
Copyright © 2026, IGI Global Scientific Publishing. Copying or distributing in print or electronic forms without written permission of IGI Global Scientific Publishing is prohibited. Use of this chapter to 
train generative artificial intelligence (AI) technologies is expressly prohibited. The publisher reserves all rights to license its use for generative AI training and machine learning model development.

1

Chapter 1
AI and the Economy 

Innovation Policy 
and the Economy

G. SudhaAnanthi
 https://​orcid​.org/​0009​-​​0001​-​​5062​-​​5311

Winners Academy, India

ABSTRACT

Rapidly economies, fundamentally altering the structures of industries, labour 
markets, productivity patterns, and value creation mechanisms. As nations and 
economic impact is both profound and multifaceted. AI serves as a general-​purpose 
technology, similar to electricity or the internet, with broad applications that per-
meate virtually every sector and manufacturing education, logistics, agriculture, 
creative industries. Ubiquitous integration of AI is driving new forms of automation, 
accelerating innovation cycles, reducing operational costs, and reshaping compet-
itive landscapes. Consequently, AI is emerging not only as a productivity enhancer 
but also as a catalyst for entirely paradigms. Most significant the enhancement of 
productivity. AI labor, enabling faster decision-​making, improved forecasting, and 
optimal resource allocation. In sectors like manufacturing, AI-​powered robotics 
and predictive maintenance are reducing downtime and improving efficiency. In 
are revolutionizing traditional workflows.
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technology, similar to electricity or the internet, with broad applications that per-
meate virtually every sector and manufacturing education, logistics, agriculture, 
creative industries. Ubiquitous integration of AI is driving new forms of automation, 
accelerating innovation cycles, reducing operational costs, and reshaping competi-
tive landscapes. Consequently, AI is emerging not only as a productivity enhancer 
but also as a catalyst for entirely paradigms. Most significant the enhancement of 
productivity. AI labor, enabling faster decision-​making, improved forecasting, and 
optimal resource allocation. In sectors like manufacturing, AI-​powered robotics and 
predictive maintenance are reducing downtime and improving efficiency. In are 
revolutionizing traditional workflows. Applications crop monitoring, supply chain 
optimization are enhancing food production and reducing waste. These applications 
collectively contribute to economic efficiency and growth. However, the economic 
impact of AI is not uniformly positive or evenly distributed. The rise of AI-​driven 
automation has profound implications for labor markets. While AI creates new jobs 
in data science, AI ethics, particularly those involving repetitive, rule-​based tasks. 
Sectors such as transportation, retail, and customer service are witnessing disrup-
tions as AI-​powered systems replace human labor. This technological displacement 
raises concerns about structural unemployment, wage stagnation, and the widening 
of socio-​economic inequalities, especially in regions or communities that are less 
equipped to adapt to rapid technological change.

At the same time, AI contributes to the creation of new markets and economic 
opportunities. The emergence of the AI ecosystem—including startups, AI-​as-​a-​
Service platforms, data providers, and hardware manufacturers—has spurred a 
vibrant innovation economy. Countries and corporations investing in AI research 
and development are gaining competitive advantages, attracting foreign investments, 
and positioning themselves as global leaders in the digital economy. Additionally, 
the application of AI in public sector governance, such as urban planning, traffic 
management, healthcare delivery, and environmental monitoring, is enabling more 
efficient public services and fostering socio-​economic development. The adoption 
of AI is also stimulating global competition and geopolitical shifts in economic 
power. Nations several EU countries—are increasingly shaping global standards, 
intellectual property regimes, and regulatory frameworks. This digital race for AI 
supremacy is intensifying investment in education, research, and infrastructure, 
further accelerating AI's economic influence. Simultaneously, there is a growing 
recognition of driven growth, preventing a digital divide that could deepen global 
inequalities. Furthermore, AI’s role in augmenting human capabilities cannot be 
overlooked. By complementing human intelligence with machine precision and 
speed, AI enables professionals in medicine, law, education, and creative fields 
to achieve greater outcomes. In medicine, for instance, AI-​assisted diagnostics 
and drug discovery are speeding up treatment protocols and expanding access to 
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