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The deepening of the Single Market is at the heart of the European Union’s (EU)

Summary competitiveness agenda. A fully integrated market, with a GDP of €18 trillion, a shared
space of 450 million people and 26 million businesses, translates to higher economic
growth and more resilience against external shocks.

The uneven integration of the Single Market reveals two glaring vulnerable spots:
incomplete regulatory convergence and weak enforcement. Businesses, Small and
Medium-sized Enterprises (SMEs) and startups must be able to handle multiple legal and
administrative systems, divergent regulatory practices and varying enforcement
standards across 27 Member States.

A core debate is underway regarding the preference forregulations (the “one-size-fits-all”
model) over directives (the “tailored” model) in key areas, with the aim of eliminating the
hidden barriers to the Single Market caused by the transposition of directives into national
law.

Capital markets are revealing the limits of the current integration model. The Savings and
Investments Union (SIU), the rebranded and evolved successor to the Capital Markets
Union (CMU), seeks to mobilise savings and to channel them into productive investment
within the EU.

Attention should likewise be paid to unfulfilled promises in the services sector. The
European Court of Auditors confirms that only around 20% of services in the EU are
provided cross-border, while approximately 60% of barriers identified more than two
decades ago remain in place.

The “One Europe, One Market” roadmap paves the way for the transition from the Single
Market to the “One Market”, associated with the Union’s ability to compete globally.

There is an urgent need to adopt comprehensive and coherent EU legislation where
structural fragmentation is observed, alongside efficient governance and enforcement.
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The Commission
views
competitiveness as a
multifaceted
concept, structured
around several
crucial elements
including the
functioning of the
Single Market, access
to capital,
innovation, skills and
infrastructure

The European Council
has endorsed a
renewed focuson the
Single Market as a
key driver of
competitiveness,
emphasising the need
to remove barriers
and improve its
functioning.

“All those who, in trying to meet the economic challenges set
out by the treaty of Rome, neglected the political dimension
have failed. As long as [those] challenges will be addressed
exclusively in an economic perspective, disregarding their
political angle, we will run — | am afraid — into repeated
failures”

Paul-Henri Spaak, Discours a la Chambre des Représentants, 14 June 1961.

To date the Single Market is the EU’s most significant economic achievement. However,
its relevance depends on its ability to support European competitiveness under rapidly
changing global conditions. InJanuary 2025, the European Commission unveiled the so-
called “competitiveness compass”, a fresh strategy aimed at revitalising EU’s dynamism
(European Commission, 2025a). The Commission views competitiveness as a
multifaceted concept, structured around several crucial elements including the
functioning of the Single Market, access to capital, innovation, skills and infrastructure
(European Commission, 2024). Within this framework, a well-functioning internal
market is presented as a central condition for enabling businesses to scale, facilitating
investment and supporting productivity growth across the EU.

The European Commission has consistently identified hurdles affecting the functioning
of the Single Market, particularly in services and areas requiring administrative
coordination (European Commission, 2020a). The aforementioned barriers increase
costs for businesses, reduce legal certainty and discourage cross-border activity.
Moreover, recent policy reports place these issues in a broader economic context.
Draghi (2024) links Europe’s investment gap to structural inefficiencies, including
fragmentation within the Single Market. Letta (2024) similarly argues that the Single
Market must evolve to support scale, speed and strategic resilience. Institutional policy
analysis reinforces this assessment, e.g. the International Monetary Fund (IMF) notes
that Europe’s growth potential is restrained by weak productivity and limited scale (IMF,
2024).

These findings are indicated in current EU political priorities. The European Council has
endorsed a renewed focus on the Single Market as a key driver of competitiveness,
emphasising the need to remove barriers and improve its functioning (European
Council, 2026). Market fragmentation is affecting investment decisions, innovation,
productivity growth and the global position of European businesses, also having broader
strategic implications. As recent policy analysis emphasises, the absence of an
integrated internal market limits businesses’ ability to scale and raises capital costs,
weakening Europe’s position in an increasingly bloc-based global economy, where size
and coordination determine competitiveness (Jacques Delors Institute, 2026).

This paper argues that the next phase of Single Market reform should not be framed
simply as a choice between more or less EU legislation. The central question is whether
EU legal instruments, enforcement mechanisms and supervisory structures can convert
formal market access into operational market integration. Capital markets and services
show that fragmentation persists where legal convergence is not matched by
administrative capacity, supervisory alignment and political incentives for compliance.
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A precise
understanding of
fragmentation
requires
distinguishing
between its main
sources. Two factors
are particularly
relevant. The first is
incomplete
regulatory
convergence. [...] The
second is
implementation
failure. Even where
appropriate EU
legislation exists, its
application may still
be uneven.

At a deeper level,
fragmentation
signifies a structural
trade-off. Greater
market integration
entails constraints on
national regulatory
autonomy, especially
in areas such as
finance, taxation or
supervision.

...recent audit
evidence finds that
only around 20% of
services in the EU are
provided cross-
border, while
approximately 60% of
barriers identified
more than two
decades ago remain
in place.

A competitiveness
agenda that creates
startups but fails to
support scaleups
would leave Europe’s
structural scale
problem unresolved.

A precise understanding of fragmentation requires distinguishing between its main
sources. Two factors are particularly relevant. The first is incomplete regulatory
convergence. In certain areas, EU legislation does not fully eliminate cross-border
burdens. Capital markets provide a clear example, where differences in insolvency law,
taxation in cross-border investing and market infrastructure continue to create barriers
to integration. The second is implementation failure. Even where appropriate EU
legislation exists, its application may still be uneven. Although not confined to Single
Market law, the persistence of infringement litigation before the Court of Justice of the
European Union (CJEU) confirms that uneven application remains a structural problem
in EU law enforcement, with 200 infringement actions brought between 2021 and 2025
(Court of Justice of the European Union, 2026). Enforcement mechanisms are often slow
and reactive. The Commission has acknowledged the need to strengthen enforcement
as part of its broader strategy (European Commission, 2022).

Moreover, Member States apply EU law within national systems shaped by domestic
institutional structures and policy priorities. This can create incentives to preserve
regulatory discretion or to delay reforms, particularly in politically sensitive areas, even
where legal obligations are clear. At a deeper level, fragmentation signifies a structural
trade-off. Greater market integration entails constraints on national regulatory
autonomy, especially in areas such as finance, taxation or supervision. The extent to
which this trade-off is genuinely accepted varies across Member States and over time,
shaping the pace and the depth of integration.

These factors can be interlinked in practice. Regulatory divergence may endure because
implementation is weak, whilst domestic political incentives sometimes discourage
convergence. The European Commission’s May 2025 Single Market Strategy identifies
the “Terrible Ten” barriers disrupting the market, such as restrictive national services
rules, long delays in standard-setting and overly complex EU rules (European
Commission, 2025b). Evidence from the services sector exemplifies this dynamic.
Despite existing EU legislation, barriers remain widespread, reflecting both regulatory
and implementation challenges (European Commission, 2020a).

The Digital Single Market provides a useful illustration of this broader pattern. Recent
analysis identifies mutually reinforcing bottlenecks: uneven regulatory implementation,
nationally siloed infrastructure, barriers to data flows and skills mobility, and insufficient
growth-stage finance. This confirms that Single Market reform cannot rely on legal
harmonisation alone. Uniform rules must be connected to enforcement capacity, digital
infrastructure, public procurement, capital market depth and practical compliance tools
if firms are to scale across borders (Aarnio et al., 2026).

IMF staff estimates suggest that persisting internal barriers within Europe may be
equivalent to an indicative 110% tariff on services and 44% for manufactured goods
(Kammer, 2025). This shows the economic scale of fragmentation. European consumers
and businesses face these costs through reduced competition, increased prices and
lower productivity. Moreover, recent audit evidence finds that only around 20% of
services in the EU are provided cross-border, while approximately 60% of barriers
identified more than two decades ago remain in place (European Court of Auditors,
2026). At the same time, weaknesses in prioritisation, enforcement and monitoring
suggest that fragmentation persists due to regulatory inconsistencies across the bloc
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and limited EU strategic capacity to remove the most significant obstacles (European
Court of Auditors, 2026).

Kyriakos Pierrakakis, the President of the Eurogroup, has stressed that Europe faces a
pivotal decision: it must swiftly advance toward greater financial integration or face the
risk of falling behind in a world that is rapidly changing (ANA-MPA, 2026a). More
specifically, Europe’s startup problem is increasingly a scaleup problem. Eurobarometer
evidence supports the view that the Single Market should be judged not only by market
access, but by its capacity to help firms grow across borders. A competitiveness agenda
that creates startups but fails to support scaleups would leave Europe’s structural scale
problem unresolved (European Commission, 2025c). EU innovative startups and
scaleups continue to face fragmented regulatory regimes, high compliance costs,
limited access to late-stage capital, skills shortages and difficulties in using cross-border
procurement and institutional markets (Thomadakis & Marcus, 2025).

A credible SIU should therefore be judged by whether it enables firms to scale inside the
EU, with institutions such as the European Investment Bank helping to mobilise capital
(ANA-MPA, 2026b). It is noteworthy that EU stock markets have a combined
capitalisation of roughly 60% of EU GDP, while the two largest US exchanges alone
exceed 200% of US GDP (Jacques Delors Institute, 2026). This disparity highlights the
structural difficulty of mobilising capital at scale within a fragmented Single Market. The
SIU framing places greater emphasis on the role of households and institutional
investors, as well as on the integration of savings products and capital markets.
Nonetheless, mobilising savings depends on trust in financial systems, consistent
regulatory frameworks and efficient cross-border infrastructure.

Europe’s Fragmented Single Market

The economic cost of internal barriers, and why deeper financial integration matters
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Even though it has
been established that
EU legislation
prohibits unjustified
restrictions on the
free movement of
capital, services,
goods, and persons,
it certainly does not
eliminate the
conditions under
which those
restrictions arise.

..there is increasing
support for
regulations (Wax &
lonta, 2026), which
are binding and
directly applicable,
reducing the scope
for divergence.

Recent OECD
evidence links
regulatory
compliance costs to
weaker productivity
and lower business
dynamism.

The EU’s legislation governing the Single Market is prima facie comprehensive. It
encompasses primary law provisions, specified and complemented by extensive
secondary law. This common binding framework establishes directly enforceable rights
for economic actors and prohibits a wide array of restrictions on cross-border activities.
In that respect, EU law is sound and unavoidable.

However, the strength of EU law should not obscure its limits. Even though it has been
established that EU legislation prohibits unjustified restrictions on the free movement
of capital, services, goods, and persons, it certainly does not eliminate the conditions
under which those restrictions arise. Nor does it ensure convergence in administrative
practices, regulatory approaches or institutional capacity. These are structural
limitations, since the implementation of EU law depends on national authorities that
operate within different legal traditions, administrative systems and policy priorities.
This leads to the familiar paradox that the same EU legal rule may produce different
outcomes across Member States.

Policy debates have focused on this issue, which is also intrinsically correlated to
national sovereignty concerns. Directives, as binding legal acts that allow flexibility in
national transposition, granting Member States some national discretion to decide how
to achieve the set objectives, have often resulted in divergent implementation. In
response, there is increasing support for regulations (Wax & lonta, 2026), which are
binding and directly applicable, reducing the scope for divergence. The shift towards
regulations is already visible in EU legislative practice: in recent years regulations have
become the dominant instrument among legislative acts adopted under the ordinary
legislative procedure (Publications Office of the European Union, n.d.). This approach
aims to address possible legal confusion among Member States, without being a
panacea for every problem, since ultimately all EU rules depend on national
enforcement. Legal uniformity, in that sense, mitigates one aspect of market
fragmentation, whilst not addressing other disparities in administrative capacity or
supervisory practices.

Recent OECD evidence links regulatory compliance costs to weaker productivity and
lower business dynamism (Andrews et al., 2026). This matters for the Single Market
because firms experience EU law also as compliance tasks, administrative procedures
and enforcement practices. Regulations can reduce one important source of
fragmentation by limiting divergent national transposition, but they do not remove the
practical costs of compliance. Evidence on cumulative compliance costs for SMEs shows
that burdens often arise from national interpretation, monitoring and enforcement
practices, as well as from the accumulation of obligations over time (European
Commission, 2015). These costs may affect firms’ decisions to innovate, enter new
markets or expand across borders. The implication is that the choice of legal instrument
matters, but it must be accompanied by clear implementation planning, proportionate
enforcement and attention to administrative capacity. Otherwise, directly applicable
rules may still produce uneven market effects across Member States (European
Commission, 2015; Capuano, 2025).

Even where EU rules are directly binding, Member States remain central to how their
effects materialise for businesses and citizens (OECD, 2025). The increasing reliance on
regulations should be treated as a governance choice, not as a shortcut to integration.
Regulations can limit national divergence, but where they postpone application, rely
heavily on implementing acts, or require substantial national administrative
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The increasing
reliance on
regulations should be
treated as a
governance choice,
not as a shortcut to
integration.

...before venturing
into the global
market, European
companies should
prioritise
strengthening their
presence within
Europe.

The free movement
of capital is
enshrined in primary
EU law, but in
practice it relies
largely on trust in
banks, institutions,
and the country’s
economic
performance.

Today, although no
comparable
emergency capital
controls are in place
in the Member
States, the free
movement of capital
within the EU is still
not fully utilised.

adjustment, they may reproduce some of the same practical problems usually
associated with directives (Capuano, 2025). The question is therefore not whether
regulations are preferable in abstract terms, but under what conditions they can
produce uniform market effects without increasing legal complexity or weakening
accountability.

Policy discussions have also explored the use of optional EU-wide legal regimes, such as
the so-called “28th regime” corporate legal framework, as a means of reducing
fragmentation without requiring full harmonization (Hallak, 2026). It would allow
businesses to operate under a single set of EU rules across Member States, bypassing
divergent national frameworks. This approach is clearly manifesting an attempt to
reconcile regulatory uniformity with political limitations on deeper harmonisation. It
aims to be a transition towards a legal framework specifically designed to more
effectively facilitate cross-border activities in Europe. It goes hand in hand with the
argument that before venturing into the global market, European companies should
prioritise strengthening their presence within Europe.

Regarding the freedom of capital, primary EU law is particularly liberal. Article 63 of the
Treaty on the Functioning of the European Union (TFEU) prohibits all restrictions on
capital movements within the EU and between Member States and third countries. The
CJEU has even interpreted EU law on capital and payments in a dynamic way that
reinforces its role as a central pillar of market integration (Samaras, 2022). Even so,
further provisions in the TFEU stipulate a number of exceptions to the principle of free
movement of capital. Article 65 TFEU stipulates derogations related to taxation,
prudential supervision of financial institutions, public policy and public security.

Sometimes the implementation of the free movement of capital lacks certainty. As an
example, one might cite the experience of “capital controls” in Cyprus (2013-2015) and
in Greece (2015-2019) over the past decade, as it provides a picture of the realistic limits
of legal integration within the Single Market under conditions of economic turmoil and
financial crisis. The free movement of capital is enshrined in primary EU law, but in
practice it relies largely on trust in banks, institutions, and the country’s economic
performance. When that trust is broken, exceptions become the norm.

The gradual process of further liberalising the Single Market is not always linear.
Naturally, the banking and financial sector’s stability has been prioritised during periods
of severe crisis. Exceptional measures have been adopted in the past, in line with EU
law. Consequently, the EU’s economic freedoms are not absolutely guaranteed in
perpetuity, regardless of the state of the Member States’ domestic economies and the
solutions offered by the EU at the time. Even the most liberal Treaty freedom operates
within institutional, financial and crisis-management constraints. Today, although no
comparable emergency capital controls are in place in the Member States, the free
movement of capital within the EU is still not fully utilised.

Capital markets provide a clear test of the limits of the current integration model.
Successive CMU initiatives have addressed several layers of capital-market integration,
including prospectus rules, securitisation, long-term investment funds, company
disclosure through the European Single Access Point (ESAP), trading transparency,
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The initiative for a
SIU, presented by the
European Commission
in March 2025,
suggests a
recalibration into a
holistic approach
that incorporates the
entire EU financial
system, attempting
to mobilise European
savings more
effectively and to
channel them into
productive
investment within
the EU.

listing rules and withholding tax procedures.! Yet these measures have not removed
deeper structural fragmentation in supervision, insolvency law, taxation, market
infrastructure and growth-stage finance.

This means that companies and investors face higher transaction costs and legal
uncertainty when operating across borders. The European Commission has identified
these frictions as key impediments to the effective functioning of capital markets and
to the broader objective of financing growth within the EU (European Commission,
2020b). Recent analysis indicates that the main obstacle to deeper capital market
integration lies in the limited centralisation of supervisory powers at EU level, with the
European Securities and Markets Authority (ESMA) still lacking the authority required
to ensure consistent application of rules across Member States (Gortsos, 2026).

The European Central Bank (ECB) has also noted the macroeconomic importance of
capital market integration. More integrated capital markets support private risk sharing
across Member States, improve the allocation of capital and enhance the resilience of
the euro area to asymmetric shocks (European Central Bank, 2024). Fragmentation
reduces these benefits, it reinforces reliance on bank-based financing and constrains
access to risk capital, particularly for innovative and high-growth businesses. The CMU
agenda has addressed some of these issues through targeted legislative initiatives,
facilitating cross-border investment and promoting supervisory convergence.
Nevertheless, structural differences in national frameworks are still problematic in a
cross-border context.

The initiative fora SIU, presented by the European Commission in March 2025, suggests
a recalibration into a holistic approach that incorporates the entire EU financial system,
attempting to mobilise European savings more effectively and to channel them into
productive investment within the EU (European Commission, 2025d). It is designed to
transform the foundational work of the two main CMU Action Plans (i.e. the pioneering
2015 CMU Action Plan and the 2020 CMU Action Plan), along with the parallel efforts to
develop the Banking Union, into a high-impact, more inclusive and citizen-focused,
financial engine. This is closely linked to concerns about the EU’s investment gap and
the need to finance large-scale transitions, including digitalisation and decarbonisation
(Draghi, 2024).

The governance of the Single Market is based largely on decentralised implementation.
Member States are responsible for applying EU law, while the European Commission -
acting as the “guardian of the Treaties”- monitors compliance and initiates enforcement
when required. It is unavoidable that structural challenges and disputes rise from time
to time, since the application of EU law varies in practice across the 27 EU Member
States. The infringement procedure against a Member State that fails to implement EU
legislation remains a crucial enforcement tool. However, despite its usefulness, it
addresses specific Member State breaches of EU law, not systemic patterns of
violations. The Commission has framed enforcement as a strategic and preventive
function, rather than merely a reactive infringement mechanism, with particular
emphasis on own-initiative investigations, incorrect transposition of directives, and
infringements that obstruct fundamental freedoms or the effective functioning of the
Single Market (European Commission, 2022).

1See, indicatively, Regulation (EU) 2017/1129; Regulation (EU) 2017/2402; Regulation (EU) 2023/606; Regulation (EU) 2023/2859; Directive
(EU) 2024/790; Regulation (EU) 2024/791; Regulation (EU) 2024/2809; Directive (EU) 2024/2811; Council Directive (EU) 2025/50.
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Recent EU initiatives
point towards a more
targeted and
measurable
enforcement
strategy.

...the main challenge
for the EU continues
to be ineffective
governance.

The completion of the Single Market also requires a credible delivery framework that
combines, other than political commitment, a coherent legislative package and clear
timelines (Jacques Delors Institute, 2026). Recent EU initiatives point towards a more
targeted and measurable enforcement strategy. The “2026 Annual Single Market and
Competitiveness” report introduces the first annual “Single Market Enforcement
Agenda”, focused on priority barriers such as late payments and obstacles in
construction and installation services linked to the green transition, while simplification
packages seek to reduce administrative burdens and make Single Market rules easier to
apply in practice (European Commission, 2026). Nonetheless, institutional limits hinder
enforcement. Coordination mechanisms rely on cooperation and do not always
generate strong incentives for compliance. Consequently, the main challenge forthe EU
continues to be ineffective governance.

A turning point appears to be marked by more recent developments towards a results-
oriented EU governance approach. The joint “One Europe, One Market” roadmap,
agreed in late April 2026 between the European Parliament, the Council and the
Commission, seeks to introduce a structured implementation framework through
priority legislative deliverables and clear timelines, as well as regular monitoring
through quarterly stocktaking. Europe’s fragmentation was translated into a structured
work programme built around five priorities: simplifying rules, deepening Single Market
integration, strengthening trade, reducing energy prices while advancing
decarbonisation, and driving the digital and Al transformation, supported by more than
forty legislative and policy deliverables.

The roadmap shows the political commitment of the EU institutions for setting out
concrete steps towards a more operational Single Market governance (Council of the
European Union, 2026). It converts a broad competitiveness agenda into a delivery test:
capital markets, energy, digital infrastructure and industrial policy are placed within one
political framework, with timelines that make delays more visible and politically costly
(Letta, 2026a).

One Europe, One Market Roadmap

Political commitment, priority actions, and measurable delivery, 2026 to 2027
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The roadmap’s “market integration and supervision package” is particularly relevant in
this respect, since the Commission’s December 2025 proposals seek to address capital-
market fragmentation through changes to trading, post-trading, asset management and
ESMA supervision, confirming that the SIU depends not only on new rules but on a more
integrated supervisory architecture (European Commission, 2025e).
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Eliminating internal
obstacles across the
EU is essential for
enabling market
dynamics to operate
effectively on a large
scale.

Completing the Single Market requires targeted action. The adoption of these strategic
priorities is strongly encouraged:

v' Target harmonisation and implementation where fragmentation is structural:
EU legislative action should focus on areas such as insolvency, taxation
procedures and other market obstacles, where national discrepancies create
permanent barriers. Where the Treaty basis allows it, regulations may be more
effective than directives, since they reduce transposition delays and limit
divergent national implementation. Moreover, the Commission should track
the implementation of major Single Market initiatives early, using detailed
guidance and reporting to prevent new fragmentation from emerging.
Attention should be paid to reducing “gold-plating” (adding extra layers of rules
at the national level), which often increases compliance costs without clear
policy justification.

v' Reinforce supervisory convergence in capital markets: As has been pointed out
in the Draghi Report (2024), the EU lacks a single securities market regulator.
The ESMA ought to be transformed to serve as the sole common regulator for
all securities markets within the EU. The EU should strengthen convergence
through the ESMA, reinforcing transparency and technical standards, attaining
a more unified supervision of capital markets.

v"  Constitutional discipline for restrictions on capital movements: Past episodes
of capital controls show that EU law can accommodate emergency restrictions
on capital movements where they are justified, proportionate and temporary.
The unresolved issue is institutional. These safeguards have operated mainly
through ad hoc assessment and monitoring, rather than through a permanent
framework designed to protect capital-market integration. The EU should
therefore develop, first through secondary legislation and eventually through
Treaty reform, a stricter constitutional discipline forthe use of Article 65 TFEU.
Its provisions should not be abolished, since taxation, prudential supervision
and public policy/security remain legitimate public interests. Its invocation,
however, should be tied to clearer EU-level conditions: notification, time
limitation, strict periodic review and consistency with the objective of capital-
market integration. The aim would not be to invent new legality criteria, but to
make their application more predictable, reviewable and aligned with the
completion of the SIU.

In 2024, the findings and recommendations of the Letta and Draghi reports had been
met with widespread enthusiasm (Kritikos, 2024). Eliminating internal obstacles across
the EU is essential for enabling market dynamics to operate effectively on a large scale.
A true unified market is needed, ensuring that conducting business between Vilnius and
Madrid is as seamless as it is between Athens and Thessaloniki. The competitiveness
debate is therefore also a debate about scale. The EU’s difficulty is that companies,
banks and capital markets are primarily organised around national markets. In a global
economy shaped by continental-scale competitors from the United States and China,
the relevant benchmark is whether businesses in the EU can achieve sufficient growth
to establish themselves as truly European entities, rather than remaining confined to
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In a global economy
shaped by
continental-scale
competitors from the
United States and
China, the relevant
benchmark is
whether businesses
in the EU can achieve
sufficient growth to
establish themselves
as truly European
entities.

A more integrated
Single Market needs
rules that are clear
and sufficiently
uniform to support
cross-border growth,
while avoiding
unnecessary
procedural burdens
that make
compliance easier for
incumbents than for
new entrants.

Completing the
Single Market means
making Europe the
natural scale of
economic activity,
rather than leaving
firms, capital and
innovation trapped in
national markets.

national prominence. This does not alter the fact that slow convergence may be
insufficient in sectors where technological cycles and global competition move faster
than EU implementation.

A more integrated Single Market needs rules that are clear and sufficiently uniform to
support cross-border growth, while avoiding unnecessary procedural burdens that
make compliance easier for incumbents than for new entrants. National regulatory
discretion may protect domestic dominant players and, possibly, reduce unwanted
competitive pressure from other Member States. This might explain why many barriers
still exist even when their aggregate cost to the EU economy is widely recognised.
Completing the Single Market requires confronting the domestic interests that benefit
from partial integration.

Greater scale should not be understood as a goal only for large Member States or large
firms. Smaller Member States and SMEs may benefit most from a genuinely integrated
Single Market, because domestic scale is structurally limited. Deeper integration can
expand their addressable market and create more credible paths from local innovation
to European growth. Besides, Europe does not lack startups or entrepreneurial talent,
but many firms face a financing and market-size ceiling once they move from creation
to scaleup. A functioning SIU should be assessed by whether it enables European firms
to grow within Europe, rather than pushing them towards capital markets elsewhere.

Recent EU policy developments set out the way forward regarding greater regulatory
uniformity and less economic overreliance on third countries. This direction addresses
important aspects of the problem. However, legal convergence does not automatically
produce effective integration. The central challenge is mostly operational, since the EU
has demonstrated its ability to identify barriers and design policy responses. Ensuring
consistent implementation across Member States is more difficult. The long-term
political sustainability of the Single Market depends also on ensuring that mobility
remains a choice rather than an obligation. As emphasised in recent policy debates,
deeper integration must be accompanied by economic and social cohesion in order to
remain politically viable (Letta, 2026b).

The link between competitiveness and European security is also central to the Single
Market debate. Ina global economy, fragmentation weakens the EU’s capacity to invest,
innovate and act strategically. Completing the Single Market should be understood not
only as an economic reform, but as a condition for European resilience and sovereignty
(Letta & Lamy, 2026). It is time for the EU to compete with the dominant players,
benefitting from a higher degree of autonomy by boosting its economy. For the EU this
requires a decisive shift from agenda-setting to delivery. It implies departing from
mediocrity, with stronger enforcement, greater administrative capacity and sustained
political commitment.

From the early stages of the internal market, European policymakers recognised that
incomplete integration risks reducing the market to a form of managed openness
instead of a fully functioning economic space (European Commission, 1985). The
struggle over the same strategic choice is still relevant today. The key question is
whether Europe can transition from a culture of national protectionism to a European-
scale mindset. Completing the Single Market means making Europe the natural scale of
economic activity, rather than leaving firms, capital and innovation trapped in national
markets.
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