When Algorlthms Reshape

the Social Contract

Leadership, Ethics, and the
New Workforce Disruption
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The Catalyst: February 2025 The Market Verdict

50% +24%

WORKFORCE REDUCTION IMMEDIATE STOCK SURGE

Block Inc. eliminates 4,000 positions.
A strategic bet on Al-augmented
operations rather than a reaction to
financial distress.

Markets validated the ‘efficiency’ of
“A step-change in model replacing human labor with Al, adding
capabilities.” — Jack Dorsey billions in market cap within hours.
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The Market Has Validated
Ruthless Efficiency

Al Capability
Deployment

Pressure on
Competitors
to Mimic

Stock Price Workforce
Surge Reduction
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The Coordination
Problem

Individual companies
acting rationally to boost
stock prices collectively
damage the economic
ecosystem.

The CEQ’s Dilemma:

If Al cuts generate value
elsewhere, can you
justify *not* doing it?
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Structural Transformation,
Not Cyclical Adjustment

Old World: Cyclical New World: Structural

/\ Recession /

Jobs return when Capability Substitution. Work
demand normalizes. no longer requires humans. 1 2 x

increase in job cuts
explicitly linked to Al.

Source: Challenger, Gray & Christmas
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The ‘Barbell’ Effect of Displacement

Manual/Physical Labor High-Expertise Strategy

Safe (for now) _ Safe (Human
The Middle Layer Judgment)
VULNERABLE.
Cognitive tasks,
coordination, analysis,
content generation.
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Skill/Wage Level

Unlike the Industrial Revolution (which hit muscles), the Al Revolution targets minds.
The “Middle” is the new blast radius.
o‘ﬁé}o/oHuman,Capital
Innovations
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The Demographic Shock:
Biographical Disruption

Compounding Crisis

Displacement for this cohort shatters integrated life
Profile structures. It is not just an income gap; it is a collapse
Tech Worker, Age 28-40 of the solvency model they built their lives upon.

PERSONA CARD

Attributes

= High Student Debt Saturated System ic

» High Housin Mortgage <+ Loans == Labor

Commit ~ Fraailit
e Market gility

= |dentity Linked to
Profession
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The lllusion of Linear Profitability
Profitability

Payroll Savings
4,000 roles x $150k = $600M

* Loss of Tacit Knowledge
» Broken Relationship Networks
* Innovation Slowdown

» Survivor Syndrome
(Fear/Guilt in retained staff)

owaowns (B

declines and innovatio
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 The Diversity Paradox

M LIFO (Last In, First Out): Workforce Tenure
Standard layoff policies
disproportionately target
recent hires.

M The Impact: Since many DEI
initiatives are recent, LIFO
policies risk erasing years of
progress toward workforce
representation.

W Key Question: Do diversity
commitments survive contact

with cost-reduction
opportunities? 15+ Years  10-15Years  5-10 Years 1-5 Years

Newest Hires
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The Ethical Vacuum

These are not technical decisions. They are normative judgments.
They are normative judgments.

Technological Intentional
Determinism Leadership
(Let the tool decide) (Decide how to deploy)

What follows is the evidence-based playbook
for Path B: The Just Transition.
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Pillar 1: Radical Transparency

Stakeholders accept adverse outcomes better when the
rationale is clear and strategic.

Euphemism x Honest Attribution J

-Restrueturingfor-operational- Cuts are explicitly linked to Al
-excellence:- capabilities (Block Inc).

-Market headwinds.- Town halls for two-way dialogue
(Microsoft).

Impact: Trust is retained through truth,
even when the truth is painful.
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Pillar 2: Procedural Justice in the Algorithm

Algorithm STOP Human e
InpUt | Analysis Ethics Panel Sign'Off R Tt

Review

Case Study: Salesforce
Workforce decisions tied to Al require sign-off from ethics panels evaluating demographic impact.

Key Takeaway: Treat workforce decisions as ethically significant choices, not automatic outputs of a black box.
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Pillar 3: Capability Building & Reskilling

The Just Transition. Companies capturing Al profit must invest
in worker adaptability.

X €2 8 W
T4 Mallll 3¢ A=,

Old Role Market-Recognized New Economy
Credentials

IBM SkillsBuild AT&T Future Ready

Free access to Al tool training + cloud $1B investment in internal reskilling over
credentials + extended healthcare. replacement.
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Pillar 4: Safety Net Innovation

Standard "2 weeks per year" severance is obsolete for
structural shifts.

M

90 Days 2 Years
(Standard Equity (Stripe Extended Window)
Window)

Case Study: Stripe

Extended stock option exercise windows prevent financial ruin for employees who earned equity but
can’t afford to buy it immediately upon job loss.

Other Mechanisms: Portable benefits, education accounts.
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Pillar 5: Community Responsibility

Tech hubs face localized labor market shocks that destabilize

housing and tax bases.
Blast Radius

The Mechanism Case Study: Salesforce Workforce
Regional transition funds and local hiring Development Initiative
commitments. Funding community college training in Al literacy.
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{ Redefining the Psychological Contract

The Netflix Model

— Radical honesty about
; contingency. “We can’t
for Job Security promise forever, but we
‘ — promise to make you more
valuable for the market.”

e Key Element:
Alumni networks
as extended community.
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Flattening Without Breaking

The Risk:
Removing middle management . Strategy
removes the “glue”"—mentorship
and institutional memory. |
Middle Distributed
The Fix: Push decision rights to anagement Leadership
the frontline and implement
systematic knowledge

capture (don't let tacit _
knowledge walk out the door).
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The Challenge:
If Al does the thinking, what is the
human’s role?

A

**Case Study: Patagonia**

“Framing technological changes through the lens of
environmental impact, not just efficiency. People tolerate
change when they understand how it serves a purpose they
value.”
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Two Paths Forward

@ Path of Pure Efficiency @ Path of Resilient Leadership
(The Block Precedent) (The Just Transition)

» Focus: Stock price optimization. | * Focus: Stakeholder wellbeing.

 Tactic: Intelligence

» Tactic: Labor substitution. : it
augmentation & reskilling.

» Result: Short-term gain, long-  Result: Sustainable advantage,
term erosion, social retained trust, social license to
destabilization. operate.
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Technology creates possibilities;
Leadership decides which to pursue.

The Block workforce reduction will be studied by future historians
either as necessary adaptation or as the moment short-term
optimization undermined long-term sustainability.

Chart the course that balances
efficiency with responsibility. ~
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