
 

The Core Thesis: The Collapse of the Firm 
The central argument of the paper is bold: 

AI collapses the economic rationale for the firm. 

For nearly a century, organizations have existed because of transaction costs (Ronald Coase). 
Firms internalized coordination because it was cheaper than using the market. 

That logic is now breaking. 

What changed? 

AI, specifically agentic AI + recursive self-improvement (RSI) has driven: 

●​ Search costs → near zero 
●​ Decision-making costs → near zero 
●​ Coordination costs → near zero 

This creates a structural inversion: 

●​ The bottleneck is no longer information or coordination 
●​ The bottleneck is human latency in decision-making 

The Organizational Singularity 

This moment, where coordination becomes effectively free, is called: 

The Organizational Singularity 

At this point: 

●​ Organizations shift from human-centric workflows → AI-centric workflows 
●​ Humans move from decision-makers → validators 
●​ Hierarchies become liabilities, not assets 

Key Insight 

Firms don’t disappear but their role changes: 

●​ From coordination engines 
●​ To accountability shells (the “Fiduciary Wedge”) 

 



 

The Impact Event: Why This Is Happening 
Now 
The paper frames this as an “asteroid impact” moment a sudden, irreversible shift. 

Timeline 

●​ 2008–2023: Cloud + ExO model enabled exponential scaling 
●​ Late 2025: OpenClaw launches → democratized agent creation 
●​ March 2026: NemoClaw (NVIDIA) → enterprise-scale agent systems 

The Breakthrough: Recursive Self-Improvement (RSI) 

Unlike traditional AI: 

●​ Agents don’t just execute tasks 
●​ They improve themselves continuously 

This creates: 

●​ Compounding advantage 
●​ Rapid divergence between companies 
●​ An unbridgeable performance gap 

Immediate Effects 

●​ SaaS disruption begins first 
●​ Knowledge work industries follow (consulting, marketing) 
●​ Regulated sectors lag but will follow 

The Structural Shift 

●​ Workflows become agent-to-agent, not human-to-human 
●​ 80–90% of standardized work becomes automated 

Leading Indicators 

Watch for: 

●​ Declining SaaS valuations 
●​ Falling middle management hiring 
●​ Individuals outperforming teams 



 

ExO 3.0: The IMPACT Framework 
The traditional ExO model (MTP, SCALE, IDEAS) is now obsolete. 

Why? 

Because the boundary between internal and external has dissolved. 

The New Model: IMPACT 

Pillar Description 

I — Intelligence Stack The core operating system of the organization 
M — MTP Architecture Purpose aligned for humans AND AI 
P — Protocol Governance Governance as code, not hierarchy 
A — Agency (Distributed) Human + AI workforce combined 
C — Cognitive Infrastructure Compute, models, digital twins 
T — Trust Ecosystems Human + AI collaboration layer 

The Intelligence Stack (Most Critical Concept) 
Organizations are no longer structured by departments. 

They are structured as a cognitive system with 6 layers: 

1.​ Purpose — Defines constraints & intent 
2.​ Sense — Collects signals 
3.​ Interpret — Creates context 
4.​ Decide — Generates actions 
5.​ Orchestrate — Executes 
6.​ Learn — Improves continuously 

With a cross-cutting layer: 

●​ Govern / Assure — control, compliance, safety 

Key Shift 

Organizations move from: 

Departments (sales, ops, finance) → to Cognitive layers (like a brain) 



 

The Transformation of Work and 
Leadership 

Strategy is Dead (As We Know It) 
Traditional planning (3–5 year plans) is obsolete. 

Replaced by: 

●​ Continuous sensing 
●​ Real-time decision-making 
●​ AI-driven strategy loops 

New Role of Leadership 

Leaders become: 

1.​ Purpose holders (MTP) 
2.​ Narrators (values, intent) 
3.​ Validators (not gatekeepers) 

The Death (and Reinvention) of Middle Management 
Middle management exists primarily for: 

●​ Coordination 
●​ Information flow 
●​ Approval chains 

AI replaces ~90% of this work 

What happens instead? 

Middle management becomes: 

●​ Exception handlers 
●​ Relationship managers 
●​ Judgment specialists 

 

 



 

Transition Phases 

1.​ Augmentation (0–6 months) 
2.​ Concentration (6–12 months) 
3.​ Redesign (12–18 months) 

Critical Insight 

This is not elimination, it’s compression of work into higher-value roles 

The Execution Layer: Tempo Becomes the Weapon 
AI-native organizations operate at: 

●​ Machine-speed execution 
●​ Continuous experimentation 
●​ Constant learning loops 

Key Metric 

Execution latency = competitive advantage 

Result 

●​ Faster execution → faster learning → faster dominance 

 

 

 

 

 



 

The Transformation Playbook 

Why Transformation Fails 
80%+ of AI initiatives fail because: 

●​ Companies bolt AI onto existing structures 
●​ Instead of rewriting the organization 

The Real Problem 

The organizational immune system resists change 

The Solution: Edge Deployment Model 
Transformation cannot happen in the core organization. 

Instead: 

Build an AI-native “digital twin” at the edge 

Steps: 

1.​ Create a small AI-native team (3–5 people + agents) 
2.​ Operate outside the org structure (stealth) 
3.​ Report directly to CEO 
4.​ Migrate workflows gradually 

Why it works: 

●​ Avoids resistance 
●​ Proves value first 
●​ Scales naturally 

 

 

 



 

The REWRITE Framework 
This is not optimization—it’s a full rewrite of the organization. 

Two Modes: 

●​ Small companies (<50 people): Direct transformation 
●​ Large companies (>50 people): Edge-first transformation 

R — Remove legacy constraints 
E — Elevate AI to the executive layer 
W — Work recomposition (tasks, not roles) 
R — Reallocate work to agents first 
I — Install the Intelligence Stack 
T — Trust, governance & protocols 
E — Evolve continuously (recursive self-improvement) 

The End State 
Organizations become: 

●​ AI-native 
●​ Continuously evolving 
●​ Self-improving systems 

Humans become: 

●​ Purpose holders 
●​ Exception handlers 
●​ Meaning-makers 

Final Takeaway 
The paper’s core message is simple but profound: 

AI is not a tool—it is an organizational operating system. 

And: 

Companies that treat AI as a tool will fail.​
Companies that redesign themselves around it will dominate. 
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