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Post-Scarcity or Hyper-Inequality? The Two Economic Futures of AI 
As AI's impact lags in productivity data, we ask: Will automation lead to a 'Star Trek' era of true 

freedom and resource optimization, or an 'Elysium' scenario where wealth accrues only to the 

owners of compute?. 

 

I. The Productivity Puzzle and the "J-Curve" (The Thesis) 
 
The current state of Artificial Intelligence is marked by a profound paradox: astonishing 

technological advancements that have yet to translate into widespread economic productivity 

gains. This phenomenon, sometimes dubbed the "AI Productivity Paradox", echoes the 

dilemma Nobel Laureate Robert Solow captured decades ago: "You can see the computer age 

everywhere but in the productivity statistics." 

While models like GPT-4 and Gemini can perform professional-grade tasks in law, medicine, 

and consulting, the overall output per hour in developed economies has been stagnant or 

slowing for the past two decades. 

The Implementation Lag 

Economist Erik Brynjolfsson and his colleagues offer a crucial historical parallel: the adoption 

of past General Purpose Technologies (GPTs) like the steam engine and electricity. The true 

dividends of these technologies were reaped only after decades, following massive intangible 

investments in new infrastructure, redesigned business processes, and comprehensive 

workforce retraining. 

This is the Productivity J-Curve: initially, investments in AI infrastructure (data, training, 

complementary skills) lead to lower measured productivity. The boom—the upward sweep of 

the 'J'-comes later, when firms have fully integrated the technology and learned to leverage it. 
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The current calm is likely the "calm before the AI productivity storm," not a sign of technological 

failure. 

The Decoupling: Labor vs. Productivity 

The difference between the electricity revolution and the AI revolution is stark: AI is a technology 

of substitution. Past technologies augmented labor; AI automates tasks across almost every 

domain. This potential for displacement creates an economic fracture known as the Great 

Decoupling. 

Traditional economic theory holds that wages should track productivity. However, as AI replaces 

human labor in essential tasks, the marginal productivity of human labor declines. The model 

proposed by economist Pascual Restrepo suggests that in an AGI era, prosperity will continue 

to rise, but the labor share of GDP will dwindle toward zero, decoupling wages from output. 

 

II. The Fork in the Economic Road (The Core Debate) 
 
If AGI accelerates growth to unprecedented levels, society faces a fundamental choice about 

how that wealth is distributed, leading to two extreme, yet plausible, scenarios. 

Scenario A: Hyper-Inequality and Techno-Feudalism 

In this "Elysium" scenario, AI accelerates two existing trends: financialization and technological 

concentration. 

1. Technological Concentration (Winner-Takes-All): AI reinforces the winner-takes-all 

dynamics seen in platform economies. Profits flow disproportionately to the owners of 

the most powerful computing infrastructure, proprietary algorithms, and data centers. As 

Yale's Restrepo notes, virtually all income accrues to the owners of chips and energy, 

not workers. 

2. Financialization: Investment flows into AI are massive, not always based on immediate 

returns, but out of fear of missing the next dominant platform. This turbo-boost for capital 

means those who own assets see their wealth grow exponentially, while those who only 

sell their labor fall further behind. 

3. Global Divergence: A UN Development Program report notes that most AI gains are 

likely to be reaped by wealthy nations, likening the situation to the "Great Divergence" of 

the industrial revolution. Developing nations, lacking reliable power and advanced skills, 

risk being "stranded on the wrong side of an AI-driven global economy". 

The endgame of unchecked concentration is Techno-Feudalism, where the "lords" own the 

digital capital (the AGI) and the "serfs" depend on them for access and sustenance. 
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Scenario B: Post-Scarcity and Shared Abundance 

The alternative vision suggests that AI, particularly AGI, will make the means of production so 

abundant and accessible that traditional scarcity is eliminated. 

 Abundance via Automation: Elon Musk has famously forecasted a future where AI 

renders all jobs obsolete, leading to a paradigm of abundance. With AGI managing 

resource distribution and production, the cost of manufacturing goods, developing drugs, 

and generating energy could approach zero. 

 The Democratization of Innovation: Brynjolfsson's research suggests that 

distributional outcomes are not "set in stone." If AI systems become open and 

accessible platforms (like open-source models), innovation could be democratized, 

allowing small firms and entrepreneurs globally to benefit, counteracting concentration. 

 A New Economic Model: The combination of AI-driven automation and 

technologies like 3D printing could theoretically enable individuals to access 

goods and services without traditional monetary exchange. 

 

III. Renegotiating the Social Contract (The Way Forward) 
 
The difference between a post-scarcity utopia and a hyper-unequal techno-feudal state is not 

the technology itself, but the policies we implement now. The transition is inherently political, 

demanding a complete re-evaluation of the social contract. 

Policy Interventions for Broad Prosperity 

The immediate challenge for policymakers is how to design systems to ensure that AGI-driven 

productivity gains are broadly shared when human labor is no longer the primary source of 

income. 

 Redistribution: Mechanisms are required to transfer wealth from compute capacity to 

the populace. These include Progressive Taxation on AGI-generated profits or capital, 

and the concept of a Universal AI Dividend (UAD), which would grant every citizen a 

share of the returns generated by the national AI infrastructure. 

 Public Ownership: Treating AGI as a public or semi-public resource, akin to natural 

capital or land, could ensure that the returns are shared collectively, preventing the 

monopolistic dominance of a few firms. 

Human-Centric Adaptation 

Even in a world of abundance, humans require purpose and structure. The focus must shift from 

labor income to human value. 
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 Complementary Skills: Policy reforms need to ensure that AI development is directed 

toward human-complementary technologies—systems that augment the creative, 

emotional, and decision-making capabilities of humans, rather than simply substituting 

them. 

 Finding Meaning: As the economy no longer needs the average worker, the pursuit of 

arts, community, and personal growth—the "accessory work" that doesn't drive 

productivity—must be re-valued as the core of human life. 

The economic endgame of AI is not a predetermined destination but a landscape we are 

actively designing. The next decade will define whether we build the infrastructure for collective 

abundance or merely fortify the walls of extreme wealth concentration. 
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