
Ethics in Industry
Week 6 - Case Studies in AI Ethics



Ethical actors vs ethical systems
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Gemini prompt: create an image that contrasts a stripped down wild wild west with AI vendors as cowboys against a more orderly system where AI vendors are queuing up in line.



Same company, v different levels of care
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Source: Lessig, Lawrence. Code: And other laws of cyberspace. ReadHowYouWant.com, 2009.

Pathetic Dot Theory
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Why litter (or not)?
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Because people are "ethical" or 
have "ethics

Source: https://www.bbc.co.uk/news/videos/cy7mv4d8lkno



Why do some ethically dispose of rubbish?
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• Law - fixed penalties of £80 for 
littering and £500 for fly tipping

• Market – bin collection is free for 
residential properties

• Norms – people judge others for 
littering, and especially fly tipping

• Architecture – cities centres are full of 
bins to dispose of rubbish



Why do some unethically dispose of rubbish?
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• Law - the perceived likelihood of getting 
caught is low 
o actual at ~0.1%

• Market – commercial businesses have to 
pay to dispose rubbish

• Norms – weak social ties and/or remote 
places with no people to judge

• Architecture – many rubbish disposal 
points refuse certain kinds of waste



Why does pathetic dot theory matter?
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Gemini prompt: produce a stripped down cartoon of someone laundering ethical beliefs into corporate arguments about law, norms and markets p unishing unethical behaviour



The early Internet
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The independence of (early) cyber space
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1996 at Davos



Norms favour innovation + growth over care
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See also: https://a16z.com/why-software-is-eating-the-world/



Shielded from liability
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Public Law
• Section 230 of Telecommunications 

Decency Act shield platforms from liability 
for user content

Private Law
• Deploy End User Licensing Agreements 

(EULA) with disclaimers of liability and 
caps on liability



Market forces

2/20/2026 Week 6 – Case Studies in AI Ethics 13



Indifference on both sides of two-sided market
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Lock-in limits user choice
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Network effects
• Metcalfe's law

Switching costs
• Lack of interoperability

o Porting photos + other user 
data to a new platform

• Proprietary tech

Two-sided Markets
• Content creators & consumers
• Users & advertisers



Ad buyers mostly just want eyeballs
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Source: https://www.theguardian.com/technology/2020/jun/30/th
ird-of-advertisers-may-boycott-facebook-in-hate-speech-revolt

Source: https://diversityuk.org/facebook-learns-that-sexism-is-
bad-for-business/



Oversupply of investment
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https://newsletter.pragmaticengineer.com/p/zirp



Architecture
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No real limits on building
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GPUs provide no constraints, and continue to get cheaper over timeNerds with laptops change the world.



No limits on the Internet
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Source: https://vnhsmirror.com/9131/packlife/perspectives/the-battle-over-net-neutrality/



Ethical forces were weak in the early Internet
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• Law is slow to catch up
o Platforms shielded from liability for failed content moderation
o Tech companies disclaim liability via EULAs

• Markets prioritize growth over care
o Advertisers pay for eyeballs, not
o Tech companies disclaim liability via EULAs

• Norms encourage innovation
o Techno-optimism, libertarianism etc
o "Don't be evil", "move fast and break things"

• Architecture provides few constraints
o Net-neutrality forces ISPs to serve tech content at no cost
o General purpose hardware gets exponentially cheaper



The AI era
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The rise of tech responsibility?
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Norms more focused on care
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Source: https://hbr.org/2019/01/the-era-of-
move-fast-and-break-things-is-over



Law
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Section 230 meets AI
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Source: https://businesslawreview.uchicago.edu/print-
archive/generative-ai-meets-section-230-future-liability-
and-its-implications-startup

"The rapid advancement of (AI) is testing 
the limits of Section 230 of the 
Communications Decency Act.

...
AI’s ability to create its own content blurs 

the traditional distinction between 
platforms acting as passive hosts and those 

functioning as active publishers. 
...

This Comment argues that broad rollbacks 
or carve-outs from Section 230 protections 

would impose disproportionate burdens on 
smaller companies, exposing them to 

increased litigation risks, major 
compliance costs, and crucially, barriers to 

innovation."



Lawsuits proliferate
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Source: https://www.theguardian.com/technology/2026/jan/08/
google-character-ai-settlement-teen-suicide

Source: Testudo



Laws + regulations proliferate
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Market forces
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Rapid growth, but no dominance
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Less user lock-in?
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More discerning investment?
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Plenty of funding for AI
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Source: https://news.sky.com/story/fears-grow-of-ai-bubble-and-here-are-the-pressure-points-that-could-
burst-it-13486328



Employee boycotts (labour market trouble)
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Source: https://www.artificialintelligence-news.com/news/the-
openai-files-ex-staff-claim-profit-greed-ai-safety/

Source: https://www.nytimes.com/2018/06/01/technology/goo
gle-pentagon-project-maven.html



Architecture
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Expensive architecture blocks disruptors
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With great generativity, comes great responsibility?
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Source: https://www.geeksforgeeks.org/artificial-intelligence/what-is-generative-ai/

Uncertainty

Uncertain



Data centres freely built, for now?
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Were ethical forces stronger in the AI era?
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• Laws less permissive
o Section 230 may not apply
o Laws passed like EU AI Law

• Markets less forgiving?
o Minimal LLM-lock in, employees willing to boycott, ad buyers 

more discerning... ?
o End of ZIRP, although there's an AI bubble

• Norms encourage innovation
o More focus on responsibility, ethics etc
o Dropped "Don't be evil", "move fast and break things"

• Architecture 
o Training costs as a barrier to entry
o Unpredictable technology necesitates guardrails?



Examples of AI Ethics
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Why did X cave on deepfakes?
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"On Musk’s social media app X, the Grok AI image 
generation reply bot has been made for paying 
customers only and has been seemingly restricted 
from making sexualized deepfakes after a wave of 
blowback from users and regulators. But on the 
Grok standalone app, website, and X tab, users can 
still use AI to remove clothing from images of 
nonconsenting people."

Source: https://www.nbcnews.com/tech/internet/x-paywall-ai-image-grok-
app-bikini-allows-sexual-deepfakes-rcna252647



Why wasn't Google first to market?
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Source: https://www.m9.news/social-media-viral/google-
spends-2-7-billion-on-one-employee-noam-shazeer/

"Noam Shazeer left in 2021 
to start his own venture. The 
reason for his departure was 
Google refusing to launch a 
chatbot Meena that he 
developed."
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System prompts vs pathetic dot theory
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Source: https://www.lesswrong.com/posts/vpNG99GhbBoL
ov9og/claude-4-5-opus-soul-document

Source: https://pub.towardsai.net/leaked-grok-4-prompts-
reveal-how-ai-companies-build-ideology-engines-
d5d32f97d312



How does architecture limit AI wrappers?
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Interactions between forces?
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Case Studies
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Apply pathetic dot theory to...

• School children creating 

deepfakes of each other.
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Apply pathetic dot theory to...

• Lawyers using LLMs to produce work product.
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Apply pathetic dot theory to...

• A marketing team looking to scale-up content by 

adopting an GenAI-app built on a foudation LLM
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