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Competitiveness Agenda
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Loosening European competition policy to allow more cross-border consolidations will not
address the root cause of Europe’s competitiveness problem. Instead, Europe must complete
the single market with more business-friendly EU laws.

European competition policy is crucial in keeping markets competitive and innovative. Yet,
does it unintentionally hinder Europe’s global competitiveness by stifling the rise of European
champions? According to influential reports by Mario Draghi on EU competitiveness and Enrico

Letta on the single market, the answer is clear: EU competition policy must evolve to give

European firms the scale to compete globally. European Commission President Ursula von der
Leyen has made competitiveness a top priority for her Commission, tasking the incoming

Competition Commissioner, Teresa Ribera, with the urgent mission of modernising the EU's

competition framework.

The call for reform is not new. The debate flared up after the Commission blocked the merger
of French Alstom and German Siemens in 2019, preventing the creation of a European rail

giant. France and Germany have since pushed for changes in competition policy that would

allow the emergence of European champions capable of standing up to American and Chinese
rivals, both domestically and abroad.

However, Margrethe Vestager, the outgoing Competition Commissioner, has staunchly
resisted loosening EU merger rules, arguing that consolidation to create Europe champions
could result in higher prices, lower quality, and less innovation, ultimately hurting both
consumers and businesses in Europe. Vestager vigorously opposed Letta’s calls for greater

cross-border mergers to ensure the firm’s scalability, particularly in telecommunications,
where she argues that competition at home fosters competitiveness on the global stage.

Draghi follows Letta and proposes revamping EU merger rules to allow for more consolidation.
He also recommends the introduction of an “innovation defence,” enabling companies to
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argue that mergers could lead to increased innovation—like through new investments—that
would offset potential consumer harm.

The UK’s telecom sector is already testing this idea. Vodafone’s planned merger with Three

could drive up prices, but the companies claim it will boost service quality through increased
investment. They have proposed an “innovation defence” as a long-term investment pledge to
improve the UK's telecom infrastructure. The challenge, though, is that such commitments are
difficult to monitor and enforce. Assessing whether promised investments materialise can take
years, during which time consumers and competitors may suffer, and firms could stray from
their original commitments.

If companies breach these pledges, competition authorities face an enforcement nightmare.
Trying to unwind a completed merger is like unscrambling an omelette—once the companies
have integrated, reversing course becomes almost impossible and could even damage any
post-merger improvements. Instead, authorities can impose fines and behavioural remedies,
but they might not fully address the competitive harm and restore the lost competition.

But here is the catch: even if consolidation were allowed, it would only address a symptom of
Europe’s competitiveness problem, not the root cause. The real issue holding back European
firms is market fragmentation.

Despite decades of effort, Europe remains far from a truly single market. Companies must
navigate 27 different linguistic, legal, cultural, and economic environments, and while EU laws
aim for harmonisation, Member States often implement and enforce them inconsistently. This
regulatory patchwork is costly, especially for small and medium-sized enterprises (SMEs),

which make up 99 per cent of European businesses. When compliance costs are too high, these
firms either avoid certain markets or leave them altogether, as seen when Meta delayed its Al

services in Europe due to diverging interpretations of data protection laws, depriving European

developers of opportunities to innovate and European users of access to new technologies.

The real solution to boosting Europe’s competitiveness does not lie in retooling competition
policy alone. Europe needs a fully integrated single market that eliminates regulatory
inconsistencies and allows companies to scale seamlessly across borders. The key is smarter,
simpler, less burdensome, and more consistent EU laws, enabling firms to grow by unlocking
the benefits of true market integration and the assets—like data—firms need to innovate. Only
then can European businesses compete effectively at home and on the global stage.
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About

Digital Competition

Digital Competition (www.digital-competition.com) is a research and advisory firm dedicated

to advancing open digital and competition policies that promote innovation. We provide our
members and clients with impartial, forward-looking analyses on emerging global digital and
competition issues, helping to shape policies that benefit everyone. We engage with
stakeholders, offer insights, and make policy recommendations on complex and novel policy
developments. This opinion was conducted independently and did not receive any funding.

This paper is part of our Digital Competition Coherence Hub (https://www.digital-

competition.com/digitalcompetitioncoherencehub). The Hub is dedicated to promoting

international coherence to reforms regulating competition in digital markets, ensuring
effective regulations with minimum compliance costs and unintended consequences arising
from inconsistencies amongst regulations. We leverage expertise and dialogue with
stakeholders, governments, competition authorities, and international organisations while
maintaining our commitment to open access, full transparency, and impartial advice. Our Hub
helps stakeholders and regulators navigate reforms at the design and implementation stage.
We also contribute to the discussion in designing competition policies for a coherent approach,
especially in the context of the forthcoming 2024 G7 Italian presidency.

To advance this Hub, we provide research and invite stakeholders to contribute with relevant
input. We also offer consultations, training sessions, and conferences on international
coherence in digital markets and digital competition regulations. Contact us to join the Hub as
a member and/or for consultation/press inquiries.

Dr. Christophe Carugati

Dr. Christophe Carugati (christophe.carugati@digital-competition.com) is the

founder of Digital Competition. He is a renowned and passionate expert on
digital and competition issues with a strong reputation for doing impartial, high-
quality research. After his PhD in law and economics on Big Data and
Competition Law, he is an ex-affiliate fellow at the economic think-tank Bruegel
and a lecturer in competition law and economics at Lille University.
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