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Digitization has been a boon to 
the European economy. How-
ever, the Digital Single Market 
remains an aspiration rather 
than a reality, and European 
institutions and Member-State 
governments have to redouble 
their efforts in the next years 
to create better and larger 
space for the digital economy 
to grow. Even if there is a great 
deal of variation between the 
performance of different EU 
economies, the EU is trailing 
behind many other economies 
and could increase the eco-
nomic outcome of digitzation. 
In this paper, we have focused 
on defining economic concern 
about the digital performance 
of Europe and outlining con-
ceptual problems in work to 
create a Digital Single Market.

There are especially three 
conceptual problems. First, 
many of the policy factors that 
hold Europe’s digital perfor-
mance back are not data or 
DSM specific. They are about 
the general conditions for en-
trepreneurs to do business 
across the border in Europe 
and build business models 
that include many national 
markets but don’t run into 
high regulatory barriers and 
costs. In the past five years, 
reforms under the DSM label 
have much been focused at 
digital-specific regulations, 
and – unfortunately – sever-
al of these efforts have add-
ed new layers of regulatory 
complication to data-based 
commerce in Europe. For the 
future, a real ambition to im-

prove the speed of digitization 
and its economic outcomes 
will have to be combined with 
general single-market policies 
that knock down barriers be-
tween EU countries. Second, 
many of the regulations on 
data should be changed to 
give clarity rather than confu-
sion and add more opportuni-
ties for experimentation and 
innovation. Third, the EU is in 
need of greater coordination 
of various data-regulations 
and there should be a clearer 
taxonomy of the specific am-
bitions of one regulation to 
avoid clashes with other reg-
ulations.

EXECUTIVE SUMMARY
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PART 1: INTRODUCTION1

Where do we come from – and where do we go next?

The EU’s digital single market (DSM) strategy was launched in 20152 as a part of the Europe 
2020 project, following up on the Lisbon Strategy’s objective to become the “most dynamic and 
competitive knowledge-based economy in the world by 2010”3. The aim of the DSM strategy 
is to create an area where businesses and consumers have unrestricted access to digital goods 
and services all over Europe, with the free flow of data and an environment that allows for both 
competition and innovation, and where the digital economy can grow faster and create a bigger 
economic payoff. 

The DSM strategy comprises 3 main pillars:

• �Access: better access for consumers and businesses to digital goods and services 
across Europe.

• �Environment: creating the right conditions and a level playing field for digital 
networks and innovative services to flourish.

• �Economy & Society: maximising the growth potential of the digital economy.

Overall, the policy areas to which the DSM strategy applies have been varied, stretching from 
data and data security, the content of websites and associated copyright issues, as well as online 
cross-border trade, matters of mobile and broadband infrastructure, and e-government. 

The DSM strategy has also promoted digitization through a set of support mechanisms such as 
the Building a European Data Economy Communication and the Code of Conduct on counter-
ing illegal hate speech online. It also includes different policy groups and workshops. Examples 
of these are the EU Blockchain Observatory and Forum as well as various working groups on the 
setup of 5G networks. Inquiries and reviews have also been an important part of the DSM. For 
instance, it included inquires on e-commerce which have targeted both barriers between borders 
and matters of antitrust. Finally, the DSM strategy has created a number of funds, along with 
Horizon 2020, for example for Digital Innovation Hubs and the Future and Emerging Technol-
ogies Fund.

So far, the DSM strategy has seen a number of successes that are quite significant: 

• �Achievements on roaming and cross-border portability of digital content were 
well received by consumers and businesses alike. This is also true of the reform 
of the Consumer Protection Cooperation (CPC) Regulation, which made con-
sumer rules more enforceable and easier to apply in the digital sphere. 

• �Regarding the infrastructure side of the EU’s digital economy, the coordination 
of the use of the high-quality 700MHz band will not only promote the take-up 
of 4G wireless broadband, but pave the way for the eventual roll out of 5G in 
2020, which will make businesses more able to take advantage of the new data 
economy, and enable them to transition to industry 4.0 models.  

• �Additionally, the E-government Action Plan, which aims to promote the digital 
up-take of the public administrations of member states, and will improve the 
way in which they are able to cooperate and share data with each other.  

1 We gratefully acknowledge the research assistance of Nicolas Botton for this paper.
2 http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52015DC0192
3 �http://ecipe.org//app/uploads/2016/04/Competition-Growth-and-Regulatory-Heteroge-neity-in-Eu-

rope%E2%80%99s-Digital-Economy-final1.pdf
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Nevertheless, not all DSM achievements have been equally well received:

• �For instance, although the General Data Protection Regulation (GDPR) will 
go a long way into harmonizing data protection regimes across the EU in a way 
that is pretty heavy-handed, sometimes without obvious consequences for data 
protection. It has also been the target of criticism due to increased administrative 
costs that it would put on businesses. Importantly, the GDPR makes it unnec-
essary difficult to develop and market data-based services based on derivatives of 
information from individuals.

• �Similarly, the Directive on Security of Network and Information Systems (NIS 
Directive) does not go far enough in promoting cybersecurity in the EU. 

• �The geo-blocking regulation does not target the kind of legislative fragmentation 
that prevents businesses and consumers using e-commerce from taking full ad-
vantage of the single market.

Current pipeline of initiatives that will move over to the next Commission

Accordingly, the DSM is by no means complete and much work remains to be done. Indeed, the 
Juncker Commission has set itself a difficult goal of completing the remaining legislations which 
were proposed in 2015 by the end of 20184. An overview of these policies along with initiatives 
that are yet to enter into force, is displayed in Table 1. 

TABLE 1: DSM POLICIES STILL TO COME:
5678910

Remaining initiatives Impact Status

Data and Cybersecurity

European  
cybersecurity agency5

Establishes an EU agency to undertake EU responses to 
cyber-threats.

Proposed in September 
2017, awaiting co-legislature.

EU cybersecurity  
certification framework6

Establishes a framework to promote cybersecurity via appro-
priate certification of digital goods and services.

Proposed in September 
2017, awaiting co-legislature.

E-commerce

Modernize e-commerce 
contract rules7

Switches majority of rules from minimum to maximum 
harmonization; recasts Consumer Sales Directive for online 
contracts, creating regime separate from offline sales; intro-
duces notion of conformity of goods; hierarchy of remedies 
for online sales; codifies case law on consumer’s rights to 
withhold, refunds, time limits; 

Proposed in December 
2015, awaiting  
co-legislature.

Value added tax (VAT) 
for e-commerce8

Introduces threshold (€100,000 cross-border sales) for ap-
plication of rules on suppliers of electronic services; one-stop 
shop for VAT registration for electronic services.

Adopted in December 2017, 
coming into forced in 2019 for 
e-services and 2021 for goods.

VAT rate on  
e-publications9

Allows e-publications to have same VAT as print  
publications.

Proposed in December 2016, 
awaiting co-legislature.

Telecommunications

Modernization of EU 
telecom rules (European 
Electronic Communica-
tions Code)10

Amends 4 existing directives to establish common rules 
and regulatory objectives; improves coordination and use 
of radio-frequencies across the EU; facilitates process of 
switching suppliers; promotes rights to affordable contracts.

Proposed in September 
2016, awaiting co-legislature.

4   https://www.euractiv.com/section/digital/news/digital-single-market-in-the-hotseat-in-2018/
5   �https://ec.europa.eu/digital-single-market/en/news/proposal-regulation-european-parliament-and-council-frame-

work-free-flow-non-personal-data
6   https://ec.europa.eu/info/law/better-regulation/initiatives/com-2017-477_en
7   https://ec.europa.eu/digital-single-market/en/eu-cybersecurity-certification-framework
8   https://ec.europa.eu/digital-single-market/en/modernisation-eu-copyright-rules
9   https://ec.europa.eu/digital-single-market/en/revision-audiovisual-media-services-directive-avmsd
10  http://www.europarl.europa.eu/RegData/etudes/BRIE/2017/599286/EPRS_BRI(2017)599286_EN.pdf
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Defining an agenda for the next Commission

While the DSM strategy should be applauded for its aims and its achievements, what has been 
achieved so far and the proposals which are currently in the pipeline do not go far enough in pro-
moting regulatory homogeneity and will not allow EU member states to take full advantage of 
digitization any time soon. Indeed, much of the strategy is still disjointed with many of the bar-
riers that prevent digitization to take a stronger hold and generate better economic payoff. What 
should particularly be at the centre of future work on the digital economy is what most people 
will consider the core part of something that carry the words single market in its name: disman-
tling the regulatory barriers in Europe that fragment markets, prevent or reduce the cross-border 
exchange of digital goods and services, and expanding the free flow of data. 

Arguably, many of the past reforms have been good steps forward, but there has been an overall 
orientation to put the emphasis on regulation rather than liberalization. European digital mar-
kets remain all too segmented along national lines and new regulation under the DSM umbrella 
all too often conform to the political desires of those who either prefer to maintain national seg-
mentation, want to slow new digital market competition down, or embrace European regulation 
only if it makes the digital barriers to non-EU countries harder. If the DSM is to be a reality 
anytime soon, it is necessary for the next Commission to put a much stronger emphasis on the 
liberalisations necessary the digital market in Europe to become a single market. 

2. THE REAL DIGITAL ECONOMY IN EUROPE

Initiatives in Brussels to reduce the barriers to digital enterprise in Europe – and to establish a 
Digital Single Market – have generally conformed to the desire of accelerating digitization and 
raise its positive economic impact. While many of the initiatives taken have encouraged such 
change, it is equally important to note that several initiatives have fallen short of the ambition 
to create a Digital Single Market. Furthermore, it is equally clear that many policy initiatives did 
not deliver in accordance with their initial plans, primarily because policy reforms were weak-
ened and ambitions reduced once the initiatives became the subject of member-state political 
haggling. In particular, the European policy approach to the digital economy is falling desperate-
ly short on policies that deregulate sectors and make them more open to cross-border integration. 
As countries have agreed on establishing new digital regulations, but not opened sectors up for 
more digital opportunity, the reality on the ground – felt by many companies, especially small 
entrepreneurs – is that the digital economy is increasingly depressed by heavy-handed regulations 
that have raised the total level of digital restrictiveness and the cost of digital commerce. 

Many EU countries also believe that other economies, outside of the EU, would pocket many of 
the gains from a deeper digital single market in Europe. And to support their stance they often 
marshal evidence that correctly portrays Europe as a laggard in the digital economy. However, 
this evidence rather speaks to the conclusion that more reforms are needed at a faster rate – not 
the opposite. 

Europe does not start from a bad position – but it should be better. Accenture, for example, esti-
mates that digital output already represents about 25% of Europe’s total gross domestic product 
(GDP) – or 3.6 trillion euros – and, consequently, that the share of digital output in Europe’s 
GDP is higher than the global average at about 22.5% (see Chart 1) (Accenture, 2016). Again, 
there is a great deal of variation between EU countries. Yet already achieved growth has emerged 
on the back of sizeable investments in creating good ICT capacities and digital endowments – 
telecom networks and digital skills among them. Governments have also promoted policies that 
have opened sectors up to new digital innovation
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CHART 1: THE PERCENTAGE OF DIGITAL OUTPUT AS A PROPORTION OF GDP
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Reducing the barriers to the digital economy would also boost Europe’s platform economy and 
create better conditions for domestic platforms to grow. In recent years, the rise of online plat-
forms has been viewed by some in Europe as problematic, partly because restrictions to digital 
business in Europe are high.  Europe trails behind both the United States and the Asia-Pacific 
region in encouraging successful platform enterprises. According to the Center for Global Enter-
prise, while 27 digital platforms, with 109 000 employees and a combined market capitalization 
of 181 billion US dollars, were created in Europe, the Asia-Pacific has seen the creation of 82 
digital platforms with close to 350 000 employees and combined market capitalization of 930 
billion US dollars. Both regions do not come close to the combined market capitalization of US-
based digital platforms – about 3 trillion US dollars (Evans and Gawer, 2016).

CHART 2: THE PLATFORM ECONOMY IN THE EU, THE ASIA-PACIFIC AND NORTH AMERICA
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The McKinsey Global Institute has estimated the productivity gap in business services11 between 
the EU and the U.S. to be as high as 43%. Chart 3, below, gives further evidence to that observa-
tion. It shows the contribution of major industrial sectors to aggregate productivity growth in the 
U.S. and the EU for the period between 1995 and 2007. The difference between market-service 
contributions is striking: 0.6 percentage points for the EU against 1.8 percentage points for the 
U.S. Similarly, other estimates show that between 1995 and 2005, business services contributed 
0.7% annually to productivity growth in U.S. commercial services and -0.1% annually in the 
EU. In other words, that sector drained the economy of productivity, and that is remarkable 
given how it has been supporting productivity in other countries through digitization. It is all the 
more remarkable when it is taken into account that business and commercial services include a 
wide range of highly diversified ICT services (such as programming, data facilitation and storage) 
and digital marketing services.

CHART 3: MAJOR SECTOR CONTRIBUTIONS TO PRODUCTIVITY GROWTH IN SELECTED ECONO-

MIES, 1995-2007

Source: Timmer et al. (2011). In this study, “market services” include a wide variety of economic activities, rang-
ing from trade and transportation services, to financial and business services, but also hotels, restaurants, and 

personal services.

Another way of looking at the same issue is to consider the diffusion rates of technology in 
European economies. Obviously, frontier firms – usually larger and internationally competitive 
enterprises – adopt new technologies and grow their productivity faster than other firms. What 
defines the scope of productivity for the entire business sector is what happens in non-frontier 
firms. In the manufacturing sector, firms in the Euro area have faster rates of productivity growth 
than non-frontier firms in the OECD as a whole. In services, however, it is the opposite relation 
(as shown in Chart 4 below). While there are several explanations behind Europe’s trailing servic-
es sector, it has been known for a long time that a key problem is related to the rate of technology 
diffusion in the sector of services SMEs. This is why a chief ambition for Europe should be to 
raise the level of technological and digital intensity in its entire economy – and to ensure that the 
restrictions to technological diffusion are reduced.  

11 �Business services include not only professional services (accountancy, legal, engineering, marketing, tax and management 
consultancy, architects), but also IT, software services, technical testing, and labor search services etc. Business services are 
mainly used as inputs by other firms.
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CHART 4: TECHNOLOGY DIFFUSION GLOBALLY AND IN THE EURO AREA – SERVICES (INDEX: 2003=1)

Source: European Central Bank

Economics prospects for digital renewal in Europe

Digital convergers are already established in international value chains and, even if their en-
dowments remain distant from the frontrunners, the output they create from current digital 
endowments is significant and contributes substantially to their economies. They are in com-
petition with other economies in the world that have similar positions in international value 
chains and they are on a trend of fast acceleration of their digital competitiveness. This is 
illustrated, for example, by the fact that the digital economy has contributed to the centre of 
economic gravity shifting away from Europe to Southeast Asia in recent years. This trend is 
estimated to continue with the centre of economic gravity further shifting to the Asia-Pacific 
region until 2025 (Erixon, 2017).

Forward linkages, i.e. the domestic value added embodied in foreign exports, can be seen as 
a measure of integration into international supply chains. Chart 5 shows these linkages in in-
ternational supply chains of digital convergers from 2001 to 2011. While their contributions 
to forward linkages were already significant in 2001, they have further increased in the case 
of all digital convergers. This shows that many of the convergers are generally creating more 
value-added in their economies by connecting their economies to the arteries of the value and 
supply chains of foreign companies. In other words, even if many countries in this group have 
few multinational companies that trade directly from their home country with the world, the 
countries have prospered by a smart use of endowments in international value chains. The same 
logic also applies to digital value chains.
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CHART 5: DOMESTIC VALUE ADDED EMBODIED IN FOREIGN EXPORTS AS SHARE OF GROSS EX-

PORTS FOR DIGITAL CONVERGERS, 2001 – 2011 (%)
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3. WHAT IS NEXT FOR THE DSM?

Although the Digital Single Market (DSM) has been heralded as a project which aims to harmo-
nize Europe’s digital economies through regulatory homogeneity, in practice, its initiatives have 
not gone far enough in achieving this. The project, which began in 2015-2016, started with 3 
pillars and 16 initiatives, few of which actually aimed towards broad deregulation, instead aiming 
more generally towards harmonization of rules across the EU. Nevertheless, even actual harmoni-
zation has been piecemeal: the DSM has often effectively been a source of additional regulation, 
which have created additional burdens for businesses, and few initiatives have promoted nation-
al-level deregulation that would decrease administrative costs. 

The steps taken to create the DSM should focus on deregulation rather than on creating 
new regulation.

For instance, a complex issue which the DSM aimed to tackle is the fragmentation of copy-
right legislation across the EU. Work on common intellectual property rights are promising in 
theory, but risk becoming more restrictive as they become more common, which would defeat 
the purpose of improving the flow of information and ideas within a single market. The DSM’s 
broader copyright reform project has been broadly criticized for its misguided proposals. Take 
for example the idea that all use of journalistic content will now require licenses from publishers, 
or that internet platforms will now be forced to monitor the content that is uploaded to prevent 
copyright infringement. These over-regulatory policies, rather than enabling European platforms 
to compete better on a global stage through decreasing the burden associated with complying 
with the EU’s patchwork of copyright legislation, will do precisely the opposite. 
 
Another initiative which has been widely criticized is the General Data Protection Regulation 
(GDPR). Although the GDPR will usher a single set of rules on e-privacy which will apply 
universally across the EU, the fact that companies will now need to appoint a data protection 
officer will no doubt prove burdensome for smaller businesses. Similarly, demanding “unam-
biguous consent” for data collection will prove unnecessarily burdensome for businesses which 
rely heavily on data. Moreover, compared to the e-Privacy Regulation, the GDPR offers a 
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clear case of regulatory overlap, given their contradictory approach regarding user consent in 
allowing tracking activities: the e-Privacy Regulation does not go by the “unambiguous user 
consent” requirement, and leaves room for tracking without consent in certain areas. In fact, 
it is widely believed that in its current state, the e-Privacy Regulation may loosen GDPR, the 
inconsistencies being one of the reason for which the former has been postponed. 

The work on e-privacy and the GDPR appears to focus more on business models than data. It 
remains to be seen what it actually means that users must provide consent to reuse of data. While 
many of the features may seem appealing from a principle point of view, it is not evident that the 
use of data beyond a „transaction“ when users provide data and get a service should be regulated 
in such detail. The GDPR is an important step towards a DSM; however, it has taken way too 
long to implement it and there is too much insecurity about how companies can actually adhere 
to its rules. Future DSM initiatives have to be more dynamic in order to keep up with the speed 
of the digital transformation.

From a single market perspective, many of the reforms appear to focus more on regulating busi-
ness than on deregulating trade and integrating markets. Some additional subject areas deserve 
specific mention.

First, the attempts (but also lack thereof ) made towards electronic ID‘s both within member 
countries and within the EU administration have been highly specialised either to nations or to 
specific services within the EU administration. What is lacking is a ID system that can promote 
trust between supply and demand across national borders and across sectors of the economy. A 
potential solution to this is a open technical standard that allows for a variation of applications.

Second, the work on geo-blocking (here understood as the unequal access to e-commerce across 
borders) has taken a shape that severely threatens small businesses by forcing them to commit 
to deliver to any other country and thereby also to abide by the regulations and costs this may 
incur depending on the destination country in question. What is needed is to remove borders 
that would enable small businesses to sell to a larger market, not to make it mandatory for them 
to do so. The geo-blocking regulation has seen much resistance, with the result being a legislation 
that does not go far enough. Indeed, although “unjustified geo-blocking” will be prohibited, this 
does not in effect force traders to deliver across the entire EU, where matters of VAT and labelling 
might still prove too costly. 

Third, and following on the previous point, the one-stop shop for VAT registration is a good step, 
but still implies a variety of VAT rates across member states which exporters must nonetheless 
learn and which therefore restrict trade. Similarly, the parcel delivery legislation was positive, but 
more transparency on costs is needed to truly tackle the problems at hand. Differences in VAT 
have not been tackled, no progress in non-digital services, which hampers potential do digitalise 
business models in these sectors. 

Fourth, the roaming ban appears to have immediate positive effects, but there is a potential 
backlash because the regulation implies that data traffic across borders do not incur extra costs. 
Telecom companies are now trying to poach revenue in different ways – and they do not corre-
spond with the bottom-up idea of market-driven integration.

Overall, it seems that the DSM has been a double-edged sword, whereby most attempts at har-
monizing rules across the EU have come with added rules on top. Real attempts at deregula-
tion have not gone far enough, such as with the initiative on ending unjustified geo-blocking. 
Although online platforms will no longer be able to discriminate between consumers based 
on where they live, the initiative does not actually tackle the types of specific national legisla-
tions which prevent them from doing so efficiently. Even with the DSM’s planned initiatives 
which should have implied deregulation, much still remains to be done. For instance, although 
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addressing barriers to the data economy is a worthy aim, many instances of data localization 
still exist across the EU. There is no sufficient focus on core regulations, keeping regulations 
simple and effective. Future steps taken on building the DSM should focus on deregulation to 
address these issues.

Improving the DSM

How can the DSM be improved? One way is to start defining some conceptual problems that 
have added frictions and complications in reform efforts.

A first important problem is that many of the necessary reforms to increase the economic 
payoff of digitization are related more to general single-market policy than to DSM policy. 
The DSM strategy is much about data regulation while efforts to knock down barriers for 
data-based commerce happen elsewhere – if at all. It is non-digital barriers to frictionless 
cross-border commerce that hamper digital businesses to expand to other European countries, 
e.g. taxi markets, platforms in construction material businesses, architectural services, health-
care services, insurance services etc. Consequently, if there should be a separate DSM agenda 
in the future, it has to include many more non-digital market reforms if it should be able to 
generate stronger economic results.

A second problem is that the type of regulations that the EU aims to make has to be changed. 
Current regulations in the EU do not sufficiently allow for experimentation of technologies and 
ideas. There is a difference in the nature of proscriptive and prescriptive types of regulation. Pre-
scriptive regulations are focused on what actors should do, while proscriptive regulations define 
what actors cannot do. Conceptually, the EU should focus on the setting of proscriptive rules, as 
the alternative implies coping with a much higher degree of regulatory complexity.

As a consequence, one of the largest drawbacks of the DSM strategy is its lack of economic lib-
eralisation, which hampers market integration. The EU should place economic integration at the 
core of its strategy, aiming for the creation of new business opportunities and allowing companies 
to grow. Due to the extra burdens placed on businesses due to over-regulation, regulation should 
be the solution of last-resort. In general, it seems that the Commission is shying away from 
pushing for integration through market creation, a noteworthy exception being the e-commerce 
proposals which have the potential to increase online cross-border trade significantly. Instead, it 
focuses on increasing regulation, which may inhibit Europe’s overall potential and hamper its 
innovation (Dittrich, 2017). 

The case studies presented by the Commission as successful in the Midterm Review of the DSM 
(i.e. the roaming charges, temporary portability for audio-visual content and Wifi4EU) are im-
portant but carries little economic effect and don’t enhance economic integration, thus provid-
ing limited benefits for European companies. The copyright proposals will negatively impact 
innovative business models. For instance, it will become more challenging for young companies 
innovating in the field of news aggregation and media services to compete against larger incum-
bents. Along the same lines, there is a danger of loss of numerous text- and data-mining start-ups 
who might favor the US given the current proposal. Moreover, platforms are hindered from 
scaling up in the EU because of the lack of harmonised and streamlined regulation. In order to 
combat this trend, Member States could exempt European digital start-ups and platforms from 
regulation for several years after entering the market. The EU should not engage in a witch-hunt 
with protectionist nuances against non-European platforms, but rather focus on setting up the 
right environment that would allow European digital platforms to grow faster and compete on a 
global stage. On Cybersecurity, the EU should prioritise security for IoT related products, as the 
market for such products encompasses a market failure, the correction of which provides scope 
for EU-wide regulation. To this effect, the EU should develop common security standards for 
IoT products.  
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The Commission should target issues of bottleneck regulation to facilitate field-testing new tech-
nologies and to support innovation sandbox processes of companies. This should also be aimed at 
promoting testbeds and experimental zones for data-driven innovation in cities (cities are especially 
important because they concentrate both physical and digital interactions and exchanges, but this 
approach could also include other places) across the EU to enable and encourage innovation aimed 
at self-driving vehicles, drones, robots or other focus areas. This gives different zones comparative 
advantages and thus attracts entrepreneurs and innovators across borders to utilise them.

Furthermore, one important factor preventing the completion of the DSM is the fragmentation 
that it started from, which makes it difficult to progress fast. It also means that the DSM is diffi-
cult to promote in member states, since it almost always involves policy that is seen as intrusive 
and harmful. A European DSM is unlike the U.S. market in that regulatory and cultural differ-
ences as well as and languages differ considerably between European countries. For this reason, a 
DSM cannot be implemented solely top down and uniformly across the entire EU. Some aspects, 
such as a common infrastructure for data, identification and trade, benefit from a policy response 
that is EU-wide in scope. Others that relate to promoting and enabling cross-border economic 
activities may in fact be better solved in macro-regional approaches within EU countries. 

This allows barriers associated to different cultures and languages to be broken down gradually 
and bottom-up rather than top down. It also allows for different variations to the same solution 
in different parts of the EU. It also promotes some level of benchmarking and proliferation 
of successful policies from one macro-region to another. In short, top-down policies must be 
matched by bottom-up market integration with variations between different countries. 

A third important problem is that a taxonomy of issues needs to be more clearly developed in or-
der to address issues in the right way and establish a common policy framework for all individual 
initiatives. Change in one specific policy affects many other policies, and it happens all too often 
that the EU agrees on a new specific regulation that has negative consequences for other policy 
ambitions that it heralds. Many data-specific policies cut into each other and for the past decade 
there has not been enough coordination and understanding across specific initiatives. 

3. CONCLUSIONS

Digitization has been a boon to the European economy. However, the Digital Single Market 
remains an aspiration rather than a reality, and European institutions and Member-State gov-
ernments have to redouble their efforts in the next years to create better and larger space for the 
digital economy to grow. Even if there is a great deal of variation between the performance of 
different EU economies, the EU is trailing behind many other economies and could increase the 
economic outcome of digitzation. In this paper, we have focused on defining economic concern 
about the digital performance of Europe and outlining conceptual problems in work to create a 
Digital Single Market.

There are especially three conceptual problems. First, many of the policy factors that hold Eu-
rope’s digital performance back are not data or DSM specific. They are about the general condi-
tions for entrepreneurs to do business across the border in Europe and build business models that 
include many national markets but don’t run into high regulatory barriers and costs. In the past 
five years, reforms under the DSM label have much been focused at digital-specific regulations, 
and – unfortunately – several of these efforts have added new layers of regulatory complication 
to data-based commerce in Europe. For the future, a real ambition to improve the speed of digi-
tization and its economic outcomes will have to be combined with general single-market policies 
that knock down barriers between EU countries. Second, many of the regulations on data should 
be changed to give clarity rather than confusion and add more opportunities for experimentation 
and innovation. Third, the EU is in need of greater coordination of various data-regulations and 
there should be a clearer taxonomy of the specific ambitions of one regulation to avoid clashes 
with other regulations.
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