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Artificial Intelligence (AI) promises to rapidly transform 
various industries, significantly altering their landscape. 
Its integration into business operations can 
revolutionise processes, enhance e�ciency, and 
provide innovative solutions that drive competitive 
advantages. However, this technological advancement 
also poses unique challenges and raises complex 
questions about market competition and consumer 
welfare. As businesses increasingly leverage AI 
technologies to streamline processes and gain a 
competitive edge, regulators face the task of 
understanding and managing the implications of AI on 
market dynamics.

The intersection of AI and competition requires critical 
attention because it involves both the potential for 
pro-competitive benefits and the risk of 
anti-competitive practices. Adopting AI can 
democratise market opportunities, allowing smaller 
firms to compete against established players by cutting 
operational costs and enhancing product quality 
through innovations like AI-driven quality control 
systems. However, the concentration in AI supply 
chains may create competition bottlenecks, raising 
concerns among regulatory bodies globally. This 
dual-edged nature of AI demands a nuanced and 
comprehensive understanding of its impact on 
competition.

To explore these multifaceted issues, The Dialogue 
organised a roundtable discussion, gathering experts 
from various fields to explore the interplay between AI 
and competition. The consultation aimed to explore 
key themes, including the pro-competitive impact of AI 
in diverse markets, the nature of competition within AI 
markets, and the policy approaches towards this 
rapidly evolving field. 

The roundtable witnessed the participation of AI 
startups, technology companies with a presence in the 
AI supply chain, competition law experts, and AI 
specialists. 

As the digital economy evolves, ensuring fair and 
robust competition amid technological advancements 
remains paramount. The insights gained from this 
discussion will inform strategies for navigating the 
complexities of AI and competition, ensuring that 
regulatory frameworks support innovation while 
safeguarding market integrity and consumer interests. 
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The discussion also addressed the importance of data 
in the AI supply chain. Access to large, high-quality 
datasets can potentially provide a competitive 
advantage. While open-source and publicly available 
data have enabled new entrants to enter the market, 
participants raised concerns about existing players 
leveraging proprietary data to deny access to rivals. 
They emphasised the importance of data quality, noting 
its direct impact on the accuracy and e�ciency of AI 
models. However, some participants also pointed out 
that the data currently available in markets is su�cient.

Furthermore, the discussion covered the role of 
economies of scale and scope in the AI market. 
Companies with extensive resources can leverage their 
scale to develop more sophisticated models, attract top 
talent, and invest in cutting-edge computing 
infrastructure. Additionally, participants identified 
network e�ects as another factor shaping the 
competitive landscape. As more users adopt a 
particular AI model or platform, the data generated 
from their interactions can be used to train further and 
improve the model. Concerns about vertical integration 
in the AI supply chain were also raised, highlighting that 
certain companies may attempt to control multiple 
supply chain layers, such as cloud computing, data 
processing, and model development. 

At the same time, participants emphasised the need to 
examine individual layers of the AI supply chain 
separately rather than as a whole. Competitive 
dynamics may vary across di�erent layers of the supply 
chain. For instance, while the infrastructure layer (e.g., 
cloud computing) may have fewer players due to high 
capital requirements, the application layer could have 
more competitors o�ering specialised AI solutions. 
Additionally, they highlighted that the current 
computing and data capacity available in the market is 
arguably su�cient, suggesting that supply chain 
integration may not be a concern for market 
participants. It was stressed that policymakers and 
regulators must monitor these competitive dynamics 
and proactively address potential problems. 
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The roundtable discussion highlighted the following 
themes:

Themes of Discussion

2.1. Leveraging AI to 
empower small
businesses 

2.2. Competitive
dynamics in AI markets

The discussion highlighted that AI has the potential to 
level the playing field for small businesses, enabling 
them to compete against larger, established market 
incumbents across various sectors. Participants noted 
that AI can help small businesses automate repetitive 
and time-consuming tasks. This automation can free up 
resources, allowing businesses to focus on core 
activities, leading to increased operational e�ciency, 
reduced costs, and improved productivity. These 
improvements enable small businesses to compete 
more e�ectively with larger competitors.

The discussion also emphasised how AI-powered 
chatbots, virtual assistants, and personalisation 
algorithms can help small businesses provide a 
superior customer experience. Small businesses can 
o�er 24/7 customer support, personalised 
recommendations, and tailored experiences by 
leveraging AI. This approach can significantly improve 
customer satisfaction and loyalty, a key di�erentiator in 
today’s competitive markets. Additionally, participants 
highlighted that AI can help small businesses gain 
valuable insights from large volumes of data. These 
insights enable informed decision-making regarding 
product development, marketing strategies, and 
operational improvements. This data-driven approach 
leads to better resource allocation, targeted marketing 
campaigns, and a deeper understanding of customer 
needs, giving small businesses a competitive edge.

The discussion also highlighted that AI-powered 
predictive analytics can help small businesses 
anticipate future trends, customer behaviour, and 
market shifts. This foresight allows businesses to adapt 

their strategies to stay ahead of the competition 
proactively. Applications include forecasting demand, 
identifying potential risks, and optimising inventory 
management. Participants emphasised that AI can help 
small businesses overcome talent and resource 
constraints by leveraging AI-powered tools and 
platforms that provide access to advanced analytics, 
machine learning models, and domain-specific 
expertise. This capability levels the playing field, 
enabling small businesses to compete with larger 
companies with more resources.

The discussion noted that adopting AI technologies 
may require an initial investment and workforce 
upskilling. However, the potential benefits for small 
businesses in terms of increased e�ciency, improved 
customer experience, and data-driven decision-making 
are significant. By embracing AI, small businesses can 
di�erentiate themselves, adapt quickly to changing 
market conditions, and compete e�ectively against 
larger, more established players in their respective 
sectors.

Participants emphasised that the current 
understanding of AI supply chains among 
stakeholders, including the government, academia, 
and industry, is minimal. They suggested that increased 
capacity building is critical before interventions from a 
competitive perspective. Further, the discussion 
highlighted that the rapidly evolving AI market makes 
understanding the competitive dynamics at di�erent 
supply chain layers crucial. Participants also noted 
potential barriers to entry at the foundational level due 
to substantial investments in data acquisition, 
computing resources, and expertise. However, the 
potential rewards from an increased user base can be 
significant once these investments are made. 
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in the AI supply chain. Access to large, high-quality 
datasets can potentially provide a competitive 
advantage. While open-source and publicly available 
data have enabled new entrants to enter the market, 
participants raised concerns about existing players 
leveraging proprietary data to deny access to rivals. 
They emphasised the importance of data quality, noting 
its direct impact on the accuracy and e�ciency of AI 
models. However, some participants also pointed out 
that the data currently available in markets is su�cient.
 
Furthermore, the discussion covered the role of 
economies of scale and scope in the AI market. 
Companies with extensive resources can leverage their 
scale to develop more sophisticated models, attract top 
talent, and invest in cutting-edge computing 
infrastructure. Additionally, participants identified 
network e�ects as another factor shaping the 
competitive landscape. As more users adopt a 
particular AI model or platform, the data generated 
from their interactions can be used to train further  and 
improve the model. Concerns about vertical integration 
in the AI supply chain were also raised, highlighting that 
certain companies may attempt to control multiple 
supply chain layers, such as cloud computing, data 
processing, and model development. 

At the same time, participants emphasised the need to 
examine individual layers of the AI supply chain 
separately rather than as a whole. Competitive 
dynamics may vary across di�erent layers of the supply 
chain. For instance, while the infrastructure layer (e.g., 
cloud computing) may have fewer players due to high 
capital requirements, the application layer could have 
more competitors o�ering specialised AI solutions. 
Additionally, they highlighted that the current 
computing and data capacity available in the market is 
arguably su�cient, suggesting that supply chain 
integration may not be a concern for market 
participants. It was stressed that policymakers and 
regulators must monitor these competitive dynamics 
and proactively address potential problems. 

challenge that necessitates a balanced approach. On 
one hand, the AI market is in its nascent stages, and 
overly restrictive regulations could stifle innovation and 
hinder the growth of this promising technology. On the 
other hand, proactive measures might be needed to 
address potential concerns and ensure a level playing 
field for all participants. Firstly, they discussed that 
policymakers should prioritise fostering an 
environment that encourages innovation and 
entrepreneurship in AI markets. This could involve 
providing incentives for research and development, 
facilitating access to computing resources and 
high-quality datasets, and promoting collaboration 
between academia, industry, and government.

Secondly, the discussion emphasised the need for 
policies to promote data sharing and interoperability 
standards. Access to high-quality data is important for 
developing accurate and e�cient AI models. Ensuring 
that data is widely available and can be shared 
seamlessly across di�erent platforms and applications 
can help lower barriers to entry and encourage 
competition. Furthermore, the discussion addressed 
the need for policies to tackle potential risks and 
ethical concerns associated with AI technologies. This 
could involve establishing frameworks for responsible 
AI development, ensuring transparency and 
accountability in using AI systems, and addressing 
privacy, bias, and algorithmic decision-making issues. 
Participants discussed that policymakers must adopt a 
technology-neutral approach and avoid favouring 
specific AI technologies or companies. Instead, policies 
should focus on creating a level playing field and 
encouraging healthy competition based on merit and 
innovation.

The discussion emphasised the importance of 
collaboration between policymakers, industry 
stakeholders, and experts from various disciplines to 
ensure that policies are well-informed and address the 
unique challenges posed by AI. Regulatory sandboxes 
and pilot programs could test and refine policies before 
implementing them on a larger scale. Finally, 
participants stressed that balancing regulation and 
innovation is crucial. Policies should be flexible and 
adaptable, allowing for periodic reviews and updates to 
keep pace with the rapid advancements in AI 
technology and the evolving competitive landscape. 
They highlighted that policymakers may create an 
environment that fosters innovation, promotes healthy 
competition, and addresses potential risks and ethical 
concerns in the AI markets, ultimately benefiting 
businesses, consumers, and society.

Participants emphasised that the current 
understanding of AI supply chains among 
stakeholders, including the government, academia, 
and industry, is minimal. They suggested that increased 
capacity building is critical before interventions from a 
competitive perspective. Further, the discussion 
highlighted that the rapidly evolving AI market makes 
understanding the competitive dynamics at di�erent 
supply chain layers crucial. Participants also noted 
potential barriers to entry at the foundational level due 
to substantial investments in data acquisition, 
computing resources, and expertise. However, the 
potential rewards from an increased user base can be 
significant once these investments are made. 

2.3. Policy Approaches
towards Competition
and AI

During the discussion, participants highlighted that 
formulating e�ective policies to promote competition in 
AI markets presents a complex and multifaceted 



2.4. Implications of the
Digital Competition Bill
for AI 

During the discussion, participants highlighted that the 
Digital Competition Bill (DCB) aims to regulate certain 
core digital services (CDS), including cloud computing. 
While AI is not directly included in the list of Core Digital 
Services (CDS) in the DCB, they noted that including 
cloud computing has potential implications for the AI 
industry. Cloud computing infrastructure plays a crucial 
role in the AI supply chain, enabling the storage, 
processing, and analysis of vast data required to train 
AI models. 

Furthermore, participants noted that the DCB 
recognises the rapidly evolving nature of the AI market 
and allows flexibility in amending the list of core digital 
services. This provision paves the way for the potential 
inclusion of AI-specific services in the future, ensuring 
that the regulatory framework can adapt to emerging 
technologies and market developments. This can lead 
to uncertainty for the market players in India's AI 
ecosystem.

considerations, the discussion aimed to ensure that AI 
technologies contribute positively to society and are 
deployed to align with societal values and ethical 
standards.

2.5. Responsible AI and
Ethical Considerations

During the discussion, participants highlighted that as 
AI becomes more prevalent, there is a growing 
emphasis on responsible AI practices, including data 
privacy, safety, explainability, and accountability. These 
considerations may take priority above competition 
considerations in the sector. They discussed that 
policymakers may need to establish guidelines and risk 
assessment frameworks for AI applications, particularly 
in high-risk use cases, to ensure ethical and 
responsible deployment. Participants stressed the 
importance of developing frameworks to prevent 
biases, protect user privacy, and ensure that AI 
technologies are used responsibly and for the benefit 
of society.

Additionally, they emphasised that accountability 
mechanisms are necessary to hold developers and 
users of AI systems responsible for their actions and 
decisions. Therefore, by addressing these ethical 
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Conclusion

The roundtable discussion underscored several critical 
themes related to competitive dynamics, small 
business empowerment, policy formulation, the DCB & 
its scope, and responsible AI practices in the AI market 
in India. Participants highlighted that the AI market is 
evolving rapidly, necessitating a deep understanding of 
the competitive dynamics at various supply chain 
layers. Furthermore, they discussed AI’s potential to 
level the playing field for small businesses, 
emphasising the key benefits of automation, customer 
experience enhancement, and data-driven 
decision-making. They also highlighted the need for 
balanced policies to promote competition without 
stifling innovation.

The discussion noted the regulation of cloud services 
under the DCB for its impact on the AI industry, 
recognising the critical role of the sector in the 
development of AI markets.  Finally, participants 
emphasised responsible AI practices, calling for 
frameworks to ensure fairness, transparency, and 
accountability in AI deployment. Therefore, the 
discussion highlighted the necessity for collaborative, 
flexible, and forward-thinking policies to foster 
innovation, competition, and ethical AI development, 
benefiting businesses, consumers, and society.
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