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Statement of Interest in AI
I explore the possible role of artificial intelligence (AI) in the recent macro trends in the US economy, i.e. higher
market concentration, lower labor share, and slower business dynamism. I investigate specific channels that
might link AI to the trends in the modern business world. In my first paper I proposed a theory where AI
reduces supervision cost and as a result lower management cost in the span of control model implies higher
market concentration and smaller labor share of firm income. The idea is that improvements in IT lead to
managerial efficiencies when operations are scaled up. Thus, as firms grow, they require fewer managers and
rising concentration is a sign of greater efficiency in personnel management.

My second paper studies the impact of AI-based analysis of customer data on market concentration. With
growth in software used for AI, there has been growth in the collection of customer databases allowing firms
to provide better services to existing customers. A good example is Netflix, which streams movies and other
content. Investing in AI technologies, Netflix can customize future services for consumers. The critical inputs
are past choices which form a database that is needed for the new AI technologies to make more accurate
predictions of consumer preferences. In this case, the data are a valuable asset for the company using it to
predict the value of future products and services. Investments in these assets result in gains for consumers and
market power for the firms.

The mechanics of both models work. However, estimating the actual impact of AI on supervision cost or
marketing prediction based on customer database has been challenging for me. I believe the NBER Workshop
helps me find creative methods to estimate and quantify my theories and overall to gain a better understanding
of my ideas.


