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Introduction

e Research question is topical and rich: How will Al affect the
dynamics of competition law enforcement?

e Model has an innovative feature: "recognition" of harmful
practices

e Practices that are recognized ("understood") are easier to
detect and penalize.
e Firms can invest in developing new unrecognized practices.

e Results are sensible.



Motivation

Paper needs a concrete example to illustrate the properties of the
model.

e Example from the paper : firms independently adopted
learning algorithms that produce supracompetitive prices
(Calvano et al, 2020)

e Recognition

e What does it mean for this practice to be "recognized"?
e That prices are high? That algorithms are "collusive"?

e Redesign

e "A firm-side redesign choice that resets detectability ... is
motivated by algorithmic environments in which minor code,
prompt, or interface changes can invalidate existing detectors
without altering the underlying economic effect."

e What does it mean to redesign this practice?

e |s it realistic to think that a "minor code, prompt, or interface
change" will suffice?



Model

1. In the model, detection is sufficient but not necessary for
recognizing a new practice.

e But how can one understand a practice when it is not
detected? Even when it is detected, it is not immediate one
will understand it.

o Detection would seem necessary but not sufficient for
understanding.

e In the model, detection implies penalization so it encompasses
three enforcement stages: detection, prosecution, conviction.

e Suggestion: Separately model genuine detection - which is
necessary for recognition - and conviction - which is sufficient
for recognition.



Model

2. Representation of Al in the model
e |n the model, advances in Al

e Jower the cost of the firm to develop new practices, k.
® increase the probability of the regulator recognizing new
practices, q.

e k and q are independent parameters but, in practice, they are
linked.

e Without linking them, one cannot say whether Al advances
make enforcement more or less difficult.



Results

Main finding: "Agencies should evaluate Al monitoring
investments with a regime-shifting mindset: monitoring
investments have discontinuous returns. Marginal improvements in
recognition speed that leave the firm in the redesign regime yield
no deterrence benefit. ... Only investments that cross the redesign
boundary generate welfare gains."



Results

Discontinuous returns and regime shifting are artifacts of the
model.

1. A convicted firm can instantaneously develop and adopt new
harmful practices.

o If there is a lag - deterministically or probabilistically - then
more Al monitoring is always beneficial.
e This lag could be endogenous to the extent of Al monitoring.

2. Firms and markets are homogeneous.

e With sufficient heterogeneity, there are firms at the margin for
which more Al monitoring will deter and thus is beneficial.



