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Today, the advancement of Al technologies is driving a significant shift in the
economic system, often called the Fourth Industrial Revolution. This shift neces-
sitates new research into how market dynamics are evolving with the advent of
products and services based on Al technologies. Therefore, this chapter presents
a study that explores the nature of the emerging AI market.

In selecting the study topic, the question arises regarding the extent
to which legal or quasi-level frameworks are essential for the AI market.
Introducing new technologies and the freedom of developers or suppliers to
negotiate with possible users will likely promote establishing a free market
guided by the balance of supply and demand. Additionally, legal constraints
have the potential to impede technological advancements. However, these
advancements could significantly enhance people’s lives and well-being,
particularly in the healthcare industry.

Recent tendencies highlight that the AI market should have certain limita-
tions. The legal sphere must not overlook the domain of Al, as it poses potential
dangers to society. These dangers are not just theoretical («we call on all AI labs
to immediately pause for at least 6 months the training of Al systems more pow-
erful than GPT-4""). They have already materialized through violations of human
rights, manipulations and biases. As a result, high-level international agreements
emphasize the importance of ensuring the safety and reliability of AI systems
(Bletchley Declaration?).

1 Future of Life Institute (2023). Pause Giant AI Experiments: An Open Letter. URL: https://futureoflife.org/open-let-
ter/pause-giant-ai-experiments/ (15.09.24).

2 Al Safety Summit (2023). Al Safety Summit, hosted by the UK, 1-2 November 2023 at Blechley Park. URL: https://
www.aisafetysummit.gov.uk/ (15.09.24).
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Is there a distinct market for AI technologies, or are they considered a part of
other markets, such as the information market?

The information market encompasses legal, economic, and organizational
aspects of trading information resources, technologies, and commercial services®.
In the past, it may have seemed impractical to separate the AI market from the
information market in a broad sense. However, today, there are all the necessary
conditions for this, some of which will be discussed in this chapter. Our stance on
this separation is backed by statistical data, such as AI’s vast global market share,
estimated to be $196 billion US dollars*.

Technology development in the Al and other related information markets
has outpaced the enhancement of associated laws. This creates a risk of unregu-
lated interactions among participants. Current legal acts are not fully equipped to
address these challenges, making it essential to consider general legal approaches
and principles from various fields of law. Additionally, soft law acts providing
non-binding recommendations are becoming increasingly important. Several
foreign countries, such as Japan, have been successfully implementing them
towards the AI market®.

When considering the development of the AI market, we shall address the
following issues.

1. Defining the types of goods that form the basis of interactions between
market participants, and understanding the corresponding rights
involved.

2. Organizing the Al market by classifying its components.

3. Identifying participants, similar to sellers and buyers in the market for
tangible goods.

4. Establishing the legal framework for the AI market, including the funda-
mentals for participant interactions.

Resolving these issues is essential for advancing the legal framework and
achieving a harmonious balance between technological progress, human rights,
and social stability. A better understanding of the AI market and its nature as an
economic phenomenon is critical today.

3 Velykorodna, D. (2010). Content and Structure of Information Products and Services Market [Zmist ta
struktura rynku informatsiinykh produktiv ta posluh]. Herald of the Economy, Transport and Industry, 29,
72-76. P. 75.

4 Howarth, J. (2024). 57 NEW Artificial Intelligence Statistics (May 2024). Exploding Topics. URL: https://exploding-
topics.com/blog/ai-statistics (15.09.24).

5 Hachkevych A. (2024). Sphere of Al in the Japanese Soft Law Acts. Part 1: Overview of Sources and Tendencies [Sfera
shtuchnoho intelektu v miakomu pravi Yaponii. Chastyna 1. Ohliad dzherel ta tendentsii]. European Perspectives, 2,
232-243. DOLI: https://doi.org/10.32782/ep.2024.2.36
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1. Products and services featuring Al are an integral part of the Al market,
where participants engage with one another.

A product represents the outcome of human intellectual or physical activity
and can be intended for market exchange (goods), consumption, or use in pro-
duction. The distinctiveness of a service lies in the fact that it does not satisfy the
consumer’s need with a specific material object but rather through the actions of
the service provider or their result.

The core of products and services based on Al technologies is a software sys-
tem that typically uses machine learning and can imitate human cognition to carry
out various tasks across almost all areas. This software system may be offered as a
product - a digital copy that requires installation. Meanwhile, services employing
Al technologies, delivered online, are increasingly prevalent nowadays. Examples
such as Dall-E 2, Midjourney, Stable Diffusion, and others have already gained
significant popularity.

In addition, the AI market may involve complicated Al systems such as
industrial robots, medical devices equipped with AI, automated assistants, etc.
Providing maintenance for these systems can be considered one more example
of Al services when programmed with Al functionality is considered.

In academic literature and scientific papers, the terms «AI model»and «AI
technology»are also commonly used, and they bear similarities to the concepts
previously discussed.

However, there is still no generally accepted resolution to terminological
issues, including achieving a unified understanding of these concepts. One
may frequently encounter the concept of Al, even in this chapter. It effectively
summarizes all relevant technologies, models, technologies and systems.

Additionally, the AI market is closely linked to datasets as goods. They are the
essential fuel that enables Al to self-learn and allows its algorithms to discover the
necessary patterns.

2. 'The multisided structuring of the AI market is still debated, but technolo-
gies are typically categorized as traditional or generative according to the
understanding of their possibilities (classification I).

Generative Al such as ChatGPT and similar services, is designed to produce

new digital content, including text, images, audio, video, and program code, for
use in various applications and user interfaces®. Traditional Al is sometimes

6 OECD iLibrary (2023). G7 Hiroshima Process on Generative Artificial Intelligence. URL: https://www.oecd-ili-
brary.org/science-and-technology/g7-hiroshima-process-on-generative-artificial-intelligence-ai_bf3c0c60-en
(15.09.24). P. 6.
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explained as logic because it aims to follow predefined rules. Although
traditional Al is sometimes called narrow, the prevailing view is that all existing
Al systems today are classified as narrow (or weak).

Classifying these technologies might be challenging, although helpful,
based on the implementation sphere (classification II). Al technologies are
often used in different ones. Spheres are divided into components that describe
the potential uses of AI. For example, the Al market in the information sphere
can be roughly divided into the following sectors: business information
(stock exchange, financial, and statistical information), information for
specialists (legal, medical, scientific, and technical), consumer information
(news, music, films, fiction), educational information, and information and
communication technologies’.

Structuring the market is particularly important within the legal frame-
work to develop general provisions and specific rules. The approval of indus-
try-specific frameworks for healthcare and finance in Singapore is the exam-
ple of the latter®. Recent G7 discussions also suggest that the Al market may
include software for the public sector, distinct from the private sector (clas-
sification III).

Another suggestion is to classify Al technologies depending on the tasks they
perform (classification IV).

The fifth classification, described in Fig. 1, is based on data from the Statista
company regarding Al. It considers the areas of software development and is
closely related to the classification by tasks.

3. The market of Al is driven by the voluntary actions of entities offer-
ing products and services featuring AI, as well as those seeking to
purchase and utilize Al technologies to meet their needs or achieve
desired results.

A subject of legal relations in this market is defined as a participant in
market interactions having rights and responsibilities connected with the
development and use of Al systems and technologies. In the following section,
we will explore the legal and ethical norms that impact the scope of legal
personality.

7 Kononova, Z. (2017). Overview of lectures on «Economics of Information»for full-time and part-time students
(specialty 051 Economics)] onspekt lektsii z dystsypliny [«Ekonomika informatsii»dlia studentiv spetsialnosti 051
«Ekonomika»dennoi ta zaochnoi form navchannia]. NTU «KHPTI”. P. 123.

8 Hachkevych, A. (2024). Organizational and Legal Support for the Introduction of Artificial Intelligence in Sin-
gapore. Analytical and Comparative Jurisprudence, 2, 418-428. P. 423-425. URL: https://doi.org/10.24144/2788-
6018.2024.02.71
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Figure 1. The structure of the AI market (created by the author using Statista data®)

The growth of the AI market is intricately linked to the AI life cycle. Its
clarification goes beyond the typical stages of development and utilization.
However, these processes enable us to distinguish between two primary
participant groups: developers and users. Enlarging these groups from a
legal point of view, we can further categorize product vendors (sometimes a
vendor and a developer are the same entity) and service providers, alongside
product consumers and service purchasers (see also'®). The Al market entails
more complicated patterns of interaction beyond the conventional «developer-
user»dynamic. An illustration of this complication can be observed in the
participation of Al system suppliers in the market.

The AI market heavily depends on information to facilitate transactions
among participants. The roles related to information can be broadly considered

9  Statista (2024). Artificial Intelligence - Worldwide. Statista Market Forecast. URL: https://www.statista.com/outlook/
tmo/artificial-intelligence/worldwide (15.09.24).

10 OECD Guidelines for Multinational Enterprises (2024). Artificial Intelligence & Responsible Business Conduct. URL:
https://mneguidelines.oecd.org/RBC-and-artificial-intelligence.pdf (15.09.24). P. 3.
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as the following ones: creating information (e.g., preparing data sets for
machine learning, such as data about patients with a specific disease), utilizing
information (uploading a prepared report for further analysis), storing
information (maintaining records of operations conducted with the help of AI),
and disseminating information (sharing images generated by Al on a website).
These roles determine the responsibilities of the involved entities and persons.
For instance, if a developer transfers the rights to use the system to a supplier,
and the supplier sells them to a user, the first two remain accountable for the
proper functioning of an Al system.

4. The development of the legal framework for the Al market, encompassing

the principles and typical rights and obligations for participants, presents
a particularly complex challenge.

Given the global reach of the AI market, establishing uniform standards is a
challenging priority. States that have already placed limitations on AI activities,
such as EU members, may encounter new risks stemming from the influence of
technologies utilized outside the EU and the provision of Al services online to
their own citizens by entities in other, more lenient jurisdictions.

International organizations should focus on establishing uniform
standards for artificial intelligence on a conceptual level. This includes
defining principles for AI being accountable, dependable, unbiased, and
precise. The OECD and G7 have prepared relevant documents, and the
Council of Europe is finalizing its work in this area''. The willingness of
all stakeholders, particularly developers, to adhere to these principles shall
determine public safety perspectives and the protection of human rights as
Al becomes more widely used.

Additionally, area-specific frameworks or regulatory measures are recognized
to govern the conduct of entities operating within specific areas like healthcare,
finance, education, energy, and others. Compliance with these regulations is
essential when integrating Al technologies within these regulated areas or their
related components.

Al technologies are susceptible to personal data and intellectual property
rights. AT algorithms depend on datasets that may contain personal information,
which is governed by laws such as the Law of Ukraine on the Protection of Per-
sonal Data. The components of Al systems are considered intangible intellectual

11 Council of Europe (2024). Council of Europe adopts first international treaty on artificial intelligence. URL:
https://www.coe.int/en/web/portal/-/council-of-europe-adopts-first-international-treaty-on-artificial-intelligence
(15.09.24).
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property rights. However, developers are more likely to release them as open-
source software more often.

Another important aspect is related to the laws governing the conclusion
and fulfillment of contracts. When the legal provisions concerning liability
are unclear, contracts for the utilization of Al are expected. Al systems are
subject to the same general legal restrictions as other software. They must not
be utilized for manipulation, fraud, or other harmful activities that negatively
impact people.

Thus, this chapter consolidates research findings on theoretical foundations
for the development of the AI market, considering its components and partici-
pants with the clarification of their rights and duties by the legal framework and
the types of goods forming the basis of interactions (Fig. 2).
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Figure 2. Nature of developing AI market

The research findings suggest that the development of the AI market
is contingent upon enhancing the legal frameworks and the more robust
implementation of state policy governing the implementation of AI. While the
market exhibits a degree of self-regulation due to its primarily informational
nature, legal mechanisms are strongly expected to be in place to ensure the
safety and reliability of AI technologies for society’s benefit (e.g., the forbidden
use of unacceptable risk AI systems).
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Additionally, legal and quasi-legal regulations should aim to clarify the rights
and responsibilities of all participants, thereby contributing to the overall support
and advancement of the Al market.
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NOMNEPEAXEHHS CAYXXBOI BE3MEKU YKPATHU
KPUMIHAABHUX NMPABOMOPYLLUEHb
HA OB’E€KTAX KPUTUYHOIT IHOPACTPYKTYPU
9K CKAAAOBUWN EAEMEHT CUCTEMU
3AXOAIB 3 NPOTUAIT

Anorania. CraTTio INpUCBAYEHO NOCTIIKEHHIO CUCTEMM 3aXOfiB IIOIe-
pemxenHs Cryx60i0 6esneky YkpaiHu KpUMiHa/JIbHMX IIPaBOIOPYIIEHb Ha
00’eKTax KpUTMYHOI iHQPACTPYKTYpH, sAK CKIaJOBOIO €IeMEHTY CUCTeMIU
3aXOfliB 3 INpPOTUJil 3a3HAYEHMM IPOTUIIPABHUM IIOCATAaHHAM. Po3rianyTo
npaBoBi 3acagy fisnbHOCTI Crny>k6m Oesmeky YkpaiHM IORO HONeEpemKeHHs
KpVMMiHAJIbHMX IPAaBOIOPYIIEHb Ha O0’€KTaX KPUTUYHOI iHPpPacTpyKTypwu,
30KpeMa II0/I0OKeHHs 3aKOHiB Ykpainm «IIpo HaumioHanpHy Oesneky Ykpainm»,
«ITpo Cnyx6y 6e3nexn Ykpainn», «IIpo kputuuny iHppacTpyKTypy» Ta iHIINMX
aKTiB 3aKOHOJIaBCTBA. Bu3HauyeHO OCHOBHI 3aBJjaHHSA MisUIBHOCTI CIELCTYXOu
MO0 TOHepePKeHHA KpPMMiHA/JIbHUM IIPAaBOIOPYLIEHHAM Ha 00 €KTax
KPUTUYHOI iHPpacTPyKTypH, cepeq AKUX: IPOBeNEeHH HaYKOBUX JOC/TIKEHD 3
METOI0 BMpillleHHS Ipo6jeM IollepefKeHHs KPUMiHa/JIbHUX IIPaBONOPYIIEHb;
opraHisallisi BIIPOBA/KEHHA B IPAKTUKY IIEPEJOBOTO NOCBINY IOIEpEmKEHHS
KPUMiHa/JIbHMX IIPAaBOIOPYIIEHDb; 3abe3ledyeHHs oOpraHisanil, KoopamHaii,
KOHTPOJII0, OPraHi3allilHO-METOANYHOI Ta MPAKTUYHOI JOIIOMOIM B CUCTEMi
opraniB Ciny)x6u 6e3nexy YKpainy; 3abesnedeHHs opraHisamii Ta mpoBefeHHA
3aXO/liB 3arajJibHOrO ¥ iHAMBIZYa/NbHOIO IONEpPEIKEeHHA KPUMiHaJbHUX IIpa-
BOIIOpYILI€Hb; IiITOTOBKA Ta peasisallid IIO/I0XKeHb CTpaTeriyl, 3arajbHOEp-
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