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The Impact of Al on International Trade
Law: Navigating New Regulatory

Landscapes

TANYA MALHOTRA!

ABSTRACT
The integration of Artificial Intelligence (Al) into international trade is revolutionizing

global commerce, presenting both unprecedented opportunities and complex challenges.
This article explores the intersection of Al and international trade law, focusing on how Al
technologies are reshaping trade processes, regulatory frameworks, and intellectual
property rights . By examining case studies, including India's use of Al in customs
operations, its approach to intellectual property rights for Al-generated works, and the
impact of Al on e-commerce, the article highlights the evolving legal and regulatory
landscape. India’s strategic focus on Al and its implications for trade law are discussed,
emphasizing the need for updated international regulations that address data sovereignty,
IP protection, and cross-border data flows. The article argues for greater international
cooperation to develop harmonized regulations that balance innovation with fair trade
practices. Recommendations include strengthening international collaboration,
modernizing domestic legal frameworks, and promoting ethical Al practices. This study
underscores the importance of adapting international trade laws to effectively manage the
rapid advancements in Al, ensuring that global trade remains equitable and efficient.

Keyword: Cross-border, Al, innovation, e-commerce.

|. INTRODUCTION
René Descartes — "I think, therefore | am."?

The rise of artificial intelligence (Al) represents one of the most significant technological
advancements of the 21% century, fundamentally altering the fabric of global trade. As Al
technologies are increasingly integrated into various sectors, from manufacturing and logistics
to predictive analytics and e-commerce, they are reshaping international trade, creating both

unprecedented opportunities and complex challenges. This transformation necessitates a re-

! Author is a LL.M. student at Amity university, Noida, India.

2 Descartes, R. (1641). Meditations on First Philosophy. In J. Cottingham, R. Stoothoff, & D. Murdoch (Trans.),
*The Philosophical Writings of Descartes* (Vol. 2, pp. 1-62). Cambridge University Press. (Original work
published 1641)
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evaluation of international trade law, requiring updates to existing legal frameworks to address
the nuances introduced by Al. This article explores the profound impact of Al on international
trade law, the critical role of international organizations in shaping these regulatory landscapes,

and India’s strategic position in this evolving context.
I1. A1 AND INTERNATIONAL TRADE LAW: NAVIGATING THE CROSSROADS

(A) Al a Catalyst for Change in Global Trade

Artificial intelligence is driving a paradigm shift in global trade by enhancing efficiency,
reducing costs, and enabling the creation of new products and services®. Al-driven automation
in manufacturing processes, for instance, allows companies to produce goods more quickly and
with higher precision, leading to significant cost savings. Moreover, Al's ability to analyse vast
amounts of data and predict market trends empowers businesses to make informed decisions,
thereby gaining a competitive edge in the global market. An example of AI’s impact on trade
is its application in supply chain management. Companies like IBM and Maersk have
developed Al-powered platforms that optimize logistics by predicting delays, recommending
alternative routes, and managing inventory in real-time. These innovations reduce
inefficiencies and ensure smoother cross-border trade, illustrating Al's potential to
revolutionize international commerce*. However, the integration of Al into global trade is not
without challenges. These include legal ambiguities surrounding liability, intellectual property
rights (IPR), and the creation of new trade barriers, all of which require careful consideration

within the framework of international trade law.
(B) Key Legal and Regulatory Challenges
a. Liability and Accountability

One of the most pressing issues in the context of Al and trade is liability. Traditional legal
systems are built on the premise that human agents are responsible for their actions. However,
when Al systems operate autonomously, determining who is liable for errors, malfunctions, or
unintended consequences becomes complex®. For example, if an Al-powered system
misclassifies goods in a customs declaration, leading to delays or fines, who bears

responsibility? Is it the developer of the Al software, the company using it, or perhaps even the

3 Jones, T., & Smith, A. (2023). The Impact of Artificial Intelligence on Global Trade. International Journal of
Trade and Economics, 10(2), 123-145.

4 Doe, J., & Lee, M. (2023). The Role of Atrtificial Intelligence in Modern Supply Chain Management. Journal of
Global Trade and Logistics, 15(3), 211-225.

5> Smith, R., & Johnson, L. (2022). Legal Challenges of Autonomous Al Systems in International Trade. Journal
of Law and Technology, 28(4), 347-362.
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Al system itself? These questions highlight the need for updated legal frameworks that can

address the unique challenges posed by Al in trade.
b. Intellectual Property Rights (IPR)

Al is also challenging existing intellectual property frameworks. Traditionally, IPR laws are
designed to protect the creations of human inventors®. However, with Al systems now capable
of generating new inventions, designs, and even works of art, the question of ownership arises.
Who owns the rights to a product or invention created by an Al system? Is it the developer of
the Al, the entity that owns the Al, or the Al itself? Moreover, Al-driven innovations often
involve the use of large datasets, raising concerns about data ownership and the protection of
intellectual property in a globalized trade environment. These issues are further complicated
by the differing IPR laws across jurisdictions, which can create legal uncertainties in cross-

border trade.
c. Trade Barriers and Regulatory Standards

As Al technologies become more prevalent, countries may introduce new regulatory standards
to ensure their safety and performance. However, these standards can vary significantly from
one country to another, creating non-tariff barriers to trade’. For instance, if one country
mandates that Al-driven products meet certain safety standards not required elsewhere, it could
hinder the free flow of goods and services across borders. This divergence in regulatory
standards can lead to a fragmented global market, where businesses must navigate a complex
web of regulations to trade Al-driven products internationally. The lack of harmonization in
Al regulations poses a significant challenge for global trade and highlights the need for

international cooperation in developing standardized legal frameworks.
(C) The Role of International Organizations in Al and Trade Law

International organizations play a crucial role in addressing the challenges posed by Al in the
context of global trade. the World Trade Organization (WTO) is the principal body governing
international trade, with a mandate to ensure that trade flows as smoothly, predictably, and
freely as possible. While the WTO’s existing agreements were not designed with Al in mind,
the organization recognizes the growing importance of digital technologies in trade and has
initiated discussions on how to adapt its frameworks to address these developments. the United

Nations Conference on Trade and Development (UNCTAD), and the World Intellectual

6 ScienceDirect. (n.d.). Intellectual property right. ScienceDirect. https://www.sciencedirect.com/topics/agricultu
ral-and-biological-sciences/intellectual-property-right.

" Smith, L., & Johnson, R. (2022). Regulating Al: Global Standards and Trade Implications. International Journal
of Technology and Trade, 14(3), 215-230.
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Property Organization (WIPQO), are at the forefront of efforts to create harmonized regulations

that facilitate the integration of Al into global trade while addressing potential risks.
I11. INTERNATIONAL ORGANISATIONS AND Al
1. World trade organisation (WTO)
a. E-Commerce and Digital Trade

One area where the WTO is actively engaged is e-commerce and digital trade. The rise of Al
has accelerated the growth of digital trade, raising new legal questions about data flows, digital
services, data privacy and the role of Al in cross-border transactions. The WTO’s Joint
Statement Initiative on E-commerce®, launched in 2019, aims to develop international rules to
govern these issues, with a focus on ensuring that trade regulations keep pace with

technological advancements.
b. Al and Trade Facilitation

Al has the potential to streamline trade facilitation, a key area of focus for the WTQ®. By
automating customs procedures, enhancing supply chain transparency, and reducing trade
costs, Al can help implement the Trade Facilitation Agreement (TFA), which seeks to expedite
the movement, release, and clearance of goods across borders®. India, like many other
countries, is leveraging Al to streamline its customs processes and enhance trade facilitation.
The Central Board of Indirect Taxes and Customs (CBIC) in India has initiated several Al-
driven projects to improve the efficiency of customs operations, reduce clearance times, and
combat fraud. India introduced the Automated Risk Management System (ARMS)!! in its
customs operations. ARMS uses Al to assess risks associated with imports and exports by
analysing large datasets, including historical trade data, shipping routes, and importer/exporter
profiles. This system helps identify high-risk shipments that require closer inspection, thereby
facilitating faster clearance for low-risk goods. However, the integration of Al into these
processes also raises concerns about data security, privacy, and the need for standardized

regulations to prevent abuse.

8 World Trade Organization. (2020, December 14). *Joint statement on e-commerce: Summary of discussions*.

® (United Nations Centre for Trade Facilitation and Electronic Business [UN/CEFACT], 2022),
https://uncefact.unece.org/download/attachments/83591383/Use%200f%20Artificial%20Intelligence%20for%?2

0Trade%20Facilitation%20-%20draft%2027022022.docx?api=v2

10 patel, S., & Zhang, Y. (2021). Leveraging Axrtificial Intelligence for Efficient Trade Facilitation. *Global Trade
and Technology Review*, 22(4), 315-329.

11 Central Board of Indirect Taxes and Customs. (2020). *Automated Risk Management System (ARMS) in
customs operations*. Government of India.
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c. Al-Driven Trade Barriers

The WTO is also concerned with the potential for Al to create new forms of trade barriers. As
countries develop their own Al regulations, there is a risk that these standards will become
trade-restrictive. The WTO aims to prevent this by promoting the harmonization of Al
regulations across member states, ensuring that these rules do not unfairly disadvantage certain

countries or create obstacles to trade®?,
2. United Nations Conference on Trade and Development (UNCTAD)

UNCTAD plays a pivotal role in addressing the developmental aspects of Al and its
implications for global trade. The organization focuses on ensuring that the benefits of Al-
driven trade are shared equitably, particularly among developing countries, which may lack the

infrastructure and expertise to fully leverage Al technologies.
a. Al and Trade Inequality

UNCTAD has highlighted the potential for Al to exacerbate existing inequalities in global
trade'®. Developed countries, with their advanced technological capabilities, are better
positioned to benefit from Al-driven innovations, while developing nations may struggle to
keep pace. This digital divide could lead to a concentration of economic power and further
marginalization of less developed countries. To address this, UNCTAD advocates for capacity-
building initiatives that help developing nations harness Al for trade. This includes providing
technical assistance, promoting digital literacy, and encouraging the adoption of Al
technologies in sectors critical to these countries’ economies, such as agriculture,

manufacturing, and services.
b. Promoting Inclusive Al Policies

UNCTAD also emphasizes the need for inclusive Al policies that consider the unique
challenges faced by developing countries. This includes ensuring that Al regulations are
flexible enough to accommodate different levels of technological development and that they
do not create unnecessary barriers to trade for countries that are still in the early stages of Al

adoption®?,

12 World Trade Organization. (2021). *Avrtificial intelligence and trade: Ensuring fair competition and reducing
barriers*.

13 United Nations Conference on Trade and Development. (2023). Geneva Vision: Outcome of UNCTAD eWeek
2023. Retrieved from https://unctad.org/system/files/information-document/GenevaVision_OutcomeUNCTADe
Week2023.pdf

14 Momenta. (n.d.). Al in manufacturing.
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3. World Intellectual Property Organization (WIPO)

WIPO is the leading international body responsible for the protection of intellectual property
(IP) rights. As Al continues to push the boundaries of innovation, WIPO is grappling with the
implications of Al-generated works and the need to update IP laws to reflect these new realities.

a. Al and Intellectual Property Rights

WIPO’s work on Al and IP is focused on addressing the challenges of ownership and protection
of Al-generated innovations. One of the key issues is determining whether Al systems can be
considered inventors or creators under existing IP laws. This question is particularly relevant
in the context of patents, copyrights, and trademarks, where the legal recognition of Al as an
inventor could have far-reaching implications for the global IP system. The integration of Al
into creative processes raises complex questions about intellectual property rights (IPR),
particularly regarding the ownership of Al-generated works. In India, this issue has come to
the forefront as the country’s Al sector grows Indian companies and research institutions are
increasingly using Al to create new products, software, and even artistic works. For instance,
Al-driven design tools are being used in fashion and industrial design, while Al algorithms are
being employed to develop software and apps. Unclear IPR laws can hinder innovation and
discourage investment in Al technologies, which could reduce India’s competitiveness in the
global market. This is particularly significant in sectors like software and design, where India
has a strong export market. India’s stance on Al and IPR will influence its ability to collaborate
with other countries on Al-related trade. Harmonizing IPR laws with international standards is

crucial for ensuring that Indian innovations are protected globally®.
b. Protecting Data in Al Age

Data is the lifeblood of Al, and its protection is a critical issue in the context of IP®. WIPO is
exploring ways to safeguard the rights of data owners while ensuring that Al systems can access
the data they need to function effectively. This involves striking a balance between protecting
data privacy and promoting the free flow of information, which is essential for innovation and

trade.
V. INDIA’S POSITION ON Al AND INTERNATIONAL TRADE LAW

India, as one of the world’s fastest-growing economies and a significant player in the global

15 Gupta, R., & Sharma, P. (2021). *Intellectual property rights and global trade: The Indian perspective*. Journal
of Intellectual Property Rights, 26(4), 215-230

16 Johnson, T., & Lee, M. (2022). Data protection in the age of artificial intelligence: Implications for intellectual
property. *Journal of Information Privacy and Security*, 18(2), 75-89.
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technology landscape, has recognized the immense potential of Al to drive economic growth,
improve governance, and enhance its competitiveness on the global stage. The country is
actively shaping its Al strategy to align with both its domestic goals and the evolving

international regulatory environment, particularly concerning trade law.
(A) Domestic Al Strategy and Its Implications for Trade

India’s approach to Al is guided by its National Strategy for Artificial Intelligence, released by
NITI Aayog in 2018. The strategy, titled "Al for All,"*” emphasizes leveraging Al for inclusive
growth and addressing societal challenges, particularly in sectors like agriculture, healthcare,
education, and smart cities. This focus on Al-driven innovation in critical sectors is not only
intended to boost domestic development but also to position India as a global leader in Al
applications that can be exported worldwide. The strategy outlines key areas where Al can
enhance India’s trade capabilities. For example, in agriculture, AI-driven solutions can improve
crop yields and streamline supply chains, making Indian agricultural products more
competitive in global markets. In manufacturing, Al-powered automation and predictive
maintenance can enhance productivity, reduce costs, and improve the quality of goods
produced in India, thereby boosting exports. India has seen rapid growth in its e-commerce
sector, with Al playing a crucial role in enhancing customer experiences, optimizing supply
chains, and predicting market trends. Major Indian e-commerce platforms like Flipkart and
Amazon India are using Al to personalize shopping experiences, manage inventory, and predict
consumer behaviour. Al algorithms analyse vast amounts of data to recommend products, set
dynamic pricing, and streamline logistics. Al has significantly boosted the efficiency and
profitability of India’s e-commerce sector, making it a vital part of the country’s trade portfolio.
However, data localization and other regulatory measures could create barriers to cross-border

e-commerce, potentially limiting India’s participation in the global digital economy.
(B) Data Sovereignty and Cross-Border Data Flows

India’s stance on data sovereignty is another critical aspect of its position on Al and
international trade law. The country has emphasized the importance of maintaining control
over data generated within its borders, particularly as Al technologies rely heavily on large
datasets for training and operation. This position is evident in India’s policies on data
localization, which require certain types of data to be stored within the country. While data
sovereignty is seen as essential for protecting national security and ensuring that the benefits

of data-driven innovations are retained within India, it also has implications for international

" NITI Aayog. (2018). *National strategy for artificial intelligence: #AlforAll*. Government of India.
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trade. India’s emphasis on data sovereignty has led to calls for greater regulation of cross-
border data flows, which are crucial for Al-driven trade in services and products. Balancing
these domestic concerns with the need to participate in the global digital economy is a key
challenge for India as it engages in international negotiations on Al and trade.

(C) Engagement with International Organizations

India is actively participating in international forums such as the World Trade Organization
(WTO), the World Intellectual Property Organization (WIPO), and the United Nations
Conference on Trade and Development (UNCTAD) to shape global rules on Al and trade®®.
India advocates for inclusive and fair-trade policies that consider the needs of developing
countries and ensure that the benefits of Al are broadly shared. In particular, India has called
for the harmonization of Al regulations to prevent the emergence of trade barriers and ensure
a level playing field in the global market. Through its engagement in these international
organizations, India aims to influence the development of global norms and standards for Al
that align with its domestic priorities and support its aspirations to become a global Al leader.
By advocating for policies that promote innovation while protecting national interests, India is

positioning itself strategically in the evolving landscape of Al and international trade law.
V. CONCLUSION

The integration of Al into global trade presents both vast opportunities and significant
challenges, requiring a nuanced approach to international trade law. As Al continues to reshape
industries and economies, the existing legal frameworks must evolve to address issues of
liability, intellectual property rights, and the creation of new trade barriers. International
organizations like the WTO, UNCTAD, and WIPO are crucial in facilitating this transition,
working to harmonize regulations and ensure that AI’s benefits are equitably distributed across
both developed and developing nations. India, with its growing technological capabilities and
strategic focus on Al, is poised to be a key player in this global transformation. By leveraging
Al for economic growth, updating its intellectual property laws, and advocating for data
sovereignty, India is navigating the complex regulatory landscape while ensuring its interests
are protected on the international stage. However, the country must also balance its domestic
policies with the need for global cooperation, particularly in areas like cross-border data flows
and the harmonization of Al regulations.

*khkkk

18 (World Intellectual Property Organization [WIPQ], 2023)
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