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THE
AIHALLUGINATION

Language models generate the next token
based on training. The output arrives
fully formed, fluently expressed, and
incorrect. The model does not know it is
wrong. It 1s designed to be confident.

ORGANIZATIONAL
HALLUGINATION

The condition in which an institution
produces false certainty about the outputs
of AI systems 1t has deployed but cannot

adequately evaluate.
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THE ILLUSION OF RELIEF

_+_

METR Randomized Trial

Experienced
developers took

took 19% longer using
state-of-the-art AI
coding assistants.

Crucial caveat:
When surveyed, they
believed they had
been significantly
faster.

ActivTrak (443M houzxs)

AI adoption has
compressed the workday
in clock time while
making work denser.

Collaboration overhead

increased by 34%.

Weekend work is now a
structural baseline.

PuC 2026 Barometer

Roles requiring
demonstrated AI
integration/evaluation
skills command a 62%
wage premium and

grow 8x faster.

_+_

The market 1is

pricing for the gap.
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VECTOR 1: THE JEVONS PROBLEM

[ DEGREASED OUTPUT COST ]

(AI generation takes seconds)

+
[ THE VERIFICATION TAX ]

(Evaluation, fact-checking, cognitive load)
st

[ DENSER WORKLOADS / 0% RECOVERY ]

(Demand expands to fill the freed time)

The productivity narrative assumes time is freed. The Jevons mechanism predicts it is

refilled. Generating output takes seconds. Evaluating it accurately takes expertise,
time, and cognitive load routinely excluded from productivity calculations. _ e




VECTOR 2: THE POSTMORTEM PROBLEM

System Confidence & Output Fluency

-

//
HE DETECTION GAP 7 /

////////

Anthropic’s Claude Code Postmortem. Three configuration changes silently

degraded reasoning for 50 days. The tool
still responded. It was articulate. It

March 4 April 16 April 20, 2026 was confident. And it was broken.
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VECTOR 3: THE LAY DEPLOYMENT GAP

The Distribution

Agentic Copilot 1is
embedded 1n Office.

The accessibility floor
has dropped to

everyone with an
enterprise license.

Autonomous, multi-step
action is available
without technical
vetting.

|'II*
_ N
A 04

Availability is not deployment literacy.
The accountability framework has not
updated at the same rate.

The interface does
not ask if the user
understands the
difference between
generating text for
review and taking
autonomous action.
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VECTOR 4: THE INSTITUTIONAL LAG

Market Deployment Speed ‘

GPT-5.5 Gemini 3.5 Agentic |
Flash Copilot. |

- THE GOVERNANGE LAG

Institutional Respﬂﬁse

UN Glebal EU Cloud US Exec Pope Leo XIV
Dialogue = & AT Act Order Encyclical.

The gap between deployment speed and regulatory response is a structural feature,

not a failure of intent. The damage accumulates in this interval.




THE ANATOMY OF CONFIDENGE

HUMAN EXPERT CONFIDENCE SYNTHETIC SYSTEM CONFIDENCE

Years of exposure to consequences | Training on vast human output and
of being wrong. optimization toward continued use.

Professional standing, reputation, | No professional standing, no
career risk. career risk, no mechanism for
consequences.

Hesitates or hedges when Fluently articulate, maximally
uncertain. helpful, minimally uncertain 1in
tone.

Not all confidence is equal. We map human accountability assumptions
onto confident synthetic outputs. The models do not automatically update.
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Adaptation debt is the accumulated
gap between what AI capability
enables and what the organization
can actually verify, own, and repair.
The system does not settle; it
enters continuous transition.

ADAPTATION
THROUGHPUT

(The organization's
actual capacity to verify,
contest, repair, and
own the outputs).
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THE 6 GONVERSION LAYERS
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Deployment without conversion Is not adaptation. It is accumulation with deferred consequences.
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1. VERIFY

2. ABSORB

3. CONTEST

4. REPAIR
5. DOCUMENT
6.OWN |

Raw Al Capability

Check output against known
standards and consequences.

Restructure workflows

around the capability.

Affected workers can
challenge/override AI decisions.

Clear pathways exist when
output causes harm or error.

Limits and failure modes
are recorded and accessible.

Institutional authority is
assigned. Someone is accountable.

Institutional Capacity




ADAPTATION
OPERATING STATES

All 6 conversion layers
[PROCEED] coupled. Output speed and Action: Continue at speed.
capacity are aligned.

One or two layers strained.

A Lo Action: Cap volume or risk tier

[THROTTLE] | ?tﬂgzg labor visible and until capacity catches up.
Generating learning, but not Action: Pause expansion. Convert
converting to practice. failures into documentation and

Failure clusters emerging. owner assignments.
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THE LAY DEPLOYMENT GATE

Answer all five before authorizing any agentic workflow. The interface will not ask these.

1. 2. J.

ACTION SCOPE DETECTION OWNERSHIP

What can this workflow do How exactly will I know if Who is the specific named
autonomously without asking 1t produces a wrong output? person accountable when it
me? (“I’11l notice” is not a makes a consequential error?

mechanism).
4- 5.

STOP THRESHOLD FALLBACK

Under what exact conditions What is the documented
would we stop using this? manual alternative?

Rule: Deployment can wait for
the answers. Incidents cannot.
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INGIDENT REGOGNITION
INFRASTRUGTURE

A tool that still responds
may still be degraded.

THE POSTMORTEM PROBLEM

Informal feedback (’'the tool
seems off’) evaporates. It is
absorbed by workers as bad
prompting or normal variability.
It 1s never logged as a named
event.

THE MINIMUM VIABLE
INFRASTRUGTURE

[ NAMED COLLECTOR ] ‘

A specific human assigned to track
quality.

Capturing Date, Task Type, Observed
Behavior, QOutcome, Correction Cost.

L e —— — el

[ REVIEW CADENCE ]

Monthly review looking for time-
window clustering (multiple informal
complaints in short dates).
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L AG-PERIOD SELF-GOVERNANCE i I8

[X]
[X
[X
[X

=

Treat AI output as a first draft, always.

' Named human reviewer required for consequential deliverables.

'Build a deployment registry.

- Map every agentic workflow, its autonomous scope, and its owner.

'Set a quality floor.

- Do not evaluate solely on cost/speed. Define the reliability standard.

Establish a review cadence.

' Quarterly checks prevent the accumulation of undetected quality drift.

' Make accountability visible.
Name the human owner before deployment, not after an incident.



THE TOOLS ARE DESIGNED TO BE USEFUL
USEFUL IS NOT THE SAME AS CORRECT.
CORRECT IS NOT THE SAME AS ACCOUNTABLE.

The AI will not volunteer the information. It will produce the next output. It will be confident. It
will be articulate. And 1t will not tell you what it got wrong. The accountability belongs to you.

END REPORT
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