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Reflection Paper: In a world where societies are
increasingly impacted by Artificial Intelligence - What

role for EU leaders?

Artificial intelligence (Al) is above all a political issue.
It has become an existential matter for the future of
the EU, its prosperity, its security but also the
viability of its socio-liberal democratic model. It is a
tool that can radically improve people's lives and
business competitiveness, but it can also cause
serious harm. Al is an instrument of power, a
challenge to democracy, a force for transforming
the labour market and impacting social cohesion,
and a source of both challenges and opportunities
for the earth and the environment.

Alis one of the most disruptive technological
developments in recent history, as well as an
enabler for many other technological innovations'.
The pace of technological development now
outstrips the political decision-making process. As a
result, politicians are often in reactive mode. Yet
digital technology and Al are central to the new
geopolitics of power, with cyberspace becoming a
key battleground in which democratic and liberal
values are pitted against nationalist and
authoritarian states.

The US and China, as well as other countries such as
Russia, have understood this. The UK has also
recently published an ambitious plan to make
Britain a global Al superpower?. They have all put Al
at the centre of their political strategy. They have set
ambitious short and longer-term goals that they are
backing with significant financial resources. There is
little evidence that Europeans collectively have
grasped the full extent of the importance of Al for
their societies and for their strategic interests. The
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EU has undertaken pioneering work in encouraging
the uptake of trustworthy Al and in setting rules for
the use of data’. However, Europe is unlikely to be
able to compete successfully without a
combination of clear political will and sufficient
resources. At the moment not all Member States
even have a national Al strategy, and those who do
have rather different approaches*. Where there are
discussions at European level, these tend to be
disparate and compartmentalised (digital, trade,
competitiveness, competition, law enforcement).

The objective of securing support for their own
specific set of standards for Al and new
technologies is an intrinsic part of a number of
recent diplomatic initiatives from both the US and
China’. The US Summit for Democracy in December
is a clear example of how the US is deploying a
wider strategy to consolidate US leadership in this
area.

The EU is lagging behind the US and China on
many Al key drivers. Both the US and China are
pushing to gain acceptance for their own
technologies. These reflect their respective social
models: the first being business-driven and
democratic, the second state-driven and
authoritarian. The EU, which naturally finds itself
closer to the US model, nevertheless has its own
distinct characteristics and is therefore aspiring to
generate its own model°.

But is a European independent approach on Al -
a "third way" - still possible? Do we have the
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political will and means to achieve this
objective? How can we ensure that important
initiatives at sectorial level, such as the EU-US
Trade and Technology Council support this
ambition?

This ART paper builds on interviews with top
European experts on key aspects of Al and its
impacts in the run up to the October European
Council. It includes the results of a GSC analytical
exercise using the futures wheel method, which
offered an opportunity to examine a hypothesis in

which China, in line with its current Al strategy,
achieves world primacy in Al and to assess how this
would affect the EU.

Having examined the political impact of Al from the
angles of power, democracy, social cohesion and
environment, this paper:

1. Assesses the challenges for Europe in developing
its own “third way”,

2. Underlines the importance of continuing political
engagement within the EU at the highest level.

KEY IMPACTS OF Al

Transforming the EU model

-

POWER

Ultimately Al is about
power. Those who control
this technology will have
access to exponential
gains.

Al accelerates existing
trends and creates new
challenges for democracy.

Source: ART

Al is transforming the EU
social model. While it
creates new activities and
opportunities it could also
exacerbate inequalities.

Al has many positive
applications for the
environment. But
currently Al is still
extremely energy and
resource intensive with a
heavy toll on our planet.
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I. THE POLITICAL IMPACT OF Al: POWER,
DEMOCRACY, SOCIAL MODEL AND
EARTH

It is not clear whether Al will one day replicate
human intelligence and become fully autonomous.
But specific Al systems are already deployed and
used on a large scale in areas such as facial

Al, which is heavily reliant on data extraction and
computation power, now plays a central role in
the digital revolution and tech industry, which is
evolving at an exponential rate. In 2018 it was
estimated that the quantity of data being produced
was doubling every eighteen months, with a
projected total increase in global data volume of
530% by 2025°. Several of the experts consulted
considered that we are not just facing a new
industrial revolution but a radically different world.

recognition, scoring for human resources
recruitment, accessing loans, profiling customers,
fraud detection, cybersecurity or operating
weapons.

Exponential advances are outpacing the linear
development of the social and political institutions
which arose out of the industrial revolution'®. The
digital revolution is by nature very different, and
impacts directly on power, democracy, the social
model and the environment, four key elements of
the EU model". Our capacity to understand and
anticipate these rapid developments is becoming
an ever greater challenge.

October 2021 | EN | Reflection paper 3



FEATURES OF Al

o Pervasive: affecting all areas of human life and activities. Combining low visibility with high impact (e.g.
shifting from telephone to smartphone).

o Disruptive: Al being a transformative technology, it enables many other key technological developments
such as quantum computing, biotechnologies, robotics or cybersecurity.

e Cumulative: productivity gains are very high but concentrated (in a few companies, people, regions),
generating monopolies and a massive comparative advantage for the winners in the Al race. The speed of
scaling is key.

» Extractive'? Al is a "mining industry". Mining of physical resources for the heavy infrastructure required
(datacenters, clouds, etc). This has a heavy impact on the environment (mineral extraction, use of natural
resources such as water to cool data centres), consuming of huge amounts of energy. Mining of data, using
brutal computational power to run algorithms on databases, and extracting users’ attention, all available for
the taking. Both processes generate a chain of low-cost workers (in the mines, stores, delivering services...).

¢ Exponential: having seemingly no limits, nurtured by the idea of exponential growth, with a global reach.
Every cluster of innovations increases the speed and tempo of innovation.

¢ Reductionist: data economy tends to reduce the human subject to a data object, simplifying context and
human complexity to statistical inferences, shifting from causality to correlation (e.g. predictive police/justice).

e Unpredictable: accelerating innovation and breakthroughs (genetic engineering and nanotech, digital
immortality through digital twins, augmented cognitive/physical capacities...), making the future both closer
and unknown.

Unlike the industrial revolution, digital technology is
generating powerful technical tools which do not
necessarily respond to a pre-defined need but
which create new demands (e.g. the number of
apps available on our phone far exceed those we
actually use'). The pace of technological
development also outstrips the political decision-
making process, which finds itself in reactive mode.

Digital technologies and Al are creating more
uncertainty about even the relatively near future in
an already fast evolving world. These developments
require complex decisions, and accentuate
dilemmas such as how to find a balance between
security and privacy, or innovation and regulation.

Al DILEMMAS

On Power, Democracy, Soclal Model and Earth/Environment

- State vs private sector - Polarisation vs unity - Jobs losses vs creation - Climate change

- Surveillance vs privacy - Innovative vs traditional ~ Wealth concentration vs mitigation vs energy

- Geopolitical & industrial politics redistribution consumption
autonomy vs Individual vs collective - Dignity vs“gig Extract resources vs
dependence identity economy*/basic income preserve the
Al vs conventional Harmful content vs ~ Survelllance vs workers' environment

warfare freedom of speech rights Al virtual nature vs
- Ethical Al vs Al-enabled -~ Democratic freedoms vs ~ Salary stagnation vs hidden costs of infra-
security threats public efficlency capital expansion structure
~ Welfare state vs tax - Social utility vs individual
avoidance satisfaction
b —

Source: ART

October 2021 | EN | Reflection paper 4



Power

Ultimately, Al is about power. Those who control
this technology and its infrastructure, with sufficient
data, energy and resources, will have access to
exponential gains, opening the door to other critical
technologies. This will also allow them to influence

others, and to project their values, and their political
and social models. In so doing they will achieve a
dominant position, whether they be a state actor or
a private company.

Market capitalization of the largest tech companies: the EU is barely in the picture

61% @

* 7 out of the 10 largest tech

companies (by market cap) are US:
#1 Apple (2,353 Bn USD)
#2 Microsoft (2,096 Bn USD)
#3 Amazon (1,798 Bn USD)
#4 Alphabet (1,704 Bn USD)
#5 Facebook (1,014 Bn USD)
#7 Tesla (655 Bn USD)
#10 NVIDIA (517 Bn USD)

* 33 US companies in the top 50

* 61 US companies in the top 100

Source: ART (Figures from Companiesmarketcap.com, 6 July 2021)

Al consolidates biases and beliefs. It draws on
and learns from databases which inevitably reflect
past economic and social reality, and which are
often limited to a particular group in society or
relate only to very specific local situations, Al tends
to favour dominant models and trends. And
algorithms enable Al to influence and manipulate
emotions and opinions (filter bubbles, algorithmic
amplification, tracking of emotions, deep fake, fake
news, etc.).

Al also facilitates a shift from public to private
power, with a blurring of the lines between public
and private functions, including in the military field.
This leads to a growing risk of the privatization of
public goods and questioning of the relevance of
some public services. Major non-European tech
companies have grown - either naturally or through
acquisitions - into behemoths that outstrip their
competitors, and cannot easily be controlled or
influenced. They drive innovation outside the public
arena, fuelled by a high concentration of data,
talent, infrastructure and capital. As a result of their
rapid growth, many of these companies have

* 2 EU tech company in the top 20:
#13 ASML (NL, semiconductors) (288 Bn USD)
#20 SAP (DE) (167 Bn USD)

* 4 EU tech company in the top 50:
#36 NXP (NL, semiconductors) (56 Bn USD)
#39 Infineon (DE) (52 Bn USD)

* 9 EU tech company in the top 100

* UK counts 1 tech company #70

* 2 Chinese tech companies in the top 10:
#6 Tencent (711 Bn USD)
#9 Alibaba (591 Bn USD)

@

+ 5 Chinese companies in the top 50:
#29 Kuaishou Technology (92 Bn USD)
#31 Baidu (70 Bn USD)

#44 SMIC (35 Bn USD)

* 8 Chinese companies in the top 100

established themselves as monopolies, limiting the
possibilities for others to enter the market or for
existing companies to scale up rapidly.

In line with libertarian, objectivism and
cybernetic culture'®, numerous Al projects use
localised technology that can have the effect of
circumventing or weakening the state. Many tech
companies see themselves as offering more
effective and rapid solutions than state actors. By
basing their product on a virtual community
without borders, they can appropriate market
power to the detriment of private individuals,
including in areas historically reserved for the state,
such as currency, education, identity, space
exploration and - increasingly - security. There is a
risk that in future, a few powerful tech leaders could
claim a legitimate role in establishing the general
interest.

The practices of surveillance, classification and
tracking of individuals, such as consumer
profiling and security scoring, are increasingly
used by both private and public entities either
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separately or in cooperation. For instance US law
enforcement agencies increasingly depend on the
tech industry for their work. Examples include the
accessing of doorbell cameras sold by Amazon for
protecting private property, and trawling individual
location data provided by Google geo-reference
tools on an unprecedented scale'®. This makes it
even more difficult to set limits and safeguards on
the exercise of such practices and to preserve
individual rights and freedoms. At the same time,
individuals are increasingly ready to accept
limitations on their privacy in return for
convenience (e.g. face recognition used for
unlocking iPhones). The discrepancy between the
power of big tech companies and their lack of
transparency and accountability to society as a
whole raises fundamental issues about the
respective roles of the state and the private sector.

Democracy

Al contributes to the acceleration of some existing
trends, and creates new challenges for democracy.

In liberal democracies, Al systems may facilitate
the degradation of the social cohesion which is
needed to give democracy its legitimacy. Various
phenomena such as the algorithmic amplification
of mis/disinformation, hate speech and terrorist
content, conspiracy theories and deep fake, the
ability to customise messages to individuals, when
used on a massive scale, weaken trust in democratic
processes, public institutions and objective
scientific truth. The misuse of Al risks exacerbating
the existing trend towards a polarization of
opinions, not just on policy issues but also in
relation to core values. This can lead to an
undermining of the freedom of expression and the
sharing of objective information.

Social media and their Al algorithms have
changed the nature of democratic debate, of public
deliberation and citizen participation. On the one
hand, they have enabled much greater participation
in politics, particularly by young people, but they
are hollowing out face-to-face social life and are
undermining the capacity of civil society to flourish.
Social media amplifies criticism of representative
democracy. At its worst, it can alienate support for
traditional political parties, push an anti-
technocracy, anti-elite discourse, generate
impatience with the length of the democratic
process, and give credence to the idea that every
opinion has the same value. Al systems help give
greater weight to the importance of the individual

Al plays a growing role in geopolitical rivalry and
the balance of power. Al is increasingly described
as the "new nuclear". It is expected to offer a
decisive advantage to those who exploit it to
generate new types of threat or new ways to
conduct warfare. Those lagging behind, whether for
technological or ethical reasons, will end up using
soldiers to fight machines and being strategically
and tactically outpaced. Russia and Turkey are
already testing the use of Alin the battlefield.

Imbalances of power between those able to use Al
and those left behind, notably developing
countries, may also lead indirectly to wider tensions.
That could include the struggle to control critical
resources and energy sources.

over the collective good, including by amplifying
ideologies based on identity. Algorithmic
amplification increases tensions and uncertainty
around the limits of free speech.

Performance tends to take precedence over civil
rights. Citizens are now used to having constant
and immediate access to personalized services
through their smartphones. This can create
heightened expectations from citizens that the
public sector should be able to match this speed
and efficiency of delivery, which is not always the
case. The pandemic has accelerated this trend.
These expectations can by stealth lead to a higher
toleration or even embrace of illiberal and
illegitimate political systems on the grounds that
they deliver more efficiently.

Al systems can reinforce the effectiveness of
non-democratic governments. The ability to
concentrate and centralise information tends to
reinforce authoritarian states by enhancing their
ability to control their own population, improving
their capacity to spy on their opponents, interfere in
elections and weaponize social media beyond their
borders in order to increase polarization and
distrust in democracy. By promoting their own
expertise and Al systems beyond their borders',
they can expand their business model to include
potentially like-minded countries, and by
militarizing the use of Al systems, can increase the
overall threat to democratic states. Organized
crime and terrorist groups are also empowered
by the open and value-free access to Al, making
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them far more dangerous (e.g. in the area of
biotechnology, existing online labs powered by Al

Social model

Al is already transforming the labour market
and the workplace. Whilst it creates new activities
and services, it also generates concerns about the
quality and quantity of jobs, as well as about the
viability of the modern welfare state. Training and
education will be crucial, both to improve the
understanding how Al works and to provide the
workforce with necessary new skills.

There is no definitive view over the gains and losses
generated by automation. On the positive side, Al
may create many new types of jobs in the medium
term, in the same way that banks moved to create
new jobs in the areas of financial services
(insurance, etc.) following the introduction of ATMs
in the 1990s. Al may also create numerous jobs
directly related to the operation, maintenance and
programming needed to support Al itself. Some
question this analysis, and are concerned that the
development of Al will concentrate productivity
gains in the hands of relatively few higher qualified
individuals. They also doubt the feasibility of re-
training low-skilled workers for Al-related jobs.
However, examples of this already exist: China has
started training farmers to pilot drones in order to
achieve higher productivity in the agricultural
sector with promising results.

It is also very important to understand the impact of
Al on socio-economic inequalities and revenues.
The tech industry has accelerated the phasing out
of the redistributive model based on the loop in
which value is turned into wealth which is then
spread across society. In a tech economy, wealth is

Earth and the environment

Alis both a challenge and an opportunity for the
earth and the environment'®,

Al offers the promise of optimising industrial
processes and the use of energy, thus reducing the
carbon footprint of human activity. It could also act
as a catalyst for breakthroughs in key areas such as
biotech. Together with other digital technologies, in
particular robotisation, Al can also improve the
ability to anticipate and cope with the impacts of
climate change and extreme weather events. In
the area of agriculture, it can help ensure the
continuity of food supply chains and promote a
range of different approaches to production,

may in the near future enable the sequencing of
viruses outside laboratories).

increasingly concentrated in the hands of few
people, companies and cities, with more limited
scope or willingness to push for redistribution and
tackling inequality (the nature of the tech industry
means that it is able to reduce significantly its tax
liability). This creates a challenge for governments
to adapt the existing taxation model and to ensure
the sustainability of the welfare state model and its
safety nets. It may deepen further the cleavage
between those with access to high-value goods
(education, health, security, housing, augmented
capacities) and the have-nots. The middle-classes,
which are the core of western liberal democracies,
are particularly threatened by the automation
generated by Al, at least in the short to medium-
term.

Jobs dignity and workers’ rights are also at stake.
The “gig-economy” generates a new sector of
employment which is more precarious, but which
may well become the main source of employment
for low-skilled youth in particular. The idea of a
universal income may not be accepted as an
alternative to jobs, as employment is still seen as
offering purpose and dignity. At the same time,
some workplaces risk being increasingly influenced
by Al, both as a result of the use of more intrusive
control of personnel, and as part of a shift to the
commoditisation of the workforce through the use
of algorithms. This is part of a longer-term wider
trend of using data to facilitate productivity as a
way of increasing capital, whilst salaries and
purchasing power stagnate.

thereby reducing the use of chemicals and
increasing overall crop productivity. Al could also
accelerate research into new renewable energy or
help accelerate the development and
commercialisation of existing research. Al and
digital therefore have considerable potential to help
achieve the objectives of the green deal.

There are however other aspects of the current
infrastructure underpinning Al which are much less
positive for the environment. The common
perception of Al and other digital technology is that
of an immaterial world. The terminology used in this
field is also pushing in that direction. Words like
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"cloud" give the false impression of a light footprint.
The reality is very different. Its infrastructure is far
from being immaterial. Huge data centres are
needed, which are both resource-intensive (water
to cool the systems or rare earths that are extracted
using extremely polluting processes) and energy
consuming (to support the massive computational
power needed by current Al). This is having a major
impact on the environment and is likely to increase,
although just how much is difficult to assess given
the lack of data from the tech industry.

The resource and energy intensive processes
underpinning Al and digital raise the wider issue of
social cost and how to prioritise scarce
resources. Given the finite limits to energy and
other vital resources, and the increasing pressure to

Il. AEUROPEAN THIRD WAY?

If the EU wants both to be a serious player in the
development of Al, and at the same time develop
its own specific model, it will have to face up to
some tough choices. In 2018 the EU adopted a
comprehensive strategy and a Coordinated Plan on
AlI*' But if the EU cannot deliver, others will be able
to set the rules. That risks creating a loss of
legitimacy and trust from EU citizens in their
national and EU institutions. Ultimately, it would
leave the EU without the capacity to act
autonomously.

Values are important, but without the exercise of
hard power based on clearly defined interests, they
have limited impact. The EU’s competitors have put
Al at the centre of their global power strategies,
which involves them recovering control over the
big tech companies. In the US, pressure is
increasingly being exerted on the tech giants
through competition cases, while in China big tech
groups are being brought back under tight political
control. At the same time Russia is investing
massively in military Al. What these countries have

reduce dependency on them as part of reaching
the objectives set by the green deal, priorities will
have to be set'?. As one expert put it: should we
prioritise using energy for Al for gaming and
entertainment or for medical treatment? In general,
the energy used by Al greatly exceeds the
equivalent energy used by human brains: the
hardware used to run Deep Mind's Al programs for
playing Go uses 22,000 times more energy than the
human brain (440 KW compared to 20 W). And
technology such as quantum computing,
blockchain and NFT# also use massive amounts of
energy. All this means that society will need to
question when and where it is justified to devote
large quantities of energy to Al. Indeed the question
arises as to what extent the green and digital
transitions are mutually compatible.

in common is that they are aligning their tech
industry to their national interests.

The EU is lagging behind in terms of both
embracing and developing Al. US tech companies
dominate the sector, but China is rapidly catching
up through an aggressive and ambitious strategy.
Social media in both the US and China also play a
role as vectors of cultural and political influence in
Europe.

Although the EU is home to a number of leading
research capabilities and top-level players in some
niche areas (telecoms, satellites and launchers,
undersea cables, and super-computers), its
approach is fragmented, and it has been unable to
act as host to either a large Internet platform or
cloud provider. The EU struggles to transfer quality
Al research into viable business models and
applications. The EU’s digital gap has become an Al
gap?. And with Brexit the EU has lost one of the
major European players in Al (see annex).
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Comparison of the US, China and the EU on Al

The overall score: #1 US (44,6) #2 China (32,0) #3 EU (23,3)
US still holds a substantial leadin Al [EE]
Weighted scores, 100=total + Adjusted by the number of workers the scores are: #1 US
50 (58,0) #2 EU (24,2) #3 China (17,8); But China has narrowed the
distance with the US since 2019.

40
30 * China has made incremental progress: if it has not significantly
e - closed the gap in Al with the US, China is reducing the gap or
extending its lead over the US in more than half of the
10 updated metrics; its trend of consistent progress could
eventually evaporate the US lead.
° us CN EU
®Development = Talent #Research * In contrast, the EU has made progress relative to the US in only
mHardware  mAdoption mData slightly more than 25% of the updated metrics. As such, the US

Source: Center for Data Innovation, January 2021 has maintained or expanded its lead over the EU in nearly 75%

of the updated metrics.

(Source: Deutsche Bank) =
(Source: Center for Data Innovation, 2021)

Note: On the basis of the Center for Data Innovation study (2021 - update of 2019 study), the US still has a substantial overall lead, but China has

continued to reduce the gap in some important areas; the EU continues to fall behind.

If the EU continues to lag behind the big digital
powers, the attractiveness of the EU model will
decline. The "Brussels effect" cannot be taken for
granted, not least as Europe’s overall share in the
global economy decreases. In any case, the
“Brussels effect” is largely a function of the
economic weight of the EU in a given sector.
Without a serious tech and Al industry, the EU will
struggle to influence global tech and Al standards.

The EU and its Member States must invest more in
digital technology, and focus on delivering the next
wave of technological breakthroughs. However,
without a genuine digital single market, the

capacity of European companies to scale up quickly
will be very limited. In the long term, it will prevent
the EU from creating European global champions.
In addition, Europe does not have an adequate
system for providing sufficient risk capital compared
to the US or China. This is partly a function of the
European risk avoidance culture. In the absence of
sufficient venture capital, public funding, including
public procurement, will be needed to fill the gap.
Mobilizing significant funding within a short
timeframe is important, but Europeans must also
get better at translating innovation into large-scale
business and commercialising its high quality
research.
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Venture capital and private equity funding in Al (million USD) - 2021

EU 3207

us

China
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Source: ART (Figures from Center for Data Innovation, 2021)

g |

14 345

8000 10000 12000 14000 16000

|

Note: The US leads for venture capital in Al (>4 times than the EU in 2019). The US (estimated $14.3 billion) led China (estimated $5.6 billion) and
the EU (estimated $3.2 billion) in venture capital and private equity funding for Al firms in 2019. The EU has lagged behind the US and China every

year since 2016.

Despite the head start that the US and China have
over Europe in many areas of technology, the EU
still has the potential to compete, but it will take
time to build the necessary structures. The EU has
the brainpower and technical expertise to become

a serious competitor in areas such as the
development and production of semiconductors,
but strong political will and a high level of ambition
are needed if it is to develop its own capacities
quickly (@and before it is too late).

Comparison between the US, China and the EU in key enablers of Al

' BSOS 09 .
: 90009
F 9000956

Source: ART (Figures from Center for Data Innovation, 2021)

The risk for the EU is that it will find itself torn
between the US, championing technology in
support of democratic values, and China, leading in
regulated and state-controlled Al. In this great
power competition, the EU could end up losing its
capacity to shape and even influence international
standards and the governance of Al, which risks
becoming a battlefield between the US and China.
In such a scenario, it might be difficult for the EU to

The US leads in 4 categories (talent, research,
development, and hardware), and China leads in 2
(adoption and data)

The EU:
* s just behind the US for talents & just ahead of US
for adoption
* is just behind China for research & ahead China for
development
* lags behind US & China in hardware and data

avoid taking sides. This would probably create
divisions between Member States, undermining EU
cohesion. There are already indications of what this
might mean, with concerns from some Member
States that initiatives such as the EU-US Trade and
Technology Council will inevitably lead to the EU
having no choice but to align with US technological
standards.
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Looking at a not so distant hypothetical future: China becomes the leader in Al in 2030
A GSC analytical exercise using the futures wheel method*

China has taken full measure of the critical role of Al for businesses and society. Already in 2017 China's State
Council issued a “New Generation Artificial Intelligence Development Plan” - a strategy to make China a global
leader, if not THE global leader, on Al by 2030. Whilst some consider the Chinese level of ambition unrealistic, the
US National Security Commission on Al (NSC on Al) takes China’s ambitions and quick progress very seriously.
Whether or not all its objectives will be achieved on time, China is spending and will continue to invest
considerable political capital and resources in the implementation of its plan.

Not only has China developed principles relating to ethics, human well-being and societal risks, but it also
intends to establish itself as a driving force in setting international standards for Al and ethical norms.
Commissioner Vestager once said on Al “China has the data, the US has the money, and we have the purpose”.
Recent developments have however shown that both the US and China have the purpose, the data, and are
investing heavily in Al.

Based on these considerations, ART, supported by other GSC colleagues, facilitated an analytical exercise to
look into a hypothesis in which Ching, in line with its current Al strategy, achieves Al world primacy and to assess
what this would mean for the EU:

Impact on the
EU’s role and
influence

Internet and access
to information are
increasingly shaped
by China

Traem) IF China

tensions
between EU becomes

Member States the leader
L
2030
Europe becomes a EU companies
Marginali- battleground for move their (high-

ofa Eurct‘pean US-China Prlmar, value chain)

“third way” & competition activity to China
loss of influence effects

on EU
neighbour-hoog

Reduced access China becomes a
more responsible
global player

1o resources

and raw Secondary
e effects

Source: ART
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lll. PUTTING THE EUROPEAN COUNCIL AT
THE CENTRE

The only guarantee that the EU can retain its
autonomy of decision-making and secure its
collective prosperity is by developing its own
distinctive Al model. Whether we like it or not, Al
cannot be stopped, and others are moving ahead
fast. If Europe lags too far behind the US, China and
other rising digital powers, it is likely to end up
marginalized, and the European social model could
even be undermined. Al technology is pervasive
and is growing exponentially, which means that it is
already difficult for Europe to make up for the
existing technology gap, let alone become a global
leader.

Building a European "third way" requires strong
unity from Member States. This means more than
just understanding the political implications of Al. It
will depend on a shared determination to make
Europe a digital power and to take the necessary
action to bring this about. This will only be possible
if all Member States work together. Discussions at
the highest political level should be used to raise
awareness of how much Europe is falling behind,
assess the willingness of Member States to
cooperate, and launch a set of initiatives which
would be subject to regular peer review. Given the
speed at which Alis evolving, the overall approach
would need to be innovative, flexible and light on
bureaucracy. Engagement at leaders level is likely to
be the only way of overriding narrow sectoral

interests and encouraging a genuine horizontal
approach. It would also offer a coherent framework
for the development and implementation of policy
across the institutions, in particular the Commission
and European External Action Service.

Such a process could benefit from the support of a
network of selected independent high-level
European experts. By bringing experience and
expertise to the table, they could help in
understanding and anticipating technological
breakthroughs, and in assessing their impact, risks
and opportunities. Expert input would encourage
the innovative thinking that is necessary for Europe
to face the range of challenges presented by Al.
Understanding the nature of Al systems is
particularly important given their increasing
complexity.

By way of comparison, the US President has
recently revitalised the Presidential Council of
Advisors on Science and Technology (PCAST),
the direct descendent of the scientific advisory
committee established by Eisenhower in 1957 right
after the launch of Sputnik, which was regarded by
the US as a strategic surprise.”* The President has
framed the agenda of PCAST through five key
questions, of which three are concerned with
research and innovation. All of these are framed in
terms of how they support US interests.

The five key questions from the US President to the PCAST?**
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Alis constantly evolving, but Europe cannot afford
to wait to see where that evolution leads. The EU
should_harness the power of Al for the benefit of all
its citizens. It must show that Al can be a positive
force for improving the lives of every individual, and
at the same time provide the reassurance that
Europeans are being protected from the misuse of
Al.

In a world where societies are increasingly impacted
by Al, the EU and its Member States have to regain
political control over the Al revolution. The example

of the EU has been a source of inspiration for much
of the rest of the world. Today, that model faces
significant challenges. To remain relevant in the
digital age, the EU will also need to look at how to
adapt, not least to take account of the socio-
economic changes which are being driven by Al.
That will mean reinvigorating Europe’s
democratic framework, modernizing its social
pact and business model, and reassessing how
it relates to the environment.
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ANNEX: EU LAGGING BEHIND US AND CHINA IN ARTIFICIAL

INTELLIGENCE?®

The EU digital market remains fragmented,
because of EU regulation, market structure, a
preference for small/medium sized firms and
national economic interests. US tech companies
benefit from a large and fully integrated domestic
market, while Chinese companies are protected
against competition from foreign companies, which
allows them to scale up.

The EU is not able to benefit from an integrated
civil-military tech ecosystem or from any
sizeable investment in defence. EU spending on
Research and Technology (R&T) in the defence
sector is only recovering slowly from spending cuts
over the last decade. The US spends 3 times more
on Defence R&T than the EU.

Despite a high degree of innovation and a sigificant
number of digital startups, Europe remains a net
importer of digital services: while most Al-related
investments in Europe are from European sources,
many of the continent’s most successful digital
companies—such as Skype (Estonia/Sweden),
Shazam (UK), and Momondo (UK), among others—
have been acquired by American or Chinese tech
giants.?’

Cultural differences and innovation ecosystems
play an important role in the acceptability by
policymakers of new (and sometimes disruptive)
technologies. Personal privacy and regulation are
important for the EU, but this often comes at a cost
to innovation and risk-taking. The US and China
have also been willing to develop large ecosystems
linking companies, universities, research institutes
and venture capital, with the express aim of
building digital champions.

Brexit could slow Europe’s collective progress
on Al: London is Europe’s most important Al hub,
with 1,000 Al companies, 35 tech hubs, with
reputed research centers such as the Alan Turing
Institute.” The UK accounted for 57% of EU Al firm'’s
funding in 2019.%

A US/China economic decoupling with respect to
standards, data governance and critical inputs
(supply chain equipment) entails potential risks
for the EU, e.g. an increasing fragmentation of
markets or of the global Internet (“Splinternet”),
requiring dual systems or flexible architecture by
exports and investors.

Even in those areas where the EU was ahead (e.g.
Al), it is now rapidly losing ground, with fewer
opportunities to recover. Numerous European
initiatives in key technologies have been launched
(cloud GAIA-X and the Important Project of
Common European interest “Next Generation Cloud
Infrastructure and Services”, blockchain, quantum,
space, data, cybersecurity, European Defence Fund,
the EU consortium on 6G Hera-X, the future
Observatory for critical technologies, etc.) but
delivering quickly remains a major challenge
(e.g. the proposal for European data spaces in the
European strategy for data of February 2020 has still
not been implemented).

The EU Digital decade’s objectives might seem
not ambitious enough or too far ahead compared
to the pace of US and China (e.g. reaching
approximatively 100 unicorns in 2030 still means
having 3,7 times fewer unicorns than the US and 1,5
times fewer than China had in 2021).
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