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Project 1: Innovation and Imitation in the US-China Al Race

From August 2025 to August 2026, Chinese Al models have rapidly become more popular,
their share of tokens served on OpenRouter, a major Al API platform, rising from 17% to
45%. They have also achieved similar capabilities to American models at reportedly much
lower costs (DeepSeek, 2024). Anthropic and OpenAl have accused many of the Chinese
labs of copying their capabilities with a technique called distillation (Anthropic, 20264,
2026b; Seetharaman and Aramburo, 2026). My project has two goals. First, | test the claim
that Chinese Al labs are distilling frontier models. Second, | will determine the effects of
distillation on innovation in Al models and welfare in the Al market. Grossman and
Helpman (1991) have shown that the welfare effects of imitation can be ambiguous.

To answer these questions, | have estimated a model of dynamic oligopoly in the tradition
of Ericson and Pakes (1995), using data scraped from OpenRouter, a major Al API platform.
My data include daily prices of every model served on OpenRouter, the daily number of
tokens served by each provider of each model, the average request length of each model,
and benchmark scores for more prominent models. Currently, | estimate distillation using
variation in implied cost training costs of non-frontier models relative to frontier models. In
other words, firms further from the frontier should be able to train more cheaply, but only
up until they catch up. My initial estimates are suggestive that distillation is occurring in the
market. However, this strategy cannot distinguish distillation from other forms of idea
diffusion. Anthropic has recently implemented measures that should make distillation
more difficult (Anthropic, 2026c¢). If successful, these measures will reduce the rate of
benchmark score improvements of labs that are actually distilling Claude.

Project 2: The Toll of Conflict

Berman et al. (2017) have shown that mining is an important driver of conflict in Africa as
armed groups use it as a revenue stream. Most metals produced in Africa reach overseas
export markets, which means that the transportation of these metals represents another
opportunity for armed groups to extract revenue. Schouten (2022) has supported this,
showing that both state and non-state actors frequently set up roadblocks to extract toll
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revenues from passers-by. Using data on gold suitability from Girard et al. (2022), | show
that there is excess violence along the shortest path from possible artisanal mines to ports,
driven largely by state actors. | then build a dynamic structural model of toll setting and
conflict that allows me to quantify the toll revenues from specific locations and evaluate
how counterfactual infrastructure projects may change the spatial distribution of violence.
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