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Income Distribution and Policy Trade-offs under the
Impact of Artificial Intelligence: A General
Equilibrium Analysis Based on Task
Substitution and Overlapping

Generations

SUN Haoning LI Jinpu" DONG Feng
(Tsinghua University)

Abstract: Artificial intelligence is reshaping factor allocation in the macroeconomy. We
develop a dynamic general equilibrium model with task allocation and overlapping generations
to examine the distributional effects of intelligent technologies and related policy responses.
We find that broad-based Al task substitution reduces labor’s income share, widening the in-
come gap between capital and labor and generating intergenerational imbalances, with
younger cohorts bearing the costs of human capital erosion. Comparing a range of policy in-
struments further reveals inherent trade-offs among efficiency, equity, and feasibility in im-
proving factor allocation and sustaining output.
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