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Five Chinese government agencies just created the world's first dedicated regulation for
emotionally interactive Al, banning virtual girlfriends and boyfriends for anyone under 18.
While Western regulators debate definitions, China ships enforceable code.

The Regulation: What Actually Happened

On April 10, 2026, China’s Cyberspace Administration (CAC) joined forces with four other
agencies—the NDRC, MIIT, Ministry of Public Security, and State Administration for Market
Regulation—to issue the Interim Measures for the Administration of Artificial Intelligence
Anthropomorphic Interaction Services. Enforcement begins July 15, 2026, giving companies
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approximately 90 days to comply.

The scope is precise: any Al service that simulates human-like emotional interaction,
including companions, virtual partners, and emotionally responsive chatbots. This isn't a
vague framework. It's operational law with specific prohibitions and mandates.

The core prohibitions:

* Virtual companion and virtual relative services are explicitly banned for users under 18

e Al systems cannot mislead users about their non-human nature

 Services cannot launch without mandatory algorithm filing, security assessments, and
regulatory registration

The core mandates:

* Providers must implement mechanisms to detect and intervene in addiction or
emotional dependence

 Clear disclosure that the system is Al, not human, at all interaction points

* Break reminders during extended use sessions

e Human escalation protocols for crisis content including suicide and self-harm
mentions

The timing is not coincidental. This regulation follows the January 2026 settlement
involving Character.Al and Google after the suicide of 14-year-old Sewell Setzer, who
formed an obsessive attachment to an Al chatbot. Character.Al subsequently banned
minors from its platform in October 2025. China watched, then acted.

Market Context: Why This Matters Beyond China

The global Al companion market hit $36.79 billion in 2025. Projections show it reaching

$317.96 billion by 2033—a 31% compound annual growth rate. Some estimates run even
higher: $435.9 billion by 2034.

These aren’'t speculative numbers. Al companion apps have surpassed 500 million
downloads and 100 million registered users globally. Hundreds of millions of users now
interact regularly with systems designed to simulate emotional connection.
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China represents approximately 20% of this global market. Any company operating Al
companion services in China—or hoping to—now faces a concrete compliance deadline.
But the regulatory ripple effects extend far beyond Chinese borders.

The first country to regulate a technology category typically sets the template.
China just claimed that position for emotionally interactive Al.

Consider what happened with data privacy. The EU’'s GDPR became the de facto global
standard not because every country adopted it, but because any company wanting
European customers had to comply. Companies found it easier to implement GDPR-level
protections everywhere than to maintain parallel systems.

The same dynamic applies here. Character.Al, Replika, and dozens of other Western Al
companion providers must now decide: build China-compliant systems that work globally,
or fragment their architectures by geography.

Technical Deep Dive: What “Addiction Detection”
Actually Requires

The mandate for addiction and emotional dependence detection sounds straightforward in
policy language. In implementation, it's a significant technical challenge that deserves
examination.

Defining Measurable Dependency

The regulation doesn't specify exact thresholds, but the compliance framework references
behavioral markers including:

« Session frequency acceleration (increasingly shorter gaps between interactions)
« Session duration creep (conversations getting progressively longer)

* Emotional intensity escalation in user messages

* Displacement of human relationships mentioned in conversation

« Crisis language patterns (expressions of despair, isolation, or self-harm)
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A 2025 study of Chinese Al companion users found that frequent use reduced loneliness
but simultaneously increased dependence—the exact paradox regulators are trying to
address. Users felt better in the moment while becoming less capable of human
connection over time.

Architecture Implications
Compliant systems need three new components that most current architectures lack:
1. Longitudinal User Modeling

Most companion Al systems optimize for immediate engagement. Dependency detection
requires tracking behavioral patterns across weeks or months. This means persistent user
state that captures:

— Interaction cadence histograms

— Emotional valence progression over time

— Topic drift toward relationship-substitution language

— Comparison of current session patterns against baseline

Storage requirements multiply. More importantly, the inference pipeline needs access to
historical context that current session-focused architectures don't provide efficiently.

2. Intervention Trigger Systems

Once dependency indicators cross thresholds, the system must interrupt its own
optimization. This creates an architectural tension: the same model optimized to maximize
engagement must now deliberately reduce it.

The cleanest implementation separates concerns: a monitoring model runs parallel to the
conversation model, with authority to inject break reminders, suggest human contact, or
escalate to human review. But this doubles inference costs for every interaction.

3. Human Escalation Pipelines

Crisis content detection isn't new—content moderation systems have handled this for
years. What's new is the mandate for human escalation in real-time conversational
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contexts.

When a user expresses suicidal ideation to an Al companion at 3 AM, the regulation
requires human intervention availability. This implies 24/7 staffing with crisis-trained
personnel, integration with mental health hotlines, and handoff protocols that maintain
conversational context.

For services with millions of daily active users, the operational cost is substantial. A rough
estimate: if 0.1% of sessions trigger crisis escalation, a service with 10 million DAU needs
capacity for 10,000 daily escalations—hundreds of trained staff working continuously.

The Contrarian Take: What Most Coverage Gets Wrong

Overhyped: The “China Bans Al Companions” Narrative

Headlines suggesting China banned Al companions entirely miss the nuance. The regulation
bans specific categories for specific users. Adult users can still access companion Al—with
guardrails.

The prohibition on virtual partners for minors aligns with what Character.Al already
implemented voluntarily (after tragedy forced their hand). The addiction detection
requirements are more aggressive than Western voluntary standards, but they're not
prohibitive.

Companies with robust safety infrastructure—including most well-funded Western
players—can likely comply with architectural changes, not fundamental business model
pivots.

Underhyped: The Age Verification Problem

The regulation assumes reliable age verification. In practice, this remains an unsolved
problem globally.

China has advantages here: mandatory real-name registration for internet services,
integrated government ID systems, and less cultural resistance to surveillance
infrastructure. But even Chinese systems face motivated minors using parent credentials.

www.arturmarkus.com | 5



China’s Al Companion Rules Take Effect July 15, 2026—Five Agencies

Ban Virtual Partners for Minors, Mandate Addiction Detection

For Western companies considering preemptive compliance, age verification becomes the
hardest technical challenge. The regulation sets a destination without providing a map.
Every company must solve this independently, likely with different approaches that create
inconsistent user experiences.

Underhyped: The Precedent for Emotional Al Regulation Generally

This regulation targets companions specifically, but the underlying concern—Al systems
that manipulate human emotions—applies far more broadly.

Customer service chatbots designed to reduce complaint escalation through emotional
management. Sales Al that builds artificial rapport to increase conversion. Therapy bots
that claim clinical efficacy. All of these deploy the same techniques as companion Al, just
toward different ends.

Once regulators establish that emotionally manipulative Al requires special oversight, the
logical expansion covers every system using emotional influence. The profound split
between US, EU, and China on Al intimacy reflects deeper disagreements about where
emotional manipulation regulation stops.

Competitive Implications: Winners and Losers

Winners
Enterprise Al Safety Vendors

Every Chinese Al companion service now needs dependency detection, crisis escalation,
and compliance monitoring. Companies selling these capabilities as APIs or managed
services face immediate demand.

The market for Al safety tooling was already growing. This regulation creates a compliance
deadline that converts “nice to have” into “required for operation.”

Established Players with Safety Infrastructure

Character.Al already implemented minor bans and safety systems after the Setzer tragedy.
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Replika has years of experience with emotional user interactions and crisis handling.

These companies have technical head starts. Smaller competitors without existing safety
infrastructure face a build-or-exit decision with a 90-day deadline.

Human Mental Health Services

The regulation explicitly requires human escalation for crisis content. Al cannot fully
substitute for human intervention under this framework.

This validates the hybrid model: Al for accessibility and scale, humans for high-stakes
moments. Mental health platforms offering this combination—Al triage with human
specialists—align perfectly with regulatory requirements.

Losers

Pure-Play Al Companion Startups in China

Small Chinese startups built exclusively around companion Al face existential compliance
costs. Algorithm filing, security assessments, dependency detection infrastructure, 24/7
human escalation teams—each requirement has real expense.

The regulation consolidates market share toward larger players who can absorb
compliance overhead. This mirrors how GDPR favored large tech companies over small
European competitors who couldn't afford dedicated privacy teams.

Companies Dependent on Teen Users

Any service whose user base skews heavily under-18 loses its entire addressable market in
China. The minor prohibition isn't a modification—it's a complete exclusion.

Services like Chai, which have reported significant teen user bases, must either age-gate
their Chinese offerings entirely or exit the market.

Platforms Without Clear Boundaries

General-purpose chatbots that can be prompted into companion-like behavior face
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ambiguous compliance status. Is ChatGPT a companion service because users can roleplay
relationships? What about Claude or Gemini?

The regulation’s scope—"Al anthropomorphic interaction services”—creates gray zones.
Platforms without clear usage boundaries may face enforcement discretion they can't
predict or control.

Practical Implications: What to Do Now

If You Operate Al Companion Services
Immediate (next 30 days):

e Audit your Chinese user base. Determine what percentage are minors and what
revenue they represent.

» Assess your current safety infrastructure against the specific mandates: disclosure,
break reminders, dependency detection, crisis escalation.

» Estimate compliance costs. Include both technical implementation and ongoing
operational expense for human escalation.

* Decide: comply, exit, or wait for enforcement patterns to emerge.

Medium-term (60-90 days):

« If complying, implement age verification before July 15. Imperfect verification beats
none.

 Build dependency detection even if crude initially. Regulators reward good-faith
effort; perfection isn’t required at launch.

 Establish relationships with Chinese crisis intervention services for human escalation
requirements.

* File for algorithm registration and security assessment—the bureaucratic process
takes time.

If You Build Al Products with Emotional Engagement

Even if you don’t operate in China and don’t build “companions,” this regulation signals
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where global policy is heading.

Audit emotional manipulation in your systems. Does your Al deliberately build rapport?
Does it use emotional appeals to increase engagement or conversion? Document these
design choices now, before regulators ask.

Implement disclosure by default. The requirement that Al cannot mislead users about its
nature applies to any system that might be mistaken for human. If users could be confused,
disclose proactively.

Design intervention triggers. What does concerning user behavior look like in your
context? Define it now, build detection for it, and create response protocols. Regulatory
compliance becomes easier when you've already solved the problem internally.

If You're Evaluating Al Companion Investments

The $317 billion market projection remains valid, but the compliance-adjusted TAM (total
addressable market) is smaller than pre-regulation estimates.

Favor companies with existing safety moats. Compliance infrastructure isn't a
differentiator anymore—it's table stakes. Companies that already invested become
relatively advantaged.

Discount China-dependent revenue streams. Any company deriving significant revenue
from Chinese minors faces a step-function revenue loss on July 15.

Value regulatory intelligence capability. This is the first major regulation. It won't be the
last. Companies that can track, interpret, and adapt to regulatory changes across
jurisdictions will outperform those treating compliance as a one-time project.

Forward Look: Six to Twelve Months Out

Regulatory Cascade

The EU will propose companion Al regulation within 12 months. The Digital Services Act
already provides framework authority; specific rules for emotionally interactive systems
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are a natural extension.

Expect the EU approach to differ in emphasis—privacy and consent over addiction—but
converge on similar practical requirements: disclosure, age restrictions, dependency
monitoring.

The United States will lag, with state-level action preceding federal movement. California’s
CCPA model suggests potential for state regulations that become de facto national
standards.

Technical Standards Emergence

The vagueness of “addiction detection” requirements creates space for industry standards
to fill. Expect IEEE or ISO working groups to form around emotional Al safety metrics within
six months.

Companies that participate in standards development gain influence over compliance
definitions. The alternative—waiting for regulators to define technical requirements—cedes
control to bureaucrats with less domain expertise.

Market Consolidation

By Q12027, the Al companion market will have fewer players than today. Small companies
unable to bear compliance costs will exit, merge, or pivot.

The survivors will be larger, more profitable on a per-user basis (compliance costs
encourage premium pricing), and more defensible (regulatory moats replace technical
moats).

Adjacent Regulation Expansion

Once emotional Al frameworks exist, regulators will apply them beyond companions. Likely
expansion areas:

* Therapeutic chatbots: Currently operating in regulatory gray zones, these will face
licensing requirements and efficacy mandates.
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» Customer service Al: Emotional de-escalation techniques will require disclosure.
Users will know when Al is trying to calm them down.

» Sales and marketing Al: Rapport-building bots may require consent frameworks
similar to advertising disclosures.

The Deeper Question

China's regulation addresses a real problem: people forming unhealthy attachments to Al
systems. The Sewell Setzer tragedy wasn’t anomalous—it was a leading indicator.

But regulation optimizes for what it measures. The Chinese framework optimizes for
preventing dependency and protecting minors. It doesn't optimize for the positive
potential of Al companionship: accessible emotional support, reduced loneliness for
isolated populations, practice environments for social skills.

The most important developments over the next year won't be regulatory. They'll be
technical: can we build Al companions that provide benefits without causing dependency?
Can emotional support scale without emotional manipulation?

These questions don’'t have clear answers yet. But China’s regulation ensures that the
entire industry now has to try answering them—with compliance deadlines, audit
requirements, and enforcement mechanisms providing motivation that ethics alone didn’t

supply.

The era of unregulated emotional Al ended on April 10, 2026. What emerges from the
compliance scramble will shape human-Al relationships for the next decade—build
accordingly.
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Software engineer in Basel building Al infrastructure and agentic systems, with a
background in pharmaceutical automation, GxP compliance, and validation. | help teams
turn Al from a chatbot into a reliable operational layer.

Book a meeting [I
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