
Simplifying Europe’s Startup Ecosystem: Key
Areas for Reform

Europe’s startup ecosystem drives innovation and growth. StepUp Startups also focuses on
regulatory reform, talent attraction, and capital access to boost global competitiveness.
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Europe’s Startup Ecosystem: Overcoming Barriers to Global
Competitiveness
Europe's startup ecosystem has great potential but faces structural and regulatory barriers that
affect its global competitiveness. During the third policy workshop of the StepUp Startups project,
three areas were identified as potential focus for future policy reforms: simplification, talent
attraction, and financial system improvements. Ameliorations in these areas can make Europe
more startup-friendly, ultimately boosting innovation, job creation, and economic growth.

Simplification: Reducing Red Tape for Startups

One of the challenges facing European startups is the complexity of regulatory and legal
frameworks. Starting and scaling a company in Europe often involves applying different sets of rules
across member states. Regulations vary from country to country, including company registration, tax
compliance, and bankruptcy.

For small and medium-sized enterprises (SMEs), these processes can become combersome.



Regulatory fragmentation make startups dedicate time to compliance instead of innovation and
growth. Simplifying these processes - through harmonised regulations, streamlined company
registration, and simplified tax systems - could lower the barriers for new startups, making Europe
more attractive for entrepreneurs.

Talent Attraction: Competing for Global Talent

Attracting and retaining top talent is another area where Europe lags behind global competitors.
Labour regulations, lengthy visa processes, and salary structures make it harder for startups to offer
the same flexibility and opportunities as their international counterparts.

Developing more flexible labour regulations, fast-tracking visa applications for high-skilled workers,
and offering tax incentives for in-demand skills are crucial steps to address this challenge. By
providing competitive salaries and working conditions, Europe can retain its brightest minds and
attract global talent.

Financial Systems: Unlocking Access to Capital

Access to capital is essential for startup growth, yet Europe struggles to provide adequate funding,
particularly in later stages. While public funding supports early-stage startups, the lack of venture
capital in Europe, can inhibit growth. Despite having a comparable number of startups, Europe
attracts less large-scale venture capital investment than other regions.

Reforms to Europe’s financial system - such as providing better tax incentives for investors, opening
pension funds to startup investments, and simplifying venture capital regulations - could make
Europe more appealing for high-growth startups. This could also reduce the number of companies
relocating abroad to seek better financial conditions.

The Path to a More Startup-Friendly Europe

Initiatives like the Startup Europe program and the European Innovation Council (EIC) aim to
address these challenges by providing access to funding, mentorship, and networking opportunities.
Additionally, the Capital Markets Union (CMU) initiative seeks to remove barriers to cross-border
investments, making it easier for startups to access venture capital within the EU.

The StepUp Startups project continues to work toward these goals, driving policy
recommendations that aim to transform Europe’s startup landscape. Simplifying regulations,
attracting global talent, and improving access to capital are essential for creating a startup-friendly
Europe that fosters innovation, job creation, and economic growth.
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