Al “Value Chain” (CMA View)

Model requirements inform chip design (and vice versa)
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Deploying Al models in apps that users interact with Relevant data to context at inference
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ChatGPT: “How should competition authorities
regulate Generative Al companies?”

“Competition authorities have a vital role in ensuring that generative Al companies
operate in a manner that promotes fair competition and prevents market abuses.
Here are several strategies and considerations for competition authorities when
regulating these companies:

1. Preventing Market Dominance

* Merger Control: Scrutinize mergers and acquisitions involving Al companies to prevent the creation of
monopolies or dominant players that could stifle competition.

* Market Share Monitoring: Keep a close watch on the market share of major Al companies to identify
and address any anti-competitive practices.

2. Ensuring Fair Access

* Data Access: Enforce regulations that ensure fair access to critical datasets. I__arﬁe Al companies
should not monopolize essential data resources needed by competitors to train their models.

* Interoperability Standards: Mandate interoperability standards that allow different Al systems to work
together, thereby reducing barriers to entry for smaller players.

3. Addressing Anti-Competitive Practices

* Predatory Pricing: Monitor and prevent predatory pricing strategies where established companies might
undercut prices to drive out competitors.

* Exclusivity Agreements: Restrict exclusivity agreements that prevent smaller firms from accessing
essential services or technologies.



ChatGPT: “How should competition authorities
regulate Generative Al companies?”

4. Encouraging Innovation and Entry

* R&D Support: Support research and development initiatives for startups and smaller companies through grants, tax incentives, and public-
private partnerships.

* Regulatory Sandboxes: Create regulatory sandboxes that allow new entrants to experiment with generative Al technologies in a controlled
environment without the full burden of regulatory compliance.

5. Transparency and Accountability

* Algorithmic Transparency: Require companies to provide transparency about their algorithms, particularly when they have significant
market influence. This includes disclosure of how their algorithms influence market behavior and consumer choices.

* Audit Mechanisms: Implement regular audits to ensure compliance with competition laws and to investigate any complaints of anti-
competitive behavior.

6. Consumer Protection

* Consumer Choice: Ensure that consumers have access to diverse Al-generated content and are not unfairly locked into using a single
provider's services.

* Pricing Transparency: Mandate clear pricing structures for Al services to prevent hidden fees and ensure that consumers can make informed
decisions.

7. Collaborative Approaches

* Industry Standards: Promote the development and adoption of industry-wide standards for generative Al, facilitating competition on a level
playing field.

» Stakeholder Engagement: Engage with a broad range of stakeholders, including smaller Al firms, consumer groups, and industry experts, to
inform regulatory approaches and ensure they are balanced and effective.
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8. Monitoring and Enforcement

* Proactive Monitoring: Develop capabilities for proactive monitoring of Al market dynamics to
identify and address anti-competitive behaviors swiftly.

* Penalties for Non-Compliance: Impose significant penalties for companies found guilty of anti-
competitive practices to deter future violations.
9. International Coordination

* Global Cooperation: Work with international competition authorities to address cross-border
issues related to generative Al and to develop consistent regulatory frameworks.

« Harmonization of Regulations: Strive for harmonization of competition regulations across
jurisdictions to prevent regulatory arbitrage and ensure fair competition globally.
10. Education and Capacity Building

* Training for Regulators: Invest in training for regulators to understand the technical aspects of
generative Al and its implications for competition.

* Public Awareness Campaigns: Educate the public about their rights in the Al marketplace and
how to recognize anti-competitive practices.
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