTIVE

A city-level diplomatic strategy for Monaco would need to
address the principality’s unique microstate dynamics,
regional embeddedness, and global ambitions. Key issues it
would have to tackle include the following:

Monaco’s sovereignty and international positioning. Even as a
city-state, it must balance autonomy with deep integration
into France and the EU economic and regulatory space,
ensuring that its diplomatic initiatives respect bilateral
treaties while expanding soft-power influence.

Economic diplomacy and competitiveness. Monaco’s strategy
should leverage its high-value sectors—finance, luxury
tourism, maritime services, and events—both to attract
investment and to shape regional and global economic
networks. This includes positioning the city as a hub for
sustainable finance, blue economy innovation, and specialized
service exports.

Cultural and event diplomacy. Monaco’s international profile
depends heavily on its global events, arts, and sports. A
diplomatic strategy must ensure that cultural initiatives
reinforce the city’s brand, promote partnerships with regional
hubs like Nice and Cannes, and amplify Monaco’s soft power.
Regional integration and collaboration. Diplomatic outreach
must address cooperation with the Alpes-Maritimes corridor,
Provence, and neighboring municipalities to enhance
competitiveness, innovation, and sustainable development
while avoiding friction over territorial or regulatory issues.
Security and resilience. This includes energy security, climate
adaptation, and maritime safety. Monaco’s diplomacy must
navigate dependence on France for infrastructure and energy
while exploring innovative local solutions and cross-border
collaborations.

Legal and regulatory alignment. International agreements, EU
directives, and multilateral commitments require careful
navigation to maintain Monaco’s flexibility while meeting
obligations in trade, finance, and sustainability.

Global visibility and multilateral engagement. Monaco must
identify areas where it can punch above its weight, such as
marine conservation, climate finance, and luxury cultural
diplomacy, building coalitions and networks to amplify
influence despite its small size.

In essence, a city-level diplomatic strategy for Monaco would
combine sovereignty preservation, economic leverage,

cultural soft power, regional collaboration, and global
visibility, structured to turn the principality’s small size
into an advantage rather than a limitation
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