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BRIDGING THE GAP BETWEEN TRADITIONAL LEGAL SYSTEM &
DYNAMIC TECHNOLOGY

DOMAIN STRENGTHS

ESTABLISHED

TRADITIONAL CHANGE; POTENTIAL FOR ETHICAL
PRINCIPLES

LEGAL SYSTEM CHALLENGES IN NEwW CONTEXTS (E.G.,

(FAIRNESS, JUSTICE)
OUTDATED LAWS, SYSTEMIC BIAS)

SLowW TO ADAPT TO TECHNOLOGICAL

ETHICAL RISKS (PRIVACY, BIAS); LACK OF
CLEAR REGULATION; UNINTENDED
CONSEQUENCES FROM RAPID ADOPTION

DYNAMIC AGILITY, FAST
TECHNOLOGY INNOVATION



FOUNDATIONS OF STABILITY:
THE ROLE OF ESTABLISHED PRINCIPLES IN THE TRADITIONAL LEGAL SYSTEM

THEY ALSO PROVIDE | '
A RELIABLE L v
THESE PRINCIPLES, FRAMEWORK FOR : ' o
WHEN FORMALIZED RESOLVING
THE TRADITIONAL AS LAWSAND DISPUTES,
LEGAL SYSTEM IS REGULATIONS, DELIVERING
BUILT ON CREATE THE JUSTICE, AND
STEADFAST, FOUNDATION FOR SAFEGUARDING
ESTABLISHED SOCIETAL ORDER INDIVIDUAL

PRINCIPLES. AND STABILITY RIGHTS..



CHALLENGES OF ADAPTING TRADITIONAL LAW TO RAPID
TECHNOLOGICAL CHANGE

DIGITAL AND

THE FAST PACE OF
TECHNOLOGICAL

DEVELOPMENT CAN
CONTRAST, EVOLVE AT AN GENERATE

TECHNOLOGICAL

INNOVATIONS, BY

EXTRAORDINARY SPEED. UNPRECEDENTED
THEY CONSISTENTLY SCENARIOS THAT
| EXISTING LAWS
MAY NOT HAVE
ANTICIPATED OR
ADDRESSED.

INTRODUCE NEW TOOLS,
PLATFORMS, AND MODES

OF INTERACTION THAT

. DISRUPT EXISTING NORMS. %




Phases as aLegal Evolution

| CHARACTERISTICS | LAW TYPE SOCIAL EFFECT

INITIAL AWARENESS HIGHLIGHTING HARM, | NON-BINDING | BEGINS SHIFTING
(SOFT LAW) VOLUNTARY CHOICE GUIDANCE ATTITUDES, OPENS DEBATE

CONDITIONAL

RESTRICTING USE ADVISORY/ PARTIAL COMPLIANCE,
RESTRICTION (SOFT
(E.G., BEFORE PRAYER) | RESTRICTED SELF-MONITORING

LAW — TRANSITION)

CATEGORICAL SOCIETAL NORM
FINAL BAN (HARD BINDING

PROHIBITION, SOLIDIFIED, LEGAL
LAW) COMMAND

PENALTIES COMPLIANCE ENFORCED
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MAPPING GRADUAL LEGAL EVOLUTION TO ADAPTIVE TECHNOLOGY
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Legislative Strategies

CHARACTERISTICS LAW TYPE SOCIAL EFFECT

STRATEGY | POLICY CONTEXT Al EXAMPLE (EUROPE/CHINA) BUSINESS PRACTICE EXAMPLE

WAIT AND EARLY UK/US STANCES & MOST

SEE

DELAY MAJOR COMMITMENTS; CONSERVATIVE DIGITAL ADOPTION,

MONITOR TRENDS COUNTRIES BEFORE EU Al ACT OBSERVE OTHERS FIRST4

PHASED ROLLOUTS, INNOVATION

LEARN BASED ON FEEDBACK REQUIREMENTS FOR LABELLING

LABS1

EU Al ACT—COMPREHENSIVE AND § COMPLIANCE-DRIVEN

HARD LAW J IMMEDIATE, BINDING RULES

ENFORCEABLE IMPLEMENTATION (GDPR)

CHINA'SINITIAL ETHICAL CORPORATE SOCIAL RESPONSIBILITY

NON-BINDING STANDARDS

TEST AND ||TERATIVE, PILOT-LED; ADAPT |REGULATORYSANDBOXES; PILOT
SOFT LAW | |

I CONTROLLED MARKET TESTS,

GUIDELINES; INDUSTRY CODES STANDARDS

STRATEGY | POLICY CONTEXT Al EXAMPLE (EUROPE/CHINA) BUSINESS PRACTICE EXAMPLE




DILEMMA VS. PROBLEM

DILEMMA PROBLEM

A CHOICE BETWEEN TWO (OR MORE) AN OBSTACLE OR DIFFICULTY WITH A

DEFINITION
EQUALLY UNDESIRABLE OPTIONS. POTENTIAL SOLUTION..
NATURE NO CLEAR RIGHT ANSWER; BOTH CHOICES
HAS A CLEAR SOLUTION OR CAN BE FIXED JHAVE NEGATIVE ASPECTS.
DECISION- I1REQUIRES WEIGHING OPTIONS AND INVOLVES IDENTIFYING THE CAUSE AND
MAKING MAKING A DIFFICULT CHOICE. IMPLEMENTING A SOLUTION.
i MAY RESULT IN NEGATIVE CONSEQUENCES JAIMS FOR A POSITIVE OUTCOME BY
REGARDLESS OF THE CHOICE MADE. RESOLVING THE ISSUE.
COMP OFTEN INVOLVES ETHICAL OR MORAL CAN RANGE FROM SIMPLE TO COMPLEX,
LEXTTY CONSIDERATIONS. BUT NOT NECESSARILY ETHICAL.
CHOOSING BETWEEN TWO EQUALLY
EXAMPLES A BROKEN MACHINE THAT NEEDS FIXING.
QUALIFIED CANDIDATES FOR A JOB.
EMOTIONAL JCAN CAUSE SIGNIFICANT STRESS DUE TO MAY CAUSE FRUSTRATION BUT IS OFTEN
IMPACT THE NATURE OF THE CHOICES. MORE STRAIGHTFORWARD.
MAY NOT HAVE A SATISFACTORY CAN OFTEN BE RESOLVED WITH A CLEAR
RESOLUTION
RESOLUTION. SOLUTION.




HEDGEHOG DILEMMA METAPHOR

INTIMACY ZHILOSOPHER INTIMACY | SOLATION
VS, : RTHUR
|SOLATION CHOPENHAUER

OPTIMAL
DISTANCE

BALANCED RELATIONSHIP




Judge Frank Caprio-Compassion Vs. Strict Adherence to the
L aw

A SINGLE MOTHER WITH THREE
CHILDREN APPEARED BEFORE HIM,
OWING $300 IN PARKING TICKETS.

DESPITE HER PLEA THAT SHE COULD
NOT AFFORD TO PAY, CAPRIO, EAGER
TO ESTABLISH HIMSELF ASA FIRM
JUDGE, REFUSED TO REDUCE THE
FINES.

HE SUGGESTED A PAYMENT PLAN,
BUT THE WOMAN INSISTED SHE
COULD NOT PAY EVEN WITH SUCH AN
ARRANGEMENT.

CAPRIO ULTIMATELY RULED THAT
SHE HAD TO PAY THE $300 OR FACE
HAVING HER CAR BOOTED

CAPRIO'S FATHER, ANTONIO,
WHO WAS PRESENT IN THE
COURTROOM THAT DAY, WAS
DEEPLY DISAPPOINTED BY
HIS SON'S DECISION.

FRANK CAPRIO

AFTER THE CASE, CAPRIO'S
FATHER EXPRESSED HIS
DISMAY, SAYING, " FRANK,
THAT WOMAN... SHE WAS
SCARED.

Compassion
in the Courl

LIFE-CHANGING STORIES
FROM AMERICA'S NICEST JUDGE

Y OU SHOULD HAVE TALKED
TO HER, SHOULD HAVE
UNDERSTOOD HER
PROBLEMS.

Y OU CAN'T TREAT PEOPLE
LIKE THAT, FRANK




Real-World Examples of Problems and Dilemmas

PROBLEMS DILEMMAS

ETHICAL DILEMMAS

MATHEMATICAL PROBLEMS: INVOLVE CONFLICTS BETWEEN MORAL PRINCIPLES,
1+1=2 MAKING IT DIFFICULT TO CHOOSE THE RIGHT COURSE OF
e CLASSIC EXAMPLE OF A PROBLEM ACTION:
9
RN EORARD S5 UTIE II\E/ll\/| PLOYEE PRIVACY VS. EMPLOYER’S RIGHT TO
ONITOR:

TECHNICAL | SSUES.
PRODUCT SAFETY VS. PROFIT:

A COMPUTER NOT BOOTING DUETO A

FAULTY POWER SUPPLY ISA PROBLEM THAT * A COMPANY DISCOVERSA PRODUCT DEFECT THAT

CAN BE RESOLVED BY REPLACING THE COULD HARM USERS.

POWER SUPPLY. e THE DILEMMA ISWHETHER TO RECALL THE PRODUCT,
L OGISTICAL PROBLEMS: PRIORITIZING SAFETY OVER FINANCIAL LOSS.

A SHIPMENT DELAY DUE TO WEATHER CAN ENVIRONMENTAL RESPONSIBILITY VS. ECONOMIC GAIN:
BE SOLVED BY REROUTING OR . A COMPANY CAN SAVE COSTS BY DISPOSING OF WASTE IN A
RESCHEDULING THE DELIVERY. LESS ENVIRONMENTALLY FRIENDLY MANNER, POSING A

DILEMMA BETWEEN PROFIT AND SUSTAINABILITY



EXAMPLES OF ETHICAL DILEMMA

EVEN WHEN A STORY IS FACTUAL, A JOURNALIST MUST CHOOSE WHETHER
TO PUBLISH IT IN ORDER TO AVOID HARMING THE REPUTATION OF A
PROMINENT PERSON.

T—

N

F

EVEN IF SHARING FINDINGS WITH THE PUBLIC COULD HAVE
UNFAVORABLE EFFECTS, A SCIENTIST MUST MAKE THIS DECISION.

EVEN WHEN A PARENT IS CONCERNED FOR THEIR CHILD'S SAFETY,
THEY MUST CHOOSE WHETHER TO LET THEM ENGAGE IN A RISKY

—

=

ACTIVITY.



BALANCING DILEMMAS:

JUSTICE VS.
MERCY
SHORT
TERM VS. -
INDIVIDUAL | oNnG TERM
Vs. -
TRUTHVS.  communNITy

L OYALTY
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COLLINGRIDGE
DILEMMA




CONTROL VS. PREDICTABILITY

EARLY STAGE:
* CONTROL: EASY TO EXERT (CAN CHANGE DESIGN, STOP ROLLOUT).
* PREDICTABILITY: LOW (UNAWARE OF MOST RISKS/HARMS).

LATE STAGE:
* CONTROL: DIFFICULT OR IMPOSSIBLE (TECHNOLOGY ENTRENCHED).
* PREDICTABILITY: HIGH (IMPACTSAND HARMS BECOME CLEAR



Core Issue of Collingridge Dilemma

A TRADE-OFF BETWEEN

KNOWING

THE IMPACT OF A

TECHNOLOGY

THE EASE OF

INFLUENCING ITS

DEVELOPMENT AND

REGULATION.

EARLY STAGE:

WHEN A TECHNOLOGY ISIN ITS EARLY STAGES, ITS
POTENTIAL CONSEQUENCESARE NOT WELL
UNDERSTOOD, MAKING IT DIFFICULT TO PREDICT THE
NEED FOR REGULATION.

AT THIS STAGE, IT ISRELATIVELY EASY TO IMPOSE
CONTROLS IMPLEMENT CHANGES.

MATURE STAGE:

BY THE TIME THE UNDESIRABLE CONSEQUENCES OF
A TECHNOLOGY BECOME APPARENT, THE
TECHNOLOGY HAS OFTEN BECOME DEEPLY
EMBEDDED IN THE SOCIAL AND ECONOMIC FABRIC,
MAKING IT MUCH HARDER, MORE EXPENSIVE, AND
TIME-CONSUMING TO REGULATE OR CHANGE




CASES FOR EXAMPLES FOR PREDICTABILITY VS CONTROL

L ATE: PREDICT EASY, CONTROL HARD

I EARLY: CONTROL EASY, PREDICT

HARD

DESIGN TWEAKS, RISKS
UNFORESEEABLE

AUTOMOBILES RISKS NOW CLEAR, BUT SYSTEM IS RIGID

EASY REDESIGNS, IMPACTS

SOCIAL MEDIA HARMS NOW OBVIOUS, BUT ENTRENCHED

UNCLEAR
HEALTH HARMS CLEAR, RESISTANCE TO
LEAD IN FUEL BAN POSSIBLE, RISKS UNKNOWN
CHANGE
NUCLEAR POWER | SAFETY OPTIONS, RISKS VAGUE ACCIDENTS CLEAR, CHANGE NOW COSTLY

LIMITING POSSIBLE, OUTCOMES
UNCLEAR

EFFECTS CLEARER, PRACTICE HARD TO

GENE EDITING (CRISPR) -

RULE CHANGES EASY, RISKS
UNCLEAR

HARM WELL-KNOWN, PROTOCOLS
INTERNET PROTOCOLS

‘LOCKED IN’




DIFFERENCE BETWEEN CONTROL AND PREDICTABILITY PER

INDUSTRY
Field/Industry §Early Phase: Control§ Early Phase: Predictability f§Late Phase: Control fLate Phase: Predictability §lllustrative Example
(Easy or Hard?) (Easy or Hard?) (Easy or Hard?) (Easy or Hard?)
Easy — Designs, : Hard — Huge : : Gasoline lead,
Automotive  fpolicies can be . Cant NOTEEEE 25 E2 infrastructure/investm Eas_y N Tr‘?‘”'c’ sallues: reliance on road
ownership impact . - accident risks are known
changed early ent is"locked-in networks
Easy — Early : _JHard — Widely Easy — Adverse . _
Pharmaceuti cal§ banning/approval (= SREIEREETeT prescribed, pharma  Jeffects/risks observed in P"’.“ nkl Jer op! Ol.d
: term outcomes unclear . : crisis, thalidomide
possible lobbies involved population
Hard — Misinformation, Hard — Global Easy — Socia and mentd
Social Media = Qan EgllEE election interference userbase, entrenched Jhealth harms widely Face!oook an_d :
or redesign platform : election manipulatio
unforeseen companies known
L o) = SE el Hard — Systemic risks, fraud = _ esler = e Sl M obile payments an
Financial Tech §pilot programs allow ~tterns hard to model | nstitutionalized; user §laundering now fraud
rapid change P habits formed understood
Easy — Flexible e : Hard — Easy — Congestion, Highway building,
Urban Planningzoning or transit at Hoara;ti[())lr]:f;ﬁl:;ﬁgde:ld Infrastructure/cities  §housing shortages now public transport
outset POp difficult to reshape {clear investment
| Easy — Couldshape §, i Climate impact and  |F1¥d — Fossil energy JEasy — CO, andwarming { o <) ¢ o subsidles,
Climate/Energyjemissions policy pr : firmly embedded, consequences well :
. : feedbacks uncertain » carbon lock-in
implementation slow transition measured
Easier — Hard — Long-term Hard — Models Easier — Algorithmic Facial recognition,
Al/Algorithms §Regulation/testing §bias/discrimination poorly adopted everywhere, §harms/biases become hiring/credit scoring
possible early understood black box issues evident Al




REAL-WORLD EXAMPLES OF PROBLEMS AND DILEMMAS

STARTUP SCENARIO COLLINGRIDGE INFORMATION POWER PROBLEM
DILEMMA PROBLEM

RIDE-HAILING LATE REGULATORY HARD TO PREDICTIRESISTANCE FROM

DISRUPTION ADAPTATION SOCIAL IMPACT IGOVERNMENTS/UNIONS
HOME- UNCLEAR LONG-
HARD TO CHANGE HOUSING REGULATIONS
AIRBNB ISHARING TERM HOUSING
AFTER GROWTH RESTRICTIONS
DISRUPTION EFFECTS
Unseen

EV industry  |Complex post-launch environmental/ Limited by existing aut

shift ISsues . laws.
supply risks

TESLA



Examples of Problems and Dilemmas - FinTech

|STARTUP’ SCENARIO ’COLLINGRIDGE DILEMMAl INFORMATION PROBLEM ’ POWER PROBLEM

A FINTECH IN AS MONEY FELLOWS - DIFFICULTY PREDICTING - MUST NAVIGATE

g EGYPT GROWS, IT FACES BROAD ECONOMIC AND COMPLEX

g LEVERAGING CHALLENGES IN ADAPTING| SOCIAL IMPACTS OF REGULATIONS,

E TRADITIONAL TO DIVERSE REGULATORY | DIGITIZING TRADITIONAL ESPECIALLY ON

> MONEY CIRCLES TQFRAMEWORKS AND FINANCIAL PRACTICES. DEPOSITSAND

cZJ ENHANCE SCALING REGIONALLY. ESCROW, AML/CFT,

S FINANCIAL AND DATA
INCLUSION. PRIVACY/SECURITY.
LEADING ARAB- JCHALLENGESIN - UNCERTAINTY ABOUT MUST COMPLY WITH
WORLD EXPANDING REACH WHILE LONG-TERM VARY ING REGULATIONS

_, |CROWDFUNDING  |ENSURING COMPLIANCE CROWDFUNDING IMPACT JACROSS COUNTRIES,

fz PLATFORM WITH DIFFERENT ON INVESTMENT INCLUDING ESCROW

% SUPPORTING REGIONAL REGULATIONS CHANNELS; REGULATORY JRULES TO PROTECT

,9] CREATIVES AND COMPLIANCE; BACKERS’ FUNDS..
ENTREPRENEURS. CYBERSECURITY;

CONSUMER PROTECTION,
RISK MANAGEMENT




EXAMPLES OF PROBLEMS AND DILEMMAS - FINTECH

|STARTUP| SCENARIO |COLLINGRI DGE DILEMMA | INFORMATION PROBLEM | POWER PROBLEM

A DIGITAL ENCOUNTERED - DIFFICULTY IN - MUST ADHERE TO
PAYMENT GATEWAY JCHALLENGES IN PREDICTING THE STRINGENT REGULATIONS
OPERATING IN THE JINTEGRATING WITH IMPACT OF DIGITAL REGARDING PAYMENT

o UAE, FACILITATING EXISTING FINANCIAL PAYMENTS ON PROCESSING AND

-

IU_J ONLINE SYSTEMSAND CONSUMER BEHAVIOR JMAINTAINING ESCROW
TRANSACTIONS FORIENSURING SECURITY AND TRADITIONAL ACCOUNTS TO ENSURE
BUSINESSES. AND COMPLIANCE. BANKING SYSTEMS. TRANSACTION SECURITY

AND CONSUMER
PROTECTION.



\o The Fintech Regulatory-Decision Tree

egulatory action + Allow formally (no objection letter, waiver
/RI i Allow formally (no objection | iver)
No . :
b Does the / . Mo regulatory action  ° Allow mf onnally/s.elf-regt_nanon :
activity pose + Monitoring evolution of risks may be difficult
) L. ' If risks
significant \ increase . « Allow formally with monitoring and guidance
Y Regulatory action gandg
risks for « Wait and see/Test and Leam
3 —» Unclear . .
financial ; A No regulatory action | * Allow informally/self-regulation
- ; . « T v« Potentially unmonitored/unaddressed risks
stability, + If risks .
; . el an forma
integrity, and \_y increase . o y
es
consumers? Yes , s the activity covered in Ny Allow formally * Clarify application (license required?)

the existing framework? » Supplementary guidance

A No/unclear

Y Include in existing New bespoke
' framework framework :
Revise framework to include Define new regulatory perimeter
in existing perimeter. and requirements

Test and leam (risks contained)

............................................................................

Fintech-related perimeter and/or authorization issues to be addressed

0 O Y



Walvers:

« Temporarily exempt certain individuals or entities from specific

rules or reguirements.

 Provide breathing space for stakeholders to adjust or experiment

before a strict rule comes into effect.

» Can serve as special-case approvals during regulatory transitions.
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Differentiating Exemptions and Walvers in Fintech Regulation
(CBE & FRA Supervision)

|EXAI\/I PLE # | EXEMPTION (CBE OR FRA) WAIVER (CBE OR FRA)
CBE: EXEMPTION OF FEESFOR DIGITAL |CBE: TEMPORARY WAIVER OF CUSTOMER
. TRANSFERS VIA INSTAPAY AND IPN ONBOARDING REQUIREMENTS DURING
CHANNELS TO PROMOTE FINANCIAL COVID-19 TO SIMPLIFY MOBILE WALLET
INCLUSION. REGISTRATION.

FRA: EXEMPTION FOR CERTAIN CLASSES JFRA: TEMPORARY WAIVER GRANTED FOR
OF FINTECH OFFERINGS (E.G., COMPANIES|IFINTECH COMPANIES TO DELAY

2 FOCUSED ONLY ON FINANCIAL COMPLIANCE DURING THE INITIAL 6-
ADVISORY) FROM BROAD LICENSING MONTH GRACE PERIOD AFTER NEW
OBLIGATIONS UNDER THE FINTECH LAW. |EXECUTIVE REGULATIONS.
CBE: QUALIFIED FINTECHSADMITTED TO JCBE: REGULATORY SANDBOX
THE REGULATORY SANDBOX ARE PARTICIPATION MAY INCLUDE A WAIVER
EXEMPT FROM FULL LICENSING DURING JOF SPECIFIC COMPLIANCE REQUIREMENT
THEIR TESTING PERIOD. FORALIMITED TIME OR COHORT.



Differentiating Exemptions and Walvers in Fintech Regulation
(CBE & FRA Supervision)

|EXAM PLE # | EXEMPTION (CBE OR FRA) WAIVER (CBE OR FRA)

FRA: FOREIGN FINTECH COMPANIES WITHJFRA: FINTECH OUTSOURCING SERVICE
LOCAL PARTNERS ARE EXEMPT FROM PROVIDERS MAY OBTAIN WAIVERSTO

4 CERTAIN INCORPORATION OPERATE PENDING FULL
REQUIREMENTS IF STRICTLY SERVING REGISTRATION/APPROVAL IF UNDER
NON-RESIDENT CUSTOMERS. REVIEW.
CBE: EXEMPTION ON MINIMUM BALANCE JCBE: WAIVER OF ACCOUNT OPENING FEES
5 REQUIREMENTS FOR NEW DIGITAL FORALL CITIZENS DURING SPECIAL
ACCOUNTS DURING FINANCIAL FINANCIAL INCLUSION WEEKS OR
INCLUSION CAMPAIGNS. PROMOTIONS.

"RA: EXEMPTION FORNANOFINANCE |2 'V [T/SECURITY COMPLIANCE FOR
APPS FROM THE OBLIGATION TO PROVIDE

6 STARTUPS FACING TECHNICAL BARRIERS,

LARGE RESERVE CAPITAL, RECOGNIZING
THEIR SMALL TRANSACTION SIZE. gsg\l\illll?r'lE'EDRISK .
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No-Action Letters:

» Assurerecipientsthat, under clearly defined circumstances, the
regulator does not intend to pursue enforcement—even if a

technical violation exists.

* Reduce fear of sanctions for innovative or transitional activities,

allowing organizations to pilot new practices or comply gradually.
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THANK YOU




