How do we ensure prosperity in Europe?

The EU needs a market-based framework in which entrepreneurial creativity
and innovation can develop in the best possible way

Innovations in new technologies have always been the starting point for the founda-
tion of companies that provide valuable, well-paid jobs. We will only be able to create
and maintain prosperity for the citizens of the EU in the long term if we create the best
possible framework conditions for technical innovation and research. This was the
conclusion of an event on the topic “Growth Engine Research and Innovation: How
Market-Based Solutions Secure Prosperity in Europe”, organized by the Taxpayers
Association of Europe (TAE) on 19/20 February 2025 at the Representation of the Free
State of Bavaria to the European Union in Brussels in cooperation with the Hanns-
Seidel-Foundation (HSS), the European Economic Senate (EES), the European Peo-
ple’s Party (EPP) and SME Europe. Around 300 participants took up the invitation.

“Europe was and is a hotspot for innovation,” stated Erik BeilRwenger, Minister of State for European
and International Affairs in Bavaria, in his keynote speech. To ensure this remains the case, openness
to innovation and new products, as well as a reliable energy supply, are required. “We need a Growth
Deal in Europe,” said BeiBwenger. To get this started, the EU must reduce overregulation, bureau-
cracy, and administrative hurdles.

“Entrepreneurship must regain greater appreciation in Europe. Anyone who becomes an entrepreneur
in our country today must have a masochistic streak, given the high bureaucratic and tax burdens,”
touched Michael Jaeger, President of the Taypayers Association in Europe (TAE), on a sore point. En-
trepreneurial creativity needs to be allowed to flourish. This requires a market-based framework that
enables companies to operate profitably, especially small and medium-sized enterprises (SMESs).
“Why are many start-ups leaving Europe? And can we afford this in the long term?”, Jaeger raised key
questions.

MdL Erik BeiRwenger, Minister of
State for European and International
Affairs in Bavaria: ,,We must stop re-
3 18 acting, we must act.”

It is the responsibility of both national governments and the EU to create optimal conditions for re-
search and development, as well as for the founding of as many long-term successful companies as
possible — and to maintain the implementation of patents in Europe. China and the USA are leading
the way in successful start-up creation. But Europe has tremendous potential. According to the Euro-
pean Patent Office, a record of nearly 200,000 patent applications was filed in 2023.

A “Commission for Competitiveness” for the first time

The EU Commission is aware of the seriousness of the situation: “The EU has missed the boat on the
digital revolution, resulting in a serious innovation deficit. There is a lack of sufficient investment in
groundbreaking research projects, stifling promising innovation,” explained Dr. Andreas Schwarz,
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Head of Cabinet of the EU Commission for Start-ups, Research and Innovation. “The continuing loss
of top talents threatens Europe's long-term leadership in research and development.”

Furthermore, start-up enterprises who fail at the first attempt tend to be negatively stigma-laden in the
EU. In the US, on the other hand, failure is seen more as a step on the road to success. In Europe,
start-up enterprises are hardly able to expand and compete internationally. This is why many of them
migrate to the USA, for example, especially in the scale-up phase, i.e. after they have achieved initial
growth.

Michael Jaeger, President of the Tax-
payers Association of Europe (TAE)
and CEO of the European Economic
Senate (EES): ,,Entrepreneurship
must regain greater appreciation in
Europe.”

“This frightening situation requires decisive action to secure our economic survival,” Schwarz empha-
sized the urgency of changes. “We must strengthen Europe as a business location.” Ekaterina
Zaharieva is the first Commissioner for Start-ups, Research and Innovation in the EU. “I can assure
you that the new commission is a competitiveness commission that strives to improve the framework
conditions for growth and competitiveness in Europe in all areas.”

Dr. Andreas Schwarz, Head of Cabi-
net of the EU Commission for Start-
ups, Research and Innovation: “The
continuing loss of top talents threat-
ens Europe's long-term leadership
position in research and develop-
ment.”

Concrete measures

A market-oriented approach, unbureaucratic access to funding, and the reduction of bureaucracy and
regulatory obstacles brought about by the complex and fragmented regulatory environment in the
member states — these are just some of the levers the EU Commission is working on to improve the
conditions for business start-ups. And the Head of Cabinet cited concrete examples:

- the presentation of the strategy for start-ups, planned for June 2025, which will identify all obstacles
for start-ups and scale-ups.

- the European Innovation Act, which aims to help companies to bring innovations to market more
quickly from the first quarter of 2026.

https://www.europarl.europa.eu/doceo/document/CRE-10-2024-12-16-ITM-018 EN.html

- the 28th legal regime, which aims to create a uniform legal framework for innovative companies in
the EU internal market.
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https://eur-lex.europa.eu/legal-con-
tent/EN/TXT/HTML/?uri=CELEX%3A52010IEQ758#:~:text=The%2028th%20regime%20—
%20an%20alternative,opinion%200n%2030%20March%202010

- the European Research Area Act (ERA), which aims to standardize the research and development
landscape in Europe and reduce fragmentation.

https://research-and-innovation.ec.europa.eu/strategy/strateqy-research-and-innovation/our-digital-
future/european-research-area_en

- the European Innovation Council’s EIC Fund, with a potential to mobilize up to € 20 billion in public
and private funding for “deep tech innovators” by the end of 2027.

https://eic.ec.europa.eu/eic-fund/about-eic-fund _en
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Panel discussion with Dr. Andreas Schwarz, Head of Cabinet of the EU Commission for Start-ups, Research and In-
novation, Erik BeiBwenger, Minister of State for European and International Affairs in Bavaria, Frank Obrist, Founder
and Chair of the Obrist Group, Dr. Ralf Schneider, President of the Association of the European Journalists (VEJ), Dr.
Richard Beyer, Scientific Director European Institute for Public Finance (EIPF), and MEP Niels Flemming Hansen,
Member of the Committee on Industry, Research and Energy (ITRE) of the European Parliament, Vice-President SME
Europe, Co-Chair SME Circle (from left to right).

Sub-zero methanol as a practical example

The financial prospects for start-ups and scale-ups were discussed using the example of the Obrist
Group, based in the Lake Constance region. With its climate-positive “sub-zero methanol”, the group
has developed a groundbreaking innovation and is currently working on its implementation. This inno-
vation is a new type of green fuel. During its production, more carbon dioxide (CO3) is removed from
the atmosphere than is needed for its production. In a further process step, the excess CO: is con-
verted into solid carbon — a valuable raw material that can be used in industry and agriculture.

Dr. Ingo Friedrich, President of
the European Economic Sen-
ate: ,,Europe must become an
economic superpower.“

This sub-zero methanol, which has a CO2-reducing effect in terms of production and consumption,
can be produced in large quantities in a very unique and cost-efficient way. The feasibility of this tech-
nology is to be verified in a test production facility in the short term. Subsequently, this green methanol
could provide a pragmatic and relatively quickly realizable answer to the question of how the EU can
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achieve energy independence. However, the EU would first have to recognize green methanol as a
synthetic fuel.

And how can start-ups and scale-ups meet the enormous capital requirements that come with realiz-
ing their ideas? The panel discussion at this event sought answers to this complex question. Here,
too, the keywords of market-based solutions and attractive framework conditions for investors ran like
a common thread through the panelists’ contributions. “We have a huge amount of capital in the world
- especially in sovereign wealth funds and pension funds. To encourage them to invest in Europe, we
must make them attractive offers. Among other things, by creating a tax regime at European level in
which loss offset options exist, but the funds’ income is still treated like income from capital assets in
the international tax system,” said Dr. Richard Beyer, Scientific Director European Institute for Public
Finance (EIPF), citing one reason why capital often avoids Europe. “Ultimately, taxation should only
take place on three levels: Investors tax the income as income from capital assets, funds tax the re-
muneration for the management of the funds, and the companies in which investments are made tax

their profits.”

Dr. Horst Heitz, General Sec-
retary TAE and Head of Office
Brussels EES: ,,The different
interests of big companies
and SMEs make it difficult to
find and communicate the
right answers when it comes
to reducing bureaucracy.”

TAE initiative “Stop Bureaucracy” to strengthen Europe

With more than one million members, the Taxpayers Association of Europe (TAE) is one of the strong-
est forces in Europe supporting the reduction of excessive bureaucracy across Europe. Its transna-
tional initiative “Stop Bureaucracy” (https://www.stop-eu-bureaucracy.com) aims to simplify numerous
procedures in the EU, promote transparency, and ease the burden on companies and citizens.

Since last year’s elections to the EU Parliament, the EU Commission has undoubtedly been changing
its tide. For example, in addition to its goal of strengthening competition in Europe, it aims to reduce
bureaucratic burdens, particularly for SMEs, with the Omnibus Regulation. This regulation is intended
to consolidate the obligations of the Corporate Sustainability Reporting Directive (CSDR), the Supply
Chain Directive (CSDDD), the Taxonomy Regulation, and the Sustainable Finance Disclosure Regula-
tion (SFDR), thus streamlining them.

TAE General Secretary and EES Brussels office director Dr. Horst Heitz: ,But that’s not what we
want. Rather, we have a problem with the fact that these laws exist at all.” However, the EU is unlikely
to repeal these already concluded laws. “I believe the EU has never repealed a law in its history,”
Heitz said. “During the hearings in the EU Parliament, the term ‘reduce bureaucracy’ was avoided. In-
stead, the discussion focused on how the laws could be made smarter and better implemented.”

From the TAE’s perspective, a suitable path to truly reduce bureaucracy would be to repeal two exist-
ing laws for every new law passed. Otherwise, it would be hardly possible to speak of any reduction.
The EU Commission has set the goal of reducing 35% of bureaucracy in Europe — but has not yet
clearly formulated how this reduction should look like.

The TAE also wants to prevent the so-called cascade effect. Even if the Omnibus Regulation officially

exempts SMEs from reporting obligations, it could result in large companies and banks forcing SMEs
to comply.
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A delegation from the TAE, the EES, and the VEJ with German journalist, columnist and author Jan Fleischauer (sixth
from left) on their way to a working lunch at the European Parliament on the topic of “EU communication for the
citizen or bypassing it?”, hosted by MEP Monika Hohimeier, Vice-Chair of the EU Parliament's Committee on Budgets.
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The EU is also discussing the digitalization of bureaucracy. But ultimately, this does not mean that
bureaucracy will be reduced. Rather, it is just being better managed.

“In some European countries, the overview of bureaucratic regulations has now been lost, meaning
that they are not being complied with. Countries that comply with the regulations are therefore at a
competitive disadvantage,” Heitz said, addressing another shortcoming.

A systematic approach to reducing bureaucracy is missing

In general, there is currently no systematic approach to reducing bureaucracy in the EU. There are
also many initiatives on the part of companies to stop bureaucracy. But they are just ineffectively orga-
nized. The TAE, together with its partner organizations, wants to fill this gap. “We invite anyone who
wants to support us to participate,” said Jaeger.

“We are politically neutral and talk to anyone who represents our interests. But on the other hand,
many political players today come from the campaign scene. They thrive on escalation issues. And
that complicates dialogue. In the past, people exchanged views and worked towards compromises.
Today, it's more like firewalls everywhere, and dissenters are targeted in order to isolate them. Unfor-
tunately, this tactic — blaming, questioning, isolating — is very widespread in the EU. Representatives
of the business community are particularly affected by this,” Heitz noted. This, he added, has also con-
tributed to the formerly positive image of entrepreneurs being lost over time.

Jaeger: “It has been proven that taxpayers' money from the EU Commission has flowed to NGOs so
that they could lobby the EU Parliament specifically in support of the Green Deal. We have success-
fully exposed this clear violation of existing laws. The EU Parliament's Budgetary Control Committee
has taken up the matter and ruled that NGOs are no longer allowed to accept money to lobby the Par-
liament. And now, according to the principle of blaming, framing, and isolating, those who represent
the laws applicable in Europe are being attacked.” NGOs are calling for more transparency in many
aeras of politics. Here, however, transparency is not welcome.
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In Brussels the EES handed over their certificates to three new Senate members.

Picture above: Dana Meager and Jan Imrisek (both FALANGA Invest SICAV a.s.) from Slovakia with Rolf von
Hohenhau, President of the Taxpayers Association of Bavaria (far right), and EES Vice-President Daniel Bercel
(second from left).

Picture below: Malik Naveed Akram, Managing Director of INTECH Automation & Intelligence GmbH from Germany.

According to Jaeger, large companies are often more willing to avoid conflicts because they have the
ressources they need to take action — and can thus, for example, establish a green image. “For the
large companies, the issue of compliance is a done deal.” They have little interest in the withdrawal of
CSDR reporting obligations.” Medium-sized companies, on the other hand, have no other option but to
try and somehow arrange themselves with the developments. Heitz: “These different interests make it
difficult to find and communicate the right answers.” In addition, Germany's interests, for example, are
different from those of Bulgaria or Spain.

“The EU has lost focus on the fact that we need companies that generate profits and pay taxes. After
all, someone has to pay for the welfare state,” the TAE Secretary General said, summing up the core
problem. And for that, we need an environment that provides the best conditions for technical innova-
tion and research.

Johannes Maruschzik

Representative Economic Senate (EES)
j.maruschzik@eu-wirtschaftssenat.eu
Mobile +49 151 1955 7472
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In cooperation with
Glasshouse — Studies on a New Economy
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