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Europe is at a decisive moment in its economic and technological trajectory. To remain 

competitive and prosper in a fast-changing global economy, the EU must become a 

true startup and scale-up powerhouse. 

A strong innovation ecosystem is vital to the EU’s competitiveness, technological 

sovereignty, and ability to create quality jobs. Startups are essential to the ambitions 

laid out in President von der Leyen’s Political Guidelines and the Competitiveness 

Compass, which place innovation at the core of Europe’s future growth.

The EU already hosts over 35,000 early-stage startups and 3,400 growth-stage tech 

firms that drive breakthrough innovation, enter emerging markets, and fuel job 

creation, adding over three million new jobs in the past decade. 

With a skilled workforce, world-class research, a 450 million-consumer single market, 

and a stable regulatory environment, Europe has the foundations in place. Major 

instruments like the European Innovation Council (EIC) and InvestEU, the EU’s largest 

program to support companies at all development stages, have mobilised billions in 

capital and created over €500 billion in enterprise value. 

Yet significant challenges remain. The market is still fragmented, regulation varies 

across countries, and investors tend to be risk-averse. Many startups fail to transition 

from lab to market, and even fewer scale successfully. This “double valley of death” 

results in lost opportunities: from 2008 to 2021, 30% of European-born unicorns 

relocated abroad, and only 8% of global scale-ups are based in the EU.

The EU Startup and Scale-up Strategy, called “Choose Europe to Start and Scale”, 

aims to reverse this trend by closing structural gaps, boosting high-growth 

entrepreneurship, and anchoring more innovative companies within Europe’s 

ecosystem.

The strategy is structured according to the needs an innovative company faces in its 

lifecycle: innovation-friendly regulation, better finance, fast market uptake and 

expansion, and access to talent,  infrastructure networks and services. 

Context

https://commission.europa.eu/topics/eu-competitiveness/competitiveness-compass_en
https://commission.europa.eu/topics/eu-competitiveness/competitiveness-compass_en
https://eic.ec.europa.eu/index_en
https://eic.ec.europa.eu/index_en
https://eic.ec.europa.eu/index_en
https://investeu.europa.eu/index_en
https://research-and-innovation.ec.europa.eu/document/download/2f76a0df-b09b-47c2-949c-800c30e4c530_en
https://research-and-innovation.ec.europa.eu/document/download/2f76a0df-b09b-47c2-949c-800c30e4c530_en
https://research-and-innovation.ec.europa.eu/document/download/2f76a0df-b09b-47c2-949c-800c30e4c530_en
https://research-and-innovation.ec.europa.eu/document/download/2f76a0df-b09b-47c2-949c-800c30e4c530_en
https://research-and-innovation.ec.europa.eu/document/download/2f76a0df-b09b-47c2-949c-800c30e4c530_en
https://research-and-innovation.ec.europa.eu/document/download/2f76a0df-b09b-47c2-949c-800c30e4c530_en
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The EU is widely respected for its strong regulatory standards, which provide clarity, 

safety, and trust for both startups and investors. These foundations help foster 

innovation and entrepreneurial activity across the Single Market. 

At the same time, the European Commission is actively working to make regulations 

more agile, with a target of reducing administrative burdens by 25% for all companies 

and 35% for SMEs.

However, despite these strengths, the EU’s regulatory environment presents major 

challenges for startups and scale-ups. Fragmentation across Member States, in 

areas such as taxation, labour, company law, and securities regulation, creates 

complexity and uncertainty, discouraging both founders and investors.

The slow pace of regulatory approvals and rigid frameworks that fail to adapt to 

emerging technologies further hinder the uptake of disruptive innovations.

Actions proposed by the EU Commission: 

Need #1: Innovation-friendly regulation 

Action Summary Timeline

Sectoral Simplification

Reduce regulatory burdens in 

strategic sectors (biotech, life 

sciences, advanced materials, 

defence, etc.) via new legislative 

packages.

From 2025

European Business Wallet

EU-wide digital ID for businesses to 

share verified credentials and 

interact digitally across borders.

Q4 2025

28th Regime

Single, EU-wide digital-by-default 

corporate legal framework to 

simplify company setup, labour law, 

tax and insolvency procedures. Aim: 

allow company creation in 48 hours.

Q1 2026

European Innovation Act

Establishes common rules for 

regulatory sandboxes (including 

cross-border/place-based), enabling 

real-world testing of innovation.

Q1 2026

Innovation Stress Test

Member States will assess impact 

of new national laws on innovation 

before adoption. 

Q1 2026

Standardisation Reform

Accelerate and simplify EU 

standard-setting, especially for 

SMEs and startups.

Q2 2026

Corporate Restructuring Study

Examine legal barriers to 

restructuring and innovation 

adaptation across EU, feeding into 

labour and jobs strategy.

2026
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Despite progress, the EU’s financial system remains bank-heavy and fragmented. 

Legal differences across Member States and limited cross-border VC discourage 

investment. 

To address this, the EU will launch the Scaleup Europe Fund, simplify and modernise 

the EIC, and mobilise institutional investors through a new Innovation Investment 

Pact. The Commission also plans to improve intellectual property-backed financing, 

support female-led startups, and reform the Foreign Direct Investment (FDI)  screening 

and State Aid rules to ease access to capital. The Savings and Investment Union 

(SIU) will reduce market fragmentation and enhance exit opportunities through better 

equity, debt, and IPO channels, ensuring startups can scale and stay in Europe.

Actions proposed by the EU Commission: 

Need #2: Better finance for startups and scaleups

Action Summary Timeline

Expand & streamline EIC

Introduce ARPA-style, challenge-

driven funding; engage 

centaurs/unicorns; simplify 

processes.

2025

Update State Aid rules

Review “undertaking in difficulty” 

definition to better accommodate 

startup financial models.

Q2 2025

Scaleup Europe Fund

Launch a new public-private fund 

under the EIC Fund to finance deep 

tech scaleups, focused on direct 

equity in strategic sectors.

2026

Innovation Investment Pact

Mobilise institutional investors to 

support EU VC funds, via voluntary 

commitments coordinated with the 

EIB Group.

2026

Defence startup finance

Create new flexible funding tools for 

defence and dual-use startups 

(including Ukrainian entities).

2026

Boost business angels

Support cross-border angel 

networks and reduce lock-in barriers 

for early-stage investors.

2026

European Corporate Network

Engage corporates in startup 

investment, procurement, and 

matchmaking

2026

IP-backed financing

Develop EU-wide framework for IP 

valuation and pilot new instruments 

through the EU Intellectual Property 

Office.

Q2 2027

Review merger rules

Revise EU merger guidelines to 

include dynamic factors like 

innovation competition.

2027

https://finance.ec.europa.eu/regulation-and-supervision/savings-and-investments-union_en
https://finance.ec.europa.eu/regulation-and-supervision/savings-and-investments-union_en
https://finance.ec.europa.eu/regulation-and-supervision/savings-and-investments-union_en
https://finance.ec.europa.eu/regulation-and-supervision/savings-and-investments-union_en
https://arpa-h.gov/about/arpa-h-model
https://arpa-h.gov/about/arpa-h-model
https://arpa-h.gov/about/arpa-h-model
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The successful commercialisation of innovation in Europe depends on a mix of 

entrepreneurial drive, capital, market access, and public support. Universities are key 

players in this ecosystem, having produced over 157,000 spin-offs, with the potential to 

create more than 6 million jobs in the next decade. 

However, translating research into commercial ventures remains limited outside top-

performing regions. Many universities lack strong incentives or frameworks to support 

spin-offs, and only a third of patents are commercially exploited. 

Public procurement systems across the EU tend to favour established players, while 

corporate procurement also remains risk-averse, limiting startup growth. Although 

networks like the European Institute of Innovation and Technology (EIT), Enterprise 

Europe Network, and Digital Innovation Hubs support innovation, their impact varies 

across countries. 

To address these issues, the EU aims to enhance tech transfer, improve access to 

innovation-friendly procurement, promote cross-border collaboration, and support 

global market access through initiatives like the Unitary Patent System and the Global 

Gateway. 

These actions seek to create a more cohesive and startup-friendly European 

innovation landscape.

Actions proposed by the EU Commission: 

Need #3: Fast market uptake and expansion

Action Summary Timeline

Pro-Innovation Procurement Reform

Revise public procurement rules to 

reduce barriers for startups (e.g., 

overspecification, financial 

thresholds); foster startup inclusion 

in defence tenders; increase R&D 

sourcing.

From 2025

Lab to Unicorn Initiative

Connect university-linked startup 

hubs across borders; develop EU-

wide IP licensing blueprints; build 

tech transfer capacity.

2026

Non-legislative Support

Expand national competence 

centres; improve monitoring; 

support joint innovation 

procurement in strategic sectors.

Ongoing

Global Market Access

Use EU Delegations, trade tools, 

and Global Gateway instruments to 

integrate startups into international 

value chains.

Ongoing

https://www.epo.org/en/applying/european/unitary/unitary-patent
https://www.epo.org/en/applying/european/unitary/unitary-patent
https://www.epo.org/en/applying/european/unitary/unitary-patent
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/stronger-europe-world/global-gateway_en
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/stronger-europe-world/global-gateway_en


‘Choose Europe to Start and Scale'

6
Market Intelligence Report

Access to skilled talent is essential for startups, but Europe faces challenges in 

attracting and retaining it. Barriers include fragmented qualification recognition, limited 

diversity, and unequal access to entrepreneurial education. 

Startups also struggle with salary competition and inconsistent Employee Stock Option 

rules. To address this, the EU is proposing the Blue Carpet Initiative, which aims to

attract and retain highly skilled, diverse talent from both EU and non-EU countries. The 

proposed action part of this initiative are the following.

Actions proposed by the EU Commission: 

Need #4: Support for the best talent in Europe

Action Summary Timeline

EU Visa Strategy

Attract skilled third-country students, 

researchers, and entrepreneurs via 

enhanced use of Blue Card and 

Students/Researchers Directive.

Q4 2025

Multipurpose Legal Gateway Offices 

(pilot)

Offer one-stop-shop support for ICT 

professionals, students, and 

researchers seeking to work in the 

EU.

Q4 2025

Strengthen Entrepreneurial 

Education

Promote inclusive, gender-balanced 

entrepreneurial skills and upskilling, 

supported by the EIT.

2025–2026

Academic Career Framework

Develop reward structures for 

research commercialisation in 

academic promotion and evaluation.

2025–2026

Harmonise Employee Stock Options

Explore legislative options to align 

ESO treatment across Member 

States.

2025–2026

Tax Recommendations for Remote 

Work

Propose measures to remove tax 

barriers for cross-border remote 

employees.

2025–2026

EU Blue Card Promotion

Raise awareness among employers 

and non-EU talent on Blue Card 

benefits, including family member 

rights.

2025–2026

Fast-Track Permits for Startup 

Founders

Encourage Member States to 

simplify and accelerate residence 

and work permits for eligible 

founders.

2025–2026

EURAXESS Services for Innovators

Expand support for non-EU 

innovators with tailored guidance on 

working and relocating to EU 

Member States.

2025–2026

Fair Labour Mobility Package

Clarify social security rules and 

improve qualification recognition, 

including for third-country nationals.

2026
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Startups need easy access to advanced infrastructure, expertise, and funding to 

accelerate product development and market entry. 

While the EU offers strong support through programmes like Horizon Europe, AI 

Factories, the EIT, and innovation hubs, startups face fragmented services, unclear IP 

rules, and difficult navigation of available resources. 

To address this, the Commission will launch a single digital entry point to unify 

access to EU funding, services, and infrastructure, complementing the EIB’s TechEU 

platform and improving clarity and efficiency for innovators and investors.

Actions proposed by the EU Commission: 

Need #5: Access to infrastructure, networks and services

Action Summary Timeline

Charter of Access

Define and harmonise access rules 

for research and tech infrastructure, 

including for startups and scaleups. 

Includes financial support for access 

to AI computing facilities.

2025

European Innovation Act – Access 

Measures

Introduce legislative provisions to 

strengthen infrastructure access for 

innovative companies.

Q1 2026

State Aid Guidance for 

Infrastructure Access

Clarify how universities and 

research organisations can grant 

infrastructure access in line with EU 

State Aid rules.

2026

https://www.eib.org/en/press/news/president-calvino-tech-firms-innovators-handelsblatt
https://www.eib.org/en/press/news/president-calvino-tech-firms-innovators-handelsblatt
https://www.eib.org/en/press/news/president-calvino-tech-firms-innovators-handelsblatt
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There is currently no unified EU definition of startups, scaleups, or innovative 

companies, with only a few Member States having adopted legal definitions. 

This lack of standardisation creates uncertainty, complicates data collection, and 

hinders the design of targeted policies. 

To improve measurement, policymaking, and impact assessment, the EU aims to 

establish harmonised definitions for these business categories.

Actions proposed by the EU Commission: 

Need #6: Measuring progress

Action Summary Timeline

Common EU Definitions

Propose harmonised EU definitions 

for startups, scaleups, and 

innovative companies to support 

consistent policy and data 

collection.

Q1 2026

European Startup & Scaleup 

Scoreboard

Track ecosystem performance using 

indicators like number of startups, 

centaurs, unicorns, and KPIs 

comparing EU progress to global 

benchmarks.

From 2026

Annual Startup & Scaleup Survey

Gather founders feedback on EU 

regulatory conditions and 

improvements over time.

From 2026
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The EU Startup and Scaleup Strategy sets out a comprehensive and ambitious 

framework to position Europe as a global leader in innovation-driven entrepreneurship. 

By addressing persistent barriers, such as regulatory fragmentation, limited access to 

finance, and challenges in talent acquisition, the strategy aims to create an 

environment where startups and scaleups can thrive and compete on a global scale. 

Key actions include the introduction of a unified regulatory regime, enhanced digital 

tools for business operations, and the promotion of regulatory sandboxes to 

foster innovation. Financial measures, such as expanding venture capital and 

leveraging EU-wide investment vehicles, are designed to close the funding gap and 

encourage risk-taking. The strategy also emphasizes the importance of talent, 

infrastructure, and networks, ensuring that startups have access to the resources and 

skills needed for growth.

The success of this strategy will be measured by an increase in the number of 

startups, centaurs, and unicorns within the EU, as well as their ability to remain and 

scale within Europe rather than relocating abroad. By fostering a more integrated and 

innovation-friendly ecosystem, the EU aims not only to boost its competitiveness and 

technological sovereignty but also to create quality jobs and drive sustainable 

economic growth. Through coordinated efforts at both EU and Member State levels, 

the strategy aspires to make Europe the destination of choice for entrepreneurs, 

investors, and innovators worldwide. 

Conclusion
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