Offshoring AI crushes DoD procurement—nature of AI facilitates company mobility due to economic restrictions
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The potential relocation of U.S. AI research and development centers to other countries is another negative drawback to increases in investment restrictions. The very nature of AI technology makes it relatively easy to relocate these projects when favorable economic conditions are available elsewhere. Participants in AI projects may be located in multiple countries and have no formal contractual relationship with one another.141 The low cost of infrastructure and small physical footprint associated with AI projects means that firms can simply move development work offshore if regulations prove too onerous.142 In addition, attempts by any one country to regulate participation in such projects may not impact the development of such projects. 
At the moment, investment in AI research and development currently remains concentrated in a few technology hubs in the U.S. and China, with Europe lagging far behind.143 However, China is also helping to establish and fund new research and development centers in Europe.144 If the U.S. enacts more restrictions on Chinese investment, China may simply redirect that investment to Europe. Indeed, it appears that Europe would be ready to step into any void created by an American abdication of leadership in innovation.
Currently, the only strong AI start-up cluster in Europe is in London, but start-up activity in Germany, France, and the Nordic region is growing. In addition, Facebook is already opening an AI lab in Paris that will supplement its U.S. facilities and make it easier to recruit European talent.145 Google recently invested $4.5 million in the Montreal Institute for Learning Algorithms, a research lab at the University of Montreal, Canada.146 If legislation is overly aggressive, these U.S. AI companies may even consider relocating their research and development activities overseas to take advantage of talent and data synergies that are restricted in the U.S.
The relocation of AI research and development centers abroad would also reduce the Defense Department’s access to nextgeneration technology as the new breakthroughs would increasingly occur outside of the country. Investment restrictions would further increase the distance between U.S. technology industry and the government, which is already strained due to fallout from the Edward Snowden affair.147 At present, Peter Theil’s company, Palantir, is one of the few U.S. companies that is working with the Pentagon’s Defense Innovation Unit Experimental (DIUx) Facility, which incorporates AI into defense applications.148 The lack of cooperation between the U.S. government and private industry undercuts U.S. security by reducing opportunity for synergies with the very same domestic commercial companies that the military depends upon for “off-the-shelf technology procurement.”149 In this manner, improving the economic position of U.S. commercial industry and keeping research and development close to home has the side-effect of improving national security.150 Therefore, not only would restricting investment have the potential to drive research abroad, and cause the U.S. industry to lose out on new jobs created by this investment, it would also weaken the U.S. security position.
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