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The Al Jobs Panic Is Still Waiting on the Evidence
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Background: Lawmakers have responded to
widespread concerns about Al-related job
displacement with various pieces of proposed
legislation. Sens. Mark Warner and Josh
Hawley’s Al-Related Job Impacts Clarity Act
would require major companies to report
Al-related layoffs to the U.S. Labor Department.
New York State enacted rules barring state
agencies from using Al in ways that would affect
existing collective-bargaining agreements or
displace workers. Most recently, California Gov.
Gavin Newsom signed an executive order aimed
at Al-driven job displacement.

But... The evidence so far does not support
claims that AI will have dramatic employment
effects. Studies find workers using AI tools
complete tasks faster and produce better work.
At the same time, there’s no evidence of
widespread job losses, although younger
workers entering some professions do face
genuine pressures. Policymakers who treat Al as
either a guaranteed growth engine or an
imminent jobs catastrophe are relying on
assumptions the evidence does not yet support.

Moreover... No one can say with confidence how
large AI's eventual economic effects will be.
Economists’ estimates range from modest to
enormous. That gap reflects genuine
uncertainty, which is why locking in sweeping
new regulations before the technology and its
effects have stabilized carries serious risks of its
own.

KEY TAKEAWAYS
Al: The Great Equalizer?

The clearest evidence comes from randomized studies
in which researchers gave some workers access to Al
tools and others none, then compared the results.

Massachusetts Institute of Technology economists
found that professionals using ChatGPT to help with

writing tasks finished 40% faster and produced work
that independent reviewers rated 18% higher in quality.
A separate study of a large company’s customer-service
team found that workers with Al assistance resolved
15% more customer issues per hour, with the largest
gains among the least-experienced workers. Software
developers using GitHub’s Al coding assistant
completed programming tasks 55.8% faster than those
working without it. Professional translators saw their
earnings per minute rise 16% when using more
advanced AI models.

A clear pattern is that Al tends to help less-experienced
workers the most. Economists call this “skill
compression,” The gap between a beginner and a
veteran narrows when both have access to the same Al
tools. That finding cuts against the popular narrative
that Al mainly benefits people who are already highly
skilled or highly paid.

The Dog That Hasn’t Barked

Al-related job losses don’t show up in employment
records. Researchers at the Budget Lab at Yale examined
industry-level data through August 2025 and found no
meaningful relationship between a sector’s Al exposure
and its layoffs. A rigorous study using Danish
government employment records found essentially no
effect on wages or hours worked across 11 occupations
heavily exposed to AI tools like ChatGPT, even as
adoption in those fields became widespread. A large
survey from January 2026, covering nearly 36% of the
US. workforce, found slightly higher wages in
occupations exposed to generative Al and no detectable
drop in job openings.

There are reports of task reallocation, as workers use Al
to handle parts of their jobs so they can spend more
time on other tasks. This may point to a need to help
workers adapt and retrain, rather than restricting Al
adoption to prevent job losses.

The Intern Problem

The aggregate numbers hide a more complicated story
at the bottom of the career ladder. Stanford economist
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Erik Brynjolfsson and co-authors, analyzing payroll
data from millions of workers, found that employees
ages 22 to 25 in highly Al-exposed fields experienced
roughly a 16% employment decline relative to trend
after ChatGPT’s release. Workers in their 30s, 40s, and
beyond were unaffected. A UK study found similar
patterns: Companies using Al hired fewer junior staff,
reduced entry-level pay, and shed lower-paid
early-career positions, even as average compensation at
those firms rose.

The reason is intuitive. Al is good at the structured,
rule-based tasks traditionally assigned to entry-level
workers: sorting and summarizing information,
drafting initial versions of documents, and writing
routine code. If AI can do those tasks, companies need
fewer people to do them.

What remains uncertain is whether this is a lasting
structural shift or a temporary disruption as the labor
market adjusts. Prior waves of workplace technology
eventually produced new types of entry-level work,
even as they eliminated older ones. Whether that
pattern will repeat—and how quickly—remains
unresolved. Designing policy around permanent
damage would be premature.

A Foggy Crystal Ball

Predictions about AI's effect on the overall economy
vary widely. MIT economist Daron Acemoglu (2025)
estimates that AI will raise overall economic
productivity by less than 1% over the next decade.
Goldman Sachs economists Joseph Briggs and Devesh
Kodnani (2023) estimate a 7% increase in annual global
output—roughly $7 trillion—over the same period. The
Penn Wharton Budget Model lands between those
poles.

These estimates are not sloppy. They differ because
they rest on different assumptions about how many
jobs Al can actually do, how quickly companies will
reorganize around it, and how long it will take for
productivity gains to show up in economic statistics.

Economic history offers a useful caution. Earlier
productivity-enhancing technologies like electrification
and computing often failed to register in aggregate data
for years, or even decades, after adoption began.
Companies had to restructure workflows, train workers,
and redesign processes before the gains appeared in
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measurable output. The same delay is plausible here.
That makes short-run economic data a poor basis for
confident policy conclusions in either direction.

Big Tech, Small Fry

A recurring concern in the policy debate is that a
handful of large technology companies control the Al
systems everyone relies on—and that this
concentration will squeeze out competition across the
economy. That concern deserves scrutiny, but the
evidence so far points in a more complicated direction.

A 2025 study of new-business formation found that
ChatGPT’s arrival increased the rate at which first-time
and low-resource entrepreneurs started companies, and
that these new businesses operated with smaller
founding teams than before. AI can substitute for some
managerial and technical functions that once required
hiring additional workers, lowering the cost of getting a
business off the ground. The OECD similarly found that
Al lowers the minimum size a business needs to
compete in markets that previously required large,
specialized teams.

The idea that incumbents can permanently lock out
rivals by hoarding proprietary data, a so-called “data
moat,” is weaker than it appears. The performance
advantages large data sets provide tend to plateau. Once
they do, competition shifts to algorithmic improvement
and product quality—areas where smaller entrants can
and do compete.

Policymakers should instead take a “strategic
forbearance” approach: enforce existing law, modernize
legacy rules written before AI existed, and resist
layering prescriptive new mandates on top of a
technology that is still changing rapidly.

For further analysis, see ICLE’s issue brief “Al, Productivity
and Labor Markets: A Review of the Empirical Evidence.”
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