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A Negative-Sum Compulsory Investment: Rent Dissipation in Generative Al Adoption and the Ownership
of Problem Space
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ABSTRACT

Enterprise adoption of generative Al is rising quickly, yet no stable positive association
between adoption and profitability has emerged. Two explanations exist: the resource-based view
holds that universally available resources cannot confer advantage, and Carr's infrastructure
thesis holds that IT has become a neutral cost item, like electricity. This paper argues both miss a
difference that makes the present case not neutral but negative-sum: electricity changed the




production function, whereas generative Al changes the output itself — its product is directly the
deliverable the customer sees, so its diffusion endogenously raises the passing line. The
mechanism follows: the adopter sits between an oligopolistic supplier and a perfectly competitive
downstream, the only link in the chain that both bears the new cost and cannot raise price. The
rents of technical progress pass to customers via price competition and to model vendors via
subscription, leaving the adopter with zero or less — obliged to keep investing merely to hold its
prior relative position, a pure form of the Red Queen trap. The paper then asks what advantage
remains: when every purchasable input converges to universal availability, the only unpurchasable
input is the question itself — and questions are in principle untradeable, since by Arrow's
information paradox their value cannot be assessed by a buyer before disclosure, and after
disclosure the buyer no longer needs to buy. Competitive advantage therefore contracts to the
ownership of problem space, whose formation requires unpurchasable contact surfaces: a
particular customer interface, a particular production site, a particular history of failure. Four
falsifiable corollaries follow — the sharpest being that the adoption-profitability relation should
turn from positive to negative as downstream competitive intensity rises — and one unwelcome
conclusion: for most firms facing competitive downstreams, the correct reason to adopt is not that
it confers advantage but that not adopting exits you sooner, and narrating a defensive expenditure
as a strategic investment is the costliest category error in current corporate decision-making.

Keywords generative Al; competitive advantage; resource-based view; rent dissipation; Red Queen effect;
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