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Abstract

Employment is the primary enforcement mechanism of the social contract. People self-regulate —
obey laws, maintain civic norms, invest in community — not primarily because of innate morality,
but because the consequences of non-compliance would cost them their economic participation.
They have something to lose.

It was not the unemployed who destroyed Weimar democracy — it was the employed-but-threatened
middle class (Galofré-Vila et al., 2021). AI threatens the cognitive middle class. If artificial
intelligence displaces jobs at the scale and speed that current trajectory suggests, the enforcement
mechanism disappears. Not gradually, as in the Rust Belt. Abruptly, as in post-Soviet Russia.
The social contract breaks — not because people become immoral, but because the structure that
enforced self-regulation ceases to exist.

This paper introduces the Displacement Inversion™: the critical distinction between credential loss
(having a license revoked — devastating but individual) and credential irrelevance (holding a valid
credential that no longer has market value because an Al performs the task better — systemic and
radicalizing). When credentials become irrelevant rather than merely lost, the behavioral dynamics
shift from individual despair to collective destabilization.

The paper proposes that credentialing can replace employment as the enforcement mechanism.
“I maintain my credential because losing it would disqualify me from economic participation”
replicates the same incentive structure that employment provides today, in a form that survives
the displacement of labor by AIL. This has not been previously theorized in the academic literature.
Based on the empirical evidence assembled here — plant closure studies, welfare state natural
experiments, historical collapse timelines, WWII enforcement data, and UBI pilot results — and
validated through counterfactual agent-based simulation, a displacement event affecting a significant
fraction of the cognitive workforce without replacement infrastructure would produce measurable
increases in crime, radicalization, infrastructure vulnerability, and social contract erosion within 12
to 36 months. The simulation identifies the displacement inversion point at approximately 10 months
post-shock, after which trajectories with and without credential infrastructure diverge permanently.




I. The Enforcement Mechanism

The intuition that employment anchors people to civic norms is ancient. What is recent is the
empirical evidence that the relationship is causal — and that the mechanism is not simply financial.

The Norway Proof

The cleanest evidence comes from Norway. In a 2009 study, Rege, Skardhamar, Telle, and Votruba
analyzed criminal charges for unmarried, employed Norwegian men under age 40 who were exposed
to plant closures between 1992 and 2000. Because Norway’s welfare state effectively neutralized the
income effect — displaced workers experienced no significant impact on subsequent overall earnings
— the study isolates what happens when people lose work without losing money.

The finding: displaced men were 14 percent more likely to be charged with a crime than comparable
men in stable plants. The effect was concentrated in non-acquisitive offenses — a 19 percent
increase in serious traffic violations and a 16 percent increase in alcohol and drug-related offenses.
Property crime showed no effect, confirming that income deprivation was not the driver. Temporal
analysis revealed the behavioral breakdown was concentrated during the standard Monday-to-Friday
workweek, with no significant effect on weekends.

This is the study that makes the thesis undeniable for an academic audience. Workers lost jobs
but not earnings. Crime still went up 14 percent — concentrated on weekday work hours. The
mechanism is identity and idleness, independent of income (Rege et al., 2009, Statistics Norway
Discussion Paper).

The Colombia Amplifier

When income loss compounds the identity effect, the numbers are dramatically worse. Khanna,
Medina, Nyshadham, Posso, and Tamayo (2019) used matched employer-employee-crime datasets in
Medellin, Colombia, to study workers displaced by mass layoffs. Displaced workers experienced a 47
percent increase in the probability of arrest during the year of displacement. The elevated arrest
risks persisted for several years, tracking closely with persistent earnings losses.

The Colombia study also revealed powerful household spillover effects: job displacement increased
the likelihood that family members — particularly younger male relatives — would engage in
criminal behavior. The economic shock ruptures the social contract across generational lines within
the household. Displaced households without prior access to credit exhibited 63 percent higher
arrest rates compared to those with credit access (Khanna et al., 2019, NBER Working Paper
26313).

Complementary administrative data from Brazil confirms the income mechanism: the probability of
criminal prosecution increases by 23 percent for workers displaced during mass layoffs — an effect
completely offset by unemployment insurance until the exact moment those benefits expire.

Norway gives us the identity mechanism. Colombia gives us the magnitude when income compounds
it. Together, they establish that employment enforces the social contract through two independent
channels — and Al displacement attacks both simultaneously.

The Desistance Mirror

Criminological research on desistance — the process by which individuals cease offending — provides
the mirror image. Sampson and Laub’s landmark longitudinal analysis demonstrates that stable



employment acts as a critical “turning point” across the life course, altering trajectories of criminality
by generating routine activities and social bonds that anchor individuals to conventional norms
(Laub & Sampson, 2001, DOI: 10.1086/652208).

The quality of employment matters. Uggen (1999) found that transitioning from marginal labor
to skilled craft work decreased the probability of criminal behavior by approximately 11 percent,
adjusting for selection into employment. Furthermore, experimental data from the National
Supported Work Demonstration Project revealed that marginal employment only fostered desistance
for offenders aged 27 and older — the enforcement mechanism of employment relies on a pre-existing
maturation of identity.

Toby’s (1957) concept of “stake in conformity” provides the theoretical foundation: individuals who
have invested in conventional society — through education, employment, reputation, relationships
— have a stake they are unwilling to risk through deviance. The greater the stake, the stronger the
self-regulation (Toby, 1957, DOI: 10.2307/1140161).

The Two Anchors

Sampson and Laub identify two primary institutional “turning points” that cause desistance:
employment and marriage. These are the two anchors of self-regulation.

Mass displacement attacks both simultaneously. Wilson’s “marriageable men” hypothesis (1996)
demonstrates the mechanism: when men are unemployed, they become “unmarriageable.” In
communities with sustained unemployment, the pool of marriageable men is depleted, leading to
proliferation of single-parent households, reduced family formation, and the collapse of the second
institutional anchor.

Great Recession data confirms the pattern: U.S. marriage rates fell from 7.6 per 1,000 (2005) to 7.1
(2008). Post-Soviet Russia saw marriage decline throughout the 1990s, cohabitation exceed 50 percent
of first partnerships, and fertility collapse to among the lowest in the world. When employment is
destroyed, marriage follows — and with it, the last institutional anchor of self-regulation.

II. What Breaks

The empirical question is not whether the social contract deteriorates after mass displacement —
the evidence above establishes that it does, causally. The question is how fast and how far.

Historical Timelines
Historical case studies of rapid social contract collapse provide critical timelines.

Post-Soviet Russia (1991-1996). Following the dissolution of the Soviet Union, “shock therapy”
price liberalizations triggered immediate hyperinflation, evaporating middle-class savings overnight.
Between 1989 and 1992, registered criminal offenses grew 20 to 25 percent annually. The homicide
rate more than tripled. Within 1 to 3 years, displaced specialists — including former intelligence
agents, military defectors, and technical bureaucrats — were absorbed by organized crime. By 1993,
criminal organizations had secured approximately a third of the country’s industrial base through
voucher privatization. Social trust evaporated completely. Timeline: 1 to 3 years from shock to
institutionalized breakdown.



Weimar Germany (1929-1933). German unemployment exploded from 1.4 million (4.3 percent)
to 5.6 million (17.4 percent) between 1928 and 1932. Galofré-Vila, Meissner, McKee, and Stuckler
(2021), analyzing data from 1,000 districts and 100 cities, demonstrated that the directly unemployed
predominantly radicalized toward the Communist Party. It was the middle classes and professionals
threatened by severe austerity — spending cuts, tax hikes, rollback of civil service salaries — who
abandoned democracy for the Nazi party. Nazi vote share rose from 2 percent (1928) to 38 percent
(mid-1932). Each one standard deviation increase in austerity measures correlated with a 2 to 5
percentage point increase in the Nazi vote share (Galofré-Vila et al., 2021, Journal of Economic
History). Timeline: 36 months from austerity to totalitarian capture.

Argentina (2001). When the government froze bank deposits and defaulted on over $80 billion in
sovereign debt, GDP per capita fell approximately 20 percent, unemployment reached 25 percent,
and over 50 percent of the population dropped below the poverty line. Five presidents resigned in
ten days. Timeline: weeks from trigger to political collapse.

The U.S. Rust Belt (1975-2000). The slow-motion version. Deindustrialization permanently
fractured regional trajectories over 25 years. In communities like Flint, Michigan, earnings per
employee dropped by nearly 33 percent between 1970 and 2014, producing entrenched political
resentment, physical deterioration, and the erosion of civic trust (Gagliardi, Moretti, & Serafinelli,
2024, NBER Working Paper 31948). The Rust Belt shows that even gradual displacement produces
deep, persistent damage to the social contract.

The Displacement Inversion™

The term “Displacement Inversion” captures a behavioral bifurcation that has not been theorized in
the sociological literature. There is a critical distinction between:

e Credential loss: having a license revoked due to malpractice. This is devastating but
individual. The system that grants credentials retains its authority. The individual experiences
shame, stigma, and loss — but within a framework that remains legitimate.

¢ Credential irrelevance: holding a valid credential that no longer has market value because
an Al performs the task better, faster, and cheaper. This is systemic. The credentialing
system itself loses authority. The individual experiences not shame but betrayal — they did
everything right, and the rules changed.

The psychological and behavioral outcomes of these two conditions are fundamentally different.
Credential loss produces the dynamics extensively documented in the criminal record literature:
individual despair, reduced social capital, difficulty reintegrating. Credential irrelevance produces
the dynamics documented in the Weimar case: collective radicalization of a demographic that
perceives itself as having been systematically defrauded by the institutions it trusted.

AT displacement is credential irrelevance at population scale. The radiologist’s board certification,
the lawyer’s bar admission, the accountant’s CPA — these do not get revoked. They become
irrelevant. And the behavioral response to systemic irrelevance is not quiet despair. It is organized
rage.

The Weimar Warning

Galofré-Vila et al’s finding deserves emphasis: it was not the unemployed who destroyed Weimar
democracy. The unemployed radicalized toward the Communist Party — a conventional response



within the existing political framework. It was the employed-but-threatened middle class that
abandoned democratic institutions entirely.

Al threatens the cognitive middle class — accountants, lawyers, radiologists, software engineers,
financial analysts, journalists, paralegals. These are precisely the demographics with the education to
organize, the resources to sustain collective action, and the professional networks to coordinate. They
are also the demographics that manage, maintain, and operate critical infrastructure. When this
demographic radicalizes, the threat is not street crime. It is coordinated, technically sophisticated
destabilization.

The Pattern Is Already Emerging
This is not a projection about a distant future. The early indicators are visible now.

Successive waves of technology-sector layoffs have produced a growing population of highly educated,
recently displaced professionals who built the systems that replaced them. Online communities
of displaced workers have shifted from job-search support groups to forums characterized by
institutional resentment, anti-corporate organizing, and rhetoric that frames the displacement as
deliberate betrayal rather than market forces. The language is recognizable to anyone who has
studied pre-radicalization discourse: the system used us, the system discarded us, the system owes
us.

Populist movements across the political spectrum are increasingly drawing support not from the
chronically unemployed — the traditional base — but from educated professionals who perceive their
economic position as under threat. This is the Weimar pattern repeating: the directly displaced
gravitate toward familiar institutional responses, while the threatened-but-still-employed middle
class abandons institutional trust altogether.

The conditions that produce informal militia formation are straightforward and well-documented:
a cohort with shared identity, shared grievance, technical capability, organizational skill, and the
perception that legitimate institutions have failed them. Each successive displacement wave moves
the cognitive middle class closer to meeting every criterion on that list. The displacement does
not need to be complete for the radicalization to begin — the anticipation of displacement, the
watching of colleagues lose positions to automation while waiting for one’s own role to be eliminated,
is sufficient to trigger the threatened-middle-class dynamic that Galofré-Vila et al. documented.

The question for policymakers is not whether this pattern will intensify. The historical evidence and
the contemporary trajectory both point in the same direction. The question is whether institutional
infrastructure exists to channel displaced professionals into credentialed, accountable, identity-
providing participation — or whether they are left to find identity and purpose through other
means.

III. Why UBI Is Necessary but Insufficient

If income loss were the entire mechanism, the solution would be straightforward: replace the income.
Universal Basic Income addresses the caloric problem. The evidence shows it does not address the
identity problem.



Jahoda’s Latent Deprivation Model

Marie Jahoda’s foundational research, originating from the 1930s Marienthal study, established that
employment provides one manifest function — income — and five latent functions: time structure,
social contact, collective purpose, status and identity, and regular activity. Data from the German
PASS panel study (N > 9,000) confirms that the unemployed suffer severe deprivation across all five
latent categories, which accounts for roughly 70 percent of the variance in mental health outcomes
associated with job loss.

Two latent functions prove particularly resistant to replacement outside formal economic structures:
collective purpose (the sense of being useful to society) and status (recognized position in a social
hierarchy). These are inherently comparative and rooted in recognized economic contributions. You
cannot give someone status through a transfer payment.

The UBI Evidence

Finland (2017-2018). A state-backed trial providing €560 monthly to 2,000 randomly selected
unemployed individuals found lower mental strain, greater autonomy, and higher life satisfaction. It
had zero statistically significant impact on employment rates. Participants reported that income
allowed them to pursue unpaid passions, but it did not bestow a new societal identity or replace the
status of professional integration.

Stockton SEED (USA). Providing $500 monthly to low-income residents reduced income volatility
and restored dignity by alleviating scarcity-induced anxiety. The psychological benefits derived
from enabling individuals to re-engage with the existing labor market — not from establishing an
identity separate from it.

GiveDirectly (Kenya). The largest long-term UBI study — 12 years, $22.50 monthly — found
that cash transfers reduced poverty, increased asset ownership, and improved well-being. The most
revealing finding: recipients spontaneously shifted toward self-employment and microenterprises.
When given a financial floor, humans naturally seek to reconstruct occupational identity. The drive
toward work is not merely economic — it is existential.

The Kenya finding is the data point that matters most. UBI does not create passive dependence.
It reveals the fundamental human drive to build an occupational identity. The question is what
infrastructure exists to channel that drive when traditional employment no longer can.

The Gap
UBI provides income. It does not provide:

o Time structure: the daily rhythm of purposeful activity

e Social contact: professional relationships and belonging

¢ Collective purpose: the sense of contributing to something beyond yourself
e Status: recognized position earned through demonstrated competence

e Accountability: external standards that require ongoing commitment

These are precisely the functions a credential provides.




IV. The Enforcement Gap

If the social contract breaks, the conventional policy response is enforcement — police, courts,
regulation. The WWII evidence demonstrates that enforcement cannot substitute for self-regulation
at population scale, even under the most extreme coercive conditions.

The Martial Law Ratio

During WWII, occupied European nations experienced what amounts to a large-scale natural
experiment in enforcement without self-regulation. Armed occupation forces, empowered with death
penalty authority, attempted to impose order on populations whose economic participation in the
legitimate state had been destroyed.

The results:

Country Enforcer Ratio Black Market Participation
France 1:80 to 1:137 70-90%

Netherlands 1:60 to 1:90 ~50% (resistance/evasion)
Poland 1:50 to 1:67 80%+

Norway 1:7 to 1:10 (highest) 50%+

By 194344, 80 percent of Parisian food was sourced through illegal black market trade. Tens of
thousands were executed across occupied Europe, but enforcement ratios were too low for consistent
detection. The probability of getting caught was too low to change the rational calculus — precisely
the dynamic Becker’s (1968) economic model of crime predicts.

The Blitz: Proof by Inversion
The London Blitz provides the inverse proof — and it is the strongest evidence in this paper.

Crime increased 60 percent in England and Wales between 1939 and 1945. Over 4,584 looting
cases were prosecuted at Old Bailey in just four months at the end of 1940. The Lord Mayor of
London proposed threatening hanging for looting. Air wardens and firemen themselves participated
in organized looting of bombed-out homes.

And yet: British society did not collapse. The social contract held. Why?

Because employment survived. The Blitz destroyed buildings, not jobs. War production increased
employment. People still had jobs, institutional participation, functioning courts, shared purpose,
and — critically — a stake in conformity. Their homes, reputations, careers, and communities still
existed.

Same level of physical destruction as occupied France. Different employment outcomes. Radically
different behavioral results. The variable is not the severity of the crisis. The variable is whether
employment — the enforcement mechanism — survives it.

The AI Displacement Problem

In mass Al displacement, there are no enforcers at all. There is no occupation force, no martial law,
no emergency infrastructure. The enforcement mechanism — employment — simply ceases to exist.



If 70 to 90 percent of a population defied martial law under threat of execution when the enforcer
ratio was 1:100, what happens when there are zero enforcers and zero stake in conformity?

The infrastructure vulnerability compounds the problem. Modern critical infrastructure operates on
extreme cost asymmetries: a precision-strike drone costing $10,000-$50,000 can disable a facility
valued at $5-8 billion — a cost-to-damage ratio exceeding 1:100,000. Median recovery costs for
ransomware attacks on energy and water infrastructure quadrupled to $3 million per incident in
a single year. And the most dangerous threat actors in a displacement scenario are the displaced
engineers who built the systems — they know the vulnerabilities, retain credentials that HR failed
to deactivate, and have intimate knowledge of network architectures.

Threat intelligence data confirms that insider sabotage cases are predominantly committed by
former employees after termination, and that foreign adversaries actively recruit recently displaced
engineers. In a mass displacement event, the insider threat is not individual. It is demographic.

V. The Displacement Inversion™: Credentialing as Replacement Enforcement
The evidence above establishes three facts:

1. Employment enforces the social contract through both income and identity mechanisms.
2. UBI can replace the income mechanism but not the identity mechanism.
3. External enforcement cannot substitute for self-regulation at population scale.

The remaining question: can any institution replicate the enforcement function of employment in a
post-labor economy?

The Credential as Synthetic Stake

Toby’s (1957) “stake in conformity” provides the framework. Individuals self-regulate because they
have invested in conventional society and are unwilling to risk that investment. Employment is the
primary vehicle for that investment — but it is not the only one that could serve the function.

A credential — defined here not as a static certificate but as a maintained, auditable, revocable
professional standing — replicates the incentive structure:

e Investment: acquiring the credential requires effort, learning, demonstration of competence

e Ongoing maintenance: continuing education, ethical compliance, periodic re-certification

o Revocation risk: violation of standards results in loss of credentialed status

e Economic gatekeeping: the credential controls access to economic participation — insurance
coverage, partnership eligibility, institutional recognition

“I maintain my credential because losing it would disqualify me from economic participation” is
structurally identical to “I follow the rules because losing my job would cost me my livelihood.” The
enforcement mechanism is the same. The vehicle is different.

Historical Precedent: The Guild System

This is not a novel institutional form. Medieval and early modern guild systems enforced self-
regulation through credentialed entry and expulsion for centuries:



e Credentialed progression: apprentice to journeyman to master — a structured identity
pathway

e Quality enforcement: standards maintained through inspection and peer accountability

« Expulsion as enforcement: losing guild membership meant losing the right to practice —
economic death

e Social welfare: guilds provided training, employment aid, community services — identity
beyond wages

e Peer accountability: guild members were collectively responsible for maintaining standards
within their craft

The guild model demonstrates that credential-based self-regulation is not theoretical. It operated at
scale, across industries, for centuries, in societies far less technologically sophisticated than ours.
The question is not whether it can work. The question is whether we build it before displacement
arrives.

What the Credential Provides That UBI Cannot

Mapped against Jahoda’s five latent functions:

Latent Function UBI Credential

Time structure No Yes — continuing education,
re-certification cycles, project
requirements

Social contact No Yes — professional community,
peer networks, governance
participation

Collective purpose No Yes — contributing to a

standards body, maintaining
professional integrity

Status/identity No Yes — recognized standing
within a professional
community

Regular activity No Yes — maintenance

requirements create ongoing
structured engagement

The credential fills every gap that UBI leaves open. And it does so through the same mechanism
that makes employment effective: the individual has something to lose.

Implementation Architecture

A credential system capable of serving as replacement enforcement infrastructure requires specific
institutional characteristics:

e Independence from any single employer: the credential must survive the displacement
of the organization that originally valued it

e Standards governance: credentialing standards must be developed and maintained through
transparent, multi-stakeholder governance — not by any single firm, platform, or government



e International portability: credentials must be recognized across jurisdictions to prevent
geographic lock-in

e Alignment with existing frameworks: integration with established standards bodies
(NIST AI RMF, ISO/IEC, IEEE) provides institutional legitimacy

e Insurance linkage: when credentialed entities become insurable — when the credential
serves as the basis for risk assessment — the economic gatekeeping function is complete. The
credential is not just a badge. It is the key to the economic system.

The flywheel: credential — insurable entity — premium revenue — credential system funding —
more credentials — larger insured pool — more premium revenue. The system funds itself through
the same mechanism that employer-based health insurance funds itself — by creating a pool of
assessable, accountable participants.

VI. Projected Outcomes

Based on the elasticity coefficients and historical timelines documented above, we can project the
trajectory of a displacement event affecting a significant portion of the cognitive workforce — with
and without replacement infrastructure.

Without Replacement Infrastructure
The empirical evidence supports the following projections:

Months 1-6. Immediate effects mirror plant closure data at population scale. Property crime
increases at elasticities of 0.10-0.40 per percentage point of unemployment (Faggio & Schluter, 2015;
Raphael & Winter-Ebmer, 2001; Grogger, 1998). Non-acquisitive offenses — substance abuse, traffic
violations, domestic disturbance — rise approximately 14—19 percent independent of income effects
(Rege et al., 2009). Unemployment insurance and emergency UBI provisions temporarily offset
income-driven crime, as the Brazil data predicts — until benefits expire or fiscal constraints bind.

Months 6-18. The identity mechanism takes hold. The Norway data shows that idleness effects are
independent of income replacement. As displaced professionals exhaust the psychological reserves of
savings, status, and routine, Jahoda’s latent deprivation intensifies. Marriage rates decline as the
“marriageable men” pool contracts (Wilson, 1996). Household spillover effects emerge — family
members of displaced workers begin offending at elevated rates (Khanna et al., 2019). Deaths of
despair — suicide, substance-related mortality, chronic disease from psychological distress — follow
the trajectory documented by Case and Deaton in deindustrialized communities, but compressed in
timeline (King, Scheiring & Nosrati, 2022, DOI: 10.1146/annurev-soc-030320-031757).

Months 18-36. The Weimar dynamic activates. The employed-but-threatened cognitive middle
class — those who still have jobs but see the displacement wave approaching — begin radicalizing.
Historical precedent suggests a 2 to 5 percentage point shift toward extremist political movements
per standard deviation of perceived economic threat (Galofré-Vila et al., 2021). Infrastructure vul-
nerability peaks as displaced engineers retain system knowledge and face recruitment by adversarial
actors. The insider threat becomes demographic rather than individual. If the enforcement gap
is not filled, the WWII evidence suggests that 70 to 90 percent of affected populations will begin
operating outside formal legal and economic norms — not because they are criminal, but because
there is nothing left to enforce self-regulation.
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With Credential Infrastructure

The same population, the same displacement shock, the same UBI floor — but with credential
infrastructure in place:

The stake survives. Displaced workers transition from employer-based identity to credential-based
identity. “I am a credentialed AI systems architect” replaces “I work at [company].” The credential
provides time structure (continuing education), social contact (professional community), collective
purpose (standards governance), status (recognized standing), and accountability (revocation risk).
Toby’s stake in conformity is maintained through a different vehicle.

The economic anchor holds. Because the credential controls access to insurance, partnership
eligibility, and institutional recognition, it serves the same gatekeeping function as employment.
The individual has something to lose — and therefore something to protect through self-regulation.

The insider threat diminishes. Credentialed professionals retain institutional identity and
economic participation. The recruitment pitch from adversarial actors — “the system abandoned
you” — loses its force when the individual remains embedded in a legitimate professional community
with recognized standing.

Marriage and family formation stabilize. The credential provides status, identity, and economic
participation — the preconditions for “marriageability” that Wilson identified. The second anchor
of self-regulation is preserved.

The credential does not prevent displacement. It does not restore the displaced job. It replaces
the enforcement function that the job served — the stake in conformity, the identity, the economic
gatekeeping — in a form that survives the automation of labor.

Counterfactual Simulation

To test these projections empirically, we constructed a counterfactual agent-based model using
the Game of Emergence simulation framework. The simulation generates two parallel scenarios
from identical starting conditions: 1,000 agents, a 40% displacement shock over 12 weeks, and the
same UBI income floor (60% of baseline income). The only variable is the presence of credential
infrastructure. All behavioral parameters were derived from the empirical literature cited above and
locked prior to execution — no parameters were tuned post hoc to achieve desired outcomes.

The displacement inversion occurred at week 74 — approximately 10 months after the
displacement shock. At this point, displaced self-regulation in Run A (no infrastructure) crossed
below the critical threshold of 0.20 while Run B (with credential infrastructure) remained at 0.606
— a 3.1x differential. After this point, the trajectories never reconverge.

Self- Crime Black
Timeline Regulation Rate Radicalization Market
No CredentialNo CredentialNo CredentialNo Credential
Infra Infra Infra Infra
Shock 0.835 0.859 0.0% 0.0% 1.8% 1.7% 0.0% 0.0%
(week
30)
6 0.379 0.702 0.0% 0.0% 1.9% 1.6% 0.0% 0.0%
months
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Self- Crime Black

Timeline Regulation Rate Radicalization Market

12 0.145 0.570 1.0% 0.0% 2.3% 1.6% 100% 0.0%
months

18 0.059 0.483 1.3% 0.3% 2.9% 1.6% 100% 0.0%
months

36 0.005 0.384 8.7% 2.2% 4.8% 1.7% 100% 20.3%
months

5 years  0.000 0.384 13.5% 8.3% 6.7% 1.9% 100% 83.0%
10 years  0.000 0.486 19.5% 12.5% 8.8% 2.0% 100% 65.2%

The simulation confirms the empirical projections and adds three findings that the literature alone
cannot provide:

The credential reduces crime by 1.4-1.9x across all time horizons. The gap is largest at 6
months, when the displaced population enters peak vulnerability, then narrows as both populations
reach equilibrium. This matches the empirical prediction: the sharpest behavioral divergence occurs
in the first 6-18 months.

Radicalization diverges by 2.8—4.4x. At 36 months — the Weimar timeline — displaced
radicalization without infrastructure reaches 4.8% versus 1.7% with credentials (2.82x). By 10 years,
the gap widens to 4.4x. The Weimar dynamic is also detectable in the employed-but-threatened
population: radicalization among employed agents is 1.25x higher without infrastructure at 36
months and 1.48x higher at 10 years. The credential provides an alternative identity pathway for the
threatened middle class — “I am also a credentialed professional” reduces the perceived existential
threat of displacement.

The credential mechanism strengthens over time. Self-regulation in Run B actually increases
between years 5 and 10 (0.384 to 0.486). Agents who sustain their credentials see progressive
recovery, which reduces crime involvement, which improves credential standing, which further
improves self-regulation. The virtuous cycle is the mirror image of the vicious cycle observed without
infrastructure. Black market participation in Run B peaks at 83% around year 5 — reflecting agents
whose credentials degrade — but then declines to 65% as credential recovery pulls participants back
into formal economic activity. In Run A, 100% of displaced agents enter the black market by 12
months and never leave.

The same people. The same shock. Radically different outcomes — determined entirely by whether
infrastructure existed before the shock arrived. Full methodology and limitations are documented
in the accompanying Simulation Supplement (Love & Ax, The Box Commons).

VII. Recommendations
For State Legislators

Workforce credentialing programs are not merely economic development tools. They are public
safety infrastructure. The evidence assembled in this paper demonstrates that employment enforces
self-regulation through identity and economic gatekeeping mechanisms that cannot be replaced by
income transfers alone.
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States that invest in credential infrastructure — Al governance frameworks, professional standards
for human-AT collaboration, portable credentialing systems aligned with national and international
standards — are investing in the social contract itself. States that wait for displacement to arrive
before building this infrastructure will face the timelines documented in Section II: months, not
decades, from shock to measurable social contract erosion.

For Federal Agencies

The credentialing gap is a national security concern, not merely a labor market issue. The Weimar
evidence demonstrates that the threatened cognitive middle class is the demographic most likely to
radicalize — and this is precisely the demographic that Al displacement targets.

Recommendations: - Integrate credentialing standards into the NIST AI Risk Management Frame-
work as a societal risk mitigation strategy - Fund research on credential-based self-regulation
mechanisms as a complement to UBI pilot programs - Develop federal guidelines for portable, inter-
operable professional credentials that survive employer displacement - Recognize the infrastructure
vulnerability dimension: displaced engineers with system knowledge represent a national security
risk that credential-based institutional belonging directly mitigates

For International Bodies

AT displacement is not bounded by national borders. A credential recognized in one jurisdiction but
not another creates regulatory arbitrage and undermines the enforcement function. International
coordination on credential standards — through the EU AT Act framework, Singapore’s IMDA
guidelines, OECD Al governance principles, and emerging ISO/IEC standards — is essential for the
credential to serve as portable enforcement infrastructure.

For the Standards Community

The credentialing infrastructure described in this paper does not yet exist at the scale required.
Building it requires transparent, multi-stakeholder governance — practitioners who hold the cre-
dentials, organizations that rely on credentialed partners, and public institutions that recognize
credentialed standing. The Box Commons provides the governance architecture: three chambers
representing these constituencies, NIST-aligned standards development, and international portability
by design.

The invitation is straightforward: participate. The infrastructure must exist before displacement
arrives. Post-hoc construction will be too slow. Every historical case study in this paper confirms
that the window between displacement shock and measurable social contract erosion is measured in
months. The infrastructure must already be operational when the shock arrives.
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