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Abstract The European Union (EU) is a political system involving multiple levels
of governance. Changing the institutional environment responsible for the quality
of the entrepreneurial ecosystem will require changes on multiple levels. However,
each level is not of equal importance. For some policy areas, the EU level is the
most important level of policy-making, and for other policy areas other levels of
governance are more important. This chapter will make clear that several institutions
which might be reformed in the context of creating a more entrepreneurial society fall
under the ‘shared’ or ‘supporting’ competence category of EU policy-making. This
implies that the centre of gravity for institutional reform remains firmly on the level
of the EU Member States or on the level of sub-national regions. The chapter shows
that fostering entrepreneurship will require a multi-level approach with a strong focus
on the level of EU Member States.
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5.1 Introduction

The European Union (EU) is a political system involving multiple levels of gov-
ernance. Changing the institutional environment responsible for the quality of the
entrepreneurial ecosystem will require changes on multiple levels. However, each
level is not of equal importance. For some policy areas, such as trade policy the EU
level is the most important level of policy-making since the EU has an ‘exclusive’
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competence to make policy. For other policy areas, other levels of governance might
be more important. This chapter will make clear that several institutions which might
be reformed in the context of creating a more entrepreneurial society fall under the
‘shared’ or ‘supporting’ competence category of EU policy-making. This implies
that the centre of gravity for institutional reform remains firmly on the level of the
EU Member States (EU MS) or on the level of sub-national regions (especially in
federal states).

In order to illustrate the prominence of EU MS and the more limited scope for
institutional reform on the EU level, this chapter will first discuss the importance
of the principle of subsidiarity in EU policy-making. Next, the division of compe-
tence within the EU with regard to policy areas relevant to entrepreneurship will
be discussed. The chapter will then proceed by discussing the current EU policy
towards entrepreneurship and introduces the main objectives and instruments of
EU entrepreneurship policy to show where the EU can make a contribution. The
chapter ends with a discussion and summary which clearly shows that fostering
entrepreneurship will require a multi-level approach with a strong focus on the level
of EU MS.

5.2 Reforms Towards an Entrepreneurial Society in the EU

To propose reforms for an entrepreneurial society in Europe, one needs to understand
that policy within the European Union requires a multi-level approach (Marks et al.
1996). Policy is made on the European, national, regional and local level. However,
not all levels are equally relevant to each policy area. The importance of a governance
level is determined by multiple factors and is enshrined in national and European
Union law.

EU law is guided by a set of general principles by which the lawfulness of admin-
istrative and legislative measures of the EU is assessed. A number of these princi-
ples have been singled out as particularly important in relation to policies to pro-
mote entrepreneurship and competitiveness, namely the principles of subsidiarity,
proportionality and better regulation (Juncker 2014a, b, p. 2).

Of the above principles, the principle of subsidiarity is of crucial importance
for determining the potential reach, ambit and ambition of EU initiatives to reform
the institutional basis of the EU’s approach to entrepreneurship. As the previous
Commission President Juncker noted, “we should leave action to the EU MS where
they are more legitimate and better equipped to give effective policy responses at
national, regional or local level” (Juncker 2014a, p. 2). Before going over the specific
types of competences that determine the EU’s powers in the different policy areas,
we should therefore briefly go over the meaning and importance of the principle of
subsidiarity.

The principle of subsidiarity has been defined in general EU primary law and case
law, and in the existing policy documents on entrepreneurship in particular. Article
5 Treaty of the European Union (TEU) stipulates that the use of Union competences
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is governed by the principles of subsidiarity and proportionality (Article 5.1 TEU).
These principles are the logical complements to the fact that the limits of EU are
governed by the principle of conferral, where powers are voluntarily conferred to
the EU by its Member States through international treaties and can hence only be
exercised by the EU within these limits and in order to achieve the goals set out
therein.

Competences that have not been conferred upon the EU in its constitutive treaties
rest with the EU MS (Article 5.2 TEU). The principle of conferral hence places
strict limitations on the policy areas in which the EU may act, but also on the types
of actions that may be initiated by the EU in those areas where it is, in principle,
competent to act. For example, fiscal measures may not be taken by the EU as part
of the industrial policy to promote the regulatory environment in which SMEs in
Europe can operate, though industrial policy is a (supporting) competence of the
EU.!

Specifically, the principle of subsidiarity means that the EU shall, in those policy
areas that do not fall within the exclusive competence (see below) of the EU, “act
only if and in so far as the objectives of the proposed action cannot be sufficiently
achieved by the EU MS, either at central level or at regional and local level, but can
rather, by reason of the scale or effects of the proposed action, be better achieved at
Union level” (Article 5.3 TEU). As the EU competences on entrepreneurship policy
are almost solely either shared or supporting (see below), respect for the principle of
subsidiarity is of utmost importance in all proposals aiming to reform the European
entrepreneurial society.

A critical corollary to the principle of subsidiarity is the principle of proportion-
ality, which stipulates that the content and form of EU actions shall not exceed what
is necessary to achieve the objectives of the Union’s treaties (Article 5.4 TEU). The
legal and policy implications of both principles are explained in more detail in a
separate protocol to the TEU and Treaty on the Functioning of the European Union
(TFEU), setting out the conditions to ensure respect for the principles by the institu-
tions of the EU and the procedure to be followed by the national parliaments of the
EU MS when verifying compliance at Union level. EU MS as well as the Committee
of the Regions (CoR) may bring actions on grounds of infringement of the principle
of subsidiarity against such legislative acts as for the adoption of which the TFEU
requires that the CoR be consulted (Art. 8 Protocol No 2; for a discussion, see Schmitt
et al. 2014).

The principles of subsidiarity and proportionality are informed by a concern that
the EU shall not act unnecessarily in policy areas where the conferral of competences
by EU MS to the EU has consciously been restricted, for a number of reasons,
for example because regional and local conditions vary to such an extent across
Europe that central EU regulation is considered to be sub-optimal. The current Union
approach to entrepreneurship is one such policy area, guided by considerations of
neutrality and born of the necessity to allow the regional differences in Europe to
take effect, which render it undesirable, overly time-consuming and impractical to

'EU tax decisions can only be taken in very limited instances.
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implement centralized EU legislation using a top-down approach (De Man et al.
2015).

The importance of national and regional differences in entrepreneurship is illus-
trated by several chapters in this book. The great diversity in the national and local
environments in which entrepreneurs operate, as well as the nature of enterprises
and entrepreneurs themselves, informs the long-standing approach by the EU to
policies addressing the needs of entrepreneurs as requiring fully recognition of this
diversity and, hence, respect for the principle of subsidiarity (European Commission
2008a, p. 2). In order to implement the ambitious agenda for reinvigorating the Euro-
pean economy through entrepreneurship and SMEs, the Commission’s approach (see
below) is therefore based on “a genuine political partnership between the EU and
EU MS that respects the principles of subsidiarity and proportionality” (European
Commission 2008a, p. 4).

5.3 Division of Competence

The distribution of powers, or competences, between the EU level of governance
and the Member State level is governed by the TEU and the TFEU. The EU can
take a particular action—whether legislative, administrative or in the nature of soft
law (e.g. recommendations)—only to the extent that EU MS granted it the relevant
competence by way of a treaty provision. According to the ‘principle of conferral’,
enshrined in Article 5(2) of the TEU, “the Union shall act only within the limits of the
competences conferred upon it by the EU MS in the Treaties to attain the objective set
out therein”. Article 5(2) further clarifies that “competences not conferred upon the
Union in the Treaties remain with the Member States” (see also Article 4(1) TEU).

The competences conferred upon the Union are classified into three principal
categories: (1) exclusive competences; (2) shared competences; and (3) competences
to carry out actions to support, coordinate or supplement the actions of the EU MS.
First, there is the exclusive competence. Article 3 of the TFEU grants the EU exclusive
competence with respect to the following matters: the customs union; competition
law necessary for the functioning of the internal market; the monetary policy of the
Eurozone; the conservation of marine biological resources under the common fishery
policy; and the common commercial policy. It should be noted that the list of areas
covered by exclusive competence is exhaustive. Where a matter falls within the EU’s
exclusive competence, it is only the EU that can legislate or adopt legally binding
acts with respect to that matter, in principle to the exclusion of Member State action.

In the areas of shared competence, both the EU and the EU MS are entitled to
regulate, however not at the same time. The EU enjoys a right of pre-emption over
EU MS when it comes to the exercise of shared competences. Pursuant to Article
2(2) TFEU, a Member State may take action in an area of shared competence only
to the extent that the Union has not exercised its competence in that area. In other
words, if an area is regulated at the EU level, the EU MS must abstain from also
regulating that area at national level. EU MS may, nonetheless, regulate aspects of
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the area that are not addressed by the EU legislation.? In addition, where EU action
takes the form of minimum harmonization—that is, the EU act established minimum
requirements—EU MS may enact legislation setting stricter requirements (Craig and
de Burca 2015, p. 85). Nonetheless, the EU MS will regain their right of exercising
a shared competence, to the extent that the Union has ceased to exercise that com-
petence, for instance by repealing EU legislation covering the relevant area. Article
4(2) of TFEU provides that the EU shares competences with the EU MS “in the
following principal areas” (emphasis added): internal market; social policy, for the
aspects defined in the TFEU; economic, social and territorial cohesion; agriculture
and fisheries, excluding the conservation of the marine biological resources; envi-
ronment; consumer protection; transport; trans-European networks; energy; area of
freedom, security and justice; and common safety concerns in public health matters,
for the aspects defined the TFEU. Several of these policy areas are relevant in the
context of institutional reform for a more entrepreneurial society.

Finally, there are competences to coordinate, support or supplement the EU MS’
actions. Article 6 of the TFEU provides that “the Union shall have competence
to carry out action to support, coordinate or supplement actions of the Member
States” (emphasis added). The following areas are covered by such competences:
protection and improvement of human health; industry; culture; tourism; education,
vocational training, youth and sport; civil protection; and administrative cooperation.
The competences belonging to this category are the weakest among the three principal
categories of competences. EU MS retain their power to regulate these policy areas
at the national level. As clarified by Article 2(5) of the TFEU, the Union’s exercise
of its competences in these areas does not supersede the EU MS’ competences. The
same provision also stipulates that “[I]egally binding acts of the Union adopted on
the basis of the provisions of the Treaties relating to these areas shall not entail
harmonization of Member state’s laws or regulations” (emphasis added). Hence,
harmonization in these areas is quite clearly excluded. Also, this list of policy areas
contains several policy areas which are of crucial importance for institutional reform
for a more entrepreneurial society.

Table 5.1 summarizes the type of competence for some of the key policy areas for
institutional reform. The table confirms that, while most of the legal bases invoked
by the EU institutions to act towards entrepreneurial reform are shared, the key
competences of industrial policy, education, training and youth are supporting, and
the shared competence of employment is mainly of a coordinating nature.

For the shared competences listed in Table 5.1, the regulatory room remaining
for the EU MS is usually dependent on the extent to which the EU has exercised its
powers in that same field. For some policy areas such as research and technological
development, EU action will not preclude the EU MS from exercising their (parallel)
competences (see De Man et al. 2016).

Suggestions for reforming the entrepreneurial society in Europe need to take into
account the legal nature of the competences of the EU in the main policy areas for

2Protocol No. 25, to the TEU and TFEU, on the Exercise of Shared Competences.
3Declaration No. 18 in relation to the delimitation of competences, attached to the Treaty of Lisbon.
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Table 5.1 Division of competences related to ecosystem of entrepreneurial society

Legal basis (TFEU) Policy area Competence
79 Immigration Shared
114 Internal market (approximation of ~ Shared

145-150 (and 9)

151-157

162-164
165-166

172
173
174-178

179-188

195
212

laws)

Employment

Social policy

European Social Fund

Education, vocational training and
youth

Trans-European networks
Industrial policy

Economic, social and territorial
cohesion

Research and technological
development

Tourism

Economic, financial and technical
cooperation with third countries

Shared (emphasis on coordination
in Art. 5 TFEU)

Shared (for the aspects defined in
the TFEU)

Shared (social policy)
Supporting

Shared
Supporting
Shared

Shared (though EU action will not
preclude parallel national actions)

Supporting
Shared

entrepreneurship policy, as well as the requirements following the general principles
of subsidiarity and proportionality in areas of shared and supporting competences.
The specific implications of these types of competences and principles on the vertical
division of powers between the EU and its Member States are illustrated by the
addressees of the recommendations for reform in the key Commission documents
outlining the current approach to entrepreneurship (see also Table 5.2). Even if the
proposals by Elert et al. (2019) may wish to suggest a departure from this approach,
the recommendations remain relevant for they reveal the legal limitations to an EU-
centralized approach to entrepreneurial reform. Let us now delve deeper into the
specific policy actions taken by the EU in the area of entrepreneurship policy.

5.4 EU Entrepreneurship Policy

The starting point for the entrepreneurship policy as being implemented by the current
incarnation of the European Commission is the Small Business Act (SBA) adopted
in 2008 (European Commission 2008a). It builds on the framework and concepts
elaborated in the 2005 Community Lisbon Programme for a Modern SME Policy
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(European Commission 2005b).* In 2010, the Commission labelled the SBA “the
main instrument for promoting SMEs’ competitiveness and entrepreneurship within
the Single Market and beyond” (European Commission 2010b, p. 13). The act and the
continued relevance it holds for the realization of the broader entrepreneurship policy
of the EU demonstrate the pivotal importance of the SME concept as an anchoring
point for most initiatives for entrepreneurial reform. Most concrete initiatives taken
today for reforming the entrepreneurial society in Europe involve SMEs, even if
the societal actors addressed can also include students and employees. Considering
the role of the SME notion as one of the basic anchoring points for EU policy to
promote entrepreneurship, it is useful to recall the Union’s definition of what a small-
and medium-sized enterprise entails. The category of micro-, small- and medium-
sized enterprises (SMEs) includes those enterprises that employ fewer than 250
persons, with an annual turnover not exceeding €50 million and/or an annual balance
sheet total not exceeding €43 million.> The importance of SMEs for the European
economy has long been recognized by the European Commission. It was only with
the adoption of the SBA that ‘Entrepreneurship’ became one of the main tools for
promoting the competitiveness of European SMEs and an overarching notion for a
number of diverging yet interrelated initiatives at EU and Member State level. The
Commission page for the SBA links to a definition of the term ‘entrepreneurship’,
which is conceived as “an individual’s ability to turn ideas into action. It includes
creativity, innovation, risk taking, ability to plan and manage projects in order to
achieve objectives”.®

Building on the European Charter for Small Enterprises’ and the 2006 European
Council conclusions detailing the relaunched Lisbon strategy for jobs and growth
(Presidency Conclusions 2006), the 2008 SBA compiles four priority areas and
10 principles that should guide the conception and implementation of policies for
SMEs, at both EU and Member State levels. The four priority areas were promoting
entrepreneurship, lessen the regulatory burden, provide access to finance and provide
access to markets through internationalization. The 10 principles are: (1) education
and training for entrepreneurship; (2) efficient bankruptcy procedures and second
chance for entrepreneurs; (3) institutional and regulatory framework for SME policy-
making; (4) operational environment for business creation; (5) support services for
SMEs and public procurement; (6) access to finance for SMEs; (7) supporting SMEs
to benefit from Euro-Mediterranean networks and partnerships; (8) enterprise skills
and innovation; (9) SMEs in a green economy; and (10) internationalization of SMEs.

4The EU entrepreneurship policy is very focused on supporting SMEs. This is a narrow interpretation
of entrepreneurship policy which has been criticized by several economists.

SSME’s are defined in Commission Recommendation of 6 May 2003 concerning the definition
of micro-, small- and medium-sized enterprises, https://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:32003H0361 &from=EN.

SDefinition taken from http://ec.europa.eu/growth/smes/promoting-entrepreneurship/index_en.
htm.

"European Charter for Small Enterprises, endorsed at the Feira European Council on 19 and 20
June 2000. The Charter recognized entrepreneurship as “a valuable and productive life skill, at all
levels of responsibility” (p. 8).


https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/%3furi%3dCELEX:32003H0361%26from%3dEN
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An important consideration for the identification of the 10 principles was the
need to create an environment in which entrepreneurship is rewarded. According
to the SBA, the notion of entrepreneurship is considered essential to “bring added
value at EU level, create a level playing field for SMEs and improve the legal and
administrative environment throughout the EU”” (European Commission 2008a, p. 4).
Both EU and EU MS are therefore required to foster entrepreneurial interest and
talent, devoting particular attention to young people and women, and simplify the
conditions for business transfers (European Commission 2008a, p. 5).

The four priority areas of the SBA were further developed in later EU policy docu-
ments as (i) encompassing the facilitation of SMEs’ access to finance; (ii) facilitating
their access to markets; (iii) reducing the administrative burden for SMEs; and (iv)
promoting entrepreneurship (European Commission 2015). A number of intensive
rounds of pubic consultation initiated after the adoption of the SBA centred on these
four policy areas, as did the follow-up process of the Commission for implementing
the act (European Commission 2009b). The fourth priority to promote entrepreneur-
ship as such received rather little attention in the implementation rounds, however,
as illustrated by its conspicuous absence from the SBA Action Plan adopted by the
Council in 2008 (Council of the European Union 2008b). Nevertheless, this follow-
up process resulted in a comprehensive review of the SBA in 2011, which took stock
of the progress made by the EU and the EU MS in realizing the main principles
of the 2008 Act and promoting entrepreneurship. Noting that EU MS could still do
more in this respect, the 2011 Review of the SBA also identified good practices for
stimulating the implementation of the ten principles (European Commission 2011b,
pp. 19-24).

The SBA is governed by a dedicated performance review mechanism and a spe-
cialized organizational structure for monitoring compliance at Member State level,
headed by the network of SMEs (Muller et al. 2014). Moreover, the Think Small
First principle of the SBA has been implemented as a key factor for determining the
score of legislative proposals of the EU in the so-called SME test. To this day, these
mechanisms and actors remain central to the EU’s approach to entrepreneurship.

Continuing down the road of the 2008 SBA, the Europe 2020 Strategy for smart,
sustainable and inclusive growth was developed in 2010 in an attempt to address
the structural weaknesses in the economic and social fabric of the EU laid bare by
the 2007-2008 financial crisis (European Commission 2010a). To catalyse progress
in each of the three objectives for a (1) smart, (2) sustainable and (3) inclusive
growth, the 2020 Strategy formulated seven flagship initiatives focusing inter alia
on innovation, youth employment, the digital economy and a reinvigorated industrial
policy.

Taken together, these seven initiatives significantly broaden the ambit and ambi-
tions of the Europe 2020 Strategy as compared to the 2008 SBA. Stressing the need
to take action in a wide variety of policy areas, the 2010 document noted that “[a]ll
EU policies, instruments and legal acts, as well as financial instruments, should be
mobilised to pursue the strategy’s objectives” (European Commission 2010a, pp. 5—
6). Still, the approach advocated by the 2020 Strategy is largely in line with the prior-
ities of the SBA. Moreover, one of the main goals of the strategy is to improve access
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to the single market for SMEs, which was one of the four priority areas of the SBA.
In that respect, the Commission notes that “[e]ntrepreneurship must be developed by
concrete policy initiatives, including a simplification of company law (bankruptcy
procedures, private company statute, etc.), and initiatives allowing entrepreneurs to
restart after failed businesses” (European Commission 2010b, p. 13).

Six of the seven flagship initiatives that make up the Europe 2020 Strategy explic-
itly refer to SMEs, highlighting the overall importance of the strategy for the stimula-
tion of an entrepreneurial culture in Europe (COSME Regulation, Para. (1)). Indeed,
several of the Europe 2020 flagship initiatives touch upon crucial aspects of Europe’s
policy for SMEs and entrepreneurial inclusion.

Building on previous initiatives, the 2010 Integrated Industrial Policy represents
the most comprehensive attempt on behalf of the European Commission to draw
up such a policy in support of entrepreneurship in Europe (European Commission
2010c¢). Reiterating the fundamental importance of SMEs for the economy of the EU,
the 2010 document is clear in its statement that the promotion of the creation, growth
and internationalization of SMEs should be at the core of the Union’s integrated
industrial policy (European Commission 2010c¢). In pursuit of this central objective,
the industrial policy gives a detailed overview of the variety of policy areas in which
action should be undertaken by the EU and its Member States in the coming years.
Most of these areas had already been identified in the 2008 SBA and under the various
flagship initiatives of the Europe 2020 Strategy. They concern both cross-sector
and sector-specific initiatives and include, most prominently, improving framework
conditions for industry, facilitating businesses’ access to finance and reducing the
mismatch between skills currently taught and those that are required for Europe’s
industry (European Commission 2014, p. 18).

The SBA, Europe 2020 and Integrated Industrial Policy Commission documents,
taken together, are cited as the most important policy documents on which the current
Competitiveness of Enterprises and SMEs (COSME) Regulation is built (COSME
Regulation paras (1)—(4)). Adopted by the Council and the European Parliament
on the basis of Articles 173 and 195 TFEU, the COSME Regulation establishes
a Programme for the Competitiveness of enterprises and small- and medium-sized
enterprises for the current 7-year period (2014-2020). It is the immediate successor
to the Competitiveness and Innovation Programme (CIP) that ran from 2007 to 2013.
Like COSME, the CIP was primarily geared towards supporting innovative SMEs
and entrepreneurs by improving their access to markets, support services and finance,
mainly through facilitating the access to risk capital (European Commission 2005a,
b, pp. 6-7). For that purpose, the CIP established a specific Entrepreneurship and
Innovation Programme that set out EU actions to support, encourage and promote:
access to finance for the start-up and growth of SMEs and investment in innovation
activities; the creation of an environment favourable to SME cooperation, particu-
larly in the field of cross-border cooperation; all forms of innovation in enterprises
including eco-innovation; entrepreneurship and innovation culture; enterprise and
innovation-related economic and administrative reform (COSME Regulation, Arts.
2.2.aand 10.2).
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COSME is a key initiative to implement several flagship initiatives of the Europe
2020 Strategy, in particular through actions for realizing the objective of smart,
sustainable and inclusive growth, with a clear focus on employment (Art. 3 (4)
COSME Regulation). It does so in accordance with the overarching principles and
priorities identified in the SBA and industrial policy documents, and in policy areas
almost indistinguishable from those listed in the CIP Decision, though with a less
visible focus on innovation as a goal in and of itself. The COSME programme
represents the most comprehensive legal initiative at EU level to address all relevant
policy areas of the Union’s approach to stimulating entrepreneurship, both as a means
for competitiveness and as a direct aim of the regulation. It is the only EU initiative
currently in effect that focuses specifically on SMEs (COSME Regulation, Para.
2n).

The COSME programme aims to put into place the necessary institutional and
policy arrangements for creating the conditions for achieving sustainable growth of
enterprises, in particular SMEs (COSME Regulation, Para. (10)). One of the means
of achieving a more competitive society in a sustainable manner is to take actions
that directly address the need for a more entrepreneurial culture in Europe. Hence,
the regulation not only recognizes that the EU MS and the EU need to work together
to create a favourable business environment, but also notes that SME competitive-
ness is affected by “the relatively weak entrepreneurial spirit in the Union” (COSME
Regulation, Para. (22)). Particular reference is made in that regard to the requirement
to address all situations that entrepreneurs may face and all stages in the life of an
enterprise, “including start-up, growth, transfer and bankruptcy (second chance)”.
Other priority areas are the promotion of entrepreneurship education, as well as “co-
herence and consistency enhancing measures such as benchmarking and exchanges
of good practices” (COSME Regulation, Para. (22)).

With particular attention to SMEs, the COSME programme aims to contribute to
two closely intertwined objectives, both directly and indirectly aimed at promoting
a more entrepreneurial culture in Europe, namely strengthening the competitiveness
and sustainability of the Union’s enterprises, particularly SMEs, and encouraging
entrepreneurial culture which promotes the creation and growth of SMEs (COSME
Regulation, Art. 3 (1)).

The overview so far demonstrated that the EU has for some time now recognized
the importance of taking action in the area of entrepreneurship policy. It long lacked
a concerted policy basis for elaborating a comprehensive approach to create a more
entrepreneurial society in Europe. This changed in 2013 with the adoption of the
Entrepreneurship 2020 Action Plan ‘Reigniting the entrepreneurial spirit in Europe’
(European Commission 2013). The Action Plan was announced in the 2012 Com-
mission Communication on a ‘Stronger European Industry for Growth’ as a policy
tool to improve the framework conditions and support measures for entrepreneurship
on the EU level and level of EU MS (European Commission 2012b, p. 18). Table 5.2
presents the Action Plan and which actor should take which type of action with regard
to specific policy initiatives.

The central role of the Entrepreneurship 2020 Action Plan is illustrated by the
Commission’s intention to conceive it as the “blueprint for decisive joint action
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to unleash Europe’s entrepreneurial potential, to remove existing obstacles and to
revolutionize the culture of entrepreneurship in Europe” (European Commission
2013, p. 5). It explicitly builds on the Europe 2020 agenda, the 2008/2011 SBA
and the Integrated Industrial Policy to formulate a comprehensive response to the
question of how to increase levels of enthusiasm among Europeans for going down
a more entrepreneurial career path.

The 2020 Action Plan proposes three areas for immediate intervention that sub-
stantively overlap with the policy areas identified in the COSME programme and
SBA agenda, though with a more outspoken focus on education and training. These
areas reflect many of the preoccupations and priority concerns identified in the FIRES
project related to employment, knowledge and financial institutions:

1. Entrepreneurial education and training to support growth and business creation;

2. Strengthening framework conditions for entrepreneurs by removing existing
structural barriers and supporting them in crucial phases of the business lifecycle;
and

3. Dynamizing the culture of entrepreneurship in Europe: nurturing the new
generation of entrepreneurs.

While these areas have been singled out as subject to ‘immediate intervention’,
they relate to policy areas and actions that have been a long time in the making, and
fit in with a spate of legislative initiatives at EU level started over the course of the
past decade. The connection between regulatory simplification and the promotion of
entrepreneurship (areas 2 and 3 above), in particular, has been front and centre of the
EU answer to the recent financial crises. This follows from the 2008 European Eco-
nomic Recovery Plan, which focused on removing administrative burdens for start-
ups and micro-enterprises as ameans of helping more people to become entrepreneurs
(European Commission 2008b). The 2009 Action Programme for Reducing Admin-
istrative Burdens in the EU also pays attention to the particularities of EU legislative
impact on SMEs (European Commission 2009a). Since 2011, it has been standard
Commission policy to exempt micro-enterprises from EU legislation when possi-
ble or to introduce special regimes in order to minimize regulatory burden on these
businesses (European Commission 2011b).

As noted in the previous section, these different initiatives need to be imple-
mented on several levels of governance ranging from the European to the local. At
the EU level, the Commission is the central actor in developing and executing the
EU’s entrepreneurship policy. However, given the wide ranges of different policy
areas and priority areas in the different instruments, many departments (DGs) of
the Commission need to work together to realize the overarching objectives of the
entrepreneurship policy. Some DGs are undoubtedly more important than others. The
key DG for entrepreneurship is DG GROW, responsible for internal market, indus-
try, entrepreneurship and SMEs. Its pivotal role is confirmed in the Entrepreneurship
2020 Action Plan, which notes that “This Action plan and its key actions will be fol-
lowed up by the Commission through the competitiveness and industrial policy and
the Small Business Act governance mechanisms, including in their external dimen-
sion with the candidate, potential candidate and neighborhood countries” (European
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Commission 2013, p. 28). Besides DG GROW, several other DGs are involved in
implementing the entrepreneurship policy (for a detailed description, see De Man
et al. 2015).

5.5 Discussion

The above discussion makes clear that in the context of the European Union fostering
institutional change towards a more entrepreneurial society involves different actors
and institutions on different levels of governance. In this context, there is a strong
emphasis on subsidiarity and most of the policy leverage to foster an entrepreneurial
society is on the level of an EU MS or even a lower level of governance (see also
chapter by Varga et al. 2020).

The Europe 2020 Strategy underscores the vital importance of subsidiarity and
ensuring comprehensive cooperation with national, regional and local authorities in
all forms and capacities in order to make progress in realizing the objective of smart,
sustainable and inclusive growth. As such, according to the Europe 2020 Strategy, EU
MS are invited to work together by increasing their exchange of policy information
of good practices (European Commission 2010a, p. 29). Further, the strategy also
stresses the role of the European Parliament, not only in its capacity as co-legislator
to implement Europe 2020, but also as a ‘driving force’ for mobilizing EU MS, both
their citizens and their national parliaments (European Commission 2010a, p. 29).
Finally, the monitoring process set up by the European Commission for overseeing the
implementation of the strategy relies heavily on country-specific progress reports,
which also detail the progress made by the sub-national (regional) units of those
countries. This emphasis on EU MS can be read in two directions. On the one
hand, it can be read in the sense that the diversity of entrepreneurial environments
between EU MS and their regions is invoked as a key consideration warranting a
strict application of the principles of subsidiarity and proportionality in developing
an entrepreneurship policy. On the other hand, it can also be read as an indicator of
the urgent need for a more closely coordinated approach to entrepreneurial reform.

Also, the 2013 COSME Regulation reiterates the need to respect the fundamental
principle of subsidiarity. The COSME Regulation emphasizes that the subsidiarity
principle will inform the subsequent actions that can and should be included in the
work programme of the Commission when implementing this regulation. The Coun-
cil and Parliament are keen to emphasize the priority consideration for executing the
COSME programme as being that “[t]he Union’s actions should be coherent, con-
sistent and complementary to the EU MS’ financial instruments for SMEs, provide
a leverage effect and avoid creating market distortion, in accordance with [relevant
regulations]. The entities entrusted with the implementation of the actions should
ensure additionality and avoid double financing through Union resources” (COSME
Regulation, Para (15)).

The key mechanism for reaching the objective of facilitating access to capital
for SMEs and entrepreneurs, the European Fund for Strategic Investment (EFSI), is
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also fundamentally guided by concerns for subsidiarity. Rather than underscoring
what the EU cannot do, however, the reference to the principle of subsidiarity is
phrased positively as a justification for a European initiative. As such, the European
Parliament and the Council note that the objectives of the 2015 EFSI Regulation
“cannot, as far as financial constraints to investment are concerned, be sufficiently
achieved by the EU MS by reason of the disparities in their fiscal capacity to finance
investment but can rather, by reason of its scale and effects, be better achieved at
Union level, the Union may adopt measures, in accordance with the principle of
subsidiarity as set out in Article 5 TEU”(EFSI Regulation, Para (63)).

The text of the COSME and EFSI Regulations makes it clear that, even in those
policy areas and with respect to those initiatives central to the EU approach to
entrepreneurship, subsidiarity considerations keep the focus squarely on actions and
activities of EU MS.

The application of the principle of subsidiarity and the inherent multi-level nature
of entrepreneurship policy with a strong focus on the national, regional and local level
is illustrated in Table 5.2. By giving a detailed overview of the recommendations in
this Action Plan by policy area and type of action, Table 5.2 is revelatory for the
lengths the Commission thinks the EU and its Member States can and/or should
go in order to reform the entrepreneurial society in Europe. The table provides a
complete overview of the complexity of EU entrepreneurship policy identifying the
different levels of policy-making involved and the different actors involved on the
European level. It should be noted that the broad policy areas identified by the Action
Plan correspond on a more aggregate level to the policy areas and recommendations
identified in the FIRES project (Elert et al. 2019) policy areas such as taxation, capital
provision, education, etc. In other words, there is quite a lot of overlap and consensus
on what needs to be reformed.

Table 5.2 illustrates that institutional reform for an entrepreneurial society is
pursued on multiple levels. It recognizes the need for a consolidated approach
involving both the EU institutions and the EU MS to comprehensively reform the
entrepreneurial education, environment and mindset of European citizens and busi-
nesses. Out of the 86 proposals for reform, 40% or 46.5% are directed to the European
Commission, while the remaining 46% or 53.5% address the EU MS at national,
regional or local level. If a quick quantitative analysis hence shows that, though bal-
anced on the whole, a small majority of the actions for entrepreneurial reform should
be taken by EU MS, a more qualitative approach reveals that the vertical distribution
of responsibility for instigating entrepreneurial reform is skewed a lot more strongly
towards the level of EU MS. It is at this level that more fundamental institutional
reforms should be pursued.

For those areas such as education and industrial policy, where the EU has a sup-
porting competence, the table confirms that proposals for Union activity remain
limited to actions that support, coordinate or supplement the actions of the EU MS.
Overall, out of the 40 proposals addressed by the European Commission to the EU,
no less than 29% or 72.5% take the form of actions aiming to support national,
regional and local initiatives, coordinate of national actors, exchange best practices
across the Union, disseminate information and study possible future actions at EU or
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Member State level. This is in line with the instructions of the European Parliament
and the Council in the 2013 COSME Regulation for EU initiatives in each of the four
priority areas identified in the programme, which consistently ask the Commission
to ‘support’ actions which aim to facilitate and improve access to finance for SMEs
in their start-up, growth and transfer phases; to continue improving the competitive-
ness and access to markets of SMEs; to improve the framework conditions for the
competitiveness and sustainability of SMEs; and to promote entrepreneurship and
an entrepreneurial culture (COSME Regulation Arts. 8,9, 11 and 12).

The supporting nature of the activities of the EU is particularly apparent for those
areas covered by Action Pillars 1 and 3 of the E2020 Plan concerning education
and training, and the promotion of entrepreneurship and social inclusion of certain
demographic groups. The second pillar of the Action Plan, based largely on the
Union’s industrial policy competence, proposes more legislative actions and the
setting up of dedicated funding mechanisms. These proposals are largely confined
to actions that aim to facilitate access to finance for SMEs. However, as we have
seen, the most prominent of the measures adopted in this area so far also relied on
legal bases for shared competences in other policy areas such as economic, social
and territorial cohesion, research and technological development, and trans-European
networks. Likewise, it appears that, where cross-border competitiveness is addressed
as a factor that can improve the regulatory environment of entrepreneurs, the EU-
shared powers regarding the functioning of internal market offer more leeway, which
translates into more assertive legislative action.

5.6 Conclusion

This chapter makes clear that policies towards promoting entrepreneurship have
become more prominent on the agenda of the European Union. It was also one of
the key policy areas of the Juncker Commission. As a result, several regulatory and
financial initiatives have been taken on the level of the EU. However, as the EU
recognizes as well, promoting entrepreneurship entails reforms in many different
policy areas. This was also the starting point of the FIRES project. Making changes
in these different policy areas is difficult due to the complex nature of policy-making
competences in the EU. Some policies can only be changed on the level of the EU
(exclusive competence of the EU), while most others fall under shared competence
or the competence of the EU MS. In addition, the principle of subsidiarity requires
that policy reform should be approached on the appropriate level, including the local
and regional level.

Given the historical evolution of (national) entrepreneurial ecosystems and the
institutional frameworks that shape them, the EU MS need to be in the driver’s seat
in terms of institutional reform for a more entrepreneurial society. The European
Commission has legally committed to helping and supporting them as well as coor-
dinate their efforts, but reforms for an entrepreneurial society remain decidedly a
responsibility of EU MS. The possibilities and limitations for institutional reform on
the level of EU MS are analysed and discussed in other chapters of this volume.
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