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Executive Summary

Let me be blunt: Europe is committing technological suicide.

While the United States and China engage in an existential race to build Al infrastructure—fighting
physics, permitting battles, and supply chain wars—the European Union has chosen to sit in a
committee room drafting compliance checklists for a technology it cannot build, cannot power, and
increasingly cannot even deploy.

The US has invested over $470 billion in private Al development. Europe? $50 billion. The US will
have 17 times China's compute capacity by 2027. Europe? We have zero domestic frontier-grade
compute and 100% dependency on American chips and Nvidia's goodwill.

By 2027, the European Union will be a technological colony—importing Al systems designed in San
Francisco, manufactured in Taiwan, and powered by energy policies we're too ideologically paralyzed
to implement.



The Great Bottleneck Comparison

The United States faces serious Al infrastructure bottlenecks. Europe faces civilizational
irrelevance.

Bottleneck United States European Union

Energy 7-year grid waits; aggressive High cost/kWh; fragmented grid;
focus on gas, nuclear, batteries "Green vs. Baseload" civil war

Compute Will have 17x China's capacity; ZERO domestic frontier compute;
CoWosS packaging limits 100% dependency on US/Nvidia

Regulation "Noise" about copyright/art; Al Act vetocracy; $52K/year;
B2B deployment proceeds startups fleeing to Delaware

Liability Insurers struggling to Strict liability + no insurance
price novel risks = Operational Stagnation

Investment $470B+ private Al ~$50B—less than 11%
investment (2013-2024) of US levels

Americans have problems. We have a death spiral.



Part I: The Thermodynamic Wall

America's Challenge, Europe's Impossibility

David Shapiro's analysis of Al bottlenecks should terrify European policymakers—not because it
describes American problems, but because it reveals what serious countries consider "problems"
while Europe hasn't even started.

The US faces:

e 7-year average grid interconnection times to connect new data centers

« Demand explosion: 4 GW in 2024 - 134 GW by 2030 (equivalent to 134 new nuclear
reactors)

« 210-week lead times for industrial transformers (4 years for a single piece of critical hardware)
* The "crisis window" of 2026-2028 where Al deployment will either accelerate or stall

These are massive challenges. But here's the difference: Americans are fighting these problems.
Natural gas plants are being built. Grid-scale iron-air batteries are being deployed. Permitting reform
is happening.

Europe Isn't Even in the Fight

In European data center hubs—Frankfurt, London, Amsterdam, Paris, Dublin—grid connection times
don't average 7 years. They average 7 to 13 years. And that's if you can get approval at all.

China added 429 GW of generation capacity in 2024. That's 15 times what the US added and roughly
30 times what Europe added. While we debate whether natural gas is a "transition fuel,” China is
building the electrical foundation for Al dominance.



Part II: The Compute Dependency

Europe as Technological Colony

Let me state this as clearly as possible: Europe has zero domestic capability to produce frontier
Al compute.

Not "limited capability.” Not "catching up." Zero.

Every H100, every B200, every piece of silicon powering European Al research comes from:

« Design: NVIDIA (American)

« Manufacturing: TSMC (Taiwanese)

* Memory: Samsung/SK Hynix (Korean)
« Packaging: TSMC/ASE (Taiwanese)

The European Chips Act mobilizes €43 billion. Impressive-sounding until you realize building a
cutting-edge fab takes 3-5 years, and by the time European fabs come online, the frontier will have
moved.



Part Ill: The Regulatory Cathedral

Europe's Self-Inflicted Wound

The EU Al Act is the most comprehensive Al regulation in history. It is also the most effective transfer
of competitive advantage from Europe to the United States since the post-war Marshall Plan—except
this time, we did it to ourselves.

What the Act demands:

* Risk categorization across four tiers with different compliance requirements

« Third-party conformity assessments before deployment

« Quality management systems and ongoing monitoring

« Technical documentation, data governance protocols, human oversight mechanisms
» ~$52,000 per year licensing costs for "high-risk" systems

$52,000 per year. For a European Al startup, that's not a compliance cost—it's a death sentence. For
American competitors, it's a gift.

The Vetocracy Problem

Shapiro calls Europe a "vetocracy." He's being polite. The EU regulatory system isn't designed to
enable innovation. It's designed to prevent things from happening. Every stakeholder has veto
power. No one has the authority to say "yes, build it."



Part IV: The Insurance Death Spiral

Insurance companies are writing absolute exclusions for Al-related risks. Not higher
premiums—complete exclusions. The reason: insurers cannot price what they cannot model.

Without insurance, enterprises cannot deploy Al. It doesn't matter if the technology works.

The EU's Al Liability Directive shifts burden of proof toward Al operators. Combined with the Al Act's
documentation requirements, Europe has constructed the most hostile liability environment for Al
deployment on Earth.

Regulations designed to protect European citizens from Al harms are ensuring those
citizens cannot access beneficial Al applications.



Part V: The Investment Chasm

If European technology ministers had any shame, these numbers would force resignations:

Metric United States European Union Ratio
VC Al Investment (2023) €58.5 billion €7 hillion 8:1
Private Al Investment (2024) | $109 billion ~$4.5 billion 24:1
Cumulative Investment (2013-24)0+ billion ~$50 billion 9:1
Foundation Models (since 201[7)73% of global ~4% of global 18:1

The Draghi Report published 400 recommendations for European competitiveness over a year ago.
Implementation rate: 11%.



Part VI. The Digestion Phase

Shapiro argues we've entered the "Digestion Phase" (2026-2028)—the critical window when Al
capabilities translate into deployed systems generating real economic value.

Success in this phase requires:

* Grid permits: Expedited approvals for data center connections

» Fab capacity: Secured access to advanced semiconductor manufacturing

* Energy generation: Rapid deployment of power, regardless of source

« Talent retention: Compensation and opportunities that keep researchers local

* Regulatory clarity: Frameworks that enable deployment, not just govern theory

Europe is failing on every single dimension.



Part VII: The Path Forward

Emergency Measures (2026)

1. Declare a Regulatory Moratorium — Suspend all new Al Act obligations for 24 months.

2. Fast-Track Energy Infrastructure — Emergency permitting for data centers and power
generation.

3. Establish Liability Safe Harbors — Government-backed insurance pools for Al deployments.

Structural Reforms (2026-2028)

4. Kill the Vetocracy — Create an EU Al Infrastructure Authority with actual power to override
objections.

5. Reform the Al Act — Shift from ex-ante compliance to ex-post accountability.

6. Implement Draghi—All of It — Stop treating the report as a discussion document.

Strategic Acceptance (2028+)

7. Admit Frontier Al Is Lost — Europe will not develop competitive foundation models.
8. Focus on Application — Become the best Al customer in the world.

9. Negotiate Subordinate Partnerships — Accept geopolitical reality and get the best terms
possible.



Conclusion: The Museum or the Workshop

The next three years—2026 to 2028—will determine whether Europe participates in the Al
transformation or becomes its subject.

America faces serious challenges but responds with engineering. China brings capabilities we can't
match—429 GW in a year. Both are fighting physics with concrete.

Europe alone has chosen to write regulations for a technology it cannot build.
We can be a museum: admired for our principles, irrelevant to the future.

Or we can be aworkshop: messy, imperfect—but building something.

The cathedrals can wait. It's time to pour concrete.
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