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EXECUTIVE SUMMARY

The mainstream consensus regarding Artificial Intelligence and the labor market, which
assumes net job gains, manageable disruption, and historical precedent, is increasingly being
challenged by empirical realities in the 2025-2026 labor market. More importantly, it rests on
several fundamental misconceptions that do not survive serious scrutiny.

The Management Ratio Fallacy. Mainstream forecasts casually assume displaced workers
will transition to "higher-value” roles, managing Al, validating outputs, handling exceptions.
This assumption ignores a basic structural truth: organizational hierarchies have always been
pyramidal. One manager typically oversees 10+ workers, often across multiple layers. Under
Agentic Al, a single human orchestrator can now direct 50+ autonomous agents, each
producing several times the output of their human predecessors. The math is brutal and
rarely stated plainly: the overwhelming majority of displaced workers cannot become
managers of Al because those management positions do not and cannot exist at sufficient
scale. When a 10-person content team is compressed to one Al-equipped manager
producing 10x the output, nine people must find entirely new work, not "higher-value Al
oversight roles,” but genuinely new occupations.

The Cognitive and Motivational Ceiling. A second, often-unspoken assumption is that
displaced workers will retrain into more cognitively demanding roles. This assumption largely
emerges from Silicon Valley and consulting-class bubbles where ambitious, high-agency
individuals are overrepresented. The honest reality: a significant portion of the workforce,
including university graduates, works primarily to pay bills rather than to pursue
self-actualization. They are not aspiring founders or lifelong learners. They chose stable,
structured careers precisely because those careers did not require constant reinvention.
Telling these workers that their path forward is to become "Al-augmented strategic thinkers'
is not a workforce plan; it is a fantasy. Any serious forecast must account for the fact that
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cognitive and motivational distributions are real constraints, not merely problems to be
solved by more training programs.

The Market Equilibrium Correction. A common counter-narrative suggests that physical
trades will command premium wages in an Al-disrupted economy, with electricians earning
$500/hour and plumbers becoming wealthy professionals. This ignores how labor markets
actually clear. The moment such wages become reality, the supply side responds: the
students who would have attended Stanford for a computer science degree will opt for
community college electrical programs. Why accumulate $300K in debt for a 4-year degree
when 18 months of trade school yields higher income? Within 3-5 years of any such wage
signal, supply floods the protected trades and wages re-equilibrate downward. The floor for
"decent jobs" rises across the board: credentials that once guaranteed middle-class
outcomes will require exceptional performance to yield the same result. A 3.5+ GPA in high
school may become the baseline qualifier for any job offering meaningful upward mobility.

What This Means in Practice. White-collar, knowledge-intensive occupations are
experiencing the sharpest early displacement, contrary to early predictions. The purchasing
power transmission mechanism (how falling labor income impacts broader consumer
demand) is critically undermodeled. The global demographic amplifier of 400M+ net new
workforce entrants over the next decade colliding with rising retirement ages is largely
absent from mainstream models. And the structural realities above mean the absorption of
displaced workers into new roles will be dramatically slower and smaller than consensus
forecasts assume.

The preparation window for individuals and institutions is significantly narrower than
current policy timelines imply.

This report is divided into two strategic tracks:

e PART I: The Structural Macro Picture — Thesis validation, technological catalysts, and
the state of the macroeconomic debate.

e PART II: The Strategic Positioning Playbook — Actionable frameworks for enterprise
architecture, careers, asset allocation, and debt management.
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THE STRUCTURAL MACRO PICTURE

1. Displacement Dynamics: The "Credential Cascade”

The early consensus assumed physical and low-skill cognitive work would be displaced first.
The data indicates the exact opposite.

Computer and mathematical occupations, predictably among the most Al-exposed with a
score around 80%, saw some of the steepest unemployment rises from 2022-2025 (St.
Louis Fed). Young tech workers (age 20-30) in Al-exposed roles have seen unemployment
rise by nearly 3 percentage points since early 2025, a figure notably higher than for
same-aged counterparts in other trades (Goldman Sachs Research). Occupations with
higher Al adoption showed a 0.57 correlation coefficient with unemployment gains.

The Macro Implication: The "credential cascade” is activating. The most
educated workers are getting hit first, not last. Crucially, they do not disappear
from the labor market; they cascade downward, compressing the job market
from above. High-skill workers flowing downmarket displace mid-skill workers,
and this is happening at a velocity that academic models failed to predict.

2. The Technological Catalyst: The "Agentic" Shift of 2025-2026

Understanding why disruption has accelerated requires understanding the recent shift in Al
architecture. The optimist models built in 2023 and 2024 were based on "Copilot”
architectures, Al that required constant human-in-the-loop prompting. That architecture
inherently preserved jobs by simply making humans faster.

However, the rapid deployment of "Agentic’ Al architectures in late 2025 and 2026 broke this
bottleneck. Agentic Al is goal-seeking; it can plan, break down complex goals into multi-step
workflows, self-correct errors, and execute tasks across disparate software systems
autonomously.

e The "Manager” Bottleneck Eliminated: Under the Copilot model, a human could
supervise perhaps 2—-3 Al workflows. Under the Agentic model, a single human
orchestrator can deploy and monitor fleets of hundreds of autonomous agents.

e The Margin Implication: This is the precise technological mechanism driving the
credential cascade. Entire layers of middle-management, whose primary historical
function was information routing, status tracking, and workflow supervision, are being
bypassed entirely by agent-to-agent communication.
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2.5 Three Fundamental Misconceptions in Mainstream Models

Before examining the forecast gap, three structural assumptions embedded in most
optimistic models deserve direct challenge. These assumptions are rarely stated explicitly,
and none survives examination. Together they define what Cyans terms the Absorption Gap:
the difference between what mainstream models assume will be absorbed into new roles
and what the labor market can actually absorb given these structural constraints.

Misconception 1: The Management Ratio Fallacy

The optimist narrative depends on a chain of logic: Al automates routine tasks, workers move
"up the value chain," they become managers of Al systems, validators of output, strategic
overseers. This framing appears in nearly every major consulting report, every corporate
communication, and most policy documents.

It is mathematically incoherent.

Organizational structure has always been pyramidal. In a pre-Al content team of 10 writers
plus 1 editor, if Al can now produce content at 5-10x the previous rate, the editor's role
expands but does not multiply. Modern Al-augmented management tools allow that single
editor to oversee the new, larger output. The outcome is not 10 writers becoming 10 Al
managers. It is 1 editor staying, 9 writers being displaced, and zero net new "Al oversight" roles
being created in that organization.

This pattern repeats across sectors. A manufacturing facility that automates its assembly line
does not turn its line workers into robotics supervisors. It hires a small team of specialized
engineers and lets the line workers go. A call center that deploys Al agents does not promote
its call center staff to conversation designers. It retains a handful of senior quality reviewers
and eliminates the rest.

The arithmetic inversion is stark. Under traditional management ratios, 10 workers required 1
manager. Under Agentic Al, 1 manager can direct 50 agents producing multiples of the
previous output. For every organizational layer Al eliminates, the "new jobs created in Al
management” represent a fraction of the jobs displaced, often 1:10 or worse. Mainstream
forecasts that promise net job gains systematically ignore this ratio.

Misconception 2: The Silicon Valley Projection

The second assumption, rarely stated but always implicit, is that displaced workers will
retrain, upskill, and transition to cognitively demanding roles. This assumption largely reflects
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the worldview of the people producing these forecasts: consultants, executives, researchers,
and technologists who are unusually ambitious, high-agency, and intellectually flexible.

The broader population does not look like this cohort.

A substantial share of the workforce, including a meaningful portion of university graduates,
chose their careers precisely because those careers offered structure, predictability, and
stable income without requiring constant reinvention. They work to pay bills, raise families,
and pursue lives outside of work. They are not aspiring entrepreneurs or lifelong self-directed
learners. This is not a moral failing; it is a normal distribution of human temperament and
capability.

Policies and forecasts that assume these workers will cheerfully retrain as "Al-augmented
knowledge workers" or “prompt engineers” or "strategic synthesizers" are making a category
error. The cognitive and motivational distribution of the actual workforce is a hard constraint.
Retraining programs that succeed for the top 20% of displaced workers may fail entirely for
the bottom 60%, and these models do not account for that.

Misconception 3: The Trade Premium lllusion

A popular counter-narrative suggests that the protected class in an Al economy will be
physical trades: electricians, plumbers, HVAC technicians, and that these workers will
command premium wages as white-collar work collapses. Popular media has run with
headlines suggesting electricians will earn $500/hour and that trade school is the new
Harvard.

This framing misunderstands how labor markets reach equilibrium.

The moment such wage premiums become visible and sustained, the supply side responds
rapidly. Students who would have pursued 4-year degrees and $300K in debt will rationally
pivot to 18-month trade programs that pay more. Parents will push children toward these
programs. Career-changers from displaced white-collar roles will enter the pipeline. Within
3-5 years, trade school enrollment surges, licensed professional supply expands, and the
wage premium compresses back toward equilibrium.

The broader consequence is more important: as cognitive-work supply floods
previously-protected trades, the overall bar for "decent jobs" rises across the board. A high
school GPA that qualified someone for a solid middle-class life in 2010 may be insufficient in
2030. Every protected niche attracts a queue of qualified applicants from displaced
adjacent markets. Equilibrium is restored, but at a higher cognitive and credential floor than
before.
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The Combined Implication

These three misconceptions compound. If the management ratio does not generate net new
jobs, and if most displaced workers cannot realistically transition to cognitive premium roles,
and if protected trades quickly saturate from credential cascades, then the labor market's
capacity to absorb Al displacement is fundamentally smaller than mainstream models
assume. The Cyans Absorption Gap is real, measurable, and systematically underestimated.

The honest conclusion is that the employment gap will be significantly larger, the transition
significantly longer, and the distribution of outcomes significantly more skewed than
optimistic forecasts currently indicate. Models that ignore these dynamics are not being
conservative. They are being systematically misleading.

3. The Expert Forecast Gap

The range of credible expert predictions has never been wider. This gap is itself highly
informative about the unprecedented nature of the technology.

Forecasting Entity Estimated Unemployment / Displacement Impact

Dario Amodei (Anthropic)  10-20% within 5 years

Kai-Fu Lee 50% of jobs displaced by 2027

Goldman Sachs +0.5 percentage point, temporary

Acemoglu (MIT, 2024) [] 5% of jobs automatable in next decade

IMF 40% globally face exposure; 60% in advanced
economies

WEF [?] 92M displaced / 170M created = net +78M by 2030

['] Despite his conservative 2024 estimate, Acemoglu acknowledged by late 2025 that
"Al-related job losses have already arrived,” with 2025 U.S. layoffs up 58% YoY (1.2 million
total). The direction of this revision is telling.

[2] We treat this figure with significant caution, see Section 4 on the supply-side blind spot.
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4. The Supply-Side Blind Spot: Why Net Job Creation Is a Misleading Frame

The most widely-cited optimistic figure in Al labor discourse, the WEF's projection of +78M
net jobs globally by 2030, suffers from a critical analytical flaw: it models the demand for
labor while ignoring the supply of labor. This is a 1990s-era framing applied to a 2020s
demographic reality.

The numbers that must enter any honest model:

e ~400 million net new workforce entrants globally over the next decade (UN/ILO
demographic projections). Global working-age population is growing by roughly
30-40 million people per year, concentrated in South Asia, Southeast Asia, and Africa.

e Rising retirement ages across OECD economies are compressing the outflow. France
has moved to 64. Germany is phasing toward 67; the UK is moving to 67 then 68 by
2046. The Netherlands and Denmark are indexed to life expectancy, with Denmark
legislated to reach 70 by 2040 and trending toward 74 by 2060. Japan's effective
labor market exit age has risen past 65, with continued workforce participation
common into the late 60s.

e The net structural labor surplus. Even under the WEF's optimistic scenario of +170M
new roles created, the queue to fill them starts 400M+ people longer than the model
accounts for. Subtract the dramatically reduced outflow from retirement, and the
effective surplus easily exceeds 100M, potentially much more.

The Reframe: The honest metric is not "'net new jobs created" but "employment gap
versus labor supply.” Under that frame, the WEF's +78M headline figure inverts into a
potential shortfall of 200M+ employable positions relative to people seeking work. This
is before accounting for Al-driven displacement of existing jobs.

This is why the mainstream "historical analogy"” argument breaks down. Previous technology
waves (electricity, computing, the internet) operated against demographic backdrops of
slower labor force growth and earlier retirement. Al is arriving at precisely the moment labor
supply is expanding most rapidly and exiting most slowly in modern history. The two curves
are crossing in the wrong direction.

Why this is absent from mainstream models: Labor supply projections sit with demographers
and pension analysts. Al displacement projections sit with technology economists and
consulting firms. These two research communities rarely cross-pollinate, and the institutions
with the resources to bridge them (WEF, OECD, World Bank) have agenda incentives to
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publish optimistic headline numbers. The result is a systematic blind spot that honest

scenario planning must correct for.

5. The Productivity Elasticity Taxonomy

To understand where jobs are created versus destroyed, labor markets must be segmented

by elasticity. Current research supports the following taxonomy:

Compounding / Infinite-Sink (High elasticity, job-creating): Software architecture, R&D,
scientific research. Al improves output infinitely; more capability drives more demand.

One-Shot Automation (Low elasticity, job-destroying): Accounting, basic legal work,
compliance, data entry. Automatable once, with no ongoing job creation.

Demand-Capped (The Attention Wall): Entertainment, media, content creation. Al
massively lowers supply-side costs, but the human attention budget (~16 waking
hours) is fixed. Prices and employment collapse together in a "Baumol Inversion."

Physically Constrained (Baumol's Wall): Physical trades, elder care, construction. Al
cannot accelerate human time preferences in the physical world.

Geographically / Regionally Elastic: Healthcare and agriculture. Growing demographic
demand meets Al augmentation, though regulatory barriers and physical distribution
slow down pure displacement.

6. Capital Concentration & The Purchasing Power Mechanism

Between 1979 and 2025, productivity grew approximately 90% while hourly compensation

grew only about 33% (EPI, 2025 update). Al is aggressively accelerating this decoupling.

Research across 238 European regions confirms that Al innovation intensity correlates
directly with declining labor income shares (Minniti et al,, CEPR, 2024-2025).

The Transmission Mechanism currently underway:

oM wN s

Wage compression in Al-exposed sectors (Present)

Reduced consumer spending from labor income (Approaching)

Demand contraction in consumer-facing businesses (Early signals visible)
Secondary layoffs in physically-constrained sectors (Next phase)

Fiscal pressure on governments trying to buffer (The terminal question)
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7. The Deflation Wildcard & Disruption Timeline

Deflation is the most critical macro variable currently ignored by mainstream Al commentary.
If demand collapse from wage compression outpaces price declines, companies will reduce
investment, and debt becomes more expensive in real terms.

Cyans Phase-Mapping: The 4 Stages of Disruption We assess the global labor
market is currently transitioning from Phase 1to Phase 2.

e Phase 1: The Build-Out (2023-2025): Massive capital expenditure in Al
infrastructure. Tech and white-collar hiring freezes begin, disguised by
broader macroeconomic tightening. (Completed)

e Phase 2: The Credential Cascade (2025-2027): Direct replacement of
mid-tier cognitive work via Agentic Al. Displaced white-collar workers flow
downmarket. Early signs of wage compression and labor-share decline.
Q4 2025 saw the highest quarterly layoff total since 2008, a direct
empirical signal of Phase 2 acceleration. (Current)

e Phase 3: The Demand Contraction (2027-2029): Wage compression
meaningfully impacts broad consumer spending. Secondary layoffs hit
physically-constrained sectors (hospitality, retail) not due to automation,
but due to a lack of consumer purchasing power. (Approaching)

e Phase 4: The Sovereign Response (2029+): Governments are forced to
implement universal transfer models, heavily tax capital/compute, or face
structural social instability.

8. The Government Response: A Wider Toolkit Than Mainstream Discourse Admits

The displacement scenario only becomes catastrophic if governments fail to respond, but
‘respond” is wrongly understood in mainstream discourse as a binary between laissez-faire
and transfer payments. In reality, governments hold a substantially wider policy toolkit that
remains largely undiscussed. The honest forecast must account for which levers are
politically and practically available.
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Lever 1: Cost-Side Regulation (The Underused Tool)

If wages compress, the problem can be partially solved from the other end: by reducing the
cost of living. This is structurally different from transfer payments because it does not
require fiscal capacity, only political will.

e Healthcare cost regulation. U.S. healthcare costs roughly 2x what comparable OECD
countries pay for worse outcomes. Capping hospital markups, regulating
pharmaceutical pricing, and breaking vertical integration between insurers and
providers could reduce household healthcare burden by thousands per year without
a dollar of new spending.

e Education cost reform. Online-first credentialing at the university level could reduce
tuition burdens by 70-90% for the majority of degrees. Governments can actively
legitimize accredited online learning, fund public Al tutors, and break the cartel
dynamics that keep credential prices artificially inflated.

e Housing supply deregulation. Zoning reform, streamlined building codes,
prefabrication incentives, and relaxed parking minimums could materially reduce
housing costs, the single largest line item in most household budgets. Japan's
relatively flexible housing permitting regime is instructive: despite being a dense
country, housing inflation has remained modest for decades.

e Energy and utility competition. Breaking monopoly pricing in utilities, accelerating
renewable deployment, and deregulating grid interconnection can structurally lower
consumer energy costs over a 5-10 year window.

The ideological framing of these moves matters. These are not socialist policies. They are
market repair, removing rent-seeking, regulatory capture, and supply-side constraints that
artificially inflate the cost of essential goods. A conservative framing describes this as
restoring competitive markets; a progressive framing describes it as protecting citizens from
monopoly power. Both paths lead to the same outcome.

Lever 2: Active Public Employment in Social Goods

Twentieth-century welfare models paid people to be idle. The more interesting 21st-century
alternative is to pay people to produce public goods that markets systematically
underprovide: youth sports programs, summer camps, elder companionship, environmental
restoration, childcare, community infrastructure maintenance, public arts, tutoring.
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This approach sidesteps the moral and political objections to passive welfare while creating
genuine human value. It also provides a form of dignity that direct transfer payments cannot:
people working on meaningful activities retain social capital, skill development, and network
formation that pure UBI erodes. Finland's active labor market policies and broader European
models offer templates. The Civilian Conservation Corps of 1930s America demonstrated
that large-scale public employment in socially valuable activity can be executed quickly
when political will exists.

The economic logic is compelling: if Al eliminates the need for human labor in
profit-generating activities, governments can redirect displaced workers toward activities
markets systematically fail to fund. The fiscal cost is similar to UBI but the social return is
dramatically higher.

Lever 3: The Revenue Side (Tax and Regulatory Vectors)

Alongside cost-side reform, governments will pursue new revenue streams to replace eroding
labor tax bases:

e Compute / GPU Taxes: Taxes levied on data centers based on energy consumption or
compute output, effectively taxing the "engine” of Al.

e Corporate Automation Levies: Proposed models in the EU and localized U.S.
jurisdictions calculating the "human equivalent” output of deployed Al systems and
taxing the deploying corporation a fraction of the displaced payroll tax.

e Capital Gains and Wealth Tax Reform: As the labor/capital income ratio shifts further
toward capital, political pressure will mount to rebalance taxation. This has historically
been politically difficult, but becomes more feasible as labor-income taxpayers
become an electoral minority relative to workers affected by capital concentration.

The Honest Assessment

High fiscal capacity states (Nordics, Singapore, Germany) are likely to deploy a combination
of all three levers aggressively. They have the institutional capacity, political consensus, and
administrative competence to execute complex policy within a 3—5 year window.

Low fiscal capacity states face a harder path. The U.S. in particular suffers from a unique
pathology: it simultaneously lacks European-style fiscal buffering capacity and lacks the
regulatory will to attack cost-side inflation in healthcare, education, and housing. This

combination (no transfers, no cost relief) creates the highest social instability risk in any
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developed economy. Emerging markets face similar structural problems without even the
option of wealth taxation at scale.

The Overton Window Is Shifting Fast

What was politically impossible in 2015 is increasingly mainstream in 2026. Healthcare price
transparency rules, housing supply reforms in California and New York, and serious UBI pilots
in multiple jurisdictions suggest the policy space is opening. The critical variable for
forecasting is not whether governments will respond, but which mix of levers they deploy,
and whether they act proactively or only after social instability forces their hand.

The ideological labels attached to these responses will become increasingly meaningless.
"Socialist” cost-regulation policies will be implemented by right-wing populists responding to
working-class demands. “Libertarian” deregulation of housing and healthcare will be
championed by left-wing reformers trying to protect their constituents. Traditional political
alignments on these issues are dissolving, and the policy menu that emerges from the next 5
years will be pragmatic, mixed, and unrecognizable in conventional ideological terms.

The framework being described here is not socialism but market repair, the tradition of
ordoliberalism and developmental statism that built postwar Germany and Singapore
respectively. Both are pro-capital, pro-growth, and pro-competition; both reject the
assumption that unregulated markets automatically produce socially stable outcomes.



CYANS

STRATEGIC POSITIONING PLAYBOOK

I. Enterprise Strategy: The ”Cyans Barbell" Organizational Model

For business leaders and founders navigating this transition, the traditional corporate
pyramid (broad base of juniors, narrowing layers of middle management, small executive
peak) is becoming economically unviable. Surviving enterprises are rapidly transitioning to a
Barbell organizational structure.

e The Left Side (High-Level Orchestration): Heavy investment in a highly compensated,
smaller core of strategic orchestrators, system architects, and senior relationship
managers.

e The Middle (The Hollowed Core): Near-total elimination of pure
information-processing layers, data synthesis, and routine operational management.
These are replaced by Al agent fleets.

e The Right Side (Human Edge-Cases): Maintenance of a small, agile team of highly
specialized "exception handlers” who manage the physical world, regulatory anomalies,
and edge-cases the Al flags for human review.

A critical caveat, the collective action problem: The Barbell is optimal for any individual firm,
but creates a systemic risk when adopted universally. The "hollowed middle" represents the
exact demographic that drives most B2B SaaS revenue and the majority of consumer
discretionary spending. If every company hollows out their middle simultaneously, firms
optimizing individually will collectively destroy their own addressable markets. This is the
micro-level mechanism of the Phase 3 demand contraction described above. Enterprises
should assume their customers are executing the same playbook and plan revenue models
accordingly.

Note on Margin Strategy: As Al drives down cognitive labor costs, the default reflex is to pass
savings to consumers via price cuts. Cyans recommends using Al cost-compression to
defend margins and re-invest in physical or relationship moats, avoiding the race to the
bottom on price.

2. Career Strategy: What Survives and Thrives

The Fundamental Principle: Seek roles where judgment under ambiguity is the primary value
creation mechanism, not information processing, pattern recognition, or document
generation.
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High-Survival Occupational Categories:

e Al Orchestration Roles: Professionals who direct agentic fleets and validate outputs.

e Regulated Trust Roles: Strategic legal counsel, medical edge-case diagnosis,
fiduciaries. Roles protected by legal, institutional, and social friction.

e Physically Irreplaceable Roles: Master craftspeople, specialized construction.

e Relationship Capital Roles: Enterprise sales, investment banking deal origination.

e Sovereign/Regulatory Roles: Government, compliance, and Al oversight.

3. Skill Acquisition Framework
Conventional advice ('learn Python") fails to address the technological ceiling.

e Tier 1— Baseline Fluency: Ability to evaluate, not just accept, Al outputs.

e Tier 2 — Durable Human Premium (Compounds over time): Ambiguity tolerance,
relationship capital, domain expertise with legal accountability, and cross-domain
systems thinking.

e Tier 3 — Asymmetric Bets (High ceiling): Al system design/evaluation, Al
governance/regulation, and quantitative hybrid domains.

4. Asset Allocation: Owning the Bifurcated Economy

If returns are accruing to capital over labor, portfolios must own capital that benefits from
the Al productivity wave, while avoiding assets disrupted by it.

e Equities: Own the infrastructure layer (data centers, energy, semiconductor
equipment) and Al adopters with pricing power (companies using Al to compress
costs while maintaining pricing leverage). Avoid disrupted SaaS and
consumer-discretionary businesses tied to middle-class wage earners. (Note: Apply a
regulatory discount rate to infrastructure plays due to incoming compute/automation
taxes.)

e Hard Assets: Gold (historical deflation/instability hedge), productive real estate
(industrial, logistics, data center land), and inelastic energy infrastructure.

5. Debt Management: The 5-Year Window
In genuine deflation, real debt increases even as nominal rates fall.

e The Danger: Variable-rate consumer debt is highly dangerous in a wage-compression
environment. If income falls, debt service as a percentage of income rises sharply.



The Strategy: Eliminate consumer debt as priority one. Be cautious taking on new
mortgages at the top of a market reliant on wage growth. Conversely, fixed-rate
investment debt tied to productive, Al-era assets remains defensible. Build a robust
liquidity buffer.

6. Geographic Positioning

Displacement pain is not uniformly distributed. The intersection of high displacement risk +
low fiscal buffer + low reskilling capacity creates localized instability.

Protected Zones: Nordic countries, Singapore, Germany (strong vocational
infrastructure).

High-Risk Zones: U.S. interior/non-coastal regions (high automation exposure in
logistics/manufacturing, politically fragile safety nets), and developing
export-manufacturing economies.

CYANS
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SYNTHESIS & ANALYSTS' VERDICT

Our Core Thesis, Stress-Tested

The structural thesis is empirically supported by early indicators. White-collar jobs are being
hit first via the Agentic Al shift. The labor income share is declining, and the purchasing
power transmission mechanism is approaching. The demographic supply-side amplifier is
almost entirely absent from mainstream forecasts. The Cyans Absorption Gap (management
ratio fallacy, cognitive ceiling, trade premium illusion) is systematically ignored by mainstream
models. And the optimist projections rely far too heavily on historical analogies to
technological waves that moved an order of magnitude more slowly.

The Steelman Optimist Case, In Full

A serious report must give the counter-argument its best shot. The optimist case rests on
several genuine pillars that Cyans analysts have carefully examined:

1. Historical precedent is not trivial. Every major technological disruption in the past 250
years has been accompanied by predictions of mass unemployment. Every one has been
wrong in the long run. The Luddites, the agricultural mechanization panic of the 1930s, the
automation fears of the 1960s, the outsourcing fears of the 2000s, each produced genuine
transitional pain but was followed by the emergence of entirely new job categories. Roughly
60% of today's U.S. workers are in occupations that didn't exist in 1940. Assuming this pattern
fully breaks requires explaining why this time is structurally different, and optimists argue the
burden of proof has not been met.

2. Genuinely new job categories are emerging, faster than pessimists credit. Al safety
engineering barely existed in 2022; it now represents tens of thousands of well-paid
positions. Al governance and compliance will be an enormous sector by 2028. Prompt
engineering has already matured into a broader "Al systems design" discipline. The "hybrid
finance’ roles described in recent Brookings research, humans who validate, interpret, and
contextualize Al outputs, are growing meaningfully. Pessimist models often undercount these
because they emerge from within existing job titles rather than as cleanly new categories.

3. The Al capability curve may plateau. Every previous technology wave eventually hit
diminishing returns. The assumption that Al will keep improving at 2023-2026 pace for
another decade is itself an extrapolation. If LLM capabilities plateau (due to data limits,
compute costs, physical constraints on model size, or alignment bottlenecks), the "context
window" problem may protect more jobs than pessimists assume. Some respected
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researchers, including Acemoglu, argue the current pace cannot be sustained and we are
near a practical ceiling for a range of cognitive tasks.

4. Political and regulatory response may arrive faster than the displacement curve. The
Phase 4 sovereign response is not necessarily a late-stage reaction. The EU Al Act, emerging
compute taxes, and early UBI pilots suggest the political system is moving in parallel with the
technology rather than lagging it by a decade. If automation taxes, transfer payments, and
retraining programs activate aggressively in 2027-2028, the demand destruction mechanism
may be buffered before it triggers the secondary layoff cascade.

5. Al may grow the economic pie faster than it redistributes it. If generative Al delivers
the 15% labor productivity gains that Goldman Sachs projects, global GDP could expand by
$7T+ over the next decade. Even with worsening distribution, absolute living standards for
most workers could rise in real terms, especially if Al simultaneously drives down the cost of
housing, healthcare, energy, and education. Deflation, in this scenario, is benign rather than
catastrophic.

Why Cyans remains structurally skeptical of the optimist case: Each of these arguments
is genuine, but each requires specific assumptions that have historically failed under stress.
Historical precedent holds until it doesn't. New job categories are real but small relative to
displaced workers, and the Absorption Gap analysis shows why they cannot scale to offset
displacement. Capability plateaus are possible but not certain. Political response to
large-scale transitions has historically been late, not early. And "the pie grows faster than it
concentrates” is precisely what failed to happen between 1979 and 2025 in most advanced
economies, the period when the labor share steadily eroded. The base rate for optimism on
distributional questions is poor.

Our view remains that the probability-weighted forecast leans pessimistic, but intellectually
honest clients should hold both scenarios simultaneously and position for the range rather
than the mean.

Conclusion

Institutions and individuals must position themselves defensively for a deflationary,
capital-concentrating cycle, pivoting their human and financial capital toward high-friction,
judgment-heavy, and asset-light domains while structurally preparing for the Barbell
economy. The demographic amplifier suggests the disruption will be larger than even
pessimist forecasts currently assume. The Absorption Gap suggests the transition will be
slower and more painful than retraining narratives allow. The window for positioning is
narrower than the consensus implies.



CYANS

KNOWN LIMITATIONS OF THIS ANALYSIS

This report commits deliberately to a probability-weighted pessimistic forecast, but two
assumptions carry meaningful uncertainty. The motivational/cognitive constraint may
understate human adaptation under genuine economic duress; populations that appear
stuck often move quickly when survival requires it, though usually into already-saturated
markets rather than new ones. And the U.S. sovereign response assessment treats current
political paralysis as structural when it may be situational; the American political system has
historically demonstrated rapid-mobilization capability under acute crisis, and should be
modeled as bimodal (slow, then fast) rather than linearly dysfunctional. A more optimistic
reading of these two variables would push the overall forecast meaningfully toward the mean,
though the Absorption Gap analysis suggests even optimistic adjustments do not close the
structural gap.



APPENDIX: KEY METRICS DASHBOARD
Macro Indicator
Correlation: Al-exposed jobs vs. unemployment
Unemployment rise: Young tech workers (Since 2025)
U.S. Tech/Corporate Layoffs (2025 YoY Increase)

U.S. Q4 2025 Layoff Announcements

Global labor income gap vs. 2004 baseline
U.S. Productivity Growth (1979-2025)
U.S. Compensation Growth (1979-2025)

Jobs with meaningful Al exposure (Advanced Economies)

Global new workforce entrants (2026-2035 projection)

Effective labor supply-demand gap (Cyans estimate)

CYANS

Current Value
0.57

~3.0%

+58% (1.2M total)

259,948 (highest Q4 since
2008)

-$2.4 Trillion / year
~+90%
~+33%

~60% (IMF)

~400M

100M+ structural surplus

Sources compiled by Cyans Ltd. from: St. Louis Federal Reserve, Goldman Sachs Global
Investment Research, IMF (2024, 2025), Brookings Institution, ILO, UN Population Division,
OECD Pensions at a Glance 2025, Challenger Gray & Christmas (2025 Year-End Report),
Economic Policy Institute (2025 update), WEF Future of Jobs Report 2025, Anthropic Labor
Market Research, Morgan Stanley, BlackRock, MIT Economics (Acemoglu), Yale Budget Lab,

CEPR (Minniti et al.), and ScienceDirect.
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