EU AI Act ensures most US companies already have to comply with enhanced compliance costs
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The EU AI Act has far-reaching implications for US AI companies and policymakers. Companies developing or deploying AI systems in or for the EU market will have to navigate the Act’s strict requirements, which requires significant changes to their AI development and governance practices. This likely would involve investments to improve risk assessment and mitigation processes, ensure the quality and representativeness of training data, implement comprehensive policies and documentation procedures, and establish strong human oversight mechanisms. Besides significant penalties, noncompliance with the Act’s provisions may result in reputational damage which can be significant and long-lasting, resulting in a severe loss of trust and credibility, as well as widespread public backlash, negative media coverage, customer loss, partnerships, investment opportunities, and boycott calls.
The AI Act’s extraterritorial reach means that US companies will be impacted if their AI systems are used by EU customers. This emphasizes the importance for US AI companies to closely monitor and adapt to the changing regulatory landscape in the EU, regardless of their primary market focus.
As Thierry Breton, the European Commissioner for Internal Market, said on X (formerly Twitter), “Europe is NOW a global standard-setter in AI”. The EU AI Act will likely shape AI legislation in other countries by setting a high-risk-based regulation standard for AI governance. Many countries are already considering the EU AI Act as they formulate their AI policies. François-Philippe Champagne, Canada’s Minister of Innovation, Science, and Industry, has stated that the country is closely following the development of the EU AI Act as it works on its own AI legislation. A partnership that is already strong with the boost of their joint strategic digital partnership to address AI challenges by implementing the EU-Canada Digital Partnership.
Similarly, the Japanese government has expressed an interest in aligning its AI governance framework with the EU’s approach as Japan’s ruling party is expected to push for AI legislation within 2024. As more countries find inspiration in the EU AI Act, similar AI penal provisions are likely to become the de facto global standard for AI regulation.
The impact of the EU AI Act on the technology industry is expected to be significant, as companies developing and deploying AI systems will need to devote resources to compliance measures, which raise costs and slow innovation in the short term, especially for startups. However, the Act’s emphasis on responsible AI development and protecting fundamental rights is the region’s first attempt to set up guardrails and increase public trust in AI technologies, with the overall goal of promoting long-term growth and adoption.
Tech giants, like Bill Gates, Elon Musk, Mark Zuckerberg, and Sam Altman have repeatedly asked governments to regulate AI. Sundar Pichai, CEO of Google and Alphabet, stated last year that “AI is too important not to regulate”, and the EU AI Act is an important step toward ensuring that AI is developed and used in a way that benefits society at large.
As other countries look to the EU AI Act as a model for their own legislation, US policymakers should continue engaging in international dialogues to ensure consistent approaches to AI governance globally, helping to ease regulatory fragmentation.
The EU AI Act is a watershed moment in the global AI governance and regulatory landscape, with far-reaching implications for US AI companies and policymakers. As the Act approaches implementation, it is critical for US stakeholders to proactively engage with the changing regulatory environment, adapt their practices to ensure compliance and contribute to the development of responsible AI governance frameworks that balance innovation, competitiveness, and fundamental rights.
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