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1. Introduction

The achievement of a competitive and digitally sovereign Europe is the ambition at the heart of the European
Commission’s policy agenda for 2024 - 2029. However, the EU’s overall strategy to do so risks veering off course in
ways that may undermine its aspirations. The motivating rhetoric behind this amibtion is now familiar: Europe is falling
behind the US and China in terms of economic competitiveness, particularly in the digital technology sector, and it must
act urgently to avoid further falling behind.! Europe’s lack of technological capabilities has also driven anxiety about
risks to Europe’s society and values — fuelling the European Union agenda of “digital sovereignty.” In 2020, President
of the European Commission, Ursula von der Leyen declared that Europe must achieve digital sovereignty, which she
defined as: “the capability that Europe must have to make its own choices, based on its own values, respecting its own
rules.”? Five years later, in Ursula von der Leyen’s second term as European Commission president, Europe’s capability
to make its own choices and enforce its own rules and values seems threatened in ways it never has been before.?

The Commission now has a blueprint and ambitious agendato invigorate Europe’s economy and achieve competitiveness
and sovereignty for Europe. Some of the key aspects of this agenda include: 1. major public investments to boost
competitiveness, particularly in the digital economy; 2. completion of Europe’s single market; 3. the reduction of
regulatory burdens; and 4. the promotion of European champions. This paper examines these four aspects of the EU’s
agenda in turn. It then discusses the merits of creating a digital sovereignty strategy for Europe. In principle, there are
many positive features of the Commission’s agenda to boost Europe’s competitiveness and achieve digital sovereignty.
However, the Commission’s current approach risks becoming unbalanced and misdirected in ways that could divert
away from achieving the EU’s goals — and which may in some cases risk undermining them. The EU’s policy agenda risks
focusing more on quantity, size, scale, and hype than on quality and substance. This means that the EU may indeed
massively invest in tech innovation, complete the single market, reduce regulatory burdens, and launch European
champions as the Commission aspires to — and yet fail to make Europe either sovereign or competitive.

2. Intelligent Investment?

The Commission has announced a series of major investment initiatives to promote Europe’s digital competitiveness.
Examples include the EU’s pledge of €50 billion for the InvestAl Initiative;* €20 billion for Al factories;> and €1.3 billion
for “critical technologies” through the Digital Europe Programme® — amongst others. Most recently the Commission
has adopted an “Apply Al Strategy” which commits €1 billion to promoting Al uptake across eleven sectors.’

This ambition is welcome in principle; major investments are needed to boost Europe’s digital competitiveness.
Arguably state investments in technological innovation can potentially have an accelerating effect on technological
development® and indeed it has been argued that US state funding played a critical role in the development of the
digital economy including the internet itself.® However, whether or not EU money will be invested effectively is a
separate question.

The Commission and Member State governments have a history of misspending money on over-hyped applications
of particular technologies — including dubious metaverse'® and blockchain applications.!! Even applications of genuine
economic importance — from search engines®?to cloud computing®® — have been areas of costly public investment that
have either failed or have achieved much less than initially hoped.**

Many of the Commission’s criteria to measure the success of the digital economy rely on arbitrary quantitative metrics
for which there seems to be little justification — such as the EU’s goal to produce 20% of the world’s semiconductors
by 2030% (despite the EU making up only 5.6% of the world’s population);*® and the EU’s goal that 75% of businesses
should use Al, cloud computing or big data by 2030.” The EU Court of Auditors recently described the EU’s strategy
to produce 20% of the world’s semiconductors as: “deeply disconnected from reality.”*® In some cases tech hype has
led policymakers to adopting technologies that are not only unnecessary but potentially less effective than lower-tech
equivalents (like using an Al chatbot tool for European Parliament archives).®

The disproportionate focus on Al in particular comes at a time of growing evidence that there is an Al bubble® and
that the productive capacity of many Al applications in many sectors of the economy have been grossly exaggerated.?
Concerningly also, the Commission’s vision of Al is a relatively narrow one — focusing disproportionately on particular
variants of Al that are currently most hyped, including deep learning variants, large language model generative Al, and



those that rely on ever vaster quantities of data to achieve better results. Yet, some leading Al experts argue that the
greatest future advances in Al technology will eventually come from alternative approaches to Al.22 The Commission’s
recently adopted “Apply Al Strategy” suggests once again that there is a flawed focus on promoting tech uptake for
the sake of uptake. For example, the Commission hopes to promote an “Al first policy” in which “Al is considered as
a potential solution whenever organisations make strategic or policy decisions, taking into careful consideration the
benefits and the risks of the technology.”?® Given the wide variety of areas where Al’s benefits have been exaggerated®
this may lead to wasteful Al adoption in areas where it is not the optimal solution. Indeed, the strategy promises to
promote Al even for use-cases where there is arguably a track-record of poor Al efficacy or where Al is unlikely to add
meaningful value; and may prioritise overhyped superficially impressive Al applications rather than meaningful Al
innovation.? The current EU approach thus risks wasting resources on over-hyped technologies or technologies that
will easily become outdated, and risks promoting technological uptake for the sake of uptake rather than to provide
meaningful social benefits or in ways that enhance Europe’s capabilities.

The EU could consider adopting new strategic guidelines to improve the effectiveness of EU investment in the digital
economy. These guidelines should ensure that money is not wastefully spent on promoting technological uptake merely
for the sake of doing so. These guidelines could provide methodology and metrics to ensure that investment provides
eithers real social benefits or else enhance Europe’s long-term technological capabilities. For example, investments
that promote cutting-edge research and skills development in areas where Europe is lagging may be more likely to
lead to long-term productivity gains. The guidelines should embrace a calculated level of risk; it is necessary to accept
that a certain proportion of investments will turn out unprofitable, in order to ensure that investment can also be
allocated to riskier areas of cutting-edge innovation. The guidelines should also attempt to future-proof the EU’s overall
approach toward promoting technological innovation. The EU’s current strategy for Al, for instance, is focused on
particular versions of Al that are currently predominant in industry, and may neglect the alternative approaches to Al
that may be the most important in the long-run.?® Lessons could be drawn from past public investment failures and
successes, in both the EU and internationally. In some other cases, public investment may be justified on the grounds
of protecting Europe’s digital sovereignty — however such investments should be firmly distinguished from those with
a competitiveness rationale and justified in accordance with robust criteria, as will be outlined later in this paper.

3. The Mirage of the Single Market Panacea

A prevailing narrative about Europe’s lack of competitiveness identifies the lack of a proper European single market
as a key culprit.?’ It is frequently argued that fragmentation in Europe’s market prevents European companies from
scaling up, thus harming the EU’s competitiveness relative to the US and Chinese economies.?® It is often assumed
that completing the single market is one of the keys to unlocking Europe’s competitiveness, which has motivated the
new EU single market strategy.?® Indeed, there may be many areas where Europe may stand to benefit from further
completion of the single market.

However, there are a number of things wrong with the narrative above, and an excessive focus on completing the
single market may distract policymakers from more important objectives. In particular, it may mislead policymakers
into focusing more on the quantitative scale of Europe’s single market than on its underlying quality.

Firstly, the idea that the US and China are outcompeting Europe because they possess completed internal single markets
is overstated. It is often overlooked that there are major trade barriers within both the US and Chinese economies,
between the states of the US and between the provinces of China. There are even specific areas where such barriers
arguably exceed those within the EU economy. In the 2022 essay “Single-Market Power: How Europe Surpassed
America in the Quest for Economic Integration” Associate Professor Matthias Matthijs and Professor Craig Parsons
write, “Which has a more complete single market, the United States or the European Union?...in the regulation of
interstate exchange, the EU has a more complete single market than the United States.”*° This is not a new arguement.
In 1987, Steven G. Craig and Joel W. Sailors wrote that the “substantial barriers to interstate trade” within the US is
“a more serious problem” for US trade than the “barriers to international trade” which were “only a small part of the
trade problem facing the United States.”*! Other American economists and political scientists have likewise highlighted
the major significance of economic barriers to trade between the states of the US.3? This fragmentation can include
key areas of relevance for the digital economy — for example, with regards to personal data, currently twenty US states
each have their own privacy law.?



Within the Chinese economy there are also barriers to trade between the provinces including regulatory barriers and
protectionist policies®* that are so significant that addressing them has become an important focus of Chinese national
policy.?® In 2022, China launched a “National Unified Market” initiative to try and counter local protectionism and reduce
fragmentation of the Chinese single market.?® In January 2024, Stanley Wu at the CSIS wrote that in China “There is
considerable distance yet to be traversed in achieving the “unification from within” and unleashing the full potential of
a unified Chinese market.”*” There are aspects of the Chinese economy such as the Hukou system, which restricts the
effective mobility of the Chinese labour force in ways that can be compared unfavourably with freedom of movement in
the EU.*® Despite major reforms in recent years the Hukou system remains a major barrier to Chinese internal mobility.*

Secondly, the idea that a quantitatively large single market is necessary or sufficient to be competitive or digitally
successful seems misguided. Many digital economy frontrunners such as Japan, South Korea, Taiwan, and Singapore,
have much smaller populations and domestic markets than the EU. Yet, in many areas of digital technology the EU
lags behind Japan?’, South Korea,* and Taiwan*? despite the fact that these countries lack anything close to the EU’s
market size. Indeed, these examples highlight that EU decision-makers often fixate too much on comparisons between
the EU on the one hand and either the US or China on the other. The EU is very different from the US and Chinese
economies — and therefore in some cases (though not necessarily all) policies that work in the US or China may not
work as effectively in the EU. In contrast, lessons that have guided the success of Japan, South Korea, and Taiwan may
sometimes be as applicable and as beneficial for the EU as lessons it can learn from the US and China. Even within
the EU, it is often smaller Member States that are digital frontrunners. Denmark was ranked as the world’s third
most digitally competitive country out of the countries studied in 2024 by the Institute of International Management
Development — ahead of the US.* Singapore and Switzerland were ranked first and second.* The Global Innovation
Index for 2024, produced by the World Intellectual Property Organization, meanwhile ranks EU Member Sweden in
second place for innovation globally, ahead of the US (with Switzerland ranked first).** Homogenising the EU’s policy
and market framework is unlikely to be beneficial if the EU is homogenised at the level of its worst performing Member
States rather than its frontrunners. The data above also suggests there may be significant scope to help Member States
to bolster innovation and competitiveness without completing the single market.

Thirdly, policy diversity can be beneficial by facilitating policy experimentation and iterative policy improvements - as has
sometimes been the case within the US and China. This does not mean that policy diversity and experimentation must
lead to permanent fragmentation; indeed as has sometimes happened in the US and China, policies of certain states and
provinces that are deemed successful became gradually imitated by others, allowing for a process of gradual integration
and policy improvement. In the US the phrase the “California effect” refers to a phenomenon in which regulations adopted
by one state (initially California) have been gradually adopted by other US states, based on the example of California’s
regulations on automobile pollution.* Similarly in China, localised policy experimentation proved to have consequences
for national policy*’ including the special economic zones such as Shenzhen*® or agricultural reforms in Xiogang* which
would both subsequently influence Chinese policy nationally.>® Indeed, it has been argued that policy learning between
EU Member States has led to countries imitating the successful policies of other Member States without centralised
EU regulation — with examples potentially including areas such as energy, pensions, and health policy.>! Especially with
regards to dynamically changing digital technologies, there may be advantages to facilitating policy experimentation and
iterative policy improvement, which can be undermined by excessive regulatory harmonisation.

Fourthly, the assumption that closer single market integration is automatically beneficial can lead to policymaking of a
lower quality than may otherwise be the case — including regulations that are unnecessarily burdensome. Regulatory
impact assessments often economically justify European regulations on the grounds that closer market integration
will outweigh any new economic burdens of regulations.> But the benefits of cross-border harmonisation may be
overstated. For example, regulatory impact assessments often state that regulations will benefit SMEs due to the
increased ease of cross-border trade — but most SMEs do not engage in cross-border trade in the first place.>® This
means that in some cases the drive toward the single market may actually impose greater regulatory burdens on
small businesses without providing any accompanying benefits. It is also notable that determining the optimal policy
framework is often challenging and complex—adopting one set of harmonised regulations centrally does not necessarily
guarantee that better quality regulations will be enacted. After years of passing dozens of new legislative initiatives,
many EU policies are now being reassessed as part of an EU simplification agenda, premised on the idea that many of
these recently passed regulations are unnecessarily burdensome. Potentially, in some cases, had the Member States
regulated at a national level in some of the areas where recent EU regulations have been passed, it is possible that
some Member States may have found a better ratio of benefits-to-burdens in their regulations.
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Likewise, while closer integration can sometimes be beneficial for Europe’s digital sovereignty, this is not necessarily
alwaystrue.There are arguably examples where excessive centralisation has caused sovereignty risks for Europe—ranging
from hindering data protection enforcement® to restricting Member State capabilities to respond to disinformation.>®
There are also examples where political influence on the Commission from foreign actors has influenced EU central
decision-making ranging from disinformation®® to digital tax.>’

EU policymakers could seek to ensure that the costs, and not only the benefits, of harmonisation and centralisation
are assessed in EU policymaking. Policymakers could adopt a renewed focus on market quality, including the quality of
the policy framework — and seek to balance considerations of this with market size and scale. In particular the merits
of policy diversity, experimentation and innovation should be reappraised and taken into account. Otherwise fixation
on the completion of the single market risks driving integration even in areas where it may counterproductive. It could
risk leading to the creation of a single market that may be perfectly integrated — but in a monolithic policy framework
that could potentially be cumbersome, rigid, and stagnant.

4. The Regulation and Champions Debate

It is welcome that policymakers are now paying greater attention to how heavily burdensome many regulations can
be. However, a common narrative that over-regulation has undermined Europe’s digital competitiveness®® compared to
the US and China and inhibited the growth of European champions seems misguided. It is arguably the case that China
has a more heavily regulated digital economy than Europe.*® Many US tech giants began scaling up within and across
European borders long before they became the major tech giants they are today.

The conviction that over-regulation is one of the main culprits for Europe’s lack of competitiveness may lead to harmful
consequences. This conviction risks becoming a lens that distorts the vision of policymakers — into over-estimating the
competitiveness gains of reducing specific regulatory burdens and under-estimating the harms that may unintentionally
result from the reductions of such regulatory burdens. Furthermore, some regulation can sometimes be beneficial for
innovation and competitiveness —and an indiscriminate deregulation drive may risk undermining such regulations also.
The Commission is considering reforming the GDPR — yet the parts of the GDPR designed to promote innovation — such
as data portability — have not yet been sufficiently manifested into practice.®® The proposal for an Al liability directive
was withdrawn as part of the regulatory simplification agenda.®! Yet, some argue the Al Liability Directive is necessary
to facilitate innovation by protecting smaller businesses at lower levels of the Al value chain from disproportionate
liability relative to larger companies.®? Areas such as data portability, competition, and interoperability all represent
areas where regulation can help to drive innovation and competitiveness as is arguably the case with Europe’s policies
such as the Digital Markets Act® and Data Act.®* Still, other regulations may play a role in building economic resilience in
ways that bolster long-term economic competitiveness — as some argue is the case with financial regulations designed
to prevent a repeat of the 2008 financial crisis.®> Something similar arguably may be true with having a well-designed
cybersecurity and cyber-resilience policy framework.

Part of the narrative about the need to complete the single market and reduce regulatory burdens holds that these
are necessary steps to allow European companies to scale up and become European champions — that is tech giants
of Europe’s own. However, the assumption that European tech giants would necessarily be beneficial for Europe’s
competitiveness may also be misleading. Major European tech companies will not magically make Europe competitive.
Such companies can be a symptom of economic weakness; as the Nobel Prize winning economist Joseph Stiglitz has
recently argued, often “a trillion-dollar firm could be...a symptom of bad economic policy.”%® Some economists, such as
Thomas Philippon, argue that the greater prevalence of large corporations in the US relative to the EU has had negative
consequences for the US economy which the EU has avoided due to greater competition within EU markets.®” There
are also other risks with depending on major champion companies as an economic model. Some argue that Finland
experienced economic stagnation by becoming over dependent on the fortunes of Nokia, which at its peak accounted
for 20% of Finland’s exports before Nokia’s technology became outdated.®® This is not to say that Europe does not
need major companies. But the assumption that possessing European tech giants will inherently make Europe more
competitive is a misguided one that may lead to harmful and counterproductive policy decisions.

Furthermore, a fixation on creating European digital champions and on deregulation also poses major risks to Europe’s
pursuit of digital sovereignty. European digital sovereignty could be described as meaning that Europe has the capability
to enforce its own values and policy preferences in the digital realm and to ensure that Europe’s values and policy



preferences are not undermined by digital technologies.®® It is misguided to assume that creating European “digital
champions” — tech giants of Europe’s own - will deliver Europe’s digital sovereignty. Many of the risks to social values
and sovereignty allegedly posed by some American tech companies in the EU may be similarly posed in the US to
American values and to American sovereignty. Russian propaganda and electoral interference in the US (as well as
in Europe) has taken place through American platforms.”® The same is true with Chinese propaganda.’”* American
platforms have themselves been accused of politicised interference in US politics.”? Some tech companies which are
accused of threatening European values and democracy in Europe are European companies — such as Cambridge
Analytica and the spyware company Intellexa.” Just because companies are European does not necessarily mean they
will be aligned with European values. Assuming that they will be risks backfiring with potentially serious consequences,
for instance if they are regulated more leniently than they otherwise may be. European tech giants may pose as many
risks to Europe’s digital sovereignty as would tech giants of a foreign origin. Regulation is necessary to ensure that such
companies will be aligned with, and serve, European values.

There is a need to rebalance the debate on regulation and digital champions. Indigenous European tech giants could
potentially bring benefits to Europe; and it is welcome to cut regulatory burdens where they are genuinely unnecessary
and lack benefits.

However European tech giants and the reduction of regulatory burdens will not by themselves make Europe either
competitive or sovereign - and disproportionately focusing on easing regulatory burdens and the creation of European
tech giants may even counterproductively harm Europe’s competitiveness and sovereignty.

5. The Need for a Digital Sovereignty Strategy

As mentioned above, European digital sovereignty could be described as meaning that Europe has the capability to
enforce its own values and policy preferences on the digital realm and to ensure that Europe’s values and policy
preferences are not undermined by digital technologies.

Using this description, there are areas where Europe’s sovereignty may be at risk—for example, if digital platforms may have
the capability to manipulate European elections,” or if the enforcement of Europe’s privacy values is not possible without
major economic disruption due to the laws of foreign jurisdictions.”> Sometimes technological change itself may pose
risks to traditional conceptions of sovereignty, in areas ranging from taxation to electoral interference to cybersecurity.”®

However, in other cases the EU’s sovereignty, in relation to digital policy, may be challenged for reasons that are political.
This risk has recently manifested in an especially prominent way due to the Trump administration in the US exerting
pressure on the EU to roll back its digital policy regulations.”” A striking case of the geopoliticisation of digital policy
in ways that may have negative implications for Europe’s sovereignty can be seen in the case of social media. Social
media platforms with close political ties to foreign governments have been accused of deliberate political interference
in Europe’s elections.”® There are also concerns that interference in European politics is becoming an official US policy.”®

At the same time, the US has pressured the EU to roll back tech regulations, including those that could be used against
social media that facilitate such electoral interference.®’ The US has threatened trade tariffs against the EU to pressure
the EU to rollback its digital policy regulations.®! The US has threatened sanctions against European officials who enforce
regulations on American social media in ways that the US deems to be censorship of American voices.® Yet, US policy
in relation to social media has been expanding in ways that provides an unprecedented role for the US government
in shaping social media, potentially including censorship and undermining the ability of Europeans to contribute to
American online discourse.®

There are other ways that Europe’s sovereignty may be at risk. The overwhelming dependence of Europe on American
cloud providers recently gained renewed attention when it was reported that US sanctions policy led Microsoft to
block account access of an ICC official.® This sparked concerns across Europe about whether the US could threaten to
suspend cloud services to European governments to exert pressure on them.®> Much of the concerns about Europe’s
sovereignty focus on dependencies on small number of dominant providers.8 Regulations which may help to reduce
the EU’s dependencies on a small number of dominant tech providers, such as the Digital Markets Act are one of
the primary targets of US pressure against Europe.®” There is a risk that the EU will feel pressured to compromise on
digital policy regulation; however, doing so may make Europe even more vulnerable and dependent — meaning it may
subsequently countenance even more severe demands that it may not have previously considered at the outset.



Europe’s digital sovereignty is arguably at risk in ways it was not previously. Yet, the term “digital sovereignty” has
become an over-used buzzword that is now associated with an excessive range of technologies, simply because such
technologies are economically desirable and hyped, or because they are predominantly developed outside of the EU
— from the metaverse®® to generative Al.# The EU’s Apply Al Strategy, for instance, regularly mentions “sovereignty” in
reference to a wide varieties of Al technologies, including for many technologies for which it is not necessarily clear
that significant sovereignty risks actually exist.”® This risks diluting the meaning of the term and wasting Europe’s
scarce resources. Some cutting-edge technologies may receive great public attention and hype, but this does not
necessarily mean that they pose major sovereignty risks. In contrast, some less technologically complex services, such
as social media, may be a critical digital sovereignty risk. It is not necessarily clear that Europe needs to produce its
own version of ChatGPT in order to be sovereign. Semiconductors are a sector where Europe arguably does face real
potential sovereignty risks, but it is not clear that Europe’s sovereignty requires the production of 20% of the world’s
semiconductors by 2030 (as is the goal in the EU’s digital compass).®* Some of the sectors where Europe faces significant
sovereignty risks may also be areas where Europe has a more realistic chance of addressing the consequences of its
lagging digital economy performance —as may potentially be the case, for example, with social media, communications
apps, and search engines. It is notable that the East Asian countries have strong indigenous performers in these sectors
(e.g. Line in Japan®; Kakaotalk and Naver in South Korea.?®) Indeed, even within some EU Member States there are
some local rivals to American service providers (such as the Seznam search engine in the Czech Republic.)**

The recent Digital Sovereignty Summit in Berlin in November 2025 exemplifies some of the opportunities and risks
that are involved in Europe’s pursuit of digital sovereignty. On the one hand it illustrated how the concept of digital
sovereignty could be exploited while real sovereignty risks are neglected. There were energetic proposals (particularly
by France) to support European champions; to impose European preferences in public procurement rules; and to
reduce regulatory burdens in order to benefit European companies.*® This vision could ultimately lead to a scenario
in which Europe’s sovereignty is undermined at the hand of European big tech firms — which may be uncompetitive
(but sustained through public money); on which Europeans have legally locked themselves into (because of European
preferencing rules) and which neglect Europe’s values without accountability (because they are loosely regulated.)

However, a much more positive development was the Declaration on Digital Sovereignty, an initiative spearheaded
by Austria, and ultimately signed by all EU Member States at the Berlin Digital Sovereignty Summit. The Declaration
emphasised that digital sovereignty referred to Europe’s capability to “act independently and in a self-determined
manner” based on “its own laws, values, and security interests.”*® It highlighted the need to address real digital
sovereignty risks —such as addressing dependencies, protecting democracy, and ensuring Europe’s capability to regulate
and to make free choices.”” It explicitly disavowed protectionism as “neither realistic nor desirable” emphasising the
importance of international cooperation instead.%

The EU could develop a digital sovereignty strategy for Europe, in line with the vision set out in this declaration,
that would establish clear metrics and criteria to narrowly define areas where Europe’s sovereignty is genuinely at
risk. In order to protect sovereignty, Europe can regulate, diversify or invest. Regulation and the enforcement of such
regulation is important — European companies can threaten European values as is the case with Cambridge Analytica or
spyware companies such as Intellexa.* Just because companies are European does not mean that they will be aligned
with Europe’s values or strengthen Europe’s sovereignty; regulation will be necessary to ensure they will be.

Diversifying is important — to be in a position of dependence on a small number of key providers which can control
core parts of Europe’s infrastructure or information space is a risk to Europe’s sovereignty regardless of whether or
not the company is European. The strategy’s diversification focus should also guard against European protectionism,
which is a distraction from sovereignty. Europe cannot be self-sufficient in all technologies and trying to do so will
be counter-productive. Nor can Europe avoid having dependencies - but it could try to minimise the risk of one-way
dependencies which make it vulnerable, by nurturing interdependencies in which it is dependent on partners who
are equivalently dependent on Europe. The EU should pursue healthy interdependencies with diverse international
partners to reduce dependencies on the US and China. This could include building on the EU’s digital partnerships that
exist with democratic digital frontrunners such as Japan, South Korea, and Taiwan.!%

In some areas, Europe’s digital sovereignty could be promoted through public investment — including when the
establishment of European alternatives is the best option or only option for ensuring sovereignty. A digital sovereignty
strategy could guide investment decisions of public money in key areas where Europe is facing real sovereignty risks



and clearly distinguish these from investments that may be economically beneficial and competitiveness-related but
that are unnecessary for European sovereignty. Without such a firm distinction, digital sovereignty risks becoming a
buzzword that cannot be distinguished from Europe’s general economic performance, distracting policymakers from
real sovereignty risks. For example, amongst other areas, public investment could potentially play a role in promoting
diversification and pluralism in social media, to reduce dependence on politicised foreign social media. This could
potentially involve establishing independent and pluralistic public service social media, modelled on a similar framework
of independence as exists for traditional public service media.

6. Conclusion

There are many positive features about the European Commission’s agenda to invigorate Europe’s competitiveness and
to achieve digital sovereignty. There could be significant benefits in publicly investing in European tech innovation; in
reducing many single market barriers; in easing regulatory burdens; and in achieving the creation of European champions.

However, as this paper argues, the EU mayindeed massively investin tech innovation, complete the single market, reduce
regulatory burdens and launch European champions— and yet fail to make Europe either sovereign or competitive.

Investing in technological innovation to boost Europe’s competitiveness is welcome — but strategic guidelines are
needed to ensure effective, intelligent investment that avoids the mistakes of the past. There are likely to be many
areas where Europe’s economy can benefit from a more complete single market — but perfect single market integration
alone will not make Europe competitive. The evidence suggests that other factors are even more important than
market scale. Furthermore, policy diversity, experimentation, and innovation may potentially play a role in helping
Europe’s success and this should be taken into account in EU policy — otherwise closer single market integration may
be pursued even in areas where it is counterproductive. Policymakers should also compare the performance of the EU
more frequently to successful small digital economies rather than just focusing on the lessons of the US and China —
with examples including South Korea, Taiwan, Switzerland, and even EU Member States such as Denmark and Sweden.

It is clearly desirable to reduce regulatory burdens when there are no negative consequences involved in doing so —
but a preoccupation with such a reduction may lead to overestimating the benefits of reducing regulatory burdens
and underestimating negative consequences that might arise. Some areas where regulations are likely to promote
innovation may also risk being neglected. The focus on European champions may also overstate the degree to which
these may benefit Europe’s competitiveness and sovereignty, and divert attention away from the risks that these
champions may also potentially pose to the sovereignty and competitiveness of Europe.

Finally, this paper recommends that Europe’s pursuit of digital sovereignty needs to be guided by a digital sovereignty
strategy that firmly distinguishes the need to address real existing threats to Europe’s sovereignty from other desirable
public policy objectives (e.g. competitiveness). Otherwise digital sovereignty may risk becoming a meaningless objective
into which resources are squandered while real sovereignty threats remain unaddressed. Ultimately, while there are many
positives features about the EU’s policy agenda, the agenda currently risks focusing on size, scale, and hype, to a greater
extent than quality and substance, in ways that may undermine the pursuit of a sovereign and competitive Europe.
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