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OPPORTUNITIES AND
CHALLENGES FOR Al ADOPTION
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MANY TYPES OF Al APPLICATIONS

Each type has distinct data & development requirements, general vs. specific data, user interface /guardrails

Example application categories

Developer Add-Ins

Services &
Tools

Data
Backend feeds

Frontend Subscript.

Payments

Developers
(B2B and/or B2C apps)

Target user of Al

General
Purpose

Assistants
Search

Special
Purpose

Consumer User

Customer
Assistants,
Platform-

hosted Apps

Shopping
Vacation
planning

Client

Interaction

Coach-
client
dashbd

Guidance
and Content

Coaching
guidance

Service Provider

B2B SAAS

Internal
Apps,
Business
Process
Automation

Forecast Accting
HR Customer
process Mgmt

Internal Business User

Data
Analysis

Optimize
advertis-

ing,
productn

Business
Auto-
mation

D User /business adoption requires complementary investments, human capital, tech
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Al, ML,
RESTRUCTURING e -
Software — -
2010s A|/ML == igineering/ N L i
* Shift towards more general- e Proprietary I )
purpose inputs &tq .

* Significant silos

* Barriers to entry /adoption Storage & Software & FM Software

. Data Markets Developer & Developer
Computing

Tools Tools

Foundation model paradigm: Foundation

Model

* General-purpose data and learning in foundation models

* Apps do not recreate basic understanding Engineering, Al, ML
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°3 Low/no code Data, Storage, Compute

—— —




SOME (OF MANY) POTENTIAL SCENARIOS FOR Al MARKET

Impact and Importance of Open Models

Open/Interoperable Scenario

Closed models better than open models, charges

Open models available, “good enough” when
combined with fine-tuning + add-ons

Cloud providers host many models + developer
tools, support interoperability

Low-code developer tools, plug-ins, analysis
Content creators (2) — may be data market

Widespread adoption, competitive prices for
applications

Closed/Concentrated Scenario

Closed models much better than open, high prices

General purpose /one-stop-shop dominates,
perhaps with apps on top or app store

* Barriers to entry based on usage data flywheel

Possible exclusives of foundation model w/ other
layers

Barriers to entry in applications

Content creators squeezed by dominant Al
platforms

Slower adoption, focus on high profit areas



Industry
Structure and
Prices

Al and the Economy:

Lanr Markets
and Consumer
Demand

Education/Training
Development of Al to
Substitute or
Complement Workers

Al

Consumer and
Industrial
Products &
Infrastructure

S—

Transportation
and
Communication

Worker Location: Housing,
City/Country Structure &
Capabilities, Immigration
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Feedback Effects Abound
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Adjusted penetration of robots

Workforce Aging and the Increase in Industrial Automation

Annualized percentage increase in industrial robots per thousand workers, 1063-2014
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Percentage increase in the ratio of (Workers aged >55)/[Workers aged 21-55), 1950-2025

Sowrce: Researthers” calculations using data frorm the United Mations and the international Federation of Robatics

Acemoglu and Restrepo (2018, 2020)
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SORTING THROUGH POTENTIAL SCENARIOS FOR MARKETS

Ex: “Good scenario” * QOutcomes depend on navigating transitions
1. Prices fall, demand for services rises, and workers * Institutions, worker support, redistribution within and
transition to Al-assisted service jobs across countries
2. Competitive market in Al apps that improve quality . ) . .
of Iife, produciiviiy’ qnd Iower bqrriers to enfry ° AI pOlIC)’ Clnd InveSTmenT lefed' these 1'I’CI|eC1'OI'|eS
3. Not too many harmful apps/uses * Competition policy and industry structure so benefits

are shared with consumers, business customers

(1 e N
Ex: “Bad scenario * Invest in worker-augmenting technology

1. Prices fall slowly, labor market effects

* Anticipate and mitigate local downward spirals
concentrated geographically leading to downward P 9 i

spiral * Anticipate adoption frictions, mitigate them in areas
5 Al devel . . K that could decrease cost of living or augment
. eveloper services expensive, app markets
concentrated and serve only the wealthy or large workers
businesses, high Al prices * Mitigation of harmful uses

3. Harmful applications prevalent, interfere with well-
6 being, governance and societal response
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DATA AND MEASUREMENT CHALLENGES

Frameworks for: Measurement and Research

1. Al industry structure, competition by layer .+ Measurement and data collection

2. Externalities/downstream impacts of

categories of applications (good and bad) * Analysis of impacts, guided by theory &
. - frameworks

Adoption frictions

Investment in beneficial apps * Build tools to help researchers

National resilience & capabilities

A

Reconfiguring of role of government & new
production technology
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