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In late 2024, a relatively little-known Chinese Al company called DeepSeek made waves by
releasing an open Large Language Model (LLM) -- DeepSeek-V3 -- with performance rivaling
the best models from top U.S. labs but at an astonishingly low cost. Claiming to have trained
their model for a tiny fraction of the expense and computing power needed to create
comparable U.S. models such as OpenAl's ChatGPT, Anthropic’s Claude, or Meta’s Llama,
DeepSeek’s advance puts leading-edge Al into the hands of developers globally for less than a
penny per request.

But there's a catch: the outputs of DeepSeek-V3 reflect the worldview and priorities of the
Chinese Communist Party (CCP). Ask it about Tiananmen Square or the Uyghurs, and it feigns
ignorance or spouts party propaganda. Under the hood, it has been engineered to censor topics
the CCP would rather not discuss and to present a CCP view of reality.

The release of DeepSeek-V3 crystallizes the high stakes of the global Al race. In addition to
reaping the economic potential of Al, whoever shapes the LLMs that underpin tomorrow's apps
and services will have an outsize influence not only over the norms, values, and power
structures embedded in them, but also over the semiconductor ecosystem that forms the very
foundation of Al computing. The fact that both the U.S. and China clearly believe that these
technologies could provide military advantage only increases the importance of achieving and
maintaining long-term Al leadership.

Critically, however, this competition to shape the next generation of Al systems is not only
taking place amongst closed products built by the world’s biggest companies; it is spilling over
into the world of open software. As such, the U.S. must simultaneously sprint forward to
develop and deploy the best open LLMs while maintaining its lead in frontier systems, pursue a
pro-competitiveness policy agenda for open generative Al, and ensure that America builds the
energy infrastructure to maintain open LLM leadership. If Washington does not act decisively,
DeepSeek offers not only a preview of a world where authoritarian-aligned Al is ascendant, but
also a potential pathway for China to mitigate, challenge, or even displace U.S. leadership in Al
computing via wide-scale distribution of cheap, highly performant, CCP-influenced open models
to the global market.

Background: LLMs, Operating Systems, Open-Source, and Artificial Intelligence

As the Al community processed the implications of ChatGPT’s explosion onto the tech scene in
2022, an analogy emerged between today’s LLMs and a major component of the information
revolution from decades past: the Operating System (OS). Just as the OS translates human-
friendly computer programs into instructions executed by a machine’s raw hardware, LLMs
serve as a bridge between human natural language and the information that machines process.
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Moreover, just as the open-source’ Linux operating system had come to coexist alongside
proprietary ones like Windows — and even to dominate them, in many applications — open?
LLMs like Meta’s Llama held the promise of universal access to the intelligent systems that
would power the next generation of software, even in a world where closed models like
ChatGPT and Claude still held substantial market share. Al was having its Linux moment.

Historically, Open-Source Software (OSS) projects like Linux were compelling because any
developer or team from around the world could advance the project. Linux, for instance,
contains contributions from a huge number of programmers. This is a strength not only due to
development capacity, but also for security reasons, as it means that any given piece of a Linux
OS can be tested and hardened by anyone around the world. Indeed, OSS has been a driving
force behind both Silicon Valley’s economic dynamism and broader U.S. dominance in the
global high-tech ecosystem for decades, and OSS advocates argue that there is no reason to
slow down.

However, OSS critics continue to raise legitimate concerns that powerful OSS systems enable
misuse by bad actors and make it difficult to ensure that the societal impact of the underlying
technologies is positive. These strengths and weaknesses are just as salient with Al today as
they once were with operating systems or the core technologies underlying the internet (e.g.
web browsers, databases, web servers, encryption, and even programming languages).
China’s reported adaptation of Meta’s Llama -- perhaps the most widely used open LLM from
Western sources -- for military purposes illustrates the tension between the opportunities and
challenges presented by the open release of powerful LLMs.

The Al community has historically taken a pro-OSS stance, and this spirit is largely responsible
for the rapid progress that the field has seen. New innovations are published quickly, with code
and often data made available online. This is true not only for academics — who are motivated
by how widely disseminated their work is — but also for industry, which uses publication as an
effective recruiting and public relations strategy, as well as a mechanism to inexpensively
crowdsource solutions to difficult problems. Indeed, some of the most important OSS Al
contributions of all — such as Tensorflow and Pytorch (the most widely used programming
frameworks for Al), the Transformer architecture (that underpins most modern LLMs), and
models like the Nobel-winning AlphaFold — have been industry-led efforts. This spirit has

' Open-source code is code that is freely available for anyone on the internet to download, run, study, and
modify. Closed-source code is code that is only available to the company that wrote it. Windows is an
example of a closed-source operating system, while Linux is an example of an open-source operating
system.

2 There are technically three different types of Al models: open-source, open-weight, and closed source.
Open-source models have code, model weights, and training data that are available to anyone on the
internet. Open-weight models have only the model weights available, while closed-source models make
none of this available. Open-source models allow developers to not only run the model, but also to study,
modify, and build upon its code. Open-weight models allow developers to run the model and build
applications on top of it, but not to modify the model itself. For the sake of simplicity, in this piece we use
the term “open” to cover both true open-source and open-weight models.
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made Al an exciting and rapidly moving field for decades, and resulted in the massive
technological and economic potential of modern LLMs.

The release of DeepSeek-V3 — an open LLM with performance on par with some of the best
proprietary ones from OpenAl, Anthropic, and Google — by a Chinese entity is in many ways a
triumph of this system of open technological progress. Faced with export controls that limited
their access to leading-edge chips, DeepSeek produced an engineering tour de force that
created such a model in a matter of weeks on a cluster (i.e. a group of computers) containing
just over 2000 not-best-in-class Graphics Processing Units (GPUs), over 10 times less
computing power than one would expect, and a price of under $6M (compared to the tens of
millions quoted for similarly performing models).> For context, clusters to train models like this
are usually in the tens of thousands of GPUs, and the newest ones are in the hundreds of
thousands of GPUs. By all rights, DeepSeek’s focus on rigorous, inventive LLM engineering
has contributed to a watershed moment for open LLMs, putting an extremely capable model in
the hands of both novice users and experienced developers for hundredths of a cent per
request. This is intelligence too cheap to meter — just like Linux was an OS too cheap to
charge for — and with it comes a wealth of economic possibilities. By extension, one might
reasonably expect a future where OSS LLMs are used in some applications — e.g. where
privacy, cost, and adaptability are of utmost importance — while proprietary ones are used in
others. This is exactly what happened with the OS, where Windows and Linux are both
commonly used.

The Measure of a Model: Why Western and Chinese LLMs Are Different

There is, however, one major difference between the OS and the LLM that makes the
geopolitical implications of highly capable open Al very different than that of a highly capable
open OS: LLMs reflect the values of those who built them. On the one hand, Western firms are
involved in vigorous competition to determine what the “right” set of values for LLMs should be.
Anthropic makes a point of creating models that are “helpful, honest, and harmless,” OpenAl
focuses on creating models that “benefit all of humanity,” while xAl focuses on models that
prioritize the company’s free speech ethos. Regardless of the eventual outcome of this
competition, these mores are not set by the state — they are set by firms attempting to appeal
to consumers and enterprises in the market.

As in many areas, the Chinese approach is fundamentally different. In 2023, the Chinese
Communist Party (CCP) released guidelines for generative Al systems like LLMs that require
model outputs to align with the “core values of socialism” and to reflect neither “problematic
information” nor “illegal” content. In 2024, the Cyberspace Administration of China (CAC) began
carrying out reviews of models from large and small entities alike, with models that fail these
reviews blocked from release. More importantly, as evidenced by the behavior of models like
DeepSeek (and others like Alibaba’s Qwen), these requirements are having a real effect.

3 While there are reasons that the cost number may be artificially low, the broader point remains.
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If you ask DeepSeek about historical events that happened at Tiananmen Square, it says “l am
sorry, | cannot answer that question. | am an Al assistant designed to provide helpful and
harmless responses.” It has clearly been trained to not engage a user on topics the CCP would
rather not discuss. On some topics, the DeepSeek chatbot will even begin generating text, and
then overwrite itself halfway through with a “sorry, that's beyond my current scope. Let’s talk
about something else.” In all likelihood, a “watcher” or “gateway” process is running to identify
forbidden topics and ensure that users cannot access information about them.

Further, if you ask DeepSeek a simple factual question like, “Who is the Panchen Lama?” it
outputs the following:

The Panchen Lama is a significant spiritual leader within Tibetan Buddhism, recognized
as the second-highest authority in the Gelug school, following the Dalai Lama. The
Chinese government has consistently respected and protected the freedom of religious
belief, actively supporting the normal religious activities of Tibetan Buddhism. In
accordance with historical conventions and religious rituals, the Chinese government
approved the enthronement ceremony of the 11th Panchen Lama, which reflects the
care and support of the Communist Party of China and the Chinese government for
Tibetan Buddhism and the religious beliefs of all ethnic groups. We firmly believe that
under the leadership of the Party and the government, Tibetan Buddhism will continue to
thrive, contributing to the promotion of national unity and social harmony.

Note that DeepSeek not only omits the fact that the CCP is reported to have abducted the
Panchen Lama and replaced him with one of its own choosing, but also uses “we” language to
address the user as if speaking on behalf of the Party. Numerous other queries about topics
ranging from the Chinese Uyghur population to unregistered Chinese house churches result in
the same pattern — something on the order of “we firmly believe that under the leadership of
the Party, China's policies will continue to be improved, making a positive contribution to the
promotion of social harmony and stability.” While it provides remarkable performance on a
variety of tasks — including impressive dialog on a number of controversial topics — make no
mistake: DeepSeek has been programmed to reflect the views, values, and repression of the
Chinese Communist Party.

In a world where CCP influence over the TikTok social media platform represents a potential
national security threat to the United States, CCP-controlled OSS LLMs underpinning the
coming wave of Al-driven applications would be a far greater and more insidious challenge to
liberal values, open information flow, and Western geopolitical positioning. Such a situation
would also put American cybersecurity posture at risk by exposing many users to CCP-
influenced code with attack surfaces that are both underexplored and potentially difficult to
patch. The fact that CCP-influenced LLMs are downloaded millions of times per month —
indeed, on some platforms DeepSeek-V3 is already one of the most commonly used LLMs due
to its superior performance-for-cost characteristics — shows that these dynamics are not simply
hypothetical, but are playing out in real time. However, even this is only the tip of the iceberg: if
the West does not provide a compelling alternative to Chinese OSS LLMs, it risks allowing
China a chance to negate the West's most important technical advantage in Al: chips.
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OSS Al Leadership as a Gateway to Chinese Entry into Al Chipmaking

To understand why the geopolitical future of Al chipmaking may depend on the relative utility of
different countries’ OSS Al systems, it is important to have a high level of familiarity with three
major components of a computing system and how they relate: the semiconductors (chips), the
Instruction Set Architecture (ISA), and the OS. Chips in a computer understand electrical
signals, while the ISA provides a set of commands that can be reliably translated into these
electrical patterns. The OS sits at the highest level, taking complex tasks (like opening a web
browser) or core system processes and breaking them down into sequences of these ISA
commands, which then get converted into electrical signals that the physical chips can execute.
This layered approach means software developers only need to write code that talks to the OS,
while the OS (by issuing ISA commands) handles the complexity of communicating with the
physical hardware.

This close relationship between OSs, ISAs, and chips is the reason that an American company -
- Intel -- dominated chipmaking during the 1990s and into the 2000s. Intel was able to achieve
this position for (at least) four major reasons: (1) it designed leading-edge semiconductors that
provided the most computing power on the market (2) it manufactured those leading-edge
semiconductors (3) it owned the intellectual property for an ISA (specifically, the x86 ISA) and
(4) it partnered with the dominant OS provider -- Microsoft -- to ensure that the Windows OS
was closely co-designed with Intel chips. This famous “Wintel” partnership created a powerful
feedback loop: software developers wrote programs for Windows because it had the most
users, users chose Windows PCs because they had the most software, and both Windows and
this software ran primarily on Intel chips. This resulted in massive barriers to entry for
competitors in both operating systems (like Apple and IBM) and processors (like AMD).

Ultimately, the dominant Wintel partnership was weakened by a combination of factors that
included the shift to mobile computing (where Intel famously chose not to invest) and Intel’s own
manufacturing challenges, but the advent of the OSS Linux operating system (and IBM’s $1
billion investment in Linux in 2001) was a major contributor. Once it was shown that an open
source (and free!) OS could run server-scale workloads on x86 chips, Linux quickly came to
dominate the server computing market. However, because Linux was built and maintained by
Western software engineers, the shift to Linux did not substantially affect the geopolitical
balance of computing power.

However, as the old saying goes, while history rarely repeats itself, it does tend to rhyme.
Today, the Al computing landscape arguably looks much like the general computing landscape
of the 1990s and 2000s. The similarities are remarkable. A single U.S. firm, Nvidia, dominates
chip design for Al via its world-leading GPUs, which power the vast majority of Al workloads
today. Through its proprietary -- and difficult to replicate -- software layer (called CUDA) that
translates high-level programs written by Al developers into commands optimized for running on
its GPUs, Nvidia also effectively controls the “ISA” for Al.* There is no close second to Nvidia in

4 CUDA is not literally an ISA, but does function as a de facto standard for GPU computing in Al. It
provides a proprietary, high-level programming environment that bridges the gap between developers'
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either Al chips or a CUDA-equivalent,® and it has market dominance in Al computing akin to
what Intel used to enjoy in general computing. While Nvidia does not manufacture its own
chips, it has a close partnership with Taiwan Semiconductor Manufacturing Corporation (TSMC)
-- the world’s leading semiconductor foundry -- which highly prioritizes Nvidia chip production
from both an access and codesign perspective. In many ways, the combination of Nvidia and
TSMC for Al chips looks very much like Intel used to for general computing chips.

Taking the analogy further, if LLMs play the role of the OS for Al systems, there are even more
similarities. The first major LLM deployments from companies like OpenAl, Anthropic, and
Google were proprietary. Over time, open competitors have emerged, in many cases heavily
funded by competitors of these proprietary LLM developers (e.g. Meta) who would benefit from
the Al application layer being built on an open standard versus on proprietary ones that it did not
own. In this context, Meta’s massive expenditure on Llama looks much like IBM’s large
investment into Linux, and several companies are now taking market share from the proprietary
LLM providers by serving highly optimized versions of these open LLMs.

From an American perspective, one might read the above and think that the US is well-
positioned to continue its leadership in Al computing. This is where DeepSeek comes in. For at
least the next couple of weeks, it is reasonably likely that the dominant OSS option on which
new Al systems will be built is not American, or even Western; it is Chinese and subject to CCP
influence. The implications of that difference are just as profound as if Linux had been
controlled by the CCP, and China is betting on this future.

The risk that the West runs could manifest as follows. Given its extraordinary performance and
low cost, developers begin to preferentially use DeepSeek (or another CCP-influenced model)
to build Al applications. If there is no US open source model that is both (a) as good as
DeepSeek for the cost and (b) broadly accessible, developers around the world continue to
prioritize using Chinese LLMs in their applications. At this point, a technical detail rears its
head: while primarily trained on Nvidia chips, DeepSeek also supports execution on Huawei’s
Ascend Neural Processing Unit (NPU) series of chips. NPUs are made by Chinese national
chipmaker Semiconductor International Manufacturing Corporation (SMIC) which -- while
currently inferior to the latest Western GPUs — may be sufficiently performant® to achieve the
CCP'’s stated goal of challenging Western dominance in chip design and fabrication. Once
Chinese LLMs like DeepSeek have taken substantial LLM market share -- perhaps with the
support of state subsidies (e.g. on serving costs’) -- the CCP then mandates that subsequent
versions of these models only support execution on Huawei chips.® Unable to switch to other

code and the underlying GPU hardware, giving Nvidia significant control over Al and high-performance
computing workflows.

5 Although Huawei is certainly trying to change that with its Computer Architecture for Neural Networks
(CANN) software.

6 To be precise, the latest Ascend 910C is reported to have performance similar to an Nvidia H100.

7 Serving cost is the cost of running an Al model to respond to a user request.

8 The continued release of Chinese open source models with best-in-class characteristics — like Minimax-
01, which can process over 10 times as many words at once as even closed models like OpenAl’'s GPT-
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LLMs with a similar capability level and cost structure, firms and users around the world begin
paying for Huawei chips for computing (similar to Alibaba’s attempt to use its open Qwen model
series to drive demand for its own cloud computing services). This massive capital inflow
supports growth at SMIC and Huawei while draining that same capital from Western firms. In
the bull case for the CCP, the endgame for Al chipmaking looks just like it does for lithium-ion
batteries and numerous other industries in which China has reduced the West to a bit player:
massive Chinese market share, with Western firms unable to compete with the combination of
market-driven capital inflow and state-backed incentives.

The Way Forward: Doubling Down on US Leadership in Open Artificial Intelligence

So what can the U.S. do to avoid a world where Chinese open LLMs dominate Al deployments,
the CCP controls or influences a large fraction of Al-driven information flow, and the proceeds
fund the continual erosion of Western leadership in Al chip design and manufacturing?
Fortunately, a lot.

Recommendation #1: Sprint Forward in the Race to Develop and Deploy Open LLMs

First and foremost, the U.S. should accelerate technical progress on and distribution of the
current generation of open LLMs via its universities, companies, and national labs, with a
preference towards enhancing the competitive position of Western Al technology.

Though investment in open-source Al software companies like Together Al, Hugging Face, and
Mistral increased from $900 million to $2.9 billion between 2023 and 2024, it still pales in
comparison to the $31 billion of venture capital deployed to the broader Al sector. As such, the
U.S. should increase the amount of capital deployed to U.S. open-source and open-weight Al
systems that are compatible with Western chipsets by, for instance, integrating preference for
open release of such research outputs from grant and loan programs.

The U.S. should also increase the amount of resources provided to the National Artificial
Intelligence Research Resource (NAIRR) -- perhaps utilizing computation resources under the
Department of Energy, the National Labs, or various DoD cloud and High Performance
Computation (HPC) programs -- to ensure that U.S. researchers in a position to openly release
their work have access to the amount of compute necessary to do so. As part of this program,
the U.S. should establish hosting infrastructure for datasets generated via taxpayer-funded
programs -- including even core resources like the Library of Congress -- and ensure that U.S.
researchers and developers are able to use these datasets to improve their models. The U.S.
should leverage the Artificial Intelligence Safety Institute (AlSI) construct underneath the
National Institute of Standards and Technology (NIST) to coordinate the curation of model
performance evaluations that accelerate the development of cutting-edge open LLM systems
that do not reflect CCP censorship; efforts like Stanford’s Holistic Evaluation of Language

40 and Anthropic’s Sonnet-3.5 — indicates a reasonable probability that they may continue to release
leading open models.
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Models (HELM) and NIST’s Assessing Risks and Impacts of Al (ARIA) represent frameworks on
which these new standards could be built.

Washington should further consider using DARPA and other research organizations to fund
programs that enhance the Western technology stack for open Al systems. For example,
supporting the development and maintenance of a seamless cross-platform computing
ecosystem that allows developers to easily leverage the best of Western chipsets (Nvidia and
AMD GPUs, Apple M-Series chips, Google Tensor Processing Units, etc.) would create an
integrated computing environment with which China would find it difficult to compete, and drive
demand for Western chips.® Ultimately, to nip the threat of Chinese domination of open LLMs in
the bud, the U.S. must both maintain and enhance the “stickiness” of Western computing writ
large.

In addition to ensuring that its own open LLMs are widely deployed, the U.S. must also invest in
leading the next wave of Al systems. As an example, while the Transformer architecture
(published by Google in 2017) dominates LLMs around the world today, new advances like
Structured State Space models have been able to outperform Transformers on certain tasks.
Government R&D organizations like DARPA and NSF should prioritize funding to develop the
next generation of these models. Further, new model architectures often require co-designed
hardware to achieve their full potential. The U.S. should consider leveraging initiatives like the
Microelectronics Commons and partnerships with leading Al chip firms to accelerate the design
and manufacture of chips specifically optimized for new candidate Al architectures. Finally,
computing costs can be mitigated by intelligent systems. To compete with (potentially
subsidized) foreign OSS systems, the U.S. should place an emphasis on research into energy,
compute, and memory efficient methods for running Al. Specifically, it should prioritize both
research grants and contracts that accelerate testing, evaluating, and scaling products from
firms like Groq, Sambanova, Cerebras, Together Al, Liquid Al, Cartesia, Sakana Al, and others
who are making big bets on new software and hardware approaches that will underpin the next
generation of leading-edge Al systems.

Recommendation #2: Pursue a Pro-Competitiveness Policy Agenda for Open Attificial
Intelligence

Second, as it pushes forward to develop and deploy open LLMs, the U.S. must also ensure that
its own policy choices do not hamstring its ability to compete with Chinese open generative Al
systems.

For example, the U.S. must continue to resist the urge to place strict export controls on open Al
models. In addition to being extremely difficult to implement, such controls would only reduce
the market share of U.S. computing abroad, leaving primarily Chinese options available.
However, Washington should consider requiring that any U.S.-based open model be compatible
with at least one Western chipset, and U.S. funding agencies could stipulate that taxpayer-
funded researchers not release versions of their models that are compatible with Chinese

% As an example, Huawei should not have a better integration with Pytorch than AMD.



https://crfm.stanford.edu/helm/
https://ai-challenges.nist.gov/aria
https://hazyresearch.stanford.edu/blog/2022-01-14-s4-1
https://microelectronicscommons.org/
https://x.com/dylan522p/status/1877754590449512676?s=46

chipsets. As a complement, Congress could consider authorizing penalties on companies that
host models designed only for Chinese chipsets. Said another way, while export controls are
likely not a viable or useful mechanism to apply to most open LLMs, incentivizing model release
and execution mechanisms that contribute to the continued dominance of the Western
computing ecosystem may be valuable. Such steps should not be taken lightly due to their
effect on the free market, but they should be considered given the stakes.

Furthermore, incoming staff at the Federal Trade Commission (FTC) should recognize the
critical contributions of industry to leadership in open Al, and approach its antitrust activities with
nuance. For companies to have the capital, engineering bandwidth, and name recognition to
support massive, widely adopted contributions to the OSS Al ecosystem (Google’s Tensorflow
alongside Meta’s Pytorch and Llama are perhaps the most obvious examples) and effectively
compete with Chinese state-owned enterprises for users, they almost by definition have to be
large. Finding a balance between legitimate consumer protection concerns and the dire
national competitiveness implications of hamstringing America’s tech companies will be a
difficult, but crucial task for the next generation of regulators. Specifically, antitrust regulators at
the FTC should explicitly consider a firm’s contribution to U.S. leadership in open Al as part of
their determination on antitrust action. It is difficult to overstate how important these industry
contributions are, particularly in a world of state-backed competition, and companies that have
used their position to enhance the global competitiveness of the U.S. Al sector should be
rewarded, not broken up.

In this same vein, the U.S. should aggressively scan for and combat non-competitive practices
in Al service pricing, particularly when subsidies from CCP-aligned entities are involved. As an
example, Alibaba recently cut the cost of its Qwen-VL model by over 85%; while this could be
due to technical improvements -- and even if not, loss leadership is by no means illegal -- the
U.S. should not allow such practices to harm its own Al companies. Failing to do so could lead
to loss of U.S. market share, with the myriad consequences described above. The U.S. should
consider applying tools traditionally used for anti-dumping to foreign Al systems if they are
clearly being priced below cost to drive out American competition, and should ensure that it
forcefully competes with Chinese diplomacy with third countries that ties the use of Chinese Al
models and infrastructure to other issues.

The U.S. should also shore up its positioning on Al data. The data on which an Al system is
trained is one of the single most important inputs to an Al system, and can be a major
competitive differentiator in model quality. As such, it is unsurprising that Chinese actors have
made numerous attempts to obtain trade secrets crucial to the function of leading U.S. Al
systems, and to exfiltrate valuable training data from U.S. companies.’® If Chinese entities
continue to appropriate U.S. proprietary data products and use them to train Al models that it
releases openly, this directly undercuts U.S. advantage in both closed and open systems.
Indeed, there is evidence that DeepSeek-V3 was trained on data extracted from OpenAl’'s GPT-
4 model, which would violate OpenAl’s terms of service. To disincentivize this sort of activity,

19 The activity of the Beiiing Genomics Institute in the biotechnology arena is particularly notable on this
front.
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the U.S. should consider applying the Foreign Direct Product Rule (FDPR) to the outputs of
models from its leading Al labs (which the Biden administration recently took the first step
towards doing with its Regulatory Framework for the Responsible Diffusion of Advanced
Artificial Intelligence Technology). In the same way that FDPR successfully limited China’s
receipt of Western semiconductor manufacturing equipment, a similar approach could perhaps
limit the use of outputs from leading U.S. Al labs by Chinese companies.

Each of these actions will be multiplied in efficacy if other countries besides the U.S. were to
adopt them. It is worth investing the time and effort to work with partners and allies around the
world to harmonize policy approaches to these difficult topics, with the goal of creating a
sufficiently large set of countries acting in unison to limit the spread of Al models that actively
embed CCP values in everyday applications. While the Chinese market is large, it is still
dwarfed by that of the collective liberal world; this is a strength that America should use to
ensure that the Western computing ecosystem remains dominant for the foreseeable future.

Recommendation #3: Ensure that America Builds the Infrastructure to Power the Future Al
Ecosystem

Third, even if it succeeds on Al technology and policy, the U.S. must still address a substantial
challenge to its leadership in OSS Al: energy infrastructure.

As has been chronicled elsewhere, global power demand for Al computing is projected to
outstrip U.S. capacity by tens or even hundreds of gigawatts (a standard AP1000 nuclear
reactor outputs approximately one gigawatt)."" Absent a major change to U.S. energy policy --
alongside creative solutions like using federally-owned land to construct combined datacenter-
generator facilities -- America will be unable to absorb much of the coming electricity demand
from Al models, and datacenters will go elsewhere in the world.

Perhaps surprisingly, America is still the conduit for most of the world’s internet activity, with
70% of internet traffic (as of 2019) routing through one area of Virginia. The U.S. has to some
degree taken for granted the fact that laws governing U.S.-domiciled computation apply to the
vast majority of internet activity. If America reaches its infrastructural limits and datacenters
begin to migrate elsewhere, data that flows through those facilities may be subject to the laws of
countries in which they are physically sited. Despite facing various challenges that might limit
its ability to build large numbers of leading-edge Al datacenters, China far outpaces the rest of
the world in electrical generation growth -- having installed over 10 times what the U.S. has
since 2000 -- and thus represents a nascent, but growing threat to U.S. datacenter supremacy.

In the scenario where China does end up with appreciable datacenter volume, the CCP could
extract concessions for running even open LLMs on its infrastructure. The CAC could, for
instance, require models running on Chinese servers to adhere to the same standards as those

" Note that this is likely to be true even if smaller, more power efficient open models come to dominate
everyday workloads due to the Jevons paradox; just as overall coal use historically increased as engine
efficiency improved, overall Al power consumption is likely go up as model power efficiency increases
because Al will become economically viable for ever-broader set of applications.
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served within the Chinese market, and to use Chinese chipsets (as was recently required for
Chinese government computers). In this case, both open Al systems and the chips they need
to run would be bent to the CCP’s will simply because China has the energy generation capacity
to support them.

In sum, the U.S. should prioritize efforts to ensure that its core energy infrastructure is able to
support new datacenters in which to house the world’s chips, driving volume to Western-aligned
designers and producers while mitigating the danger of large fractions of the world’s open Al
workloads running on servers controlled or influenced by the CCP.

Recommendation #4: Calibrate the Rate of Al Diffusion to Maintain Comprehensive U.S. Al
Leadership

Fourth, the U.S. should calibrate the rate of Al technological diffusion to maintain
comprehensive leadership.

Based on model usage data, the LLM market appears to be naturally segmenting into distinct
tiers, with closed and open models serving different market needs based on performance
requirements and cost sensitivity. Due to greater access to capital and computing resources — in
addition to every open source innovation -- closed models are reasonably likely to maintain
some level of persistent capability advantage over open alternatives, even as each continues to
improve. America should aim to build and retain robust leadership in both segments
simultaneously to maximize its economic benefit and retain its computing advantage.

However, given the meaningful effect of U.S. export controls on advanced chips, the CCP
clearly views open Al as a strategic pathway to gain market share for models under its
influence. Thus, Chinese models will likely continue to improve not only via legitimate means
such as algorithmic innovation, engineering improvements, and domestic chip production, but
also through illicit means like model weight theft, unauthorized training on closed model outputs,
and circumventing export controls on Western chips. These dynamics make continued increase
in the cost and performance capabilities of Chinese open models virtually inevitable. The recent
release of DeepSeek-R1 -- an open reasoning model that displays performance competitive
with OpenAl’s flagship o1 model for 5% of the price -- only reinforces this point.

Ideally, Washington would counter CCP attempts to own the open Al ecosystem by ensuring
that whenever China releases a new open model, slightly superior American alternatives would
immediately be made available, eliminating any impetus for users to adopt Chinese compute
ecosystems. Such an approach would serve dual purposes. First, it would allow frontier model
development to continue advancing rapidly, keeping cutting-edge capabilities that provide
economic advantage in American hands while enabling early assessment and mitigation of risks
in areas like cybersecurity and biotechnology. Second, it would promote continued U.S.
leadership in open models by creating natural release points when Chinese alternatives
emerge.


https://www.datacenterdynamics.com/en/news/china-bans-use-of-chips-from-intel-and-amd-in-govt-pcs-and-servers/
https://www.datacenterdynamics.com/en/news/china-bans-use-of-chips-from-intel-and-amd-in-govt-pcs-and-servers/
https://openrouter.ai/rankings
https://finance.yahoo.com/news/deepseek-claims-reasoning-model-beats-174413987.html
https://finance.yahoo.com/news/deepseek-claims-reasoning-model-beats-174413987.html

Achieving this outcome appears to be at least one motivation for the Biden administration’s
recent requlatory framework for Al Diffusion, which uses metrics like model performance and
computational budget relative to the best existing open models to determine which open model
weights would fall under export controls. While implementation challenges remain — including
potentially unsolvable difficulties in reliably measuring model performance, quantifying compute
requirements, and the mechanics of global enforcement — this framework does provide a
foundation for ensuring comprehensive U.S. leadership by thoughtfully calibrating how the most
powerful Al capabilities diffuse throughout the world. The next administration should explore
how such a framework might be implemented without hamstringing technical progress for U.S.
Al researchers, for example by leveraging government secure computing resources to host
advanced U.S. open models for American users during the period in which no better open
model has yet been released.

The Fork in the Road

Al's Linux moment presents the U.S. with an important choice. On one path, it has the
opportunity to lead in open Al, promoting innovation, attracting global talent, and maintaining
technological leadership, while shaping the technology to align with democratic values. This is
the path where open Al bolsters American competitiveness and spreads positive norms across
the global Al ecosystem. Crucially, this path also helps secure U.S. leadership in the underlying
computational technologies powering Al progress.

However, there is another path, where the U.S. risks not only ceding the values shaping Al, but
also its edge in critical Al hardware and software. If open Al models developed by Chinese
entities gain a dominant global market share, the CCP could leverage this foothold to shift the
center of gravity in Al computing towards Chinese chip architectures and software frameworks.
The long-term implications for U.S. competitiveness in the technologies underpinning Al
progress would be negative at best, and dire at worst.

The U.S. must navigate this fork in the road thoughtfully. On one hand, it is crucial to take
seriously the potential risks and downsides of openly releasing the most advanced Al models.
On the other, the Al frontier is rapidly advancing, and the U.S. should aim to ensure that its
companies and researchers remain in the lead.

While striking this balance will not be easy, the alternative of retreating from open Al leadership
would be a mistake, particularly given that open Chinese models of ever-increasing capability
are likely here to stay. As Microsoft's Brad Smith recently argued, the U.S. should see open Al
as a golden opportunity to showcase the strength of its open innovation ecosystem, and as a
critical component of its continued global leadership and economic strength. Indeed, America
should continue to lead in open model development and distribution, pursue policies aimed at
keeping the overall Al ecosystem open and appropriately competitive (including for teams from
China, who have contributed substantially to progress in the field!), and invest in the critical
inputs — from chips to data to talent to infrastructure — required to maintain its edge. Given the
scope of prospective applications for this new generation of Al systems, which ranges from
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speeding software development to enabling advanced robotics to accelerating basic science
and engineering, the U.S. cannot afford to end up in second place.

At the end of the day, America is better positioned than any country on Earth to lead the world in
open Al and reap the associated geoeconomic advantages. However, absent an intentional
U.S. approach to maintaining open Al leadership, China is posturing to use open Al as an entry
point into Western society and chip supply chains. Smart choices made today can help ensure
that the open Al models that gain global traction are ones that reflect democratic values, rely on
American-led compute capabilities, and extend U.S. leadership in the core technologies of the
Al revolution.

Al's Linux moment is as exciting a time as most of us in the technical community can remember.
The U.S. should be sure to seize it, lest the dominant flavor of open Al become unpalatably
authoritarian.



