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THE RISE OF AI



LANGUAGE

Emerged ≈ 300,000 years ago in homo sapiens

• Distinguished us from all other animals

• Allowed us to pass on knowledge via abstract learning

• Set in motion the development of human culture



WRITTEN LANGUAGE

Emerged ≈ 5,500 years ago in Mesopotamia & Egypt:

• Facilitated knowledge accumulation & coordination among groups

• Revolutionized human civilization

• Knowledge became independent of human brains

Turbo-charged by printing press (1440), Internet (1970s)



COMPUTING AND LARGE LANGUAGE MODELS

Since 1950s, computing has automated information processing

Moore’s Law implied rapid efficiency gains

In 2010s computers became powerful enough for deep learning:
• At first in narrow domains: image recognition, Go, protein folding

• OpenAI’s bet: modeling language is central to general intelligence 
 GPT-1 (2018)



Computational power 
deployed to train frontier AI 
models growing > 4x/year

 much faster than 
    Moore’s Law 

Algorithmic efficiency in 
LLMs growing 2.5x/year

SCALING LAWS:  INTELLIGENCE = F(COMPUTE)



Sufficiently advanced AI models capable of training even better
descendant models

• Tipping point beyond which accelerating progress may occur

• AI could soon outperform humans across all cognitive tasks
• with transformative implications across the economy and society 

• Related concepts that may soon follow: AGI, transformative AI, singularity

RECURSIVE SELF-IMPROVEMENT



ECONOMIC PARADIGM CHANGE



ECONOMIC PARADIGM SHIFT UNDER AGI
Question: What will be different? Let’s focus on the long arc of economic history:

The Malthusian Age: Technology … stagnant
   Land … bottleneck
   Labor … dispensable (reproducible)

The Industrial Age: Technology … driving force
   Labor … bottleneck
   Capital … reproducible

The Age of AI:   Technology … accelerating
    Capital … reproducible     from “Economic Policy Challenges
    Labor … reproducible    in the Age of AI,” chapter, MIT Press



TWO CHANNELS BOOSTING ECONOMIC GROWTH

1. Self-reproducing machines

2. Self-improving machines

From: “Growth under transformative AI,” with Phil Trammell, forthcoming, Annual 
Review of Economics, 2026.











INITIAL SYMPTOMS OF TAKE-OFF

• Significant resources flowing into AI sector (funding, chips, talent, 
energy, …)

• financial implications

• price and quantity implications for inputs & outputs

• Rapid advances in AI capabilities



MEASURING THE AI ECONOMY

We construct measures of AI production and GDP for the “AI Economy” 
based on drawing a boundary around all AI-related activity:

• All AI outputs: assumed to be part of the “AI Economy”

• Everything else: produced by the “human” economy
(includes inputs imported by the AI economy, e.g., energy, chips)

“Measuring the AI Economy,” with Patrick McKelvey, PIIE Working Paper 26-9, May 2026.
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MEASURING THE AI ECONOMY

Measuring the AI Economy, with Patrick McKelvey, PIIE Working Paper 26-9, May 2026.



MEASURING THE AI ECONOMY



FEEDBACK LOOPS DRIVING A TAKE-OFF

From “When Does Automating AI Research Produce Explosive Growth?” 
with T. Davidson, B.Halperin, and T. Houlden, NBER WP, May 2026.



SYMPTOMS OF TAKE-OFF OVER TIME

• Rapid scientific progress in fields other than AI
• in anything that benefits from intelligence

• Relative devaluation of cognitive labor (price of intelligence  0)

• Soon: self-replicating robotics devaluing physical labor

• Rapid economic growth
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TRANSFORMATIVE AI AND THE FUTURE OF WORK



LABOR POST-AGI

The Changing Nature of Labor:

• AGI & robots will ultimately have 
the capacity to perform any 
cognitive and physical task 
– if we let them

• Potential for widespread labor 
market disruption

• Shift from human labor to AI and 
robots as primary economic 
drivers



REMAINING ROLES FOR LABOR POST-AGI

TEMPORARY TECHNICAL AND SOCIAL 
BARRIERS

• Production and diffusion lags

• Implicit knowledge

• Trust and perceived human superiority

• Laws and regulatory reasons

FUNDAMENTAL HUMAN-CENTRIC 
ASPECTS

• Authenticity of human connection

• Human identity in sports and arts

• Religious beliefs and practices

• AI alignment and oversight



INCOME DISTRIBUTION

• Risk of unprecedented income concentration
• If labor is devalued, benefits of AGI accrue primarily to capital owners 

 Rethinking income distribution/social insurance not tied to work
• Universal Basic Capital, Universal Basic Income, etc.

• Also concerning: distribution of meaning & agency

• Important question: should work be mandatory?

 Challenge most severe for global income distribution

From: “Preparing for the (Non-Existant?) Future of Work,” with Megan Juelfs, Oxford Handbook 
of AI Governance, Apr. 2024. 



TRANSFORMATIVE AI AND FISCAL POLICY



AI AND TAXATION

Two main reasons for taxation:

1. Raising revenue

2. Discouraging harms / steering technology



RAISING REVENUE: PUBLIC FINANCE IN THE AGE OF AI

From “Public Finance in the Age of AI,” with Lee Lockwood, Brookings and forthcoming 
in Economics of Transformative AI Volume, NBER and University of Chicago Press, 2026. 





STEERING TECHNOLOGICAL PROGRESS

Two categories:

1. Pigouvian taxation: avoiding harms – target as directly as possible
• E.g., addressing safety risks

2. Affecting the distribution of income (predistribution)
• E.g., by steering towards labor-using technology, avoiding labor disruption

From “Steering Technological Progress,” with Joe Stiglitz, NBER WP, April 2026.



STEERING TECHNOLOGICAL PROGRESS

Results on steering/predistribution:

1. Whenever redistribution is costly (no lump sum transfers), it is efficient to 
complement it with steering  theory of the 2nd-best
• Steering toward technologies that raise incomes of the lowest earners and away from 

technologies that disproportionately hurt lowest earners (“robot taxation?”)

2. If the role of labor in the economy declines, steering becomes less powerful 
and less desirable

From “Steering Technological Progress,” with Joe Stiglitz, NBER WP, April 2026.



TRANSFORMATIVE AI AND MONETARY POLICY



CHANNELS AFFECTING r*

Two opposing forces on r∗:

1. AI investment  r* up: surge in desired capital accumulation raises 
investment demand

2. Labor disruption  r* down: uncertainty & precautionary savings by high-
MPC workers – depends on household balance sheets

From “Notes on Monetary Policy in the Age of AI,” with Mikael Juselius, in 
progress, Bank of Finland, March 2026.



From “Notes on Monetary Policy in the Age of AI,” with Mikael Juselius, in progress, Bank of Finland, March 2026.



TARGETS AND INSTRUMENTS

• Monetary policy would be a blunt instrument if there is a sectoral 
demand short-fall driven by labor market disruption

• Optimal instrument to respond to such disruption: fiscal policy

 Allows monetary policy to focus on macro picture



MONETARY POLICY UNDER AGI

• Machine economy (K) growing rapidly at rate A

• r* pinned down by AK-style growth rate of the AGI economy:
𝑟𝑟∗ = 𝐴𝐴 − δ

• In aligned scenarios, price of machine goods keeps falling

• Inputs to human economy (eg “human touch”) = bottleneck
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HUMAN 
ECONOMY

AI ECONOMY

Let’s zoom in



A MUCH MORE PROSPEROUS 
HUMAN ECONOMY

IF THINGS GO WELL…



Further Resources - https://www.korinek.com/research:

• Economic Policy Challenges for the Age of AI, forthcoming, book chapter, MIT Press, 2026. 
Also NBER WP 32980.

• The Economics of Transformative AI, NBER Reporter, Dec. 2024.

• Public Finance in the Age of AI, with Lee Lockwood, Brookings and forthcoming in Economics of 
Transformative AI Volume, NBER and University of Chicago Press, 2026.

• Steering Technological Progress, with Joe Stiglitz, INET Working Paper 232, May 2025.

• “Notes on Monetary Policy in the Age of AI,” with Mikael Juselius, in progress, Bank of 
Finland, March 2026

• Measuring the AI Economy, with Patrick McKelvey, PIIE Working Paper 26-9, May 2026.

• When Does Automating AI Research Produce Explosive Growth? with Tom Davidson, Basil 
Halperin, and Tom Houlden, NBER Working Paper w35155, May 2026

https://www.korinek.com/research
https://www.nber.org/papers/w32980
https://www.nber.org/papers/w32980
https://www.nber.org/reporter/2024number4/economics-transformative-ai
https://www.nber.org/reporter/2024number4/economics-transformative-ai
https://www.brookings.edu/articles/public-finance-age-ai-primer/
https://www.brookings.edu/articles/public-finance-age-ai-primer/
https://www.ineteconomics.org/research/research-papers/steering-technological-progress
https://www.ineteconomics.org/research/research-papers/steering-technological-progress
https://www.piie.com/publications/working-papers/2026/measuring-ai-economy
https://www.piie.com/publications/working-papers/2026/measuring-ai-economy
https://www.nber.org/papers/w35155
https://www.nber.org/papers/w35155
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