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To the reader

Aland is located in a strategically important place, near a sea
route to Stockholm. This strategic position was one of the fac-
tors that influenced the decision of the Paris Peace Conference
in 1856 to demilitarise the Aland Islands.

The population of Aland wanted the islands to become part
of Sweden, but through a decision of the League of Nations in
1921 Finland gained sovereignty over Aland, which was granted
extensive autonomy. The Alanders were guaranteed the pres-
ervation of their Swedish language and their culture and local
customs. However, issues such as legislation, the economy and
rights of ownership were only solved after the Second World
War. The Act on the Autonomy of Aland has undergone two
total revisions, in 1951 and 1991. An amendment to its provi-
sions on the European Union entered into force on 1 June 2004.
These new provisions enhance the status of Aland’s autonomy in
relation to the EU.

Up to the early 1960s, the relationship between Aland and main-
land Finland was marked by numerous controversies. Aland
became a member of the Nordic Council at the beginning of the
1970s and has been part of the European Union since Finland’s
accession to the EU in January 1995.

The Act on the Autonomy of Aland gave the Alanders the
right to decide autonomously whether the province should be
integrated into the European Union. In order to safeguard the
economy and autonomy of Aland, Finland negotiated special
arrangements for the islands. They are established by the Aland
Protocol, which is part of the agreement on Finland’s accession
to the EU. By adopting the Aland Protocol, the EU Member
States accepted the existing limitations on the rights to own
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real property and to exercise a trade in Aland. These rights are
closely connected with the right of domicile in Aland.

The EU legislation on indirect taxation is not applicable in
Aland, which means that imports and exports to and from the
province fall outside the Union’s taxation territory. The tax free
sales on journeys between Aland and the rest of the Union are
the most visible example of this.

Although Aland is one of the 20 provinces of Finland, it does
not fit into the standard format for a province. The monolin-
gually Swedish-speaking Aland has a strong individual identity,
which is reflected in a flag and postage stamps of its own, to
mention just two examples.

The Europe Information Unit of the Ministry for Foreign Affairs
has a customer service unit in Aland. This review of Aland in
the European Union was written by Soren Silverstrom, who has
served as the Europe Information Unit’s Regional EU Informa-
tion Officer in Aland.

Europe Information in Aland is located on the ground floor of
the State Office Building, whose address is Torggatan 16, Marie-
hamn. Its telephone number is +358 10 3456 250.

Helsinki in November 2005

EUROUPE I NFORMATTION
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Introduction

Aland is an autonomous, demilitarised, Swedish-speaking
province of Finland. It comprises some 6 500 islands and islets.
The provice has a population of 26 000. Mariehamn is the only
town in Aland. The municipality of Sottunga with its approxi-
mately 130 residents is the smallest municipality in the province
and the whole of Finland. From both a Finnish and a European
point of view Aland has a special status, reflected partly in the
terminology denoting Aland’s status in Finland. The Act on the
Autonomy of Aland makes a distinction between Aland and the
State, and when Alanders speak about the State, they are refer-
ring to the rest of Finland.

The grounds for Aland’s status in the EU are rooted in the
history of the province. Even before Finland’s accession to the
EU, the status of Aland was defined by international decisions.
The autonomy of Aland was primarily guaranteed by a decision
of the League of Nations (the predecessor of the United Nations)
in 1921. Today, the EU regulates an increasing part of all legis-
lation, and the decision-making power of the Member States
has been reduced. The word federalism occurs occasionally in
discussions about the EU. Then, it should be borne in mind that
the relationship between Aland and the State of Finland shows
some federalist features. Moreover, Aland’s autonomy involves
determining which decisions the province is to make independ-
ently and which decisions fall under the competence of the
State. Aland has been said to function like an independent state
in those sectors where the province has legislative power.
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In this article we provide a review of various effects of EU
membership on Aland. The most fundamental effects will ap-
pear only gradually.
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The historical background of Aland’s status
under constitutional and international law

Aland’s special status in both national and international terms
is based on past international relations. Superpowers have of-
ten showed interest in the strategically important location of
the province. For instance, Napoleon is said to have stated that
Aland in the hands of a superpower would be like a weapon
pointed at Sweden’s heart. During the Russian era, Aland - like
the whole of Finland - was incorporated in the Russian Empire.
Russia wished to strengthen Aland and begun to construct a
large fortress at Bomarsund on the main island of Aland, in
the current municipality of Sund. The Bomarsund fortress was,
however, destroyed by French and English forces at the time of
the Crimean War. Under the Peace of Paris of 1856, Aland was
demilitarised through a unilateral commitment by Russia. Thus
the demilitarisation of Aland was protected by international
law. Today, Aland celebrates its demilitarisation annually on 30
March, which is - like Autonomy Day - an official flag-raising
day in the province.

When the Russian Empire collapsed and Finland started its
way towards independence, attained in 1917, public opinion in
Aland was largely in favour of reincorporating the province into
Sweden. Finland did not accept such aspirations and was only
willing to grant Aland limited autonomy. The Aland question
was referred to the newly established League of Nations, which
resolved it in June 1921. Finland gained sovereignty over Aland
and committed itself to guarantee the Alanders the preservation
of their Swedish language, culture and local customs.

The resolution of the Aland question has often been de-
scribed as a compromise in which all parties won something.
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Aland was not incorporated into Sweden, but the Alanders
gained autonomy with guarantees under international and
constitutional law. Finland could keep Aland, but the province
was to be granted a special status in Finland. Sweden was pre-
sumably satisfied with the continued demilitarisation of Aland,
because there were now certain guarantees that its strategic lo-
cation would not become a military threat in the future.

Thus, the question of Aland was resolved internationally
in 1921, and at the same time the League of Nations decided
to conclude a convention on the demilitarisation and neutrali-
sation of the province. The convention was signed by ten Eu-
ropean states during the same year. Russia is not party to the
convention of 1921, but the 1940 Moscow Treaty and the 1947
Paris Peace Treaty contain provisions on the demilitarisation of
Aland. Anyone who has the right of domicile or was born in
Aland or moved there before the age of 12 is exempt from con-
scription for military service. This exemption is not, however,
actually based on Aland’s demilitarisation.

After resolving the issue of Aland with the cooperation
of the League of Nations, Finland faced the question of how
Aland’s autonomy should be implemented in practice. The
Finnish Parliament had passed the Act on the Autonomy of
Aland in 1920, but the Alanders had been unwilling to accept
it at that time. Now, however, they were ready to apply the Act.
After the addition to the Act of some supplementary provisions
on land acquisition and voting rights, the first election of rep-
resentatives to the Aland Parliament (lagtinget) was arranged
in 1922. The Aland Parliament held its first plenary session on
9 June 1922. Aland’s Autonomy Day is celebrated annually on
9 June. The Act on the Autonomy of Aland, which regulates,
inter alia, the division of legislative powers between Aland and
the State of Finland, has been revised completely twice, in 1951
and 1991.
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Aland’s autonomy

The autonomy of Aland means that the province enacts legisla-
tion independently in a great number of sectors, the most im-
portant of which are:

« education, culture and management of historical sites
« health care and medical care

o promotion of industries

o internal transport

« municipal administration

o the police

« postal services

« radio and television.

The position of Provincial Governor of Aland is one of the spe-
cial features of the relationship between the province and the
State of Finland. The Governor represents the State in Aland,
but only a person accepted by the Alanders themselves can be-
come Governor. He or she is appointed by agreement between
the President of Finland and the Speaker of the Aland Parlia-
ment.

Aland’s autonomy also means that the province has legislat-
ive and administrative institutions of its own. The legislative
assembly of Aland, the Aland Parliament, enacts provincial
legislation in sectors that fall within the terms of autonomy and
appoints the Government of Aland (landskapsregeringen).

The Aland Parliament has 30 members and is elected every
fourth year. The political groups in Aland are independent from
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the political parties in mainland Finland. Currently, the follow-
ing groups are represented in the Parliament: the Aland Centre
(Alindsk Center), the Liberals in Aland (Liberalerna pa Aland),
the Moderates (Frisinnad Samverkan), the Aland Social Demo-
crats (Alands Socialdemokrater), the Independents (Obunden
Samling), Alands Future (Alands Framtid) and the Aland Pro-
gressive Group (Aland’s framstegsgrupp). The Government of
Aland drafts and implements the provincial administration acts.
The eight-member Government is headed by a chairperson who
bears the title of Counsellor. The Government must enjoy the
confidence of the Aland Parliament, in accordance with that
principle of parliamentarism.

Besides legislative and administrative institutions of its
own, which are elements of autonomy, Aland also has concrete
rules aimed at preserving the Swedish language and the local
culture and customs. When the League of Nations had resolved
the question of Aland in 1921, a set of rules was established in
order to preserve this heritage. Special requirements were laid
down concerning mainly the language, land ownership, the
right to exercise a trade and the right to vote.

Aland is a monolingually Swedish-speaking province,
which means that Swedish is the official language of the prov-
ince and its municipalities and the State too uses Swedish as its
official language in Aland. All documents addressed by State
authorities to Aland have to be written in Swedish. Swedish is
the language of instruction in all Alandic schools. The Alanders
are active in defending their monolingualism, and an Alandic
identity can be said to exist separately from the Finnish identity.
Aland has a flag and postage stamps of its own.

The right of domicile in Aland is a form of regional
citizenship, introduced to protect the local culture and Swedish
language and to guarantee that the land is kept in Alandic own-
ership. The right of domicile in Aland shall belong to a child un-
der 18 years of age who is a citizen of Finland and a resident of
Aland, provided that the child’s father or mother has the right

14 ALAND IN THE EUROPEAN UNION



of domicile. Also people who have moved to Aland may apply
for the right of domicile, but only after having lived there for five
years, and they are additionally required to be Finnish citizens
and have a satisfactory knowledge of the Swedish language.
Only persons with the right of domicile are entitled to vote and
stand as candidates in elections for the Aland Parliament. Any-
one who has had his or her habitual residence in a municipality
in Aland for the last three years has the rights to vote and stand
as a candidate in municipal elections. There are also limitations
on the right to acquire real property and the right to exercise
a trade. The Act on the Acquisition of Real Property in Aland
lays down the principles for such acquisitions. Anyone who has
resided outside the province for more than five years forfeits his
or her right of domicile.

Aland differs from the other Finnish provinces also in
terms of economy. The State of Finland levies taxes, customs du-
ties and charges in Aland, but compensates for the expenditure
of the province by allocating a State budget appropriation for
use by the Aland Parliament. Thus, the State refunds the sum
needed for those responsibilities of society which the province
handles on behalf of the State. The appropriation is 0.45 per cent
of the estimated annual revenues in the central government ac-
counting, State borrowings excluded.

Aland’s autonomy has very strong constitutional protec-
tion. The Act on the Autonomy of Aland may be amended only
by the Parliament of Finland as provided for the amendment
and repeal of the Constitution, and by a decision of the Aland
Parliament.

Aland became a member of the Nordic Council in 1970.
The Aland Parliament nominates two of the 87 members of the
Council, and the Government of Aland participates in the work
of the Nordic Council of Ministers. Aland’s membership of the
European Union had, however, much stronger consequences to
the province than its membership of the Nordic Council.

ALAND IN THE EUROPEAN UNION 15



It was important to Aland that its special status would
remain safeguarded if the province became a member of the
EU. Initially, It seemed that certain derogations were necessary
to make Aland’s EU membership possible. For instance, it was
difficult to combine the right of domicile with EU membership
without derogations. The strong dependence of Aland’s econo-
my on merchant shipping and passenger ferry traffic and the
consequences that EU membership might entail were regarded
as threats.
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Aland’s path to the EU

Aland chooses the “inside track” in the integration process

The late 1980s saw great upheavals in the vicinity of Finland,
such as the Soviet Union’s collapse and dissolution, which con-
tributed decisively to Finland’s orientation towards the West.
Finland’s efforts to take an active part in Western European in-
tegration became increasingly visible when the country became
a full member of the Council of Europe in 1989. At approxi-
mately the same time Finland begun to negotiate on the EEA
Agreement (the European Economic Area). Finland’s member-
ship plans developed rather rapidly, and in March 1992 it filed
an application for membership in the European Communities.

It was seen at an early stage that some central aspects of
Aland’s autonomy could hardly be combined with the princi-
ples associated with Western European economic integration.
The Single European Act introduced the objective of creating
a common market without internal borders where goods, ser-
vices, persons and capital could move freely across borders.
This objective could not be reconciled with those limitations
on, for instance, the rights to exercise a trade and to acquire real
property which are incorporated in the Alandic right of domi-
cile. If Aland had joined the EU without derogations agreed
in advance, the right of domicile would have conflicted with
EC legislation. In respect of Aland, Finland had to choose its
strategy towards the EU as early as the negotiations on the EEA
Agreement in 1989-1991. The Agreement entered into force at
the beginning of 1994, one year before Finland’s final accession
to the EU. Thus, the EEA Agreement was only an interim stage
before full EU membership.
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Aland had two main options to choose between: “the in-
side track” and “the outside track”. ”The inside track” meant that
Aland could participate in the integration process and aspire to
become part of the EEA and later of the EU. To preserve the
right of domicile, it was necessary to negotiate some kind of
special arrangements. There are some islands and other areas in
Europe which have a special status within the EU, but none of
these could serve as a model for arranging Aland’s relationship
with the EU.

”The outside track” would have meant Aland’s opting out
of the integration process just as the autonomous Danish terri-
tories of Greenland and the Faroe Islands are outside the Euro-
pean Union. But even if Aland had opted out of the integration
process, it would have been necessary to regulate its relation-
ship with the Union in some way, for example by a cooperation
agreement. Today it can be seen that Aland ended up on “the
inside track”, with certain derogations, but such a situation was
not at all self-evident at the beginning of the 1990s.

The Aland Parliament approved the EEA Agreement in
November 1992 almost without controversy, and the discus-
sion around the Agreement was rather dispassionate. This was
presumably partly due to the fact that the limitations on land
acquisition and the right to exercise a trade linked to the right of
domicile were excluded from the scope of the Agreement. The
EEA Agreement pointed the direction for Aland’s later status in
the EUL

Aland’s position in the membership negotiations

The decision on Finland’s EU membership had significant ef-
fects on Aland’s autonomy and was one of the most important
decisions in the province’s history. According to the Act on the
Autonomy of Aland, the conclusion of international treaties
concerning matters within the competence of Aland is subject
to the consent of the Aland Parliament. The agreement on Fin-
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land’s accession to the European Union was such a treaty.

Finland aimed to guarantee special arrangements to safe-
guard Aland’s autonomy, right of domicile and economy. Above
all, it was important to ensure the continuity of the right of
domicile after Finland’s accession to the EU. The underlying
reason for exempting Aland from the EU taxation rules was
that all tax-free sales would be abolished in the EU in 1999 and
this would have significant effects on Aland, which is largely
dependent on shipping and tourism. Certain studies before
membership indicated that Aland’s economy might decline by
as much as 50 per cent, if the tax free sales on board the ferries
sailing between Finland, Sweden and Aland were abolished. A
fall in income from ferry traffic might cause a chain reaction
with negative effects on the tourism industry as a whole.

A group of senior officials, known as the Jaaskinen Group,
was set up to deal solely with the question of Aland in the ne-
gotiations. This group was one of many committees responsible
for practical preparations for the membership negotiations.
In parallel with this process between Aland and the State of
Finland, the Finnish Government also conducted unofficial
negotiations with the EU Commission in order to ascertain
the Commission’s position on the various options concerning
Aland’s status in the EU.

When Finland had submitted a proposal concerning
Aland’s status in the EU as a basis for negotiations, the Commis-
sion prepared a counter proposal to the Council of Ministers in
order to state the EU party’s common position on the question.
At a conference on Finland’s accession to the EU on 22 February
1994, the representatives of the Finnish Government approved
the EU’s common position on Aland. Finland’s accession agree-
ment was signed at the meeting of the European Council on the
Greek island of Corfu on 24 June 1994.
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The outcome of negotiations in respect of Aland

Broadly speaking, the EU accepted all arrangements concern-
ing Aland that Finland proposed during the membership nego-
tiations. This was noteworthy considering that the EU normally
requires all potential members to adopt the acquis commun-
autaire, i.e. the whole set of existing EU rules and legislation,
without derogations. The most important provisions concern-
ing Aland were laid down in a special protocol, Protocol No 2 or
the Aland Protocol, which was annexed to Finland’s accession
agreement.

The Protocol recognised the existing limitations on the
rights to own real property and to exercise a trade in Aland.
Further, the EU accepted the proposal to exclude Aland from
the EU tax union, and thus the tax-free sales on board ferries,
which are vital for the province, could continue after the aboli-
tion of all other tax-free sales in the EU on 30 June 1999.

The provisions on the rights to vote and stand as a candi-
date in municipal elections in Aland were amended after the
province became part of the EU. Currently, a person without the
right of domicile who has resided in an Alandic municipality for
the last three years is entitled to vote and stand as a candidate
in municipal elections in Aland, but the right of domicile is
still required as a condition for voting and candidacy in elec-
tions for the Aland Parliament. The EU has not imposed any
requirements concerning the rights of voting and candidacy in
elections of the Member States’ legislative assemblies.

Thus, most proposals for derogations concerning the prov-
ince were accepted. These derogations have a very high legal
status, because the Aland Protocol is part of Finland’s accession
agreement. The accession agreement is classified under the pri-
mary law of the EU and can only be amended with the consent
of all Member States.

The outcome of the negotiations was generally considered
a success for Aland. The reference in the Aland Protocol to “the
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special status that the Aland islands enjoy under international
law” was a positive surprise. It further consolidates the au-
tonomy, demilitarisation and neutralisation of the province at
international level.

Aland’s decision on EU membership

Finland’s membership negotiations were completed on 1 March
1994. Now, it was time to take a stand on the outcome of the
negotiations, but some controversial issues still remained
between Aland and the State of Finland. The Government of
Aland wanted Aland to be granted expanded powers to levy
taxes because the province had been excluded from the EU tax
union. Moreover, the Aland Government wanted the province’s
influence within the EU to be safeguarded. Consequently, the
Government made a demand for Aland to have a member of its
own in the European Parliament. Neither the Finnish Govern-
ment nor the Finnish Parliament made any binding promises
on this issue.

Finland wanted to avoid a situation where the Aland Par-
liament would not accept the EU membership, although the ac-
cession agreement would enter into force and obligate Finland
to apply EC legislation also in Aland. Therefore, Finland made a
special arrangement. It would later, but before EU membership
would come into force, announce whether the accession agree-
ment would be applicable also in Aland. The announcement
depended on whether the Alanders and the Aland Parliament
would vote in favour of or against Aland’s EU membership.

A referendum was held on 16 October 1994 in the whole
of Finland (including Aland) and on 20 November 1994 sepa-
rately in Aland. In the joint referendum, the Alanders voted less
clearly in favour of membership than the rest of Finland. Of the
population of Aland, 51.9 per cent voted for membership and
48.1 per cent against it. In mainland Finland, the figures were
57.0 per cent for membership and 43.0 per cent against.
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Before the separate referendum in Aland on 20 November
1994 Sweden held a membership referendum on 13 Novem-
ber. The Swedes voted in favour of membership. Thus, Aland
had to decide whether to join the EU on the negotiated condi-
tions or to opt out of the EU, while Finland and Sweden would
become members.

At the separate referendum for Aland, the great majority
of Alanders voted finally in favour of EU membership, with 73.6
per cent voting for and only 26.4 per cent voting against. The
Aland Parliament too clearly supported membership. On 2
December 1994, 26 of the 30 members of the Parliament voted
for EU membership. Thus the Alanders and their representa-
tives in the Aland Parliament had given their consent to EU
membership. Now Finland could announce to the EU Member
States that the accession agreement would also apply in Aland.

After the accession, the Aland Parliament also approved
the Treaties of Amsterdam and Nice.
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Aland’s influence at EU level

In the European Union, the decisions are made by the Member
States. The State of Finland negotiated Finland’s accession to
the EU with the Member States and signed the accession agree-
ment. The dominant position of the Member States as decision
makers is also reflected in the most important decision-making
body of the EU, the Council of Ministers. Only representatives
of the Member States are entitled to vote in the Council. Be-
cause autonomous territories do not have the right to vote in
the Council, they must try to make themselves heard by influ-
encing their own Member States. The principle that a Member
State as a whole appears before the different EU institutions is
also valid in the Court of Justice of the European Communities.
For instance, if a legal provision enacted by Aland which falls
within its autonomy was deemed to conflict with EC legislation,
it is formally Finland, not Aland, which is summoned to the
Court of Justice. Nowadays, the Act on the Autonomy of Aland
regulates the division of possible pecuniary sanctions that the
Court may order Finland to pay if Aland has implemented EC
law incompletely. The underlying principle is that the province
is liable for the sanction if it has arisen from an act or omission
on the part of the province, but the amount of the sanction is
negotiable.

An autonomous territory, such as Aland, may affect the
decision-making of the EU at two levels. Aland may influence
the formulation of Finland’s positions in the Council of Minis-
ters through the national preparation procedure, or try to make
itself heard at supranational level. In both the Council and the
European Parliament Aland exerts influence indirectly because
it does not have a member of its own in either body.

ALAND IN THE EUROPEAN UNION 23



Still, Aland is not completely unrepresented in Brussels.
There are other bodies and unofficial channels through which
regional viewpoints may be presented. According to the Act
on the Autonomy of Aland, the Government of Aland nomi-
nates a representative to the EU Committee of the Regions. The
Committee of the Regions is a consultative body representing
various regional interests in the EU. Moreover, Aland has a
special adviser at the Permanent Representation of Finland to
the EU in Brussels. The special adviser is mainly responsible for
informing Aland and the Government of Aland of the work of
the EU institutions, and also for informing these institutions of
the situation in Aland.
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Aland’s influence on EU affairs at national level

Upon Finland’s accession to the EU, both the Finnish Parlia-
ment and the Aland Parliament renounced part of their leg-
islative powers. The matters prepared and decided in the EU
concern a number of sectors — including sectors on which
Aland had earlier decided independently under the Act on the
Autonomy of Aland. That is why it is particularly important for
Aland to take part in the national preparation of EU matters.

When the Commission proposes new legal rules, the Mem-
ber States prepare national positions on the proposals. Thus,
Finland as a Member State declares its position in the Council,
which is the most important decision-making EU institution.

Aland may make itself heard and express its opinions
during the preparation of Finland’s national positions. For this
purpose, the EU matter in question has to be prepared by the
Government of Aland and, if necessary, by the Aland Parlia-
ment. Finland’s position is formulated in a national preparation
process in parallel with the preparation in Aland.

When Finland became a member of the EU, the Act on
the Autonomy of Aland was supplemented with provisions on
Aland’s participation in the national preparation process. These
provisions were developed by an amendment to the Act which
took effect in summer 2004. According to the Act, the Govern-
ment of Aland has to be notified of a matter under preparation
by an EU institution, if it falls within the powers of Aland or
may otherwise have special significance for the province. The
Government of Aland has the right to participate in the prepara-
tion of such matters within the Council of State, i.e. the Finnish
Government. The Act also permits the Government of Aland to
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formulate Finland’s position in so far as the matter concerned
falls within the powers of Aland, if the decision to be made in
the EU pertains to the application of a common policy of the
European Union in Aland. Such cases mainly relate to the ap-
plication of legislation in force, the preparation of indicative and
development programmes in order to apply for EU supports,
notifications of national supports, and the normal management
of supports to which Aland is one of the contributors.

The processing of an EU matter — for instance the adoption
of a new EU directive — may be divided into stages, and it takes
place in interaction between Aland, the national level and the
supranational level. First, the matter is prepared by the Com-
mission. At this stage the matter is not yet public but becomes
public when an official legislative proposal is submitted for
further measures. The Commission’s proposal is also sent to the
Government of Aland and its European Law and External Mat-
ters Unit. These bodies assess whether the matter falls within
the powers of Aland or may otherwise have special significance
to the province. Approximately 15 per cent of the Commission’s
initiatives are deemed to be such matters.

The Government of Aland keeps the Aland Parliament
informed about EU matters important to Aland, because the
Government must enjoy the Parliaments confidence. In EU
matters the Government has different options for contacting the
Parliament. The Government may send a notification to the Par-
liament, whereafter the matter is discussed by the Parliament at
a plenary session. This option is mainly used for major EU mat-
ters, for example intergovernmental conferences. In the option
of joint consultation the Government of Aland and the Aland
Parliament prepare the matter together, either in the Autonomy
Committee or some sectoral Committee of the Parliament. If
joint consultation is not possible, the EU matter is submitted to
the Parliament for information. In that case the matter is con-
sidered less significant, and the Parliament may decide whether
consultation is needed in the matter.
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The State of Finland prepares EU matters in parallel with
their preparation in Aland. Finland’s positions on these matters
are coordinated by a procedure where the different ministries
concerned, the different preparative subcommittees (some 40),
the Committee for EU Affairs and the Cabinet Committee on
European Union Affairs have different roles and functions. All
ministries have appointed an official responsible for Aland.
Aland has a representative of its own in all preparative subcom-
mittees, and the Government of Aland has to be notified of all
EU matters significant to the province that the subcommittees
prepare.

The preparative subcommittees may refer an EU matter
further to the Committee for EU Affairs, where Aland is rep-
resented by the Director General of the Government of Aland.
Finally, it may be prepared at political level by the Cabinet
Committee on European Union Affairs, where the Head of the
Government of Aland has the right to be heard, if the matter
falls within Aland’s powers or is otherwise particularly signifi-
cant for the province. As a rule, all politically, economically and
judicially significant EU matters are considered by the Cabinet
Committee. In addition to these bodies, also the EU Secretariat
and the Permanent Representation of Finland to the EU in
Brussels have important tasks in the national preparation proc-
ess. The EU Secretariat coordinates the EU matters prepared by
the different ministries, and it functions as the secretariat for the
Cabinet Committee on European Union Affairs and the Com-
mittee for EU Affairs. The national preparation process is not
separated from parliamentary influence and control. Especially
the Grand Committee of the Finnish Parliament is responsible
for this function. The member of the Finnish Parliament rep-
resenting Aland is entitled to attend the meetings of the Grand
Committee and present Aland’s opinions there.

The next step is preparation at EU level in the Council’s
working groups and the European Parliament. The Government
of Aland has to be reserved an opportunity to participate, on
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request, in the work of the Finnish delegation for instance in the
Council and its working groups. If, during the national prepara-
tion in Finland of an EU matter that falls within the powers of
the province, it has not been possible to reconcile the positions
of the province and the State on this matter, the Government of
Aland may request that the divergent position of the province
should be made known when Finland’s position is presented in
the EU institutions. The special adviser of the Government of
Aland at Finland’s Permanent EU Representation in Brussels
follows matters which are important to Aland. After a decision
has been taken at EU level, the Member States implement it. The
Government of Aland and the Aland Parliament deal with EU
matters during their preparation and when EU directives are
implemented. As Aland has extensive legislative powers, the
province has to ensure that its legislation is in harmony with
EU legislation.

EU membership has entailed increasingly close contacts
between the authorities in Aland and mainland Finland.
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Aland’s tax exemption

The European Union is, above all, associated with economic
cooperation, and European integration has doubtless been in-
tensive. Customs duties and taxes have been abolished in trade
among EU Member States, and an internal market has gradu-
ally evolved with free movement of goods, services, persons,
and capital. The abolition of tax free sales within the EU on 1
July 1999 was a step towards the unification of Member States’
economies.

The tax exemption granted to Aland and the related tax
border were not ultimate targets of the membership negotia-
tions, but the tax exemption was a precondition for continuing
tax free sales and thus keeping Aland’s economy viable. There
was fear that abolition of tax free sales would cause a chain
reaction with negative effects on ferry traffic, tourism and the
economy of the province as a whole.

The theoretical basic principle behind the establishment
of the tax border around the territory of Aland was that the
province, as part of Finland, belongs to the customs territory of
the European Union but not to the EU tax territory. The EU has
common customs duties applicable to areas outside the customs
territory, but no duties are levied on goods in free circulation
within the customs territory. As Aland is part of the EU customs
territory, no customs duties are levied on goods transported
over the province border to and from countries in the customs
territory. And as Aland does not belong to the EU tax territory,
trade to and from other areas within the EU, including the rest
of Finland, is comparable with imports and exports in respect
of taxation. This means that an Aland-based company acquir-
ing goods from an EU Member State purchases the goods free
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of tax and pays value added tax for them when it imports them
to Aland. On the other hand, an Aland-based company which
exports goods to an EU Member State is exempt from taxes. If a
German company imports goods from Aland, it has to pay value
added tax on the imports. Thus, the tax border arrangements
require taxation and controls at borders.

Depending on the transport route, customs clearance for
imports and exports may take place at one of the following plac-
es: in Vasterhamn harbour in Mariehamn, at Langnds, at Marie-
hamn airport, or in Korpo or Gustavs.

The goods transported in trade between Aland and an
EU Member State are declared under Single Administrative
Document, also known as the SAD, which is also used in trade
between EU countries and countries outside the EU. Trade be-
tween Aland and the Finnish mainland has been largely simpli-
fied, and the SAD is not used.

According to the safeguard clause of the Aland Protocol,
the tax exemption is aimed at maintaining a viable local econo-
my in the province. It must not have any negative effects on the
interests of the Union nor on its common policies. The Com-
mission is responsible for supervising the tax exemption for
Aland. If the Commission considers that the exemption causes
unfair competition, it may propose changes to it.

The Aland Protocol ensured the viability of Aland’s ship-
ping and tourist industries by retaining the tax free sales on
board ferries. However, the tax border and the practical con-
sequences of the tax exemption have aroused some criticism in
Aland. The tax border involves increased work and extra costs
for entrepreneurs who trade across it.
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The EU and Aland’s economy

Today, the economic situation in Aland is relatively favourable,
the rate of unemployment being only 2.3 per cent (in 2004) and
the gross domestic product per capita exceeding clearly the
average for the rest of Finland. According to the GDP figures
compiled by Statistics Finland, Aland has been the second most
successful region after the mainland province of Uusimaa dur-
ing Finland’s membership of the EU. Typical of Aland is its
relatively high percentage of private entrepreneurs. Also sav-
ing in shares is more common in Aland than on the Finnish
mainland. Life expectancy in Aland is one of the highest in the
world, as high as 83.99 years for women (in 2004).

According to a report published by the Department of
Statistics and Economic Research in Aland (ASUB) in 1999,
the tax border has generated both winners and losers in Aland’s
economy. For Alandic entrepreneurs in general, trade with the
rest of Finland has caused extra costs, but in terms of broader
societal and economic effects of the tax border, Aland’s econo-
my has profited from the tax exemption. The report shows, how-
ever, that the positive effects of the tax border are distributed
unevenly between businesses and branches.

Concrete winners are those shipping companies and tour-
ism service providers which gain increased income. Because the
tax free sales take place mainly on board ferries, ferry compa-
nies benefit from the tax exemption. The abolition of tax free
sales in maritime traffic between the Finnish mainland and
Sweden illustrates their significance to passenger services. The
maritime industry is largely of an international nature and its
future has aroused much discussion. Possible registration of
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vessels under foreign flags might lead to major changes in the
maritime industries of Aland.

Agriculture in Aland today is characterized by increased
size of farms and decreased number of small farms, but it is all
still small-scale agriculture compared with the rest of Finland.
In 2002 the average size of farms in Aland was approximately
21.2 hectares, compared with some 29.9 hectares on the Finn-
ish mainland. Since increasingly fewer young people have the
courage to choose the occupation of farmer and income from
agriculture has fallen, farming in Aland - like all primary pro-
duction - is one of the losers generated by EU membership.
High transport costs, among other factors, weaken the oppor-
tunities for Aland, compared with the Finnish mainland, to
cope with EU agricultural policy. On the other hand, in some
sectors of agriculture yields are higher in Aland than elsewhere
in Finland. Organic farming has gained in popularity and the
area of land used for organic production has continuously in-
creased during the period of EU membership.

EU support is another economic factor with a bearing
on Alandic society. The province participates in various pro-
grammes co-financed by EC structural funds - the European
Regional Development Fund, the European Social Fund, the
European Agricultural Guidance and Guarantee Fund, and the
Financial Instrument for Fisheries Guidance.

In addition to programmes to develop rural areas and
the fishing industry, various EU programmes include what
are known as indicative programmes. During the current pro-
gramme period, programmes under Objective 2 and Objective
3 are going on in Aland, in parallel with cross-border Interreg
cooperation. The financing frameworks of the EU programmes
for the years 2000-2006 amount to a total of approximately
EUR 103.44 million. The EU’s share of this sum is approximately
34.31 million. The budget of the province for 2005 totals EUR
0.25 billion.
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The most comprehensive programme economically is the
programme to develop rural areas. It has a number of object-
ives, of which environmentally friendly agriculture is promoted
by agri-environmental measures. The EU provides EUR 13.46
million of the total of 26.91 million to be used for these agri-
environmental measures during the period 2000-2006.

The whole of Aland is defined as a less-favoured area (LFA),
and for that reason LFA aid is payable to the province. The aid
is intended to compensate for the higher production costs and
the unfavourable production conditions which Aland’s loca-
tion entails. The financing framework for the LFA aid for the
years 2000-2006 amounts to EUR 19 million, of which the EU
provides some 7.06 million. Setting-up support is intended to
encourage the establishment of new production in agricul-
ture. During the current programme period, the EU provides
0.75 million of the total payable setting-up support of EUR
1.51 million. This contribution is supplemented by agricultural
measures financed completely under the EU’s Common Agri-
cultural Policy (the CAP).

Fish farming in particular is an important industry in ru-
ral areas and on islands. In the last few years, the significance of
sea fishing has decreased, whereas small-scale coastal and island
fishing and fishing tourism have gained in significance. The fi-
nancing framework of the EU fisheries programme, a structural
plan for the fishing industry, for 2000-2006 totals EUR 14.7
million, of which the EU provides approximately 3.7 million.

The purpose of the Objective 2 programme is to support
economic and social changes in regions with structural prob-
lems. The whole of Aland, excluding the capital Mariehamn,
is classified as a region under Objective 2. One reason for this
is the reduction and ageing of the farming population in rural
municipalities. The financing framework of the Objective 2 pro-
gramme for 2000-2006 totals approximately EUR 22.2 million.
Of this sum, the EU’s share is about EUR 4.54 million.
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The Objective 3 programme is a horizontal programme
that covers the whole of Aland. Its purpose is to support the
modernisation of basic education, vocational education and
employment. The educational level in Aland is relatively low
compared with the Finnish mainland, and Alanders who ac-
quire a higher education elsewhere tend not to return to the
province after their studies. The financing framework of the
Objective 3 programme for 2000-2006 amounts to EUR 10.1
million, of which the EU provides approximately 2.5 million.

The purpose of the Interreg IIT A Archipelago programme
during the period 2000-2006 is to develop the archipelago into
an active region with good transport and communications fa-
cilities. Interreg IIT A Archipelago is a cross-border cooperation
programme covering Aland, the Stockholm archipelago and the
southwestern Finnish archipelago. Its financing framework for
2000-2006 totals EUR 17 million. The EU’s share of this sum is
8.07 million. This Interreg programme includes a project enti-
tled "The Taste of the Archipelago’, intended to develop small
archipelago restaurants and their raw materials and handi-
crafts.
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The EU and public opinion in Aland

The difficulty of making European citizens take an active part in
the European integration process has been one of the problems
of the European Union. Occasionally, the EU has been criticized
for being an elitist bureaucracy with no contacts with people’s
everyday lives. The fact that the voting rates in elections for the
European Parliament have often been alarmingly low indicates a
democracy deficit. The Alanders have not been an exception in
this respect.

It was mentioned in this article that the Alanders voted in
favour of EU membership in both the referendum for the whole
of Finland and the referendum arranged for Aland separately.
Their voting rates in the referendums were, however, relatively
low: 61.2 per cent in the national referendum and 49.1 per cent
in Aland’s referendum. The national referendum showed a clear
trend, namely that of all Alandic municipalities only Mariehamn
and, with a very small majority, Lemland, voted in favour of
membership. In all the other 14 municipalities of the province the
majority of voters were against membership. Thus, there seemed
to be a contrast between urban and rural areas. In the separate
referendum for Aland the trend was different. Not a single mu-
nicipality had a majority opposed to EU membership. But it has
to be borne in mind that, at the time when Aland had its own
referendum, it was already known that both Finland and Sweden
would join the EU.

The Alanders’ interest in the EU was also tested by the elec-
tions for the European Parliament on 13 June 1999. In Aland,
these elections were characterised by two circumstances. Most
voters supported the Swedish People’s Party and the candidate
Astrid Thors, but the voting rate was very low. Only 21.8 per cent
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of all Alanders entitled to vote went to the polls. At the 2004
elections for the European Parliament, the voting rate in Aland
was as high as 35.6 per cent. The main reason for the higher vot-
ing rate in these elections was probably the candidacy of two
Alanders, Viveka Eriksson and Barbro Sundback. Because Aland
does not have a seat of its own in the European Parliament and
the province does not constitute a separate electoral district in
European Parliament elections, the two Alandic candidates were
listed in the national lists of candidates of their political parties.

With certain reservations, the Alanders’ attitudes towards the EU
can also be seen in the outcome of an opinion survey commis-
sioned by Europe Information, which Statistics Finland carried
out in spring 2000. Only 67 Alanders were interviewed for the
survey, but it showed especially clearly two facts: the results from
Aland differed in many respects from the Finnish mainland and
the people interviewed in Aland were, on the whole, more critical
of the EU than people elsewhere in Finland.

The survey also showed other interesting facts. In main-
land Finland, most people interviewed considered that EU
membership had done more good than harm to Finnish busi-
nesses, but the attitude in Aland was the opposite. One reason
for this may be that the tax border has caused extra work and
extra costs for businesses in Aland.

Nearly all interviewed Alanders considered that EU
membership had increased bureaucracy but most of them had a
positive attitude towards the introduction of the euro. It seemed
that Alanders were more positive towards the euro than people
in mainland Finland. One reason for this may be that Alanders
were not so emotionally attached to the Finnish markka, be-
cause they were already accustomed to handling two curren-
cies, the Finnish markka and the Swedish krona.

Even though Alanders have increased their voting rate in
elections for the European Parliament, it remains a major chal-
lenge to raise people’s interest in the EU, both in Aland and else-
where in the EU.
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Conclusion and outlook

The picture of Aland’s role in the EU is neither uniform nor un-
controversial. The membership negotiations produced a rather
advantageous outcome for Aland. The Alandic right of domicile
will be preserved, and the tax free sales on board aircraft and
ferries will continue, because the province is not included in the
EU’s tax union. This has meant continued success for Aland’s
economy as a whole, but all branches and businesses have not
been equal winners.

As for the future outlook and potential threats facing the
EU, Aland cannot be straightforwardly compared with the rest
of Finland. Depopulation in archipelagic and rural areas seems
to constitute a common threat. The age structure in all island
municipalities is strongly negative, an average of 24.1 per cent
of the population being older than 65 years, compared with the
rate of 16.6 per cent in the whole of Aland.

Living in an island municipality in Aland involves extra
costs, and services are not always as good as in Mariehamn for
instance. Although Aland is a successful province economically,
it should be borne in mind that its economy is largely dependent
on shipping and tourism. Developments and policy concerning
the shipping industry are of paramount importance to Aland.

The year 2004 saw the conclusion of the Intergovernmen-
tal Conference which negotiated a Constitutional Treaty for the
EU. The Treaty would replace and simplify the existing Treaties
establishing the EU. The current provisions of the Aland Proto-
col have been transferred to a separate Protocol annexed to the
Constitutional Treaty. The Treaty also contains a reference to
the EU’s obligation to respect regional self-government.
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In order for the Constitutional Treaty to enter into force it
must be ratified by all Member States pursuant to their consti-
tutional provisions. During 2005, France and the Netherlands
voted against the Treaty in national referendums. In conse-
quence a number of Member States, Finland among them,
have postponed ratification of the Treaty.

ANNEX 1

Protocol No 2 or the Aland Protocol

Taking into account the special status that the Aland islands
enjoy under international law, the Treaties on which the Euro-
pean Union is founded shall apply to the Aland islands with the
following derogations:

Article 1

The provision of the EC Treaty shall not preclude the applica-
tion of the existing provisions in force on 1 January 1994 on the
Aland islands on:

- restrictions, on a non-discriminatory basis, on the rights
of natural persons who do not enjoy right of domicile/
kotiseutuoikeus (regional citizenship) in Aland, and for legal
persons, to acquire and hold real property on the Aland islands
without permission by the competent authorities of the Aland
islands;

- restrictions, on a non-discriminatory basis, on the right of es-
tablishment and the right to provide services by natural persons
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who do not enjoy right of domicile/kotiseutuoikeus (regional
citizenship) in Aland, or by legal persons without permission by
the competent authorities of the Aland islands.

Article 2

a) The territory of the Aland islands being considered as a
third territory, as defined in Article 3(1) third indent of Council
Directive 77/388/EEC as amended, and as a national territory
falling outside the field of application of the excise harmoni-
zation directives as defined in Article 2 of Council Directive
92/12/EEC shall be excluded from the territorial application of
the EC provisions in the fields of harmonization of the laws of
the Member States on turnover taxes and on excise duties and
other forms of indirect taxation. This exemption shall not have
any effect on the Community’s own resources.

This paragraph shall not apply to the provisions of Council
Directive 69/335/EEC, as amended, relating to capital duty.

b) This derogation is aimed at maintaining a viable local econo-
my in the islands and shall not have any negative effects on the
interests of the Union nor on its common policies. If the Com-
mission considers that the provisions in paragraph (a) are no
longer justified, particularly in terms of fair competition or own
resources, it shall submit appropriate proposals to the Council,
which shall act in accordance with the pertinent articles of the
EC Treaty.

Article 3

The Republic of Finland shall ensure that the same treatment
applies to all natural and legal persons of the Member States in
the Aland islands.
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ANNEX 2

Chapter 9 a of the Act on the Autonomy of Aland
Chapter9a European Union affairs
Section 59 a Preparation of national positions

The Government of Aland shall have the right to participate
in the preparation, within the Council of State, of the national
positions of Finland preceding decision-making in the Euro-
pean Union, if the matter would in other respects fall within
the powers of Aland or if the matter otherwise may have special
significance to Aland. If the positions of Aland and the State
cannot be harmonised in accordance with this Act in a matter
falling within the powers of Aland, the position of Aland shall
on the request of the Government of Aland be declared when
the positions of Finland are being presented in the institutions
of the European Union.

If a decision to be made in the European Union pertains
in full or in part to the application of a common policy of the
European Community in Aland, the Government of Aland shall
formulate the position of Finland in so far as the matter would
in other respects fall within the powers of Aland.

The Government of Aland shall be notified of matters
referred to in paragraph 1 under preparation in the European
Union. Upon request, the Government of Aland shall also be
reserved an opportunity to participate in the work of the Finn-
ish delegation when matters falling within the powers of Aland
under this Act are being prepared in the European Union.

Section 59 b Implementation of decisions made in the
European Union

In the decision-making on the measures in Finland relating to
decisions made in the European Union, the legislative power
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and the administrative power shall be divided between Aland
and the State as provided in this Act.

The authorities of Aland and the State shall consult each
other if their measures are interdependent. If only one meas-
ure can be taken in a Member State in an administrative mat-
ter which under this Act would fall both within the powers of
Aland and of the State, the decision on the measure shall be
made by the State authority. Before such decision-making, the
Aland authority shall be consulted in good faith and the po-
sitions put forward by it shall be taken into account as far as
possible. If the authorities of Aland and the State do not agree
on the measures necessary in situations referred to in this para-
graph, a recommendation for the resolution of the disagreement
may be requested from the Aland Delegation.

If, under Community law, a Member State may designate
only one administrative authority in a situation where both
Aland and the State have powers, the authority shall be desig-
nated by the State. A decision by such an authority in a matter
that would in other respects fall within the powers of Aland
shall be consistent with the position put forward by the Govern-
ment of Aland.

The Government of Aland may take contact with the
Commission of the European Communities in matters falling
within the powers of Aland and concerning the implementa-
tion in Aland of decisions made in the European Union. The
Government of Aland and the Council of State shall agree in
greater detail on how the Council of State is to be informed of
such contacts.

Section 59 ¢ Positions in matters pertaining to Treaty
violations

The State authorities, in co-operation with the Government of
Aland, shall prepare the response of Finland to a position taken
by the Commission of the European Communities on short-
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comings in the fulfilment of a Member State’s obligations in so
far as that fulfilment falls within the powers of Aland, as well as
the positions of Finland that in such a matter are to be submit-
ted to the Court of Justice of the European Communities.

Section59d State liability of Aland

If the Court of Justice of the European Communities has ren-
dered Finland liable to pay a fixed compensation, a conditional
fine or some other comparable pecuniary sanction, Aland shall
be liable for that sanction vis-a-vis the State in so far as it has
arisen from an act or omission on the part of Aland.

If Finland is under the rules of liability of a Member State
liable to refund European Community funds to the European
Community, Aland shall be liable for the refund vis-a-vis the
State in so far as the administration or supervision of the re-
funded funds were tasks for Aland.

If Finland has been rendered liable in damages to a private
party for loss arising from rights under Community law hav-
ing been incompletely or incorrectly implemented in a matter
falling within the powers of Aland, Aland shall be liable for the
damages vis-a-vis the State to the corresponding amount.

The State and Aland may seek a settlement regarding the
amount of the liability referred to in paragraphs 1-3. A dispute
as to the liability may be brought before the Aland Administrat-
ive Court as a matter of administrative litigation as provided
in chapter 12 of the Act on Administrative Judicial Procedure
(586/1996) and above in this section.

Section 59 e Committee of the Regions of the European
Community

A candidate designated by the Government of Aland shall be
nominated as one of the representatives of Finland in the Com-
mittee of the Regions of the European Community.
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