
 

 

 



 

The Digital Markets Act’s Impact on European Innovation and 
Competitiveness 

 

Executive summary 

The EU’s competitiveness debate increasingly centres on simplifying regulation, with the 
Digital Markets Act (DMA) emerging as a key focus of this agenda. While the DMA aims 
to open digital markets and create a fairer landscape, evidence suggests it may 
unintentionally slow innovation in Europe, leading to delayed product launches, increased 
complexity for developers, and reduced incentives for first‑mover innovation. There is 
growing concern that Europe is becoming a “follower market,” potentially weakening its 
global influence and reducing its attractiveness to tech investment compared to the US 
and Asia. There are three main channels through which the DMA may be affecting 
innovation, including delays in product deployment driven by regulatory friction resulting 
from changes to app distribution, payment systems, and interoperability, with 
implications for security and consumer trust. A further channel concerns broad 
interoperability mandates, which may weaken first-mover innovation incentives if applied 
without sufficient proportionality. In a global context where other jurisdictions are 
adopting more targeted or flexible regulatory approaches, the EU risks increasingly 
positioning itself as an outlier in the way it regulates digital markets. Diverging 
approaches elsewhere may amplify concerns that the cumulative effects of the DMA 
could place European innovation ecosystems at a relative disadvantage, particularly if 
regulatory obligations are applied in a manner that is insufficiently proportionate or 
adaptive. The upcoming Digital Fitness Check and DMA review offer a critical opportunity 
to address these challenges by providing clearer guidance, strengthening 
cross-regulatory coherence, ensuring proportionate enforcement, and better aligning the 
DMA with privacy, security, and consumer-protection frameworks. With targeted 
adjustments, the DMA can support competition while ensuring Europe remains a place 
where innovation is developed and launched, not delayed. 

EU Competitiveness Agenda and Regulatory Simplification 

Over the past year, Europe’s debate on competitiveness has increasingly revolved around 
one central lever: simplifying the regulatory framework. This shift was clearly visible at 
the informal EU leaders’ retreat on 12 February 2026, where heads of state reiterated 
the need to “push ahead with the EU’s ambitious simplification agenda,” signalling a 
renewed political commitment to streamline rules and make it easier to do business in 
Europe.[1] During the retreat, former Italian prime ministers Mario Draghi and Enrico 
Letta highlighted the importance of strengthening EU competitiveness and strategic 
autonomy. Additionally, during the European Council meeting on 19 March, leaders 
stressed that simplifying existing digital laws is essential for boosting 
competitiveness.[2] The upcoming Digital Fitness Check will provide an opportunity to 
assess how the EU’s digital regulations (the Digital Aquis) negatively affect EU 
competitiveness and propose solutions that rectify any issues identified. 

Leaders’ concerns are well justified. Foreign direct investment (FDI) into the EU has 
plummeted.[3] It is clear by comparing FDI inflows in 2022 to 2017 that Europe is the 
only region that experienced significant declines in FDI inflow (-31pp), whereas  the US 
(+10pp) and China (+4pp) managed to boost FDI influx. Labour productivity growth has 
also stalled in Europe at about 0.5% per year, barely one-third the pace of the United 



 

States (where it is ~1.3% annually).[4, 5] In the previous EU legislative term 
(2019–2024), the Union’s digital acquis expanded at a remarkable speed.  

The current economic and investment landscape therefore highlights regulatory 
simplification especially of the digital acquis as a necessary condition for restoring EU 
competitiveness and innovation capacity. The Commission has explicitly stated that the 
EU’s digital laws, including the DMA, form part of a broader regulatory simplification 
agenda aimed at supporting competitiveness and reducing unnecessary regulatory 
burdens. Against the current economic and investment backdrop, this underscores the 
importance of simplifying aspects of the digital acquis as a necessary condition for 
strengthening the EU’s competitiveness and restoring its innovation capacity.[6]  

The Digital Markets Act: A Key Piece of the Digital Acquis 

The Digital Markets Act (DMA), adopted in 2022, has become a flagship element of 
the EU’s modern digital rulebook.[7] It focuses on a small group of large online platforms 
identified as “gatekeepers”, companies that are considered to sit at crucial chokepoints 
between businesses and their users.[8] To address what the EU sees as entrenched 
unfairness in how the gatekeepers operate, the DMA lays out a series of ex‑ante 
obligations and restrictions designed to prevent dominant platforms from tilting the level 
playing field. 

Under the law, gatekeepers, the ones meeting specific business user and user‑threshold 
criteria, and providing core services such as app stores, search engines, social networks, 
and similar systems, must enable interoperability with smaller services, allow alternative 
app stores and payment solutions, avoid self‑preferencing their own products, and 
provide certain datasets to business users. The overarching aim is straightforward: to 
create digital markets that are more open, contestable, and fair. 

How the DMA Impacts Innovation in Europe 

While the DMA’s objective is to foster long-term innovation by keeping markets open 
and competitive, its actual impact on innovation in Europe so far has become a 
subject of debate. Many observers worry that certain regulatory design choices in the 
DMA may inadvertently influence where and how innovation happens, potentially 
making Europe a “follower market” rather than the lead market for new 
technologies.[9] 

1.​ Europe as a “Follower” Market: Delays in Product & Feature Launches 

There is growing evidence that some cutting-edge tech products and software 
features debut outside Europe first, with access to the European user later or in 
some cases potentially never due to the DMA. Regulatory friction means companies 
must comply with new EU rules before rollout, leading to delays or even omissions in the 
EU market. For example, in a September 2025 statement, Apple revealed it had to delay 
the introduction of at least three major new features in the EU due to DMA 
interoperability requirements.[10] A senior executive at Google also reportedly claimed 
that the array of EU tech rules, including the DMA, “hold back the launch of innovative 
features”.[11] 

As such Europe risks becoming a secondary launch market for new innovations, an 
outcome that runs counter to the EU’s goal of leading in tech innovation, and the stakes 
are high.  



 

Persistent delays to product launches in the EU risk having broader, structural 
consequences beyond individual market opportunities.[12] Over time, the delays will 
shake the EU’s reputation as a credible technology and innovation hub, signalling to 
global firms, investors, and researchers that Europe is a slower and less predictable 
environment in which to develop and commercialise new technologies. Such perceptions 
matter: they influence where companies prioritise launches, where talent chooses to 
locate, and where R&D investment is directed. If the EU is increasingly viewed as a 
secondary or follow‑on market rather than a launch destination, the results will 
discourage EU‑specific R&D, weaken innovation clusters, and reinforce a 
self‑perpetuating cycle in which Europe is seen as lagging rather than leading in 
emerging technologies.​
​
These concerns are particularly relevant for emerging and scaling digital ecosystems 
within the Single Market, including in Central and Eastern Europe. The EU has itself 
recognised an investment gap in Central, Eastern and South Eastern Europe in the digital 
economy and launched a dedicated initiative to support digital scale-ups in the region. 
This makes regulatory predictability, speed of market access and the practical effects of 
implementation especially important for firms seeking to grow across borders.[13] 

2.​  Interoperability Mandates and “Handing Over” Innovation 

The DMA’s horizontal interoperability obligations are perhaps one of its most contentious 
provisions. The Commission has adopted an extreme interpretation of the DMA’s 
interoperability obligation, seemingly intended to force gatekeepers to fundamentally 
redesign their systems.  Enabling interoperability for mobile operating systems is a 
complex exercise that requires extensive engineering if it can even be done in many 
cases taking account of the privacy, security and safety risks it creates. Exposing 
sensitive hardware and software functionalities, as well as providing access to on-device 
data, creates security vulnerabilities and increases security/privacy risks, so, to protect 
their investments, firms must carefully manage these risks. This is why interoperability 
should only be mandated in a proportionate manner, focusing on technologies that are 
proven bottlenecks to contestability.  

We have seen that the DMA’s interoperability obligations may have broader market 
effects that warrant closer consideration. In particular, several risks merit attention. 

First, mandatory interoperability can interfere with intellectual property rights by 
requiring the disclosure of proprietary technologies to third parties. Such interventions 
may weaken incentives to invest in innovation and facilitate free‑riding by competitors 
that do not bear comparable development costs.[14] 

Second, requiring access to all functionalities of operating systems, including future 
features, and doing so without remuneration, may significantly reduce incentives for 
both platform providers and third parties to develop differentiated and innovative 
solutions. 

Third, extensive interoperability requirements may increase exposure to data‑related 
risks, particularly where third parties with data‑intensive business models seek broad 
access that could undermine existing safeguards around personal and sensitive user 
data. 

Finally, the complexity of implementation has already contributed to delays in the rollout 
of new products and features in the EU compared with other jurisdictions. This can 



 

negatively affect EU users’ access to innovation effectively turning them into 
“second-class digital citizens” and may, over time, weaken the EU’s attractiveness as a 
location for technological development, with implications for overall competitiveness.[15] 

In summary, the DMA’s interoperability and data-sharing mandates pose a 
double-edged sword: they aim to spur follow-on innovation (by letting others build on 
gatekeepers’ platforms), but in doing so, they might reduce the primary innovation 
incentives for the gatekeepers themselves and even raise safety concerns that slow 
development. 

A “Less Attractive” Market? 

Stakeholders are increasingly concerned that Europe has become less attractive than 
other regions for deploying and testing new technologies, a perception driven by rigid 
and sometimes disproportionate regulatory frameworks such as the DMA, the sheer 
complexity of the EU digital acquis with its overlapping obligations, and an increasingly 
fragmented regulatory landscape across the 27 Member States that raises compliance 
costs and uncertainty for innovators.[16] If innovators perceive Europe as high-risk 
(regulatorily) and high-cost, they may focus on what they consider to be friendlier 
markets first. For example, a startup might launch a new app or feature in the US or 
Asia to gain traction before navigating EU rules. Large firms might also maintain R&D in 
Europe (given talent and resources) but delay European product launches as we’ve seen. 
Even innovations developed in Europe often debut elsewhere first. Spotify launched its AI 
DJ feature in the US and Canada in February 2023, expanding beyond North America 
only months later; by August, the feature was available in around 50 markets globally, 
while most EU countries remained excluded.[17, 18] Over time, these dynamic risks may 
exacerbate Europe’s innovation gap, undermining the very objective the EU seeks to 
address. As other jurisdictions pursue more targeted or flexible regulatory approaches, 
the EU risks increasingly standing apart in the global regulatory landscape. If firms 
respond by prioritising markets perceived as more adaptive or predictable, Europe could 
find itself at a relative disadvantage, with reduced influence over technological 
trajectories and slower access to emerging innovations.) 

This matters especially for firms in Central and Eastern Europe, including app 
developers, online merchants and digital service providers, for whom regulatory 
uncertainty and slower product roll-outs can translate more directly into weaker growth 
prospects and reduced ability to scale across the Single Market.[19]​
 

Global Context: How Does the DMA Compare? 

The EU has long prided itself on setting global regulatory norms, from privacy (GDPR) to 
beyond. With the DMA, a question arises: will the world emulate Europe’s digital 
competition rulebook, or will it shy away if it’s perceived as choking innovation? In fact,  
some experts caution that if Europe’s rules are too prescriptive, Europe could become a 
global outlier, while other jurisdictions foster a more agile ecosystem.[20] Analysis by 
the Progressive Policy Institute noted for instance the risk that “EU-style proposals… 
present serious risk to the future growth of the technology sector”.[21] Similarly, 
analysis by ECIPE has pointed out that the DMA’s broad, inflexible obligations could 
reduce Europe’s attractiveness for first‑mover innovation compared with more adaptive 
regimes.[22] 
 
In this spirit, whereas the UK shares the goal of preventing abuses by big platforms, its 
model is considerably more bespoke, targeted and proportionate. In line with the Digital 



 

Markets, Competition and Consumers Bill (DMCC) the Competition & Markets 
Authority (CMA) has designated firms with “strategic market status” and has tailored 
specific conduct requirements to each, rather than a one-size-fits-all rule.[23] This 
means greater flexibility to accommodate different business models and more dialogue 
with companies. In theory, that flexibility might mitigate some innovation concerns (rules 
can be adjusted on a per-firm basis or revisited more easily than an EU regulation). The 
UK has also disavowed so called interoperability by design as it had seen clearly the 
impact it was having on innovation in the EU.  

Other regions like Brazil and Japan are exploring a more flexible model of digital 
regulation than the EU. Japan’s DMA like rules notably explicitly recognize IP, security 
and privacy impacts as part of the trade-offs raised by interoperability and alternative 
distribution.[24] Australia and India are studying the EU model but have not yet fully 
embraced it.[25, 26] 

The US has also debated but not enacted laws equivalent to the DMA. Bills like the 
American Innovation and Choice Online Act proposed similar rules (e.g., banning 
self-preferencing by big platforms) but ultimately stalled in Congress amid concerns 
they could “do more harm than good” to innovation.[27, 28] They’re also likely to 
harm consumers, competition, and innovation. The prevalent view in the US is to 
address competition concerns through antitrust cases or narrower, harm-based laws 
rather than broad ex-ante rules. US policymakers have consciously rejected sweeping, 
size-based regulations like the DMA, which could penalise success and deter 
innovation, without clear benefits to competition. This more cautious approach reflects 
a belief that the tech sector’s dynamism, with new challenges like AI emerging, could be 
hampered by heavy-handed rules.[29] 

Many other jurisdictions Brazil, India, Japan, Saudi Arabia, South Korea, Thailand, and 
Turkey are still carefully watching the EU’s DMA as a test case.[30] If it is seen as 
boosting competition without hurting innovation, they may copy it (a positive Brussels 
effect). But if it appears to scare off investment or delay the adoption of new 
technologies for consumers, countries might opt for alternative, lighter-touch 
regulations.  

The EU argues that a stable regulatory environment can spur innovation in the long run. 
In any case, Europe’s relative attractiveness for tech investment and product launches 
(compared to the US, with its market-driven approach, or Asia, with its large, 
fast-growing markets and often supportive industrial policies) will be an important 
barometer of the DMA’s ultimate impact. 

Recommendations 

For Europe to address its competitiveness issues, the Digital Fitness Check should be 
leveraged to introduce important amendments. To support a more innovation‑friendly 
Single Market that enhances competitiveness, we recommend: 

●​ Provide Additional Guidance and Clarity: The DMA’s broad rules leave 
companies uncertain about compliance amid shifting interpretations. The DMA’s 
broad obligations and evolving interpretations leave companies uncertain about 
how to achieve compliance in practice. Clearer guidance is therefore needed, 
however not limited to internal Commission recommendations. Guidance should 
be co‑developed with a broad range of stakeholders, including business users, 
technical experts, and civil society, with a genuine and substantive role for the 



 

High‑Level Group established under the DMA. As it is particularly important for 
complex areas such as interoperability and data‑sharing, where shifting 
interpretations risk making compliance nearly impossible. More consistent, 
participatory guidance would reduce legal uncertainty and help avoid excessively 
cautious behaviour, such as delaying or withholding new product features. It is 
evident that the evolving interpretations make compliance “nearly impossible.” 
More consistent guidance, developed with industry and experts, would reduce 
uncertainty and prevent overly cautious behaviour such as delaying features.  

●​ Strengthen Enforcement with Broad Stakeholder Input: DMA enforcement 
should draw from cross-sectoral expertise rather than operate in isolation. The 
existing High‑Level Group (HLG), which brings together competition, data 
protection, telecom, and other regulators, should systematically involve a wide 
set of stakeholders, SMEs, civil society, cybersecurity experts (including ENISA), 
and consumer groups. A more inclusive process would improve legitimacy, ensure 
security and privacy concerns are factored in, and help identify when rules create 
unnecessary burdens or conflicts with other regulations. The DMA review should 
confirm this expanded role for the HLG. 

●​ Ensure Proportionality and Balance: Reviews of the DMA should apply 
proportionality, balancing competition goals with privacy, security, and user 
experience. Where obligations risk undermining privacy standards, system 
security, or user experience, the Commission should adjust or phase in 
requirements. The Commission has stated that “nothing in the DMA requires 
lowering privacy or security standards”; the review should demonstrate this and 
add clarifications or exceptions where needed. Proportionate application reassures 
companies they won’t be forced into choices that harm user trust or innovation. 
Embedding proportionality directly in the DMA review would help address these 
trade‑offs more consistently. 

●​ Address Overlaps with Other Laws: The DMA intersects with the GDPR, DSA, 
e‑Privacy, and competition law, creating potential conflicts of duty. The review 
should clarify how these frameworks fit together and eliminate double regulation. 
Similar alignment is needed for cybersecurity and consumer‑protection rules. 
Where obligations conflict, e.g., GDPR limiting data‑sharing that the DMA appears 
to require, the review should resolve inconsistencies and confirm which rule 
prevails. Clear instructions on cross‑regulatory coherence should be a core output 
of the DMA review. 

The DMA’s early years show how the objectives of fairness and contestability - that the 
DMA seeks to achieve - also bring challenges for innovation. The upcoming review of the 
DMA is a chance to refine the Act, keeping its core aims intact while addressing the 
unintended effects that harm innovation. Clearer guidance (including on how tensions 
between the DMA and other regulations like the GDPR should be managed), broader 
expert input, proportionate enforcement, and better alignment with the wider EU 
rulebook would all strengthen its impact, and these should be delivered through the 
upcoming DMA review. 

Ultimately, the goal is “Better Regulation for a more competitive EU” and the framework 
that reins in market power without discouraging new ideas. CEE countries, with their 
strong digital sectors and strategic interest in competitiveness, can play an important 
role in shaping this debate and ensuring the review prioritises innovation‑friendly 
implementation. All member states have a stake in getting this balance right. With 



 

thoughtful adjustments, the DMA can ensure Europe is not only a global rule‑setter, but 
also a place where innovation is launched, not delayed. 
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