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Executive Summary

90% of federal respondents are planning to or using Al. Only 12% of civilian agencies have
completed adoption plans. 55% cite workforce shortages as the primary barrier. 50% of US
residents are uncomfortable with government Al — up from 45% a year ago. Worldwide Al
spending: $2.52 trillion in 2026 (+44% YoY, Gartner).

Public-sector Al is not an efficiency problem. It is a legitimacy problem. OECD data frames the
stakes: unemployment stable at 5.0%, youth at 11.2%, income gap 8.4:1. The bottleneck is state

capacity: procurement literacy, workforce readiness, governance at scale.

Metric Value

Federal respondents using Al 90%
Civilian: completed Al plans 12%
Defense: completed Al plans 2%
Workforce shortages as barrier 55%
Al in government market (2024) $22.4B

Alin government (2033)

~$100B (17.8% CAGR)

Worldwide Al spending (2026)

$2.52T (+44%, Gartner)

UK govt Al contracts (Aug 2025) £573M
US federal Al (2022—-2024) $5.6B
Public servants: experimented 60%+
Public servants: received guidance 35%

Citizens: uncomfortable

50% (up from 45%)

OECD unemployment

5.0% (stable)

Youth unemployment 11.2%
Income gap (top/bottom decile) 8.4:1 (OECD)
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1. The Legitimacy Constraint

Dimension Enterprise

Nice-to-have;

Explainability investor-facing

Public Sector

Mandatory;
contestable

. Revenue impact, Political cost,
Failure tolerance L .
remediation citizen harm
. . uarterly/annual Across political
Time horizon Q y P
ROI cycles
. Board - Minister -
A ntabili ..
Leot ety shareholders citizens
. . Constitutional
Equity Market-driven S
obligation

The Trust Deficit

Trust Signal

Value

Uncomfortable with govt Al

50% (up from 45%)

Believe Al helps speed/efficiency 59%
Negative impact on privacy 50%+
Trust human services over Al ~50%
Trust Al services more ~20%
Want mandatory Al disclosure 76%+
Say more regulation needed 72%
Current regulation sufficient 29%
Trust Al more with laws in place 81%

“Citizens want the speed. They do not trust the process. That is a governance

problem, not a technology problem.”
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2. OECD Signals and Social Risk

OECD Signal

Unemployment

Value

5.0% (stable)

Implication

No collapse —
but no cushion

C trated
Youth unemployment| 11.2% onc_gn rare
transition pressure
Income ratio 841 Baseline inequality
(top/bottom) o already material
Tight kets;
EU unemployment 5.9% 9Nt markets,
redesign needs plans
Euro area 6.2% Same dynamic

across eurozone

If Al benefits accrue mainly to digitally fluent, formally employed, high-trust
communities, Al deepens administrative inequity even while aggregate efficiency

improves.

« Digital access gap. Al services that assume digital literacy exclude populations that most
need government support.

* Automation of gatekeeping. Benefits, immigration, policing — algorithmic bias has
disproportionate effects on the bottom of the 8.4:1 distribution.

» Displacement concentration. Youth at 11.2% absorb more transition volatility. Entry-level

government roles face high exposure.
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3. Procurement as Governance Instrument

Failure Mode What Happens Consequence
. Vendor defines Agency loses
Vague requirements
scope and success control
No performance No quality Degradation
clauses baseline undetected
o Black-box Legal challenge,
No auditability - g 9
decisions political exposure
No redress No citizen Trust erosion,
obligations recourse legitimacy risk
- Single-vendor Costs escalate
No portability g.
lock-in across cycles

A Modern Procurement Framework

Requirement What It Means

Every Al recommendation linked to

Decision traceability . .
inputs, rules, model version, approver

Citizen-facing decisions include

Appeal-ready design . .
PP y g rationale and escalation channels

No critical service trapped

Ve [periEtarli; in one vendor stack

Bias, drift, edge-case tests tied

r in .
Stress testing to local demographics

Error equity, appeals resolution,

Public-interest metrics . .
access parity — not just speed/cost

“The procurement template is the governance instrument. Get that wrong, and
no amount of model tuning fixes it.”
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4. Workforce: Capacity Before Scale

Role Capability Needed Current State
Decision-support literacy: Tooling access
Caseworkers ) PP Y ) g
trust, override, escalate without frameworks
Procurement Technical contract: Rare; vendor-
teams performance, audit, portability drafted terms

Internal audit /
inspectorates

Model governance:
bias, drift, explainability

Function barely
exists

Two Pathologies Without Readiness

Pathology What It Looks Like Cost

Automation Pilot-heavy, impact-light. Budget consumed,
theatre 12% completed plans. no improvement
Black-box Outsourced cognition. Legitimacy risk,
dependency Agency can't explain. vendor lock-in

The Practical Sequence

Phase Action Prerequisite
Map decisions by risk: Decision taxonomy,

1. Classify p . y . y
advisory, assisted, autonomous risk framework
Deploy low-risk first: Basic digital

2. Augment ploy : . . g
docs, scheduling, triage literacy

N . Build review boards, Governance

3. Institutionalize . . .

audit, appeal mechanisms capability

4. Expand

Increase autonomy to
higher-risk classes

Proven governance
at lower levels

Skipping phases 1-3 produces the 12% completion rate. Building them produces

institutional capability that compounds.
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5. Fiscal Pressure and Credibility

Approach Year 1 Year 3-5

Rushed, broad Fast visibility, Reversals, litigation,
rollout political credit backlash, remediation
Credibility-first Slower start, Fewer reversals,
portfolio fewer headlines stable support

The Regulatory Landscape

Regulation Status Requirement
. Vendor transparency,
M-25-22 (US) Active (Sep 2025) S P Y
explainability
Colorado Al Act June 2026 Impag assessments,
high-risk systems
Algorithmic Under consideration Assessments for
Accountability Act 1M+ affected
NYC Local . Bias audits,
Active .
Law 144 employment decisions
NIST Al RMF / Framework Risk identification,
1ISO 42001 (voluntary) mitigation templates

The political cost of one high-profile Al failure can exceed the combined budget of ten
well-governed pilots. Credibility-first strategy is risk management, not conservatism.

6. Practical Actions

1. Set an Al service taxonomy. Three classes: advisory (information), assisted-decision (Al
recommends, human decides), autonomous action (Al decides within parameters). Every
deployment classified before procurement.

2. Mandate algorithmic impact assessments. For benefits eligibility, immigration, policing,
welfare, and any decision affecting legal rights. Colorado and M-25-22 provide templates.

3. Build procurement academies. Al contracting, model-performance clauses, audit rights,
portability terms, bias-testing. The 55% gap requires procurement-specific capability.
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4. Publish trust dashboards. Accuracy, appeals, response times, equity indicators. 76%-+
want mandatory disclosure. Meet that demand proactively.

5. Fund frontline retraining within Al budgets. Caseworker decision literacy, procurement
technical capability, audit skills — budgeted within each deployment, not as overhead.

Action Owner Timeline
Al service taxonomy Minister / Agency Q1 2026
Impact assessments CTO + Legal Q2 2026
Procurement academy CPO + Digital Q2 2026
Trust dashboards CDO + Service delivery Q3 2026
Retraining integration CHRO + Budget office Ongoing

What to Watch

« Standardized interoperable assurance frameworks vs bespoke agency controls
» Shared public-sector Al infrastructure as sovereign digital public goods

« Political salience of Al-driven service errors in election cycles
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The Bottom Line

90% planning to use Al. 12% completed plans. 55% lack capability. 50% citizens uncomfortable.
35% public servants guided. 8.4:1 income inequality. 11.2% youth unemployment. The gap
between deployment pressure and institutional capacity is where legitimacy gets spent.

Procurement literacy, workforce readiness, and governance architecture determine whether Al
improves services or amplifies the fractures citizens already experience. The agencies that build
capacity before they scale autonomy will earn the trust that — in democratic governance — is the
only currency that compounds.

In government, the speed of deployment is limited by the speed of
accountability — and that is exactly as it should be.

The fastest way to set public-sector Al back a decade is to deploy it faster
than the institution can govern it.

Thorsten Meyer is an Al strategy advisor who has noticed that the phrase “move fast and break things”
sounds different when the thing you are breaking is someone’s benefits eligibility determination. More at
ThorstenMeyerAl.com.
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