Challenge Scenario 3: Balancing Innovation and Accountability

Through Regulatory Regimes

Innovatia, a rapidly industrialising nation, has positioned itself as a global hub for tech-
nology innovation. Many local startups now focus on emerging technologies such as
artificial intelligence (Al), blockchain, and quantum computing. These contribute signifi-
cantly to Innovatia’s GDP and employ a large proportion of the young workforce. How-
ever, the adoption of derivative versions of the EU’s regulations on Al, data protection,

and competition has sparked concerns about their potential to stitle local innovation.

While these regulations aim to ensure ethical Al development, protect user data, and
maintain fair competition, local startups have raised alarms about the disproportionate
compliance costs and barriers to experimentation. They argue that the regulatory triad is
discouraging risk-taking, particularly in high-growth areas such as Al-driven healthcare,
education, and agriculture. Critics point to similar struggles in the EU, where local firms

often lag behind their global counterparts in scaling innovation.

In early 2025, "MedBot," an Al-based healthcare assistant developed by a prominent
startup, gained significant traction both domestically and globally. However, it faced
repeated regulatory setbacks due to stringent compliance requirements under Innovatia’s
new laws. These challenges delayed the deployment of critical features, which were

deemed high-risk by regulators.

Simultaneously, "SmartEyes," a wearable augmented reality device, faced accusations of
non-compliance with data protection laws due to its real-time data processing features.
Although SmartEyes eventually met the compliance standards, the delays and costs
severely impacted its market competitiveness, allowing global competitors to gain an

edge.

These incidents prompted widespread debate on whether Innovatia’s regulatory frame-
works are hindering its digital economy goals. Policymakers are now under pressure to

tind ways to strike a balance between fostering innovation and maintaining ethical stan-

dards.




Stakeholder Positions:

Tech Startups: Advocating for flexible regulations to maintain their ability to

scale.

Consumers: Expecting protection from harm caused by faulty or unethical tech-

nological products.

Civil Society Groups: Pressuring the government to prioritise safety and ethical
responsibility in tech innovation.

Global Tech Giants: Watching Innovatia’s policy moves as a precedent for

regimes in other developing counties /markets.

Problem Statement

The President’s Technology Advisory Council has convened a session to explore how

Innovatia can recalibrate its regulatory frameworks to support innovation while safe-
guarding ethical and competitive standards. You are tasked with developing policy rec-
ommendations that:

Analyse the impact of new laws, drawing relevant inferences from the EU’s

experience;
Propose tangible, data-driven pathways to foster innovation;
Explore mechanisms for international benchmarking and cross-sector collabo-

ration to ensure that Innovatia’s regulations remain globally competitive and
locally supportive.




