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BOX 1.1 How much will AI affect global growth?  

Artificial intelligence (AI) has emerged as a potential catalyst for economic growth at a time when the global economy is 
experiencing a structural slowdown. In the near term, AI is likely to boost growth mainly through higher investment, 
especially in advanced economies. Over the medium term, however, its most important contribution would come from faster 
productivity growth. Yet estimates of the productivity impact of AI vary widely, from modest gains to transformative effects. 
Illustrative scenarios suggest that these differences could lead to markedly different growth paths. Under optimistic 
assumptions about AI’s productivity effects, growth in the 2030s could exceed the average recorded in the 2000s, making 
the decade the strongest period of global growth since the 1970s. Under less optimistic assumptions, however, the gains 
would be considerably smaller. The growth benefits of AI are also likely to vary across countries, depending on digital 
infrastructure, human capital, regulatory frameworks, and the speed and breadth of adoption. They may also play out 
differently in advanced economies and emerging market and developing economies. Ultimately, the extent to which AI 
reshapes global growth will depend on the scale and persistence of the productivity improvements it generates and on 
whether countries can build the conditions needed to capture them. 

�e impact of artificial intelligence (AI) on economic 
growth has become one of the central economic debates 
of our time. At stake is not only the future trajectory of 
growth, but also outcomes for labor and product mar-
kets and income distribution within and across coun-
tries. �e debate also has important financial and mac-
roeconomic implications: expectations of large growth 
gains have already fueled investment in AI-related sec-
tors in several economies and pushed valuations of AI 
linked firms to record highs, raising concerns about an 
equity bubble. At the same time, emerging market and 
developing economies (EMDEs) that cannot adopt AI 
widely risk falling further behind.  

�e debate about the economic effects of AI comes at a 
time when potential growth—the maximum sustainable 
rate of expansion without generating inflationary pres-
sures—has been slowing for more than two decades. If 
the trends of the past two decades persist, global poten-
tial growth is expected to fall to a three-decade low in 
the 2020s. It has already declined from 3.6 percent per 
year in the 2000s to 2.8 percent in the 2010s and is 
projected to fall further to about 2.2 percent this decade 
(figure B1.1.1.A; Kose and Ohnsorge 2024).  

�e slowdown is even more pronounced in EMDEs 
where potential growth is expected to fall from 5.9 per-
cent in 2000–09 to 4.1 percent in 2020–29. It has also 
been broad-based: during the 2010s, potential growth 
declined in 54 percent of EMDEs, accounting for 76 
percent of total EMDE GDP (figure B1.1.1.B). �e 
slowdown reflects weakening contributions from the 
main drivers of growth, including total factor produc-

tivity (TFP), investment, and labor force expansion 
(Adarov 2025; Dieppe 2021). 

�is is why much of the debate centers on whether AI 
can meaningfully raise economy-wide productivity 
growth over the next decade and beyond. �e structural 
decline in TFP growth has played a major role in weak-
ening potential growth, accounting for more than 40 
percent of the slowdown. Global productivity growth 
fell from about 1.4 percent per year in the 2000s to 1.1 
percent in the 2010s and, absent a major technological 
shift, is expected to average about 0.8 percent this dec-
ade (figure B1.1.1.C). If AI generates sustained produc-
tivity gains, it could alter the trajectory of global growth 
and materially improve long-term income and welfare 
outcomes. 

Drawing on the rapidly growing literature on the im-
pact of AI on productivity and illustrative scenarios, this 
box addresses three questions: (1) How large could AI’s 
impact on productivity growth be? (2) Could AI reverse 
the slowdown in global potential growth? (3) What will 
determine whether countries can capture the benefits of 
AI?  

From task-level gains to economy-wide  
productivity 

Estimating the impact of AI on aggregate productivity 
depends on several key assumptions: the share of tasks 
exposed to AI, the productivity gains in those tasks, 
their value-added share in the economy, the speed and 
breadth of adoption, and whether AI generates a one-
time improvement or sustained productivity growth. 
Differences in these assumptions explain much of the 
wide divergence in estimates.  Note: This box was prepared by M. Ayhan Kose and Kersten Stamm.  
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Most studies focus on the United States and other ad-
vanced economies, with limited analysis of EMDEs. 
�is gap is important because the potential growth im-
plications of AI may differ substantially in economies 
with weaker digital infrastructure and skills, and lower 
exposure of jobs to AI. �ese economies may also have 
more limited scope to adopt existing AI solutions with-

out significant customization, particularly those trained 
on English-language data sets in advanced economies 
(World Bank 2025a). 

Evidence of AI’s productivity effects is most directly 
observed at the task level, where findings remain mixed. 
AI appears to raise productivity in many information-

BOX 1.1 How much will AI affect global growth? (continued) 

FIGURE B1.1.1 AI, productivity, and potential growth  

The global economy has been experiencing a prolonged and broad-based slowdown in potential growth, which is expected 

to continue. This slowdown reflects weakness across all major drivers of growth, including TFP. AI could become a catalyst 

for faster productivity growth, but its impact remains highly uncertain. Moreover, economies that lack the physical, digital, 

and institutional foundations needed to benefit from AI risk being left behind. An illustrative scenario shows that AI-driven 

productivity gains could significantly alter global growth trajectories.  

Sources : Aghion and Bunel (2024); Kose and Ohnsorge (2024); UN World Population Prospects (database); World Bank. 

Note: AI = artificial intelligence; EMDEs = emerging market and developing economies; ICT = information and communications technologies; TFP = total factor 
productivity. “Productivity” refers to TFP. Data for 2022 and later years are projections. 

A.C.F. Averages, weighted by gross domestic product (GDP), of production function-based estimates of potential growth. Sample includes 31 advanced economies and 
52 EMDEs. 

B. Number of economies with potential growth in 2010-19 below their 2000–09 average and their share of global or group GDP. Horizontal line indicates 50 percent. 
Sample includes 31 advanced economies and 52 EMDEs for 2000–19. 

C. Bars show GDP-weighted averages of estimated, potential TFP growth, by decade. 

D. Bars show the impact of the electricity and ICT revolutions on productivity growth in Europe and the U.S., respectively, taken from Aghion and Bunel (2024). Labor 
productivity estimates were converted to TFP estimates assuming a capital share of one-third. For the impact of AI, the bar shows the median impact estimated in the 
literature for the United States, and the whisker shows the range of estimates. The impacts for the electricity and ICT revolutions apply to a period of 12 years each. The 
estimated impact of AI generally spans a period of 10 years in the literature. 

E. Bars show global TFP growth increase in each scenario.  

F. Markers show the predicted impact of each scenario on global potential growth.  

A. Potential output growth  B. Share of economies and GDP with 

potential growth below 2000-09 average, 

2010-19  
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F. Global potential growth scenarios  
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BOX 1.1 How much will AI affect global growth? (continued) 

processing and cognitive tasks, with some estimates sug-
gesting gains of 50 percent or more. It may also benefit 
less experienced or lower-performing workers in some 
occupations, narrowing performance gaps (Appel et al. 
2026; Imas 2026). �is evidence is not limited to work-
ers in advanced economies. For example, customer-
support agents with access to AI assistance in the Philip-
pines increased their productivity by 15 percent, on 
average (Brynjolfsson, Li, and Raymond 2025).  

However, adoption remains concentrated among highly 
educated white-collar professionals, particularly manag-
ers and knowledge workers. In some cases, expert users 
see limited or even negative productivity effects. �ese 
findings suggest that gains vary widely across occupa-
tions and depend critically on how AI is integrated into 
workflows.  

Translating task-level improvements into economy-
wide productivity gains depends on the extent of adop-
tion across firms and the share of tasks that can benefit 
from AI. While some firms may realize efficiency gains 
quickly, broader sector-wide effects depend on organiza-
tional change, skill adaptation, complementary invest-
ment, and supportive regulation. Without these adjust-
ments, aggregate productivity gains may remain modest 
even if task-level improvements are substantial. 

As a result, estimates of AI’s productivity impact span a 
wide range (figure B1.1.1.D). Most U.S.-based studies 
assume a one-time boost to productivity that unfolds 
over roughly a decade. Optimistic estimates suggest that 
productivity growth could rise by about 1 percentage 
point per year, assuming continued improvements in AI 
capabilities, broad adoption across firms, and wide-
spread benefits for workers (Briggs and Kodnani 2023). 
�e most transformative projections also emphasize AI’s 
potential to spur innovation by accelerating scientific 
discovery and process improvements (Baily, Brynjolfs-
son, and Korinek 2023). More cautious assessments 
argue that automating complex tasks will prove difficult 
and estimate gains of only about 0.07 percentage point 
per year (Acemoglu 2025). 

History can also offer a guide to what to expect from 
the emergence of a new general-purpose technology, 
such as electricity and the dynamo in the 1920s, or in-
formation and communications technology (ICT) in 
the 1990s and 2000s. In Europe, electrification eventu-
ally may have added around 0.9 percentage point to 

annual productivity growth once widely adopted, alt-
hough the transition took decades because factories had 
to be redesigned and complementary infrastructure in-
stalled. By contrast, the ICT revolution diffused more 
rapidly and contributed about 0.5 percentage point to 
annual productivity growth (Aghion and Bunel 2024). 

Illustrative growth scenarios  

Given the wide range of productivity estimates, the im-
pact of AI on economic growth remains highly uncer-
tain (Cunningham 2025). Using the productivity esti-
mates above, illustrative scenarios show how AI could 
affect potential growth over the next decade through the 
productivity channel. For transparency and analytical 
clarity, these scenarios use a standard production func-
tion framework in which changes in TFP are directly 
reflected in output (Kose and Ohnsorge 2024). �is 
simple exercise abstracts from adoption dynamics, cross-
country spillovers, investment needs, labor market ad-
justments, and broader demand and supply responses, 
which could either amplify or dampen the effects of AI 
on potential growth. 

In the baseline scenario, global productivity growth 
averages about 0.8 percent per year in the 2020s and 
2030s, reflecting the slowdown observed since the 
2000s. Relative to this baseline, three illustrative scenar-
ios assume progressively stronger AI effects beginning in 
2026 and continuing through 2039 (figure B1.1.1.E). 
�e first scenario assumes a 0.6 percentage point annual 
increase in productivity growth, corresponding to the 
midpoint of estimates in the literature. �e second as-
sumes a 1 percentage point increase, reflecting more 
optimistic projections. �e third assumes that wide-
spread AI adoption leads to a transformative repeat of 
the historically strongest 10-year productivity growth 
rate observed across economies, implying global 
productivity growth of about 2.7 percent per year. 
�ese scenarios apply common productivity assump-
tions across country groups and therefore should be 
interpreted as illustrative upper-bound exercises. 

�ese scenarios suggest that AI-driven productivity 
gains could significantly alter global growth trajectories, 
although outcomes vary widely (figure B1.1.1.F). Un-
der the transformative scenario, the slowdown in global 
potential growth could be reversed: growth in the 2030s 
would exceed the average recorded in the 2000s, mak-
ing the decade the strongest period of global growth 
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BOX 1.1 How much will AI affect global growth? (continued) 

FIGURE B1.1.2 An enabling environment for AI  

Countries lacking an AI-enabling ecosystem risk falling further behind in reaping the benefits of AI. AI preparedness, a 

measure that captures physical and digital infrastructure, human capital, and the regulatory and institutional environment, is 

much lower in EMDEs than in advanced economies. The impact of AI on employment will also depend on ICT-related human 

capital. In EMDEs, the share of individuals using the internet or with above-basic ICT skills is lower than in advanced 

economies.  

Sources: Cazzaniga et al. (2024); ITU DataHub (database); World Bank. 

Note: AI = artificial intelligence; EMDEs = emerging market and developing economies; ICT = information and communications technologies. 

A. Panel shows scores on the AI Preparedness Index (AIPI) as of 2023 by Cazzaniga et al. (2024), covering 174 economies. Higher values represent more favorable AI 
preparedness. Country groups are as defined by the International Monetary Fund and aggregated using averages. 

B. Bars show the median share of individuals using the internet in advanced economies and EMDEs. Sample includes 37 advanced economies and 154 EMDEs using 
the latest available data for each economy. 

C. Bars show the median share of individuals with above-basic ICT skills in advanced economies and EMDEs. Sample includes 21 advanced economies and 16 
EMDEs using the latest available data for each economy. Above-basic ICT skill level is defined as an individual having done more than one of a list of ICT-related 
activities in the past three months.  

A. AI Preparedness Index  B. Share of population using the internet  C. Share of population with ICT skills  

since the 1970s, driven largely by gains in advanced 
economies. �e least optimistic scenario would also 
raise growth in this decade and the next, but would fall 
short of returning growth to its 2000s average.  

�ese global growth scenarios mask substantial hetero-
geneity across country groups and assume similar 
productivity gains in EMDEs and advanced economies. 
�is assumption is especially optimistic for EMDEs. 
�eir slowdown in potential growth has been more pro-
nounced than in advanced economies, and their ability 
to adopt and benefit from AI may be more limited 
without significant policy intervention. As a result, a 
return to previous growth rates would be an inherently 
more ambitious outcome for these economies.  

Capturing the benefits of AI 

Understanding how countries at different levels of de-
velopment can prepare for and harness AI is a critical 
priority. Countries lacking digital infrastructure, human 
capital, or supportive regulatory frameworks risk falling 
further behind in reaping the benefits of AI. AI prepar-
edness, a measure that captures physical and digital in-

frastructure, human capital, and the regulatory and in-
stitutional environment, is much lower in EMDEs than 
in advanced economies (figure B1.1.2.A; Cazzaniga et 
al. 2024). Few studies estimate the impact of AI on 
productivity growth in EMDEs, but those that do gen-
erally find that productivity gains will be much lower in 
these economies than in advanced economies (Briggs 
and Kodnani 2023; Cerutti et al. 2025).  

Effective use of AI also relies on an enabling ecosystem. 
Yet, as of mid-2025, EMDEs accounted for less than 
one-quarter of global data center capacity. �e share in 
low-income countries (LICs) was less than 0.1 percent. 
Similarly, middle-income countries account for 40 per-
cent of global ChatGPT usage whereas LICs account 
for less than 1 percent (World Bank 2025a). As of 
2022, only one in four individuals in LICs used the 
internet, and the share of internet users is much lower 
in EMDEs than in advanced economies (figure 
B1.1.2.B; World Bank 2024a, 2026a). 

Harnessing the benefits of AI in EMDEs will also re-
quire AI ecosystems and solutions that differ from those 
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BOX 1.1 How much will AI affect global growth? (continued) 

in advanced economies. Beyond digital infrastructure 
and human capital, localized AI solutions require train-
ing data that reflect country circumstances and local 
languages, models that are accessible on mobile devices 
and can operate with limited connectivity, and a vibrant 
start-up sector that can adapt existing models to new 
use cases (World Bank 2025a). One example is “small 
AI”: solutions that prioritize efficiency and localized 
autonomy, and do not require the same up-front invest-
ment as the leading frontier models (Kim and Qiang 
2025). Such solutions could help smallholder farmers 
identify crop diseases and time fertilizer applications 
through chat apps, deliver customized tutoring to stu-
dents, or support health care in remote areas. 

Even with more localized solutions, the diffusion of AI 
remains highly uncertain. Less than one-fifth of firms in 
the United States are using AI, and estimates of the 
productivity gains of AI are thus based on early-adopter 
firms and may not generalize broadly (Kolko 2026). 
�ere is a large gap across studies about the share of 
tasks that will become more productive with AI, a com-
bination of exposure to AI and the successful adoption 
of AI for these tasks. For the United States, estimates of 
this share in studies range from 5 percent to 15 percent. 
For EMDEs, this share is likely lower than in advanced 
economies (Acemoglu 2025; Briggs and Kodnani 2023; 
Cazzaniga et al. 2024).  

Managing risks and labor-market transitions 

Even if AI raises productivity in some tasks, aggregate 
gains may be constrained if large parts of the economy 
remain difficult to automate. As AI lowers the relative 
cost of rapidly improving sectors, a growing share of 
spending and employment may shift toward non-
automated sectors where productivity growth is slower 
and relative costs rise, a phenomenon known as 
Baumol’s growth disease (Aghion, Jones, and Jones 
2017; Filippucci et al. 2025).  

Beyond productivity growth, AI could reshape labor 
markets and income distributions within and across 
countries. �e scope of disruption and opportunity 
differs sharply by level of development: about 60 per-
cent of jobs in advanced economies are exposed to AI, 
compared with 40 percent in EMDEs and just 26 per-
cent in LICs (Cazzaniga et al. 2024). Historical evi-
dence suggests that, with the right policies, labor-
augmenting technologies can raise labor demand even 

as automation displaces certain tasks (Autor et al. 
2024). Early evidence that combines the share of tasks 
that could see a boost in productivity from AI with ob-
served AI utilization for these tasks indicates that AI 
exposure may slow hiring in some entry-level positions, 
while the potential productivity gains from AI appear to 
rise along the income distribution (Massenkoff and 
McCrory 2026).  

�e employment impact of AI also depends on labor 
supply constraints. Job vacancies for workers with AI 
skills are rising faster in EMDEs than in advanced econ-
omies yet only a small share of workers in EMDEs have 
above-basic digital skills (figure B1.1.2.C; World Bank 
2025a). �e net impact on employment, wages, and 
inequality remains uncertain and will depend on how 
quickly workers acquire new skills, how easily they 
move across tasks and occupations, and how effectively 
policies support the transition. Beyond direct employ-
ment effects, workers may also benefit from AI through 
better matching in the labor market, improved market 
access for entrepreneurs, and more effective government 
services (Nayyar et al. 2024).  

For EMDEs, the policy priority is therefore not only to 
expand digital infrastructure, but also to build comple-
mentary capabilities: digital skills, adaptable regulatory 
frameworks, local data ecosystems, competitive start-up 
environments, and social protection systems that help 
workers adjust. 

Looking forward 

AI could offer a path to reversing the prolonged slow-
down in global growth, but only if productivity gains 
are large, persistent, and widely diffused. At this pivotal 
moment, policy and investment choices will determine 
whether it becomes a broad-based driver of growth or a 
narrowly concentrated efficiency tool. Capitalizing on 
AI’s potential will require careful policy choices and 
planning—including those around innovation, regula-
tion, data privacy, and digital infrastructure—that 
evolve with technological advances and shape the em-
ployment effects of structural change (World Bank 
2024b). If AI becomes a transformative general-purpose 
technology, historical experience suggests that its broad-
er economic effects are likely to unfold gradually, and 
projections of AI-driven growth should therefore be 
interpreted with caution. 
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BOX 1.1 How much will AI affect global growth? (continued) 

�e brief analysis in this box also shows that several 
areas require further research to better understand AI’s 
long-term economic impact. A key question is how mi-
cro-level productivity gains translate into macroeco-
nomic outcomes through diffusion, complementary 
investments, general equilibrium effects, and AI-driven 
innovation in scientific discovery and processes. Its em-

ployment effects remain highly uncertain. Finally, more 
analysis is needed on EMDEs, where AI’s growth bene-
fits may be constrained by gaps in digital infrastructure, 
human capital, regulatory frameworks, and the availa-
bility of off-the-shelf AI solutions trained on local data 
and context (World Bank 2026a, forthcoming). 

capital, and the catalytic role of private capital 
mobilization. In particular, countries need to 
reverse the decline in private investment, which 
has been on a downward trend since the 2000s. In 
this context, a comprehensive set of structural 
reforms could help policymakers boost private 
investment substantially (box 1.2; figure 1.2.F). 

Against this background, the World Bank Group 
is assisting EMDEs in confronting the near-term 
impact of the conflict in the Middle East using a 
three-part plan. First, it is providing immediate 
liquidity. Using instruments such as the Crisis 
Preparedness and Response Toolkit, countries can 
now draw on prearranged contingent financing, 
existing project balances, and fast-disbursing 
instruments—and they can move quickly without 
new approvals. �is can provide clients with 
between $20 and $25 billion of support to re-
spond quickly to the stresses caused by the con-
flict. �e immediate response includes protecting 
poor and vulnerable people through social safety 
nets and targeted transfers, supporting fiscal needs 
of governments, providing working capital and 
liquidity support for firms and farms, maintaining 
access to critical imports and trade finance, and 
reducing the risk of financial sector distress. 

Second, the World Bank is reprioritizing projects 
already in the pipeline. �e World Bank Group 
will reorient parts of its portfolio and pipeline to 
support the crisis response as needed, while staying 
anchored in medium-term development priorities. 
�is could expand available resources by $50 to 
$60 billion over the next six months. �ird, it is 
scaling up the balance sheet if needed. �e World 
Bank Group has the headroom to increase support 

through new financing, guarantees, private sector 
support and, if needed, the use of crisis buffers 
and front-loading. If the conflict and economic 
fallout persist, this financing could be increased to 
$80 to $100 billion over 15 months. 

Global context  

�e conflict in the Middle East is affecting the 
global economic context through several distinct 
transmission channels. Global trade flows, particu-
larly for energy, have been disrupted, with the 
near cessation of shipping through the Strait of 
Hormuz. Severe disruptions are expected to last 
through July, easing gradually in subsequent 
months. Reduced flows of commodities from the 
Gulf region have pushed energy prices sharply 
higher, contributing to increased cost pressures 
and heightened consumer inflation. Against the 
backdrop of intensifying inflationary pressures, 
global monetary conditions are expected to 
tighten. 

Global trade  

Following the U.S. Supreme Court ruling striking 
down the use of tariffs on international economic 
emergency grounds, the U.S. administration 
introduced a temporary 10 percent tariff surcharge 
under a different law, set to expire in late July. 
Together with sector- and country-specific 
measures, the U.S. effective tariff rate has declined 
slightly, to about 12 percent from about 14 
percent earlier this year. While trade policy 
uncertainty remains elevated, several initiatives are 
expected to support trade growth and diversifica-
tion. �ey include recent free trade agreements 




