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In a critical analysis of the overzealous regulatory landscape and the risk-averse European

mindset in the third decade of the 21st century, coinciding with the acceleration of the Fourth

Industrial Revolution, an unprecedented geopolitical and geoeconomic competition has emerged

among global powers over the development of Artificial Intelligence (AI). In this arena, while the

United States and China stand as the undisputed pioneers, the European continent has fallen

dramatically behind, despite its rich history of scientific innovation and a population exceeding

450 million.

This article adopts an analytical and critical approach to examine the fundamental causes of this

European failure. Findings based on recent economic data and European Union policy analysis

reveal that draconian regulatory policies, most notably the General Data Protection Regulation

(GDPR) and the recent AI Act, coupled with a nonexistent venture capital culture and the hidden

barriers of Europe’s supposedly "single" market, have created paralyzing structural obstacles for

startup growth. This piece argues that the reductionist, control-obsessed, and risk-averse

European mentality has not only stifled capital attraction and talent cultivation but has also fueled

a massive "brain drain" toward freer ecosystems like Silicon Valley.

 The Digital Reality: An Ecosystem Devoid of European Roots

https://ham-dastan.com/frontend/view_article.php?slug=euroe_dump_story_en


https://ham-dastan.com صفحه 2 از 6 ghalam@ham-dastan.com

If we take a moment today to observe our digital existence, it becomes glaringly obvious that the

foundation of this life is built on platforms and hardware completely devoid of European origins.

From video-sharing platforms like YouTube to operating systems such as Android, Windows,

macOS, and iOS, and social networks like Instagram and X, all are American products running on

predominantly Chinese or Asian hardware. In this value chain, the absence of Europe, a

continent that for decades symbolized technological vanguardism and sparked the Industrial

Revolution, is deeply felt.

In February 2026, Emmanuel Macron, the President of the EU's second-largest economy,

unveiled a special 30 million euro initiative. The goal? To attract forty of the world's top AI

researchers with an annual salary of 750,000 euros in an attempt to bridge the gaping

technological chasm between Europe, China, and the US. However, a closer market analysis

reveals that such programs, when pitted against the economic realities of tech giants offering

tens of millions in annual compensation, resemble a bitter joke rather than a comprehensive

strategy to fix a technological fault line.

The core question is: Why has the "Green Continent," despite its immense latent potential,

surrendered the AI game to its rivals in such a humiliating fashion?

A glance at the statistical realities clearly exposes the deep void of capital and talent in Europe.

To understand the sheer scale of the tragedy within the European AI ecosystem, one must look

at the numbers.

 Table 1: Annual Compensation for Top AI Researchers (2026)

Institution / Company Offered  Annual

Compensation

French  Government

(Macron's  Plan)

€ 750,000

Anthropic (Creator of

Claude)

$  1,000,000  –  $

1,500,000

OpenAI  (Creator  of

ChatGPT)

$  1,500,000  –  $

3,000,000

 Beyond these base figures, project managers and lead directors at these American tech firms

routinely receive bonuses and total compensation packages in the tens of millions of dollars.

Macro-level statistics paint an equally grim picture:

In 2024, the European Union managed to attract a mere 4% of global investments in
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the AI sector.

In the same year,  while the United States introduced 40  Large Language Models

(LLMs), Europe’s share was a dismal 3 weak models.

The stark reality of the startup ecosystem: There are only 226 active AI startups across

all of Europe, whereas the US boasts 868 dynamic, newly minted startups.

A population of 450 million across 27 European nations has utterly failed to compete

with 340 million Americans and 1.5 billion Chinese.

 In truth, the European continent is floundering on the brink of death in an innovation and

regulation paradox, caught in a trap of its own legislative making. There is a famous maxim in the

tech world:

"America innovates, China copies (and has recently entered an era of extraordinary innovation),

and Europe regulates."

Europe's approach to emerging technologies is rooted in fear, control, and restriction. While the

United States views data as a precious commodity for progress and wealth creation, the

European Union treats data as a security and privacy threat that must be aggressively

suppressed and micro-managed. The most glaring manifestation of this mindset is the General

Data Protection Regulation (GDPR). Drafted in 2016 and enforced in 2018, this legislation has

morphed into one of the greatest impediments to startup growth. Under this law, any European

company collecting data must prepare a document called ROPA (Record of Processing

Activities), detailing exactly why, how, and from whom data is collected, and when it will be

deleted. For a small startup, preparing these documents for minor data sets can consume

between 40 to 100 hours of labor.

The implementation of a regulatory economy in Europe has asphyxiated nascent businesses

across this aging, fearful continent. The compliance costs are devastating for startups. Data-

driven companies are forced to spend exorbitant amounts annually on bureaucratic paperwork:

Hiring EU legal specialists: Upwards of $ 100,000 annually.

Legal auditing fees for data collection practices: Between $ 3,000 and $ 7,000.

EU Audit processes: If selected, a startup faces a minimum $ 20,000 burden for the

auditing process.

The crucial takeaway is that draconian laws like the GDPR destroy small startups far more than

they harm tech behemoths. Companies like Google and Meta can easily afford to hire thousands

of legal experts (as Meta did in 2018, spending 10 million dollars on compliance). Research

indicates that while the GDPR reduced the profits of large tech firms by 4.6%, the profit reduction
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for small and medium-sized startups was a staggering 12.1%. In essence, Europe has used its

own laws to hand its market over to American monopolies on a silver platter.

 Table 2: The Wealth Generation Crisis (Self-Made Billionaires)

Region Percentage of Self-Made Billionaires Wealth Source Profile

USA Near 100% (Top 10)* Technology & Innovation (*Except W. Buffett)

France 44% Predominantly "Old Money"

Sweden 42% Predominantly "Old Money"

Italy 36% Predominantly "Old Money"

Germany 25% Predominantly "Old Money"

 Today, in the year 2026, there is not a single tech company in Europe founded within the last five

years that boasts a market valuation over 100 billion dollars. Yet, Europe refuses to learn from its

mistakes. In 2024, the EU passed the "AI Act," dumping a new mountain of regulations onto the

shoulders of startups. Under this law, 33% of current AI models are categorized as "high-risk."

Ironically, not even the Chinese Communist Party has restricted the development of tools like

“deepfakes” to the extent that Europe has restricted AI!

 Institutionalized Risk Aversion and the Funding Crisis

The second fundamental problem crippling the Green Continent is its absurd funding structure

and deeply ingrained risk aversion. Developing AI requires injecting millions, sometimes billions,

of dollars. In the United States, this capital is fueled by a vibrant "Venture Capital" ecosystem.

Accepting a high risk of failure, these funds invest heavily in youth and disruptive ideas to reap

astronomical returns upon success.

In Europe, however, both financial institutions (like banks and traditional funds) and the general

public are intensely risk-averse, preferring stability and meager-but-guaranteed returns over

high-risk investments. Furthermore, American venture capitalists are highly reluctant to invest in

European startups; they know that under the EU’s suffocating regulatory web, the chances of an

idea succeeding and scaling globally are practically zero. It is estimated that strict European laws

have driven away at least 1.6 billion dollars in potential investments from US firms, an amount

53 times larger than President Macron's foolishly ambitious state budget. Consequently, the few

successful European startups migrate to the US the moment they secure seed funding, triggering

a massive "capital flight."

Europe's ossified elites are thrashing about in the mirage of the "European Single Market," which

constitutes yet another hidden challenge to tech development: the lack of a genuinely unified

market. The aging politicians in Brussels have attempted to brand Europe as a single nation via

open borders and a common currency. But for an AI startup, this integration is pure hallucination.

If an engineer launches a startup in France, their product is a French AI. The moment this startup

attempts to expand into Germany, Italy, or Spain, it hits an impenetrable wall of barriers. Adapting
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to new corporate laws in Germany, navigating cultural differences, and, most importantly,

providing services in German, Italian, Spanish, and beyond, causes expansion costs to

skyrocket. Instead of paving these roads, the European Union has simply prescribed universally

complex laws across all these countries with conflicting interests, making the environment

impossible for new businesses.

 Case Study: “Peter Steinberger” and the Exodus of the Elite

All the aforementioned structural barriers culminate in a tragic finale: the "despair of the elite."

Europe possesses incredibly talented and bold youth who hold the potential to build highly

advanced language models, but conservative, legislation-obsessed policies force them to flee

their home continent.

A prime example is the story of Austrian programmer Peter Steinberger. In February of this year

(2026), he developed an AI assistant on his GitHub account capable of managing emails,

categorizing their importance, and drafting replies. He executed this brilliant project with the

absolute minimum of resources. Immediately upon release, American tech giants like Google,

Microsoft, and OpenAI approached him with million-dollar offers to join their teams.

And what was the reaction of ossified Europe to this tech prodigy? Not only did EU regulators

offer zero support, but they issued him a formal warning that his project was violating GDPR

laws. The relentless pressure from regulatory bodies and their petty fixation on legal minutiae

drove Steinberger to abandon Europe in despair. He immigrated to Silicon Valley, San Francisco,

to work directly under Sam Altman at OpenAI. This anecdote is a perfect mirror reflecting

Europe’s approach to its elites, a policy that casually bleeds raw talent while aging politicians,

driven by spite and jealousy, resort to drafting ever more restrictive laws.

 The Control Mentality Will Missing the Fourth Industrial Revolution

To summarize the causes of Europe’s backwardness in a single concept, one must point to the

"reductionist and controlling mentality." The European mindset yearns to control the future

through centralized planning and preemptive legislation. However, the very nature of emerging

technologies like AI is diametrically opposed to centralized control.

Innovation requires an atmosphere of economic freedom, the leeway for trial and error, and the

acceptance of failure. If European scientists in the 18th and 19th centuries had been forced to

seek government permits for every invention, the Industrial Revolution would never have

occurred. Today, these exact legislative shackles are causing an aging Europe to miss out on the

Fourth Industrial Revolution. Severe restrictions on data (the most valuable asset for AI) and the

criminalization of developers have rendered AI technological development effectively impossible

within European borders.
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A Continent Bound for the Museum

Ultimately, Europe’s defeat in the global AI race is neither an accident nor the result of an

intellectual deficit; it is the direct consequence of disastrous policymaking, a fearful and

senescent mindset, and a culture allergic to risk. It is abundantly clear that the efforts of out-of-

touch politicians, such as Emmanuel Macron’s injection of meager state subsidies, will achieve

nothing against the undisputed might of American giants that have flourished within a free

market.

Legislations like the GDPR and the European AI Act have smothered innovation in the cradle by

imposing catastrophic compliance costs, never allowing small startups the chance to stand tall.

Furthermore, the absence of a venture capital culture and the hurdles of a fragmented market

have transformed the continent into a hostile wasteland for tech-driven enterprises. Until the

European Union accepts that "economic freedom and risk tolerance" are the primary engines

of technological progress, the current exodus of brains and capital to the United States will

continue unabated. While changing this ossified cultural mindset will undeniably take time, doing

so is a vital and unavoidable imperative if Europe is to avoid becoming a mere museum of past

glories in the modern world.

 

Appendices:

Analysis based on European Union regulatory frameworks (GDPR and AI Act).

Comparative statistics on venture capital investment in US and European economies.

 


