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The Paradox
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Editorial Economic Realism

Companies are cutting staff as if automation were already perfected. It isn’t.

THE DATA
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THE PARADOX & REALITY
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If artificial intelligence cannot yet fully replace human labor,
why are so many companies acting as though it already can?
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Editorial Economic Realism

The driver of current layoffs is not technological
determinism, but Performative Automation.

PERFORMATIVE AUTOMATION
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Editorial Economic Realism

Executive incentive structures prioritize quarterly
signals over long-term health

The Architecture of Short-Termism

(
The Incentive The Action The Result

Executive wealth tied to Cut R&D, defer Immediate stock valuation
stock options and share maintenance, and reduce increase vs.

appreciation (Lazonick & headcount to boost Gradual erosion of
O'Sullivan, 2000) Earnings Per Share (EPS) institutional knowledge

el/gé %@U 1005 M

In the context of Al, this pressure forces premature deployment and headcount
reduction to demonstrate immediate ROI on infrastructure investments.
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he ‘Efficiency Gap’ is currently being
lled by human burnout.

Engineers debugging
"hallucinated” code
Work Intensification

Customer service managing (Human Labor)
automated errors

Loss of tacit knowledge

(Nonaka & Takeuchi, 1995)

Time (Post-Layoff)

Workload Volume

®
=
=
)
=
e
©
L
N7
—
2

Genuine Al Automation

Efficiency gains in quarterly reports are often illusory, purchased at the cost of system fragility.
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Editorial Economic Realism

Individual Rationality vs. Collective Insanity:
The Fallacy of Composition.

Micro View (The Firm). Macro View (The Economy).

Labor Cost | Labor Income

(Expense) (Customer Purchasing
Power)

[ Profit Margin Increases ] [Aggregate Revenue Collapses]

Rational for the Individual Firm Disastrous for the Collective Economy

The Fallacy of Composition: The assumption that what is true for the part is true for the whole. If every firm automates
away its workforce, they collectively destroy the consumer base.
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Without intervention, Al-driven displacement triggers a self-undermining economic cycle.

The Keynesian Contraction (Keynes, 1936)

Widespread
Layoffs
‘ (Al Adoption)

You cannot have

Further Wage Erosion

il mass production (g
without mass
consumption.

Demand
Corporate Destruction

Revenue (Reduced
Collapse ’ ‘ Household

Spending)
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Corporate governance suffers from a fatal
Temporal Mismatch.

Inter

Realized Immediately.
The Incentive Window Attributed to Current CEO.
Benefits of Layoffs

(Reduced Opex, Stock Bump) - )
Executives are paid today for

decisions that create economic
fragility years from now.

Inter

The Consequence Horizon

Costs of Layoffs (Demand Destruction, Eroded Innovation) Realized over 5-10 Years.
Diffused across the economy.

Market mechanisms cannot self-correct because decision-makers
are insulated from the long-term consequences.
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The 40-hour workweek is not a law of
nature. It is a legacy policy decision.
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‘ 1870s: 60+ Hours / 6 Days
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1926: Henry Ford adopts 5-day week
(To boost purchasing power)
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1940-Present: Flat
line at 40 hours

30
1870 1880 1910 1920 1930 1940 1950

Year

Human Capital
dﬁ%}o/) Innovationg

Historical
Insight

Every reduction
(Huberman &
Minns, 2007) was
met with
predictions of
economic ruin.

Instead, every
reduction was
followed by
sustained growth.
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Reduced hours have historically correlated with
increased per-hour productivity.
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Diminishing Returns
on Cognitive Labor

Cognitive Performance (Relative)

2 3 4 5 6

Hours Worked Hours (Standard Work Day)
Source: Golden, 2012; Pencavel, 2015

The Weekend Effect: Leisure time is not “lost” economic time. It created entire
industries—travel, entertainment, recreation—that drive modern GDP.
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Editorial Economic Realism

Work-Time Reduction is not a lifestyle preference.
It is essential Economic Infrastructure.

Concentration
Few workers work 40+ hours.

Many unemployed. = High Inequality &
‘ 4 Demand Stagnation

Al-Driven Labor Savings

The Policy Shift:
N - fat Treating working
Distribution A Tl hours as a variable
All workers work 32 hours. s : to be adjusted, not
Employment remains high. Shared Prosperity & a constant to be
Sustained Demand
defended.
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Editorial Economic Realism

A Policy Framework for the Al Transition:
The Graduated Reduction

Phase 1: Statutory Reduction

Target: 38 Hours Phase 2: Intermediate Adjustment
Mechanism: Triggered by

initial sector displacement. Target: 36 Hours

Mechanism: Work-sharing
incentives enacted.

Phase 3: The New Standard

Target: 32 Hours (4 Days)
Mechanism: Full
implementation of Al-
productivity dividend.
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Implementation
Mechanisms:

- Automated
triggers based on
unemployment
rates.

- Sector-specific
variances (e.g.,
Coding vs.
Construction).
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Income Maintenance is critical to
preserving economic demand.

Aggregate Consumer Demand

Minimum Wage Tax Work-Sharing
Adjustments Incentives Programs
Hourly floors rise as Payroll tax credits Ul systems used to

hours fall to maintain for firms that top-up wages (Short-
purchasing power. maintain salaries. time work schemes)

If hours drop but wages drop proportionally, the policy fails.
Income maintenance prevents the Keynesian contraction.
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Conditionality: No Al subsidies without
workforce transition plans.

Conditionality o Compliant Firms
Public Capital Standards - Access Granted

» Research Grants Requirements:
» Tax Credits Retention Plans
« Compute Subsidies & Work-Hour
Compliance 0

Non-Compliant Firms
- Access Denied

Principle: Public money should not fund the displacement of the public workforce.
Government procurement must prefer compliant firms.
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Addressing the Competitiveness Objection
through International Coordination

Border
Adjustments / Adjustments /
Social Dumping Social Dumping
Tariffs Tariffs

Americas

Harmonized Labor Standards (ILO)

e Trade Policy: Link market access to labor standards.
» Border Adjustments: Levies on imports from jurisdictions with exploitative hours.
» Standard Setting: Establishing the new 32-hour norm as a global baseline.
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The conditions for this shift are more
favorable than in previous decades.

Worker Preference Corporate Pilots

Post-pandemic shift in Successful 4-day
valuing time over grind. week trials proving
productivity.

Window of

, i Opportunity ) ;
Generational Shift Economic Anxiety

Demographics Tangible fear of Al
prioritizing stability creates a coalition
and balance. for protection.
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Two Futures: The Cost of Inaction
vs. The Dividend of Action.

The Path of Inaction The Path of Action

e Volatile labor markets &  Shared productivity gains.

precarious work. e Time Abundance (Family,
o Widenin% inequality (Capital Civic, Care).
r.

vs Labo -
. e Sustained consumer demand.
e Chronic demand shortages.

e Social instability. e An economy that serves

human flourishing.
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We must choose between a market that
cannibalizes itself .- one that adapts to abundance.

Time
Abundance

Job

Scarcity

L e+
Y

Al is not a job-killer; it is a time-saver. But without policy, “saved time” becomes
unemployment instead of leisure. Proactive intervention is the only prudent course.
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