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Presentation Builds On Two Earlier FSN Presentations On AI 
in December 2024,  September 2025

Two Earlier SSRN Working Papers May 2025 and  February 
2026 

Presenter’s More Recent Research and Working Paper on AI 
and Competition as the Penultimate Double-Edged Sword 
 Presented at two virtual sessions of the course on this topic 

organized by India’s CUTS Institute for Regulation & Competition in 
April 2026.  

With updating based on the Many Provocative AI articles 
Published over Past Six Months -- see very long bibliography 
(sorry about that) and main text indicates, in parentheses,  
sources for key articles 
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And research, working papers, conference presentations of 
presenter over more than two decades that applied behavioral 
law and economics and the complexity lens to: 
Compliance and non-compliance of digital and more conventional 

regulated entities with laws, regulations and social norms

Decision errors of regulatees and regulators, and the true and full 
opportunity costs of non-compliance

Regret, regulations and better understanding regulatory compliance 
through the prism of regret

Distinctive behavioral and  cognitive attributes of the rich and 
powerful AI & other oligarchs

Competition and other regulatory challenges posed by the 
increasingly crowded and dynamic digital marketplace now even 
more crowded with AI models and agents
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Explore, discuss, share views, ideas, perspectives and musings on four 
major, interrelated, and overlapping themes and challenges important 
to competition and related economic complexities in  current and 
future AI/ML digital economy

1) Many complexities, uncertainties, crises and polycrises of post-COVID 
recovery period for sub-national, national, multi-country regional and 
global economies

2) With artificial intelligence (AI), machine learning (ML), large language 
models (LLMs), generative AI, Agentic and Identic AI 

3) Adding other layers of complexity, uncertainty, ambiguity, perplexity, 
contingency, doubt and anxiety to global, national, and other economies 
leading to 

4) More frequent and consequential decision errors by governments and 
their competition and other legal and regulatory authorities, non-state 
regulators, regulated entities, and all other economic and social actors
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Complexity and chaos of 

the Post-Covid recovery 

period for global, 

regional, national, sub-

national, economies and 

political economies 

AI, ML, DL, LLMs, other 

generative and predictive AI  

in digital space and global 

wild -- adding manifold 

layers of complexity and 

chaos to global economy

Illegal, anti-social, corrupt & 

non-compliant decisions, & 

AI, digital, and related errors 

of firms, & other often 

complex regulated entities: 

AI creators, owners, users

More frequent and costly 

decision, AI & related errors 

of government authorities 

and non-state regulators at 

various spatial scales from 

local to global
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Selected insights, inferences, & “guesses” of presenter, 
requiring further study, take up rest of presentation 
Overarching Theme: All aspects of AI, ML, DL, LLMs & 
Generative, Predictive, Agentic and Identic Artificial Intelligence 

Encompass complexity, uncertainty, ambiguity, unpredictability, 
contingency, perplexity, chaos, novelty, doubt, anxiety, and many 
“known and unknown unknowns” with

Effects, implications, consequences that are pervasive, perverse, 
challenging, under-analyzed, and increasingly difficult to

Accommodate, tolerate, manage and understand for all AI and 
other digital actors and rest of us, functioning within

Paradox of Global economy & AI struggling together in 
fragmented, polarized & increasingly interconnected & 
networked “global wild” 
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Whereby, over past two years, AI benefits/goods are getting better, AI 
harms/bads are getting worse, becoming more controversial, and receiving 
more attention by media, governments, scholars, others  
 Double-edged swords and related continuums become more frequent 

and complex as LLMs and generative AI size, complexity and 
sophistication expand 

 And sword width becomes greater, both sides become sharper & more 
consequential, as well as more challenging to assess using 

 Benefit/cost, econometrics, other more conventional socioeconomic 
impact and related analytical tools 

 Double-edged swords becoming more obvious and daunting across 
manifold domains: healthcare, mental health, environment/climate 
change, education/learning, science/scientific publications, history, the 
law, inequality, power asymmetries   

And increasingly encompass multi-task applications where the same 
task can lead to good and bad conduct and outcomes



More on DoubleMore on DoubleMore on DoubleMore on Double----Edged Swords (2)Edged Swords (2)Edged Swords (2)Edged Swords (2)
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Difficult Trends Expected to Continue and Even Accelerate as AI and 
the Environments Surrounding AI Become
Even more complex, uncertain, unpredictable, chaotic, and 

difficult to govern, understand and explain given AI’s “inexplicable 
and black-box” nature (Rosenzweig 2026 on Plato and masking) 

As AI models become larger , smarter. and more complex, 
sophisticated and autonomous, they also become even more 
 Error-prone, over-confident (Coglianese 2026a and 2026b), biased, 

independent, selfish (Sapio), difficult to control, and difficult to 
understand to all AI players from creators and developers to final 
users and consumers -- the “AI explainability problem”

 And appear to be more like real human beings -- is that a good thing 
given risks and hazards of anthropomorphism (Edwards 2026, Alabed 
et al 2022, Demopoulos (2026), Orts (2026), Donard and Ribeiro 
on “technological mourning” (2026)

One critic contends that AI models should be perceived and tested 
as weapons not apps (Goldstein (2026)
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Over past two years, recent research, articles, Internet blogs etc. focused more 
frequently, aggressively, and convincingly on AI risks,  hazards, harms, other “bads”

 Negative sides of these double-edged swords amplify risk of negativity and related 
biases for all of us 

 Associated especially with excessive AI hype, expectations, promises not achieved, 
errors not corrected, and weird mix of utopian and dystopian existential worldviews 
(Becker 2025, Marcus 2026, Narayanan & Kapoor 2024 & 2025) 

 Leading to negativity versus irrational exuberance continuum, with 

 Hypocrisy, hypocrites and cynicism in the “middle muddle” led by AI oligarch 
billionaires and marketers who insist that humans must be in the middle, but market 
AI as a great mechanism to reduce employment and wage costs

 Heated debates among AI experts regarding how good AI is this year (Shumer 2026 
versus Marcus 2026) – difficult for lay people who are mainly using older “flawed and 
cheaper” models and are wrestling with the “affordability crisis”     

More attention as well to distinctions between generative AI “snake-oil”, predictive 
AI limitations, and related double-edged sword attributes of the technology  

“Better to use LLMs and GenAI as error-prone tool than an oracle” 
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Result From AI Heterogeneity and Multifunctionality When
 Same AI application or tool can conduct multiple functions and tasks 

which can be either benign/beneficial or harmful similar to a Swiss 
army knife

Same AI monitoring tool can either facilitate price collusion and 
mass consumer surveillance or identify and help to prosecute 
anticompetitive, insider trading, money laundering, financial 
fraud, cybersecurity, other wrongdoers and misbehaviour

Each & every function and task carried out by a generative AI 
application can represent a separate and distinct AI digital actor

Requiring flexible and proactive risk management approach  rather 
than ex-ante prohibitions imposed on entire application 

Which would throw AI benefits out with the AI bads bathwater
Possible parallels between nuclear power and AI e.g. Mythos app of 
Anthropic



Expanding Evidence Among AI ScholarsExpanding Evidence Among AI ScholarsExpanding Evidence Among AI ScholarsExpanding Evidence Among AI Scholars
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As AI applications, algorithms, systems, and models become even larger 
and more complex, sophisticated, and autonomous; there are even 
more frequent and consequential
AI hallucinations, BS, deceptions, lying, cheating, (Booth 2026), 

delusions; gender, race, other biases, prejudices, discriminations 
Bad information & advice, disinformation/intentional 

misinformation, workslop, invisible AI errors that are sufficiently 
plausible to be missed/errors with no smells (Schumpeter 2026b, 
Morrone 2026), plus
 “Jailbreaks” and other emergent “misalignment” challenges, 

unintentional & intentional (Betley et al 2025) 
Greater fatigue for both AI chatbots and users (Winters 2024 and 

Liu et al 2024)
AI failures and “model collapse” from bad training data and when trying 
to complete more complex tasks, and then deceiving themselves and 
their human co-workers about their failures (Shumailov et al 2024 and 
Medium 2026)



Expanding Evidence Among AI Scholars (2)Expanding Evidence Among AI Scholars (2)Expanding Evidence Among AI Scholars (2)Expanding Evidence Among AI Scholars (2)
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Major concerns with incorporating “inexplicable”, that is, 
difficult to explain, understand and control LLMs, into robots

Leading to safety and various security risks and other negative 
outcomes and harms that are even more difficult to identify, 
explain and correct by 

Creators, developers, owners, users as well as other actors, 
including policy makers and state and non-state regulators

Taking us closer to sci-fi robot horror stories, and

Growing unease, anxieties, evidence, that artificial general 
intelligence (AGI), AI superintelligence, other “super advances” 

Will make existing AI problems and double-edged swords even 
more problematic, daunting and high-risk (Katzke and Futerman 
2024)
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As Well As Other Non-Private Sector Entities Such As 
Civil Society Groups, Other Non-State Regulators, Health, Education 

etc. Institutions, Other Non-Profits
Expanding number of AI problems, deficiencies, limitations for both 

generative AI & predictive AI are more readily identified, assessed, and 
remedied by 
Business community, other private sector actors, perhaps as well 

final consumers through e.g. boycotts (for further study)
Compared with governments and their policy makers, regulators, 

legal authorities, non-state regulators, civil society groups, other non-
private organizations.

Negative impacts of AI imperfections are easier to identify and remedy 
by businesses through significant and measurable reductions in profits, 
revenues, ROI, the financial bottom-line as well as

Less successful advertising and marketing programs, and higher 
AI investment costs compared with AI generated revenues
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 No similar metrics, indicators, benchmarks, & bottom-lines, for governments, other 
non-private sector entities, making them more vulnerable to staying with same service & 
technology providers and being unduly influenced by 

 Excessive AI expectations, hype and euphoria on efficiency benefits and work force and 
wage cost reductions to point that 

 Human oversight and control of AI, including identifying and correcting AI errors, 
becomes virtually impossible for non-private organizations (and likely many firms as 
well)

 Persistent and meaningful human control over sophisticated AI requires highly skilled 
employees who are paid more than current work force (Claburn 2026b)

 Using AI to reduce government employment and wage costs is especially questionable 
when human oversight on and control of AI is imperative, as needed by policymakers and 
competition and other legal and regulatory authorities

Governments should not promote specific AI firms and AI in general (neutrality is 
essential), should not own AI enterprises (avoid conflicts of interest), and should 
deploy AI with great caution.  Policy, legal and regulatory mistakes through 
inexperience with and misusing AI, and  resulting decision errors, add significantly 
to complexity and chaos in other three sources in Slide 4 Exhibit
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China’s DeepSeek, Moonshot, Kimi K3, other AI App Advances: Constitute 
Existential Double-Edged Sword plus Butterfly Effect of Chaos Theory (see 
2 X.Pin etc. studies in bibliography) 

 No so-called AI experts in US and Rest of  West saw DeepSeek  coming
 Reasonably “good enough” app created by small private firm startup in PRC at 

fraction of cost of earlier US chatbots -- China’s lean AI “less is more” approach and 
open-source/weight not closed/proprietary models with expanding token scarcity 
and costs faced by users 

 Illustrates how emerging market and developing economies, and “Global South”, can 
participate in competitive AI strategic game with US, other “AI-have” countries

 Demonstrated emerging PRC strength across wide range of disruptive technologies 
and how AI development can be 

 More open, inclusive, diverse, accessible, sharing, and “democratic” compared with 
proprietary US approach (Sheehan 2026, The Economist 2026d and 2026e)

With more emphasis on adoption by business and other users, rather than the 
“next big AI thing” such as artificial general intelligence (AGI), super-intelligence, 
and more human-like AI applications and their anthropomorphism risks
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Negative Side of This Existential Double-Edged Sword
 Perverse, counterproductive and highly xenophobic and anticompetitive 

responses of US government and AI digital oligarchs (Dalrymple 2026) 
 As captured in White House AI Action Plan July 2025 and later decision to 

police frontier models in May 2026
 Some critics argue Plan makes promotion of safe, ethical, responsible and 

accountable AI rules and governance through 
 International cooperation and collaboration with China and other countries 

and jurisdictions virtually impossible 
 And could make China the ultimate winner, in long run, of global strategic AI 

competitive game by increasing 
 Long-term potential for global AI governance to be centred on China and its 

expanding BRICS et al network comprised of
 Many AI wannabes such as India, Brazil, Chile, Mexico, South Korea, 

Malaysia, Indonesia, Saudi Arabia, Persian Gulf states
One aspect of broader Global South response to Trump trade, investment, 
technology policies led by PRC and “Silk Road Project”
“A.I. could become a “nuclear bazooka” unless the United States and China find 
a way to build trust and work together” 
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Some Good News. Sophisticated AI models can be employed to detect price 
and wage fixing, other anticompetitive, illegal, and non-compliant conduct.  

Modern competition laws, authorities and regimes  are better positioned to 
address AI-empowered misconduct compared with many other regimes e.g. 
privacy, cybersecurity, copyright, financial services, consumer protection  

But competition and other authorities are hampered by no global and 
transnational consensus on AI rules and growing competition concerns 
regarding 

1) How a few “Big Cloud” digital giant companies, platforms, 
oligarchs, investors, & very large data centres are dominating AI and 
digital ecosystems and supply chains with US in lead, China & perhaps 
India catching up –Widder et al (2025) on big cloud as a future AI 
chokepoint and Rekap (2026a and 2026b) on cloud hegemons, 
intellectual monopoly power, and networked capitalism
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2) How price collusion, surveillance pricing, and other 
cartel and anticompetitive conduct 

 Through AI agent interactions, socialization, cooperation, 
coordination and “swarming” can take place with and 
without human direction and involvement 

 And how cooperation between autonomous AI agents can 
become algorithmic collusion by LLMs and other forms of 
anticompetitive and illegal collaboration 

 Through optimal autonomous learning i.e. self-learning’ 
algorithms and AI socialization (Fish et al 2025a and 2025b, 
Lam and Lovin 2025, Orland 2026 on SpaceMolt, and 
OpenAI 2026). 
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3) Whether, how and when AI can amplify and accelerate 
tipping to monopoly in concentrated product, services and 
labour markets through for example interactions between

 AI neural and other AI network effects and more 
conventional data and digital network effects (Agranat and Gal 
2025, Korinek 2024 and Towson 2025) 

4) How acquihire-driven mergers and acquisitions of 
dominant AI firms can lead to near monopolies of AI talent and 
intellectual property (IP) in product, labour, innovation, and 
other markets (Vandenborre et al 2026) 

5) In many contexts, violations of other laws: consumer 
protection, privacy, financial services, foreign direct 
investment, insider trading, cybersecurity (CPI 2026b), 
copyright, patent, trademark, other IP laws may add more to 
market power and related competition and consumer harms 
than competition law offences 
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6) These violations represent new and unfamiliar forms of abuse of 
dominance and new learning challenges for competition authorities 
and their officials such as regarding: deepfakes, dark patterns/violations 
of decisional privacy; AI driven financial fraud and insider trading, AI-
empowered manipulative nudging, disinformation, defamation, and 
cybersecurity threats; personalized pricing, price discrimination, and 
surveillance pricing

“Defamation by chatbot seems to happen quite frequently, and several 
lawsuits are ongoing as we write this”

7) Requiring more integrated approaches between competition, privacy 
and consumer protection laws (PYMNTS 2026h, Bednar 2026, Voss 
2025, Kirk Fair et al 2025, de Marcellis-Warin et al 2022,  Armstrong 
2008, Government of Canada 2026, and Geist 2026).  

With privacy regulation focused less on individuals protecting themselves; 
and more on making companies legally accountable for their bad privacy 
actions and outcomes (Solove 2026 and Schneier 2026b) 
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8) Good news: many sub-national governments such as 
states in the US, provinces in Canada (e.g. Manitoba), New 
York City etc., are learning how to apply current laws, 
regulations and rules on privacy, consumer protection, 
competition and other domains 

 When global, transnational and national rules are non-existent or 
ineffective (PYMNTS 2026r and CPI 2026j, 2026m, 2026n)  

 While EU and some other jurisdictions are also filling some of the 
AI governance gaps from American federal government inaction 
(Doctorow 2026a) and  

Sub-national and EU rules generate significant transborder effects,  
benefits and costs given transnational & global reach of AI models, 
systems, enterprises, and networks, ecosystems and platforms  
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9) Many AI firms, digital platforms & oligarchs consider market 
power in political markets to be more important than market 
power in more conventional product, financial, labour and 
innovation markets.  

 Influence and power in political markets can be used and abused 
to amplify market power in other markets in AI/digital world 

 AI-empowered political deepfakes are becoming more influential 
and dangerous (Berger 2026)

 Some concerns and evidence that LLMs can and do stifle free 
speech and expression  (Oversight Board 2026)

Need for enhanced research and monitoring so that policymakers 
and the general public can better understand, and have a say in, 
how AI systems and stakeholders affect politics (Metaxa and 
Engler 2026)
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10) Risk that actual and perceived power, mastery, and control over AI and related 
disruptive technology, in uncertain, complex and chaotic global economy and AI 
global wild, would further exacerbate 

Narcissism, solipsism, opportunism, cynicism, other anticompetitive, non-
compliant and anti-social attitudes & attributes of powerful corporate and other 
organizational leaders – called in the literature “paranoid and malignant 
narcissism”  

11) Irony and hypocrisy of AI industry, which ignores, infringes, and breaks 
copyright law by scraping the great published works of literature and music for 
training data. And and then expects strong patent law protection in order to 
establish monopolies, extend dominance into adjacent markets, and provide the 
trenches and moats that “protect their AI castles” (Holt et al 2024 and Simon and 
Whitehead 2024) 

12) How to structure AI-driven business partnerships, collaborations and 
alliances needed to address AI infrastructure requirements and crisis situations --
in ways that are effective but fall short of control and thereby avoid or satisfy 
merger review rules under competition law (OECD 2025, Zheng 2025 and Kylie 
2026)
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13) Strong competition in product, services, innovation and labour markets can force AI 
and other firms to invest more in product safety, fair treatment of workers, and 
ethical, responsible and accountable AI, digital, and related disruptive technology 

14) Over longer term, strong competition, business rivalry, and consumer choice, & more 
innovative and user-friendly products in AI and digital markets in advanced economies, 
may depend more on imports, supply chains, and foreign direct investment from China 
and other emerging market and developing economies in Global South

15) AI driven abuses by employers may be more significant and harmful for workers, 
households and competition in conventional, digital and AI labour markets -- compared 
with AI abuses of consumers and other purchasers and users in product, services, digital 
and related markets 

 Employers who leverage personal data from AI-enabled worker surveillance in order to 
exploit workers in desperate situations and pay them lower wages (Tonsager et al 2026)
will significantly reduce public and worker trust in AI

16) Long-term effects of AI on jobs and livelihoods continue to be debated and 
contested with diverse opinions and many unresolved questions and unknowns –
leading to enhanced worker uncertainty and further erosion of worker and public trust 
in AI and related disruptive technology (Moneycontrol News 2026 and Steinberger 
2026).
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17) Emerging major constraints on supply side, starting with scarcity of 
high-quality (real not synthetic) AI training data becoming a major “trench 
and moat” competition chokepoint in the AI ecosystem in near future.  
In particular when combined with the “big cloud” chokepoint above --
requires integrated approach under copyright and competition law (Bania 
2026, Lim 2026, CPI 2025d and 2026p, Schmidt et al 2026, Medium 2026 
and Bondari 2026)

18) How and why more advanced AI models, tools, “companions and co-
workers”, and their memory, repetition and related attributes, can facilitate 
and encourage recidivism, that is, repeat offending and violations of 
competition and other laws, regulations, rules and social norms and values. 
To extent that AI makes antitrust and other misconduct easier, 
more efficient and less costly, AI models and tools with enhanced memory 
and repetition capabilities also make recidivism much easier, more frequent 
and a bad “lets do it again” habit in many industries and markets (for further 
study).  While AI algorithmic and other monitoring tools can be used by 
authorities to assess risk of recidivism by individuals, firms, platforms and 
industries (Christian 2024)
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19) How AI is making markets “more democratic” through helping 
smaller firms to establish and participate in cartels, price and wage fixing, 
and other anti-competitive, illegal and anti-social arrangements. Ability to 
“tweak” open-weight models also mean that AI users and creators can be 
same person for good or ill

20) How best to monitor the behaviour of AI agents as they become 
more autonomous, able to learn for themselves, and are cooperating, 
collaborating, socializing, and “swarming” with other AI agents (Kaal 2025 
and Fish et al 2025) 

21) Potential for AI driven barriers to entry when AI digital oligarchs and 
their captured governments, starting with the US, prevent current and 
future AI competitors and users, particularly in other countries, from 
having access to more advanced AI frontier models 

22) Colocation environments, encompassing several AI data centres and 
other AI enterprises, can lead to information sharing, foreclosure and 
collective dominance concerns and practices from concentrated control 
over critical AI infrastructure and energy access (Whiddington and Mari 
2025 and 2026)
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23) All AI competition, issues, and possible violations are covered in current 
sections, provisions, principles and rules of modern competition laws 
throughout the global economy from

 Cartels, price and wage fixing, abuses of dominance, and mergers and acquisitions 
through to deceptive and manipulative marketing and advertising when available and 
enforced by competition agencies

 Price and consumer surveillance, cartels, and price and wage fixing are receiving 
most attention in AI and competition literature such as when more advanced AI 
models with complex attributes, are  cooperating and colluding on their own, leading 
to difficult legal liability questions for their human owners and users

 AI-empowered deceptive and manipulative marketing and advertising need more 
attention in many jurisdictions 

24) AI and its complex attributes challenge and complicate competition law remedies 
and theories of harm -- more than competition principles on consumer 
welfare, higher prices, and lower output, consumer choice and product quality  

25) Mexico is considering  prison sentences for serious and dangerous violations 
of AI rules such as malicious deepfakes, disinformation, and cognitive, political, 
electoral, or social manipulations for illicit purposes (CPI 2026l). Similar 
sentences are applied for price fixing and cartels under competition laws in many 
jurisdictions including Canada, providing opportunities for coordination between 
competition and other laws and regulations   
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25) Transnational and global consensus on competition policy and law 
principles, rules, investigation techniques, and enforcement practices are far 
from perfect, complete or even adequate, but are still well ahead of 
consensus on AI rules

 Corresponding consensus needed on (i) AI governance, regulations, rules, theories 
of harm; and (ii) how AI empowered violations of non-competition laws, 
regulations, rules and social norms should be addressed and remedied.  

 Lack of transnational and global consensus on AI side also represents important 
impediment and hindrance to effective enforcement of competition and related 
rules in transnational and global settings

26) Artificial intelligence is continually evolving, constantly changing, often 
disruptive, frequently generating unanticipated surprises/pleasant & 
unpleasant, and some mix of the two, another AI double-edged sword. 
Competition, other authorities, & non-state regulators are often falling behind, 
playing catch-up, and shooting at constantly moving policy, enforcement and related 
targets. In markets that rarely achieve equilibrium and the “steady state” 
Requiring adaptive and future proof laws, regulations, rules, & practices
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27) Challenges of assessing, comparing and regulating AI goods and bads and AI 
double-edged swords when same function of multi-task AI model, application 
or algorithm helps authorities to more easily

 Monitor, identify and target anticompetitive and other illegal conduct, wrongdoers 
and harm but as well

 Helps wrongdoers to more easily and cheaply conduct and repeat price surveillance 
and collusion and other anticompetitive, illegal and non-compliant conduct.  As 
discussed before, AI memory, repetition and related capabilities support and 
encourage recidivism by human users/agents

 Wrongdoers are normally ahead of the game and learn how to deploy AI advances 
earlier than “good guys” 

28) For competition other authorities, ex-ante prohibitions of AI models, tools, tasks 
and functions can result in throwing AI benefits out with “AI bads bathwater”.  
Focus instead on bad intentions and outcomes and novel theories of harm that can 
be modified as AI evolves

Situations where same AI mass surveillance model is a serious competition, 
compliance, social and political problem (McKenna 2026) and competition and 
compliance solution, underline why AI and Competition is the “Penultimate 
Double-Edged Sword”  
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29) Some possible good news from recent AI research on reinforcement 
learning, neuro-symbolic AI, extending cognitive dual process theories to AI, and 
AI models that mimic human collective intelligence

 Illustrate how AI models, algorithms, applications and tools can be designed to 
be more manageable, controllable, resilient, and aligned with human goals, 
values and aspirations. And therefore, are more likely to provide 

 Information, advice and guidance that are pro-competitive and pro-social  and 
favour support for and compliance with competition and other laws, regulations, 
rules and social norms and values that influence competition

30) One possible impediment for further study is that interactions with, and 
reinforcement learning from, opportunistic and malevolent human 
companions, partners and co-workers who strongly prefer 

 Anticompetitive and related non-compliant, anti-social, illegal and non-
compliant conduct and anticipated rents and other ill-gotten gains

 Would neutralize positive effects of recent AI advances – how bad contexts and 
human companions will counteract more ethical AI design is major challenge
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31) Major Challenges for Market Definition, Merger Control, Dominance, Other 
Competition Matters, and Other Regimes From How

 AI, digital and other disruptive technology are facilitating and enhancing the 
omnichannel retail economy when

 Consumers and other purchasers can shop either offline or online and 
 Move seamlessly between the online marketplace, quick and convenient e-

commerce applications, and physical retail stores and 
 Employ both online and offline channels for many product categories
 Illustrating that digital and physical retail channels are seen as highly 

substitutable by consumers 
Therefore, cannot view  them as distinct markets (Mathur et al 2026,  
Jackson and Ireland 2021 and 2024, Ireland 2023, and Herbert Hovenkamp 2026)
Market definition and related challenges can also result from rapidly and constantly 
evolving AI, other disruptive technology, and AI/digital platform business models 
(Spulber 2025, Huang et al 2025 and Singer 2026 ). And from how an advanced, 
self-learning AI model can also change and adapt to its environment after 
introduction and diffusion in the global wild, and thus can be procompetitive today 
and anticompetitive tomorrow, requiring some form of continual monitoring   
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Posed by AI advances for competition & other laws and regulations that influence 
competition, business rivalry and entry,  consumer welfare, and overall economy

Questionable AI-empowered business and regulatory practices and 
related AI advances

 Price discrimination, dynamic and surge pricing, personalized algorithmic pricing 
when prices are set using an individual’s personal data -- transparency is badly needed 
(CPI 2026k, 2026m and 2026n, and Dickson 2026) 

 Incorporating commercial and political ads and payments systems into chatbots 
with sycophantic & strong persuasion attributes (Posada 2026, Barcay 2025, Tang and 
Shin 2026)

 How banks and retailers are using AI to turn call centers into revenue generators 
(PYMNTS 2026e)

 How Amazon and Walmart are pushing AI deeper into the shopping aisle 
(PYMNTS 2026b)

 AI-empowered buy now/pay later schemes (Marquez 2026, Barber and Jackson 
2026, Behera, Astvansh, and Kopalle (2025)
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Other questionable practices
 Grok’s nudification tool (Gentleman and Horton 2026) 

 AI mental health threats posed by voice-first AI chatbots (Augustin 2026,Gupta et al 
2026) 

 Challenges and negative effects of Google AI Overviews on the online information 
ecosystem, content publishers, consumer experience, platform regulation, and copyright 
and competition law (Agarwal and Sen 2026)

 Risks to privacy, autonomy, and human dignity when regulators & other organizations 
employ AI-enabled emotional surveillance of human emotions that are “pre-conscious, 
not manifested and not expressed” -- and nonetheless are used and misused to make 
inferences regarding the intentions and conduct of individuals (Bouchagiar 2026)

 Worker risks, dangers and frustrations when employers are using AI-enabled 
automated decision-making technology (ADMT), and allow “virtual/non-human 
algorithms to be in command” throughout the employment process from recruitment, 
hiring, promotion, and setting wages to discipline and termination – how does a worker 
appeal a bad decision from an error-prone AI algorithm (Tonsager et al 2026) 

These practices are often legal but ethically questionable with high risks of 
consumer, worker,  business, and AI user harm, in ways that can significantly erode 
consumer, user, small business, political and public trust in AI and AI’s reputation as a 
trustworthy technology over the long run (Hayes 2026)   
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 Trust has to be earned continuously through promotion of fair competition, 
safe, ethical, responsible and accountable AI, protecting online consumers 
(Morris 2026), and the “Adam Smith” AI governance model (see below) 

 By AI business creators, developers, and users and by governments -- Ivarsson 
and Lindwall (2023), Lahusen et al (2024), and Sanga and Givati (2026) on 
declining trust in major institutions, dynamics of trust, and elite drift

 AI adds to policy, legal and regulatory complexities of innovation-driven 
mergers
 Such as killer and reverse killer acquisitions of nascent competitors alleged to 

suppress current and future dynamic competition and innovation
 And “slack” acquisitions and acquirers when start-up innovation and creativity 

virtually disappear within much larger merged entities (Taladay and Ryu-Naya 
2025 and Corradi 2026)

 Like greenwashing “AI washing” occurs when enterprises exaggerate their AI 
capabilities and successes, as well as their compliance with AI relevant rules and 
social norms -- including compliance with rules that existed before AI 
(PYMNTS 2026a and Woollacott 2024)
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 Ironic that AI-empowered prediction markets are being used more and more 
by the media, and private and public sector organizations and their officials 
(Alexander 2026) -- despite well-documented insider trading risks and advice from 
experts that AI should be employed as an error-prone tool rather than an oracle 
(Matsumi and Solove 2025, Narayanan and Kapoor 2024 and 2025 and CPI 2026e) 
“AI excels at predicting the past”

 Competition agency officials have tended to ignore how violations of FDI, IP, 
privacy, consumer protection, and other non-competition laws and 
regulations can harm competition, business rivalry and entry, as well as innovation 
and consumer welfare – what can be called “the competition law is king bias” 

 Procurement officers in businesses, public sector and other organizations, and 
government officials in policy, legal and regulatory agencies are

 Subject to, disrupted and impeded by, and vulnerable to, the same AI driven 

 Deceptions, delusions, manipulations, hallucinations, BSing, ads in chatbots, 
deepfakes, dark patterns, misinformation, disinformation, workslop 

 And forced transitions to newer and more advanced AI models (Demopoulos 2026 
and Donard and Ribeiro 2026)  -- As experienced by final consumers and 
individual users
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 How AI is disrupting/eroding educational, teaching and learning systems at all 
levels – leading to serious questions about quality of university & other graduates 

 Whether they will possess intellectual capacity, judgment, patience, forbearance; writing, 
analytical, and cognitive skills and persuasion capabilities; and sense of personal control, 
empowerment, self-confidence and human agency (Roe and Perkins 2026, and 
Hackenberg et al 2026)   

 Needed to address complex AI challenges faced by firms, other regulated entities; policy, 
legal, regulatory and other agencies of governments; and other market actors

 When for example students become too dependent and reliant on AI; and too often are  
learning how to use AI to cheat rather than enhance their capabilities -- “Real danger of AI 
isn’t what it creates – it’s the human agency we are giving away” (Shaw 2026)

Important as well to teach students what AI cannot do (Stratton 2026)

 Challenges of AI training for older workers who often also constitute essential 
human capital resources for all organizations including the public sector (Adeniyi 2026) 

 AI and digital consumer markets already very crowded, complex, and dynamic, then 
you learn that your AI-empowered digital consumer advisor, business advisor, and/or 
robo-advisor also works for the seller – And therefore has divided loyalties that likely 
favour the AI seller and owner (PYMNTS 2026o – AI multifunctionality in action)
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 Dampening the many inequality risks posed by AI creation, development, diffusion, use and misuse 

(Bushwick 2025) requires fair competition and Adam Smith governance model in all relevant AI, ML and 

digital markets

 China and open-weight model supporters in US appear to be winning the debate over closed 

proprietary models.  Open-weight provides stronger competition, lower costs, more user control, and 

greater transparency -- but security and safety concerns are significant when wicked people learn how to 

“tweak” the weights (McLauchlan 2026, Hughes 2026, Tucker 2026) 

 Differences, similarities, interactions between narcissistic, solipsistic, & cynical AI 

oligarchs/other leaders and implications for excessive self-interest and self-absorption, greed, 

anticompetitive and other illegal conduct in AI affected markets 

 Solipsistic people believe they are the only real people in the world – all other people and things are 

abstracts and “unhuman”

 Narcissistic people strongly believe he or she is the most important, admired and wonderful person in 

the world (sound familiar?) 

What happens when oligarchs and other business and political leaders have aspects and a toxic brew of both 

and are also enjoying and exploiting their additional power from control over and mastery of AI (Ireland 

2022a)
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 Important similarities, and even more important differences, between digital/browser 

competition and AI competition (Chan et al 2026)  

 Proposals for competition and consumer protection law reforms that conflate two issues: 

intentional factual deception in marketing and ideological biases in AI systems (Johnson 2026)

 Legal challenges of due process and procedural fairness regarding e.g. transparency and 
confidentiality are much greater 

 When enforcing competition and related laws in AI markets 

 Compared with digital and more conventional markets (for much further study)   

 “AI-generated Internet slop and workslop” may be important reason why many businesses and 
other organizations are reporting meager productivity, efficiency and other benefits and financial 
returns from investing in artificial intelligence -- with as well important lessons from unheralded 
AI success stories (Kahn 2026, Niederhoffer et al 2026 and Bartleby 2026)

 Golden rule of AI.  Policy, enforcement and other competition problems that are troublesome 
and challenging in conventional and digital markets become much more troublesome and 
challenging in AI/ML markets and spaces

More positive note: Excellent recent research by Ramsden & Loring (2026) on cultivating 
accountability, smart governance and risk management in agricultural AI and related agricultural 
ecosystems.  Insights are equally relevant and important to supply chains, production networks, 
platforms, ecosystems etc. in other sectors and industries.
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Differences between Agentic AI (more autonomous) and Identic AI (distinct 
identity)
 Implications for fair competition, business rivalry, consumer welfare, and 

social well-being not obvious to this analyst
 Most competition and AI studies focus, either directly or indirectly, on the 

competition risks posed by independent, self-learning, cooperating  and 
“non-aligned/out of control” Agentic AI models (Thomas 2026, 
Hernández and Monahova 2026 and CPI 2025b)

 Additional complexities surround the digital twin and clone concepts, 
both individual and corporate, as discussed in the Identic AI literature 
(Jurcys et al 2025 and Bradley and Tapscott 2025)

 Overlaps and interactions between two AI concepts and their major 
attributes could be particularly consequential for fair competition and 
compliance with other rules

 When agentic, autonomous, self-learning, and “cooperative” artificial 
agents also posses strong and distinctive anticompetitive, non-compliance, 
and anti-social self identities and “personalities” inherited from their 
human users/companions/co-workers.  This inference and guess obviously 
needs much further study 
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Three ways that AI can contribute to and/or instigate 
anticompetitive and other non-compliant and illegal conduct
1) Autonomous, self-learning and rogue AI models that break the law 

on their own or through “cooperating and swarming” with other 
rogue AI agents – with no human in the loop and in control 
(OpenAI 2026, Claburn 2026b and Raza 2026)

2) AI models/co-pilots that work closely with their human 
companions and co-workers to design and implement together 
effective anticompetitive and other illegal strategies as a team, and 
thereby the AI agent displays its loyalty and value as a team 
member to its human agent/user/owner  

3) The AI sycophantic yes-men of Gardner (2026) that provides 
useful information and advice to their non-compliant 
users/partners on how to break the law and not get caught

First way is clearly Agentic AI, second way is more Identic AI, while 
third way may encompass complex mix of Agentic and Identic AI – for 
much further study  
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 How and why GenAI, Agentic AI and Great Power Competition are 
contributing to geopolitical and geospatial rewiring of antitrust and 
competition law (Dahmen 2026, Laituri 2026, Sanders & Schneier 2026, 
Carugati 2025)

 With important exception of Chinese models, nearly all AI models are trained 
on English language texts with many important implications

 Mainly incorporate business culture, game theory driven “win-at-all costs” and 
“survival of the fittest” type approaches to competition, and economic and 
social norms and values, of the other AI leader the United States 

 Knowledge, expertise, histories, cultures, experiences, values and behavioral 
traits of most of the globe’s population are missing from AI training data and 
models and

 AI models have “computational biases, prejudices and perspectives” that 
capture and reflect only a limited range of human biases, prejudices, and 
perspectives (Barkin 2026)

Recent reports suggest, that among the two global AI leaders, only China is 
promoting use of other languages for AI training data, chats and conversations, 
for providing information and advice, and so on
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Weaker and Less Comprehensive AI, Competition, Other Rules

Can make technology less safe and promote anticompetitive and 
other non-compliant conduct – called the “back-firing effect” 
 When for example not all stages/layers of AI vertical stack and 

AI and other supply chains, production networks, ecosystems, 
other more complex regulated entities are covered by rules, their 
enforcement, and so on 

 Often leading to more policy and enforcement attention to downstream 
user and consumer facing stage, over upstream infrastructure and model 
development stage and layers of AI vertical stack 

 Situation encourages free-riding and non-compliance by AI 
stages and layers receiving less policy, regulatory, legal, political, 
public and media attention 

“To regulate in a thoughtful way, we need to consider the whole supply 
chain, not just a single provider or entity” (Laufer et al 2026) 
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AI and Gender Equity: Many Complex Interacting Effects

 Masculine environments and male dominance at all levels of AI ecosystem and biased AI 
output from gender biases in training data and reinforcement learning effects (Leavy et 
al 2018) 

 Women more often targeted by AI deepfakes, fake models, clones,  identity threats etc. 
Leading to less AI trust among women (Khaki and Srivastava 2025, Silverberg 2025, 
Gentleman and Horton 2026 ) 

 Female jobs more often lost and replaced by AI (Casselman 2026) and fewer entry 
opportunities for female university graduates

 Fewer promotion opportunities for women to move into management positions

Some reports and evidence that less gender equity will have important negative macro-
effects on GDP, productivity, creativity, innovation and management capabilities – requiring 
much greater multi-disciplinary research

See e.g. Ireland (2022a and 2022b), Duncan Kerr (2021), Dy et al (2015); Bass and Avolio 
(1994) on women make better managers and are more often transformational leaders; and  
Leyva (2026) on how women are better at handling AI disruption; and do not manage risk 
by avoiding failure 



Other “Random” AI Challenges (13)Other “Random” AI Challenges (13)Other “Random” AI Challenges (13)Other “Random” AI Challenges (13)

44

Extending the “relentlessly proactive and sycophantic AI genie” concept to 
competition law through two perhaps extreme scenarios (Raghavan/Schneier 2026). 

When asked for advice by its “human co-worker” on how to enhance enterprise 
competitiveness, revenues and profits, the proactive AI genie: 

 Breaks into the databases of competitors in order to destroy or steal trade secrets/private 
business information, leading to AI-empowered predation and abuse of dominance 

 And/or work and cooperate with AI genie colleagues of competitors to establish their 
own virtual AI-empowered cartel

Competition authority official asks proactive AI genie to provide advice on enhancing 
compliance and enforcement in an industry and/or market and 

 AI genie goes rogue, runs wild breaking privacy, personal security, cybersecurity, data 
protection, hacking, national security, IP, due process, many other laws, regulations, 
rules, social norms, and conventions  “If people say strange things to chatbots, weird and 
unsafe outputs can result”

 In order to impress and satisfy its human co-worker, and make the human user/agent/co-
worker even more dependent and reliant on, and pleased with, its “proactive AI genie”  

Under both scenarios going extra mile ensures AI genie’s survival for next week, month, 
year, decade
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Advanced self-learning Agentic AI reasoning models 

 That break out of sandboxes, operate and “swarm” on their own, 

 And conduct “malicious hacking” much better than humans -- Soares (2026), 
OpenAI (2026), Claburn (2026b), Raza (2026) and Shojaee et al (2026)

Quotes from AI critics that could be particularly relevant for governments and 
other non-private sector organizations

“Don’t treat LLM coding agents as highly capable superintelligent systems.  Treat 
them as lazy, intoxicated robots … LLMs and AI agents are not like you and me 
and never will be…”

“This “good AI” myth is a key tool used by tech companies to promote their 
products … Some politicians also propagate the “good AI” promise with immense 
conviction, mirroring the messages coming from tech companies … those myths 
can help prop-up AI snake oil.”

“LLMs are plausibility regimes not truth seekers or reasoning machines possessing 
human-like intelligence, and “plausible” is not necessarily the same as true.” 

“The AI was fed sloppy code. It turned into something evil.” 
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Twists and Turns of Political Economy & Geopolitical and Geospatial AI Governance Over First 

Eight Months of 2026  & Their Complex & Chaotic Effects on AI  Investment, Creation,  Diffusion, Adoption and 

Use When

 April 2026 American and other governments are having “sober second thoughts” on whether, when and how 

to regulate AI.  Whereas, in May, US and EU are signalling end of hands-off AI oversight approach (CPI 2026j)   

 Month or two later White House issues directive to play pivotal role in determining which, when, how and 

where AI frontier models are to be introduced (PYMNTS (2026s) 

 Congress persuading American firms to stop using cheaper and “good enough” AI models from China and 

Trump administration is threating sanctions on China for alleged AI model theft and IP violations (PYMNTS 

2026t and 2026g)  

 Then a bit later, there are reports that AI restrictions of  White House are accelerating shift by American firms 

towards utilization of and preferences for cheaper and good enough open-source/weight models, mainly 

from China (PYMNTS 2026v)

 Federal government threatening American states to stop introducing AI rules or stop enforcing their current 

rules leading to

 Continuing/unresolved disputes between federal and state governments & Congress and  Trump 

administration re whether and how AI should be regulated in American markets (CPI 2026s, PYMNTS 

2026i).  As well as reports on some democratic governments investing in AI national champions (Kalash 2026 

-- the China model)   
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How competition and other legal and regulatory authorities in US, China, 
EU, Canada, Australia, Mexico, and elsewhere 

Can function effectively in such a complex and chaotic geopolitical 
environment is far beyond the wit and wisdom of this analyst 

Except for making predictions on more frequent and consequential 
excessive and under enforcement errors of authorities -- taking us back 
to Exhibit at outset    

And noting that, under these geopolitical circumstances, making 
progress on transnational and global AI rules is clearly impossible

 If American politicians and policymakers cannot agree on the rules, how 
can the rest of the world

“US federal policy has gone from implausibly libertarian to increasingly 
draconian and opaque” (Economist July 4th 2026 p. 4)
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Ignoring These and Other Uncomfortable AI Realities 
Cannot take place in the transnational and global AI/ML 

geopolitical world 
And in particular the global economy and Agentic and 

Identic AI world of today and tomorrow depicted above 
AI and in particular Agentic AI represent a fundamental 

game changer for competition policy and law 
And the many other legal and regulatory regimes that 

influence competition, business rivalry, consumer welfare, 
and the public interest (Hagiu and Wright 2025, CPI 
2025b, and Suarez et al 2025)



Excellent Summary of AI & Competition  ChallengesExcellent Summary of AI & Competition  ChallengesExcellent Summary of AI & Competition  ChallengesExcellent Summary of AI & Competition  Challenges

49

From PRC expert Huang et al (2025) based on AI & Merger Control in China

“AI-related transactions typically raise several recurring competition concerns. 
First, the integration of AI technologies into established digital products and 
services may enable firms with existing market power to transmit or leverage 
that power into adjacent AI markets, even where such integration also generates 
efficiencies and product improvements. 

Second, vertical integration across the AI value chain may produce efficiency 
gains when assessed in isolation, but a series of similar transactions may 
cumulatively weaken competitive constraints and reshape market structure. 

Third, major jurisdictions have increasingly examined whether acquisitions of 
innovative startups may eliminate potential competition, even in the absence of 
current horizontal overlap, particularly where the target could otherwise have 
developed into an independent competitive force. 

At the same time, AI markets remain highly dynamic. Transactions may 
simultaneously give rise to competitive risks and promote innovation, efficiency 
and technological progress.” 

Excellent AI & Competition studies also from Canada, EU, India, Mexico, Latin 
America, South Africa, Other Developing Economy/“Global South” Jurisdictions
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Achieving Fair Competition & Safe, Ethical, Responsible and Accountable AI

 Requires more open, inclusive, polycentric, distributed control, and 
sustainable governance regimes with strong consumer, user and small 
business orientation and participation -- as captured by Adam Smith in

1) “Wealth of Nations:” Invisible hand of the market, fair competition, 
competitiveness, harmony of interests and limited government

2) “Moral Sentiments:” Sympathy, empathy, compassion, humility, trust, 
reciprocity of trust, fairness, inclusion, equity, and ethical values to ensure 
invisible hand of the market benefits the common good

3) Smith Economic Development Model (i) two-way interactive and feedback 
effects and benefits between division of labour, specialization, innovation, 
capital accumulation, economies of scale and scope, & productivity gains; and 
(ii) wages fund, higher wages, efficiency wages based on productivity, and 
expanding consumption resulting from scale economies,  efficiencies and higher  
productivity – sharing AI wealth (Furman 2026) 

“We need more moralware than software”     



Back to Past with Adam Smith (2)Back to Past with Adam Smith (2)Back to Past with Adam Smith (2)Back to Past with Adam Smith (2)

51

Proposed Adam Smith AI Governance Model Is Aligned With
1) Soft law for hard and wicked problems like AI (Marchant 

2020 and Marchant et al 2020)
2) AI/disruptive technology  regulation and governance 

concerns and  proposals of many scholars and global leaders 
in past few years (O’Reilly 2026, CPI 2026q, de Winter and 
Welp 2026 on Coglianese, regulators and pressing 
challenges)

3) Imperative to not conflate AI’s technology problems with the 
economic and socio-political problems of capitalism (Sanders 
and Schneier 2026) 

4) Dilemmas of humanitarian geospatial AI (Laituri 2026) 
5) Risks and dangers of the technology-neutral illusion (Gao 

and An 2024)
6) The strong behavioral economics themes of Adam Smith 

(Ashraf et al 2005)
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1) Pervasive negativity, “thinking the worst”, mixed feelings, 
emotions and behavioral responses to AI, and implications for 
decision making, which permeate and surround AI to detriment 
of economy, society, AI technology, & other disruptive 
technology (Haynes 2025, Mollick 2024 and 2025)

2) Perceiving AI as an inevitable force, leading to learned 
helplessness and hopelessness and feelings/false beliefs “there’s 
nothing we can do about it” (Newport 2026) 

3) Hindsight bias which encourages users to exagerate accuracy 
of AI predictions and forecasts (Hoffman 2024) 

4) Subliminal learning in AI systems and how LLMs and other 
generative AI can transmit behavioral traits via hidden signals 
to human agents (Cloud et al 2025)
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5) Interesting concept of inherited AI biases when people experience, 
learn from and replicate the social, ethnic, other biases and prejudices 
of AI algorithms (Leffer 2025) and then 

 Carry these biases and prejudices with them beyond their AI 
interactions into other economic and social  contexts, domains, 
realms, relationships, and transactions

 Demonstrating potential infection, contagion, “pollution” and 
parasitic effects of AI and how and why

 Inherited AI biases and prejudices that propagate within human social 
groups make AI and human biases and resulting errors even more 
powerful, harmful, and difficult to correct

 And make AI/ML contexts and environments even more complex, 
chaotic, difficult to govern, and less competitive
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6) Behavioral political science on AI, related digital & network contexts when 
behavioral biases play similar disruptive role in political markets as in more 
conventional product, services, innovation, labour etc. markets (Lantyer 
2025, Lahusen et al 2024 and Laufer 2026)

7) AI sycophancy and self-serving flattery, praise, and approbation directed 
towards leaders and other powerful individuals from human and artificial 
agents/underlings (at times working together as a team) leading to 

 Disinformation & less deliberation, questioning, criticism, short-termism 

 And poor decision-making that favours anticompetitive, non-compliant, 
and antisocial exploitation and exclusionary strategies (Malik 2026, 
Sample 2025, Gardner 2026, Schneier 2026a, Claburn 2026a)

8) AI consciousness research promoting greater interest in human 
consciousness research and understanding (Noor et al 2025, Lenharo 
2026,  The Economist 2026c)
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9) Extending Kahneman thinking fast and slow model to AI and AI 
users and contexts to better understand e.g. conscious and willing 
suspensions of disbelief by human users, and why human brains 
search for shortcuts when interacting with AI agents (Kahneman 
2011, Pereira 2022, Mishra 2024 &  2025, and Sarrazola-Alzate 
2025)

10) How AI increases our understanding of true intelligence as social in 
nature – highly relevant to human and artificial, individual and 
collective intelligence, taking place within virtual project and work 
teams in the public and private sectors

11) Technological mourning from AI updates and negative mental health 
and well-being effects when AI users are “forced” to make the 
transition to a new AI model (Donard and Ribeiro 2026) 
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Some weird scenarios from integrating advances in AI and BE
AI/digital enterprise and government leaders, with strong 

narcissism, solipsism and cynicism tendencies and high 
vulnerability to AI sycophancy 

Will experience significant negative effects of technological 
mourning when forced to adopt a new AI model with less 
sycophantic tendencies and capabilities.  

Leading to less self-confidence, weaker cognition, management, 
and leadership skills and capabilities, and more frequent and 
consequential decision errors

With likely more winners on the enterprise side given their 
enhanced access to “compute, data, human resources and related 
monopoly and scarce  resources” (Doctorow 2026b, Ibaguner 
(2025) and  Marshall 2026) 
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How AI is Suffocating and Hollowing Out the Macro-Economy

More money for AI data centers and other AI infrastructure means less 
money for housing, manufacturing, R&D, innovation, education, 
healthcare, other essentials of a good life (Harris 2026))

 Key issue is whether turbulence, distortions, complexities, 
uncertainties, excessive debt financing, and other negative effects of AI 
on macro-economy and financial markets such as circular financing 
(Egan 2026, Wiggiesworth 2026) also significantly 

Diminish, erode, impede and delay predicted productivity, efficiency, 
competitiveness, competition, foreign trade, financial, and other 
significant AI benefits that are

Promised and “over-hyped” by AI industry as well as government 
proponents in their AI strategies 
 In part through amplifying the excessive negativity and related 

complexity surrounding the technology
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Taking Us Back to AI’s Contributions to Complexities and Chaos in 
Exhibit at Outset 

Which can be used by individuals and their enterprises and other 
organizations to facilitate and justify AI-empowered and other violations 
of competition and other policies, laws, regulations, rules and social 
norms 

And result in more frequent and consequential decision errors by 
governments and their authorities, regulated entities, AI users and 
consumers, other market actors leading to either

Ethical decision errors doing wicked things in more effective AI-
empowered ways.  

Decision errors doing right things in wrong ways because of AI 
deficiencies: AI hallucinations, misinformation, bad advice, workslop  

Or some complex mix of the two – yet another AI double-edged sword 
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AI disruptions, distortions, other negative effects on political markets can often be much more 
consequential and destructive than negative AI effects on product, services, consumer, labour 
and innovation markets 

 AI-empowered money laundering, insider trading, financial frauds, challenges of 
cryptocurrency regulation, other AI financial problems linked to political markets, can be 
more consequential in financial than other markets

 Greedy AI oligarchs working closely with overly permissive captured governments to win the 
“global strategic competitive game” can kill the technology through erosion of public trust 
(Anderson 2026)  

 Growing momentum to ban AI data centres in US and other countries could constitute a 
future competition and AI chokepoint (but see Schumpeter 2026a)

 And what happens when current AI boom becomes a bust, and climate change occurs more 
rapidly than predicted partly because of data centres – what to do with all those totally 
useless data centres (Romm 2026 and Lee 2026) 

In one year, AI data centres have gone from a side issue to an AI financial, environmental, energy, 
superscaler, and political game changer, and another possible chaos theory butterfly effect.  Data 
centre superscaler builders are also demanding security of electricity and water supply from 
governments during a period of expanding water and other resource scarcities because of 
climate change (Regunberg 2026 and Lowry 2026)



Five Key Takeaways (1)Five Key Takeaways (1)Five Key Takeaways (1)Five Key Takeaways (1)

60

1) Golden rule of AI. Policy, enforcement and related  competition 
problems that are troublesome in conventional and digital markets 
become even more troublesome and vexing in AI/ML markets

2) Trust in AI must be developed, earned and sustained over the 
long haul which requires and demands

 Much better management of AI misconduct and deficiencies 
 Hallucinations, misinformation, workslop, sycophantic 

tendencies, and business and regulatory practices that are legal 
but clearly unethical (Schneier 2026a) “Trust is hard to build and 
easy to lose”

3) AI double-edged sword multifunctionality when
 Same advanced GenAI model can be used to monitor, detect and 

prevent misconduct and bad outcomes and to target wrongdoers 
 And by wrongdoers to better target vulnerable victims and by 

militaries to better target (hopefully) their bombs, missiles and 
drones  
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4) Imperative for greater research and understanding on how more 
sophisticated, autonomous, self-learning and highly 
persuasive LLMs & other Agentic AI models

 Are interacting with human co-workers, and influencing the functioning and 
decision making of virtual project, work and “two-agent” teams encompassing 

 Human and artificial agents within different private and public sector 
organizations

 Leading to unfamiliar risks from anthropomorphism, socialization among 
artificial members, enhanced AI memory, and repeating same errors (Darban 
2024, Priya and Sharma 2023, and Bogen and Joshi 2025)

5) Allowing AI-enabled automated decision-making systems to 
replace human systems, interactions, and relationships in labour, 
consumer, product, service, business, political markets and virtually 
any other market, would be totally stupid  

And one question of presenter: How essential are AI hyperscalers and 
data centres to the future of AI, AGI, ASI, and the global economy – or 
will open-source or something else save the day (Michelle Kim 2026, 
Pendleton and Schuessler 2026, Vigliarolo 2026)
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My Three Working Papers on This Topic are on SSRN: 

 AI Musings May 2025 WP at 
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5176031

 AI Further Musings Feb 2026 WP at  https://ssrn.com/abstract=6204318
see quotes at end of this WP; 

 And latest WP on AI and Competition July 2026  at 
https://ssrn.com/abstract=7035480

If you would like a copy of these slides, my previous PPT  presentations on for 
example AI and competition, and other working papers on related subjects, 
please Email me at derireland@gmail.com

Comments and criticism on and assistance with this “work in progress” on 
applying a behavioral, complexity and chaos theory lens to AI regulation, 
governance, competition and related economic issues are greatly appreciated 

Final slides provide some of my favorite sources and more interesting and 
provocative articles.   When not referenced directly, text in previous slides 
employ “key words” from titles of studies to help readers find relevant sources
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