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June 23th, 2025

Dear Commissioner McGrath,

Thank you for making time to meet with me in Brussels. | enjoyed hearing about your legislative priorities and |
appreciate your commitment to driving efforts to reignite the European Union’s competitiveness and your
desire to learn more about Snap’s perspective on technology and innovation.

We deeply respect the EU leadership in shaping the digital landscape through thoughtful, forward-looking
regulation to build trust across society. We value the EU’s inclusive and consultative approach to policymaking,
which invites dialogue and ensures diverse perspectives are heard. Landmark legislation such as the General
Data Protection Regulation (GDPR) has set a global standard for data privacy, which we regard as a cornerstone
of responsible innovation. We fully support the EU’s ongoing regulatory efforts and remain committed to
working collaboratively to help advance a digital future that reflects shared values of transparency, fairness,
and accountability.

At this important juncture, we believe that enhancing the EU’s competitiveness is essential to reignite
productivity and sustain long-term growth in the region. A primary driver of Europe's economic divergence from
the US over the past 30 years has been its inability to match the pace of digital transformation.* Despite strong
fundamentals, the EU lags behind in developing and deploying breakthrough digital innovations,?* wth
excessive regulatory burden identified as one of the key root causes.®® The EU has the opportunity to
fundamentally reset its approach to support innovative tech companies’ growth and their ability to scale up.*®

As a challenger company with a decade of experience in the region, we respectfully submit some of our
learnings:

1) There are high regulatory barriers for challenger companies operating in the EU
In the last mandate, the EU produced nearly 14,000 legal acts.*” Currently, the European Commission assesses
the potential impact of its legislative proposals at the beginning of the legislative procedure. The process fails
to account for the significant changes typically introduced during lengthy interinstitutional negotiations. For
instance, EU policymakers recently introduced a ban on targeted advertising to minors for online platforms (art.
28 DSA) whose impact was never duly assessed. The provision was not part of the Commission’s proposal for
the DSA and, thus, the impact of such an extreme measure on the broader industry dynamics, as well as on the

3 See Draghi report, p. 24.

34 See recent reports in Wall Street Journal and The Economist.

% The 2024 Draghi Report on EU Competitiveness states that regulation is seen by more than 60% of EU companies as an obstacle to investment,
with 55% of SMEs flagging regulatory obstacles and the administrative burden as their greatest challenge. Small and medium-sized enterprises
make up 99% of all businesses in Europe (see here).

36 Draghi Report on the Future of European Competitiveness; European Commission’s Work Programme 2025.

37 Einancial Times.
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experience of young people online, was never meaningfully examined. Another example is the Al Act, which
includes obligations for general purpose Al models, which was not part of the Commission’s initial proposal and
therefore not assessed. As a result of the current process, there is a lack of clarity regarding the real-world
impact and consequences of the adopted legislation as the impact analysis occurs before the legislative
procedure is completed.

As the volume and complexity of legislation continues to grow, companies must devote significant resources to
remain compliant. This burdensome regulatory landscape creates substantial barriers for challenger
companies. Unfortunately, the current EU legislative framework does not envisage the need to assess the
potential impact of new rules on challenger companies. Under its Better Regulation Framework, the European
Commission is required to assess the economic and societal impacts of major new EU laws, with a specific
focus on small and medium enterprises. However, this focus often overlooks growing, innovative companies
with the potential of disrupting markets with existing dominant players ("challengers”). In digital markets,* for
example, Snap typically falls outside SME definition thresholds, but are still considerably smaller than dominant
incumbents.

Our Policy and Legal teams keep track of hundreds of laws every year, assess how they relate to each other,
and often deal with unclear or conflicting provisions.

compliance demands are increasing in a challenging business environment, thus further reducing critical
resources necessary to compete, innovate, and grow.

Recommendations:

e Envisage new mechanisms to allow EU policymakers to fully assess the impact of new laws at the
end of the legislative process (after trilogue negotiations, before adoption) and adjust them, if
necessary, to avoid unintended consequences and minimize unnecessary burdens.

e Expand the EU impact assessment exercise to explicitly review the effects on challenger companies
in digital markets, as currently done for SMEs.*® Include in the EU framework® metrics to reflect
challengers’ market status in digital sectors (e.g. annual revenues below EUR 25bn* and market
capitalization below USD200bn)*.

e Prioritize enforcement and targeted improvements to the existing legal framework before introducing
additional layers of regulation that may overlap.

% The gap between incumbents and challengers in digital markets is substantial - see e.g. Crémer Report on competition policy in the digital era
and Eurman Report on digital competition.

3 See EU SME Test and the EU’s new definition of small mid-cap enterprises.

% The European Commission defines small and medium-sized enterprises (SMEs) in its 2003 Recommendation (2003/361/EC) as businesses with
fewer than 250 employees and an annual turnover not exceeding €50 million or a balance sheet total not exceeding EUR 43 million.

4 For instance, the UK Digital Markets and Competition and Consumer Bill draws uses the threshold of UKP25bn global revenues as a proxy to
preliminary identify and distinguish dominant incumbents in digital markets.

42 200 bn is the threshold commonly identified for the largest companies in the market (‘mega caps’).
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2) The DSA as a disproportionate compliance effort for challengers
The EU Digital Services Act (DSA) is a good example of a new law that introduced disproportionate compliance
costs for challenger companies.

As currently structured, the DSA reinforces the dominance of already dominant players.

.~ thesameobligations'  apply to industry peers with different risk profiles and

far greater resources.

SO thiscreates a disproportionate

burden draining vital resources necessary to compete, ultimately reinforcing the dominance of larger
established platforms.

4 Annual DSA audit costs per company were estimated in the range of 55K-545K EUR. See European Commission’s DSA Impact Assessment, p.
54, Table 4.
4 See 15th Annua eport from Financial Education & Research Foundation (FERF
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Recommendations:

e Revise DSA risk-based thresholds for VLOPs designation by incorporating metrics that account for
historical prevalence and relative volume of illegal and harmful content, ensuring the strictest rules
focus on services with the greatest systemic risk.

e Introduce measurable compliance-based KPIs to allow for streamlined procedures or reduced
burdens for platforms that can demonstrate strong compliance records (such as streamlined audits or
simplified risk assessments).

3) The regulatory environment is not supportive of responsible challenger companies

As a challenger company, we are supportive of thoughtful regulation that fosters competition and encourages
innovation. However, overly prescriptive EU legal frameworks put smaller companies with limited resources at
an even greater disadvantage. One example is the recent EU Political Advertising Regulation®®. Anticipating
most of the substantive requirements of the new law, Snap has been developing policies
to effectively curb disinformation and election interference, and to ensure transparency and accountability in
political advertising. Despite strong safeguards such as
human review of every political ad, residency requirements for advertisers, a fully fledged public transparency
repository and mandatory "paid for" disclosures, we have decided to stop serving political ads in the EU. This is
because, although being fundamentally aligned with the spirit of the new rules, their overly prescriptive nature
makes it nearly impossible for a smaller player in this space to comply. As a result, users and citizens ultimately
lose out, as their choice is further narrowed and the market for political ads becomes more concentrated. Such
an approach risks overlooking the variety of business models and risk profiles across the industry and may
undermine core business freedoms.

Recommendations:

e Promote ‘duty of care’ regulatory framework - i.e. obligations to act with reasonable caution to
prevent foreseeable harm - scalable to the level of risk, business size and model. This encourages
responsible behavior without penalizing smaller players and while avoiding overly prescriptive rules.

e Establish clear regulatory goals that allow flexibility in how companies meet them. Avoid prescriptive
service design mandates (e.g. blanket feature bans or horizontal “off-by-default” rules), as discussed
in the context of the upcoming DFA?°, unless supported by strong, context-specific evidence of harm.

e Ensure market plurality by monitoring the impact of new regulations on market concentration, and
considering safeguards to prevent excessive market dominance and concentration.

“8 EU Requlation on the Transparency and Targeting of Political Advertising
49 Fitness Check of EU consumer law on digital fairness (p. 153f.)
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4) Growing regulatory uncertainty

While the EU has intensified its legislative efforts in recent years, there is growing concern across the industry
that the speed of adoption of new rules is coming at the expense of legal clarity.®® Increasingly, key legal
aspects of new laws are being deferred to secondary and tertiary legislation - often released only after
compliance deadlines have passed. For instance, the DSA implementation currently entails 12
implementing/delegated acts, 10 public consultations, and 6 sets of guidelines, and there is still no final
guidance on several important DSA areas (e.g. minors’ protection, risk assessments, trusted flaggers, scope of
audits).

Over the past decade, the EU has steadily favoured regulations over directives as its primary legislative tool.”

This trend has been marked by progressively more ambitious and tighter implementation timelines. While
directives typically allowed at least two years for transposition (e.g. an average of 31 months),>> the DSA gave
VLOPs only four months to prepare for compliance. By comparison, Member States had one year to prepare for
the DSA and this timeline proved challenging for many of them, prompting the Commission to launch
infringement proceedings against 13 Member States.>?

Enforcement of new EU rules has often been slow,® further exacerbating uncertainty for businesses,
diminishing incentives for responsible actors and frequently creating opportunities for anti-competitive
exploitation of the rules®. This dynamic has created structural barriers for challenger companies, contributing
to market concentration and ultimately limiting consumer choice.

Recommendations:

e Provide adequate implementation timelines, ensuring that smaller market players have sufficient time
and resources to comply effectively.

e Maintain the role of guidelines as a means to harmonize legal interpretation and enhance legal
certainty - issued only after a minimum implementation period to allow operators to align with
practical experience.

e Ensure timely and effective enforcement, particularly of the EU pro-competition regulatory framework
under the Digital Markets Act.

%0 Examples include key EU frameworks that still lack sufficient clarity - whether on definitions, scope or specific core obligations (e.g. Al Act, GPAI
Code, GPAI Guidelines).

51 See EU Legal Acts Statistics

52 See EU Law Monitoring Report

%3 See DSA Status of DSC designations

54 A review of the European Commission’s activity over the period 2012-2023 revealed that the EU remains slow in enforcing its laws, despite
continuous improvements. European Court of Auditors Report (December 2024).
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5) Unachieved potential of the EU Single Market
The EU Single Market is a cornerstone of regional economic growth, contributing up to 8% to the EU GDP.*’ It
serves not only as an economic engine but also as a strategic asset that underpins Europe’s competitiveness,
sovereignty, and unity in a rapidly evolving geopolitical landscape. Yet, more than 30 years after its
establishment, the EU has yet to fully unlock the Single Market’s potential.>®

This unrealized potential poses significant challenges for innovative companies seeking to launch new
products across the EU, as fragmented regulations and market barriers impede their ability to scale and
compete effectively. As a pioneer in augmented reality (AR) and an innovative company with a strong R&D
footprint in Europe®, we face firsthand the complexities associated with bringing new products like AR
Spectacles to the EU. This involves navigating fragmented national regulations and complying with EU-wide
technical standards in areas like wireless communication and product safety. Varying testing and certification
processes across Member States add complexity to launch planning. EU consumer protection rules also require
localized, legally reviewed materials, which can delay time to market. While these principles align with our
commitment to transparency, fairness, and high-quality products across markets, existing regulatory hurdles
hinder the ability of smaller companies to launch new, innovative products in the EU in a timely manner. This
ultimately requires a selective and phased approach in the region, which can slow down the pace of innovation
and limit product availability, ultimately reducing choices for EU consumers.

Beyond focusing on abating regulatory barriers caused by national discrepancies, the EU could also adopt a
more holistic approach to actively promoting the Single Market - especially in the digital domain.®° Digital
advertising exemplifies an overlooked opportunity. It can facilitate cross-border market access, promote
competition for smaller players, as well as support digital transformation, efficiencies and broader consumer
choice. Yet, despite its potential role as a strategic enabler of the EU’s Single Market ambitions, digital
advertising has been primarily viewed as a regulatory concern and EU policymakers have not fully recognized
its value. The sector already generates over €118 billion in revenue in the EU, accounting for two-thirds of all ad
spend®, but still contributing to less than 1% of the EU GDP®2. By comparison, over the last 20 years, digital
advertising contributed on average 2% of the US GDP.®® Given its important multiplier effect®, it can represent
an economic driver, supporting scale-up of smaller players in the internal market.

Recommendations:

e Promote EU harmonization and mutual recognition of standards for innovative high-tech products like
wearables. Simplify divergent requirements on consumer disclosures, pricing transparency,
subscription management to speed up market entry and boost the EU innovation attractiveness.

" The EU Single Market contributes up to 8% to the EU GDP when dynamic effects are included - See ‘The Economic Im fthe Eur n
Single Market’ (May 2025).
8 See ‘Letta Report Much more than a market’ (April 2024)

60 See ‘Letta Report Much more than a market’ (April 2024)

5 See ‘|IAB Europe’s 2024 AdEx Benchmark Report’

52 According to Eurostat, in 2024 EU27 GDP reached €17.94 trillion.

83 «“The Rise of Digital Advertising and Its Economic Implications,” St. Louis Fed On the Economy (October 2024)
54 See study “Paving the way: how online advertising enables the digital economy of the future”.
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e Rethink EU current regulatory approach to digital advertising. Incentivize a more balanced framework
to protect users’ fundamental rights, without undermining its essential role in promoting competition
and supporting the single market.

We are eager to see the EU deliver a regulatory framework that enables EU competitiveness while upholding
important values like privacy, data security, and preventing misuse of technology. We hope this letter
contributes towards your critical work and we look forward to continuing this important discussion.

Sincerely,

Evan Spiegel
CEO and Co-Founder, Snap Inc.
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