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It's a privilege to speak with you today about artificial intelligence.

In 1987 Robert Solow famously remarked that “you can see the computer age everywhere but in the
productivity statistics.”

The same observation could be made today. We see Al advancing at remarkable speed. Yet its
aggregate impact is still barely visible in the data.

Over the past year global corporate investment in Al reached USD 252 billion, and private Al firms

raised a record USD 100 billion.[Y! Five leading US investors in terms of capital expenditure are now
companies that focus heavily on Al. None of these companies numbered among the top ten investors

a decade ago.[?

Some view this surge as temporary exuberance running ahead of underlying fundamentals. But a
debate framed only in terms of short-term ups and downs may miss the bigger picture.

History offers many examples of intense investment waves that — despite swings in the investment
cycle — ultimately left behind transformative technologies that reshaped economies for decades.!

So the key question is not whether there are cycles — that is almost certain — but how long it will take
before the enduring productivity benefits become visible.

And there are reasons to believe Al could spread faster, and deliver tangible economic gains sooner,

than previous technology waves.

If that is the path we are on — and | believe it may be — Europe needs to position itself accordingly. We
need to remove all the obstacles that stop us from embracing this transformation. Otherwise we risk
letting the wave of Al adoption pass us by and jeopardise Europe’s future.

History shows: disruptions first, benefits later
To understand what is at stake, it is useful to look at history.

Earlier general purpose technologies, such as electricity, computers or the internet, followed a

recognisable trajectory. Disruption arrived early, with broad-based productivity gains only emerging

slowly.[



For example, it took around thirty years before the impact of electricity showed up clearly across the
economy. Power grids had to be built, factories redesigned and workers reallocated from legacy tasks

to new ones.

Computers, too, required long-term investments in hardware, software, skills and new business
models before they translated into measurable improvements.

If Europe’s Al wave resembles the spread of electricity in the 1920s, annual productivity growth could
be about 1.3 percentage points higher. But if it follows the US digital boom of the late 1990s, the boost

would be closer to 0.8 points.[2 Even that lower bound would be significant for Europe, marking a
clear step up from recent trend productivity.

Could this time be different?

But Al has features that could compress this cycle and push forward even greater productivity gains.
Two features — innovation and diffusion — point to a faster path.

The first is that frontier innovation may accelerate because of the recursive nature of Al.

Al systems can use their own output to enhance their performance in a continuous loop. This can
lower not only the cost of producing goods and services, but also the cost of generating new ideas.[®]
For instance, in fifty years, science resolved approximately 200,000 protein structures. Al achieved
over 200 million protein structure predictions in about one year, vastly expanding the knowledge
frontier.!”]

This represents a significant change in the inputs to research and development. As the knowledge
base expands almost overnight, downstream discovery can compound sooner, even before every lab

or firm has fully reorganised.
By accelerating the production of ideas, Al can lift not just the level of productivity but potentially the

growth rate itself.L] Some estimates suggest that such Al-augmented R&D could double recent US
productivity growth rates to between 1.6 and 2.4% annually — faster than previous technology waves.

9]

Second, the diffusion of Al technologies can be faster because much of the supporting infrastructure

already exists.

It is true that there are bottlenecks. The current wave of investment in hyperscalers shows that
compute capacity remains a constraint. Training and deploying larger models requires substantial
investment in data centres and energy. In Europe we face particular challenges in this respect, given
our higher energy costs and longer permitting delays.

But unlike past technologies, such as electricity or computers that required new physical networks or
coding skills, Al runs on existing internet devices and communicates with users through human

language.

Wide-scale use can therefore proceed even before the infrastructure build-out is complete. Many Al
applications already deliver gains on existing hardware. So while a lack of computing capacity holds



back the pace of model development, it does not necessarily block diffusion across the wider
economy.['

Moreover, the infrastructure itself is advancing quickly. While Moore’s Law forecasts a doubling in chip
capacity every two years, Al model compute power has been doubling every six months — four times
faster.

What Europe stands to gain
What does this mean for Europe?
The stakes could be extraordinarily high.

With the United States and China ahead of the field, Europe has already missed the opportunity to be
a first mover in Al. And we still bear the costs of having been slow adopters during the last digital
revolution. We cannot afford to make the same mistake again.

Yet the story is far from over. Europe can still emerge as a strong second mover if it acts decisively.

Our goal should not be to out-build the leading Al models, but rather to deploy Al across the board. By
focusing on rapid adoption and smart use of existing Al technologies across our wide-ranging

industries, Europe can turn a late start into a competitive edge.m]

Our economy is highly diversified. The top ten firms in the US stock market account for roughly 40% of
the market across just four sectors, whereas the top ten in the EU account for no more than 18%
across almost twice as many sectors.

And European firms are already adopting generative Al on a similar scale to those in the United
States. What the ECB is hearing from large European companies confirms this trend: many are
investing heavily in databases, cloud solutions and Al, with providers of these services reporting

double-digit growth.[ﬁl

But to turn these benefits into a competitive advantage, we need to connect data across sectors.

Thanks to industrial-scale data spaces, companies can share operational data and create training sets
for Al models that no single firm could assemble alone.[*]

Initiatives like Manufacturing-X and Catena-X in the automotive sector foster collaboration in data
sharing, while the European Health Data Space enables interoperable health records, allowing us to

leverage the broad anonymised patient datasets generated by our universal healthcare systems.[ﬂ]
But these efforts will not be enough on their own.

If our data spaces use technology stacks that are owned and governed outside Europe, we deepen —
rather than reduce — our strategic dependencies. We must diversify critical parts of the Al supply chain
and avoid single points of failure. In the foundational layers, such as compute capacity based on chips

and data centres, we should maintain a minimum capacity.

In the application layer, Europe should leverage the power of the Single Market to enforce
interoperability and open standards. This will encourage competition among large models and prevent
the kind of “lock-in” that has occurred with technology platforms in the past.



Moreover, we must overcome a familiar set of old barriers that have prevented us from being first
movers in the past.

If we allow our energy costs to stay high, if regulations remain fragmented, and if capital markets fail to

integrate and channel long-term, risk-bearing funding at scale, Al will diffuse more slowly.

And this time, the consequences extend beyond losing the race in Al models. We would eventually

face a further loss of competitiveness for many of our sectors and industries.

Conclusion
Let me conclude.

“It'll be ten times bigger than the Industrial Revolution — and maybe ten times faster.” These words
from Demis Hassabis — joint winner of the 2024 Nobel Prize in Chemistry for his Al research — capture
the potential scale and speed of what may lie ahead.

So the question is no longer whether this new frontier will arrive, but how soon — and the pace of
progress in recent years suggests it is likely to be sooner than our institutions and regulations are
prepared for.

That means acting now to clear the obstacles that would slow Al diffusion and so delay prosperity for
all Europeans in the decades ahead.
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