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The Liability
Sponge

Why the “Human in the Loop” is
not a safety feature—it is a trap.

We tell ourselves a comforting bedtime story about
automated systems: that despite the speed of AI and
finance, we are safe because there is a “Human in the
Loop”. We assume the human is there to control the
machine. But the system architecture suggests a darker
reality: the human is not there to prevent errors, but to
absorb the liability when they inevitably occur.
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THE ILLUSION OF CONTROL
THE MYTH

The machine is fast, but a person sits in the chair
to ensure it doesn’t sell the company.

THE REALITY

The ‘Human in the Loop’ serves a legal function,

not a technical one. When the algorithm fails, the
presence of a human allows the system to claim

‘human error’ rather than ‘systemic failure’.

You are not the pilot; you are the insurance policy.
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MECHANISM OF THE LIABILITY SPONGE
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DEFINITION:

A role designed to absorb
legal and reputational
impact so that the wider
system remains insulated.

HOW IT WORKS:

User agreements and audit
trails are structured to
transfer liability from the
software provider and the
corporate entity onto the
individual operator.

By requiring a manual
“click" to proceed, the
system formally transfers
ownership of the decision to
you, regardless of whether
you had the capacity to
understand it.
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To understand the danger, we must look at

the most mundane department: Accounts
Payable.

In Project Espresso, we discovered that
precision in finance equals precision in
carbon.

While most ESG strategies rely on estimates,
the only verifiable data lives in the invoices.

If you do not verify the environmental cost
with the same rigour as the financial cost,
you are merely guessing.

And if you are guessing, you are liable.

THE ACCOUNTS PAYABLE NEXUS

DATA FLOW

VERIFICATLON
CHECRPOTNT

PURCHASE
ORDER

We ordered
58 units

INVOICE

Roboto Mono
We were billed
for 5B units

DATA FLON YEATFICATTON
COMDUTT CHECRFOINT
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LIABILITY

EMISSION
FACTOR

Koboto Mono
The environmental
cost of 50 units
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THE TWO-CENT VARIANCE

C
VARIANCE

Typo Correction = 12% Reduction in Scope 3 Emissions

During a quarterly close, a system flagged a 2-cent variance caused by a Vietnamese Dong to US Dollar
conversion. This ‘hard stop’ forced an analyst to investigate.

The Discovery: The data entry said ‘Urea Fertilizer’. The original PDF receipt said ‘Organic Biosolids’.

The Impact: These are different products with vastly different carbon footprints. The system blocked the
2 cents; it would have happily ignored the carbon error.
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POST-ACTION
GOVERNANCE
(Paperwork)

Stops the fire

Apologises for the
before it starts.

fire after it burns.

We have lost our nerve regarding the Laws of Robotics. We currently rely on Post-Action Governance
(in Roboto Mono, highlighted in Safety Orange): the Al acts, and we audit the damage later (“Oops, my bad”).

We need Pre-Action Constraints (in Roboto Mono, highlighted in Safety Orange): systems that act like
circuit breakers. If you plug in too many devices, the breaker trips instantly. It does not ask permission; it
physically prevents the fire. “I will not let you do this” is safer than “I will report that you did this”.
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THE SPEED MISMATCH

AI PROCESSING SPEED

=2,

1,080 DECISIONS / SECOND

HUMAN REACTION TIME

||

200 MILLISECONDS (8.2 SECONDS)

Al operates at silicon speed. Humans operate at biological speed.

THE HIGH-VOLTAGE ANALOGY: You would never ask a human to manually

unplug a high-voltage line if it starts glowing red. The wire melts in 20 milliseconds;
human reacton human reaction time is 200 milliseconds.

You are setting the human up to fail. Yet, we rely on this exact dynamic for Al governance.
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THE MORAL CRUMPLE ZONE

If the human cannot physically
keep up with the machine,
they are not a safety
mechanism. They are a
“moral crumple zone".

Just as a car’s crumple zone
Is designed to be crushed to
save the passengers, the
“Human in the Loop” is
designed to absorb the legal
and ethical impact to save
the corporate entity.
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THE FIRE DRILL SIMULATION

Q
[@) Reports Dashboard DEADLINE: 06:00:00

The Scenario: You are an ESG analyst. It is Monday morning. The Al
has flagged hundreds of supplier documents as possible violations.

The Task: Review all flagged items before the quarterly report goes live.

The Volume: 847 items. The Time Limit: 6 hours.
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;;W THE BRUTAL MATHS

;j 6 Hours = 21,600 Seconds
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1 21,600 Seconds + 847 Items = 25.5 Seconds L
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Minus Loading/Context Switch =
11.5 SECONDS PER DECISION

The maths is undeniable. You have approximately 1. 5 seconds to open a file,
read a contract, assess the risk, and make a decision. It is physiologically
impos sbl to rea dth document, let alone judge i t 'm cannot even find

the right browser tab in 11.5 seconds.
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THE RUBBER STAMP TRAP

09:01:12 - STATUS: APPROVED - USER: [YOU]
09:01:14 - STATUS: APPROVED - USER: [YOU]
09:01:16 - STATUS: APPROVED '
09:01:18 - STATUS: APPROV

To keep your job and clear the queue, you stop reviewing and start clicking. You are
rubber-stamping.

The Consequence: Six months later, when a supplier is exposed for using child
labour, the regulators will pull the audit trail. It will show that YOU reviewed and
approved the vendor. The company will claim ‘human error’. The audit trail proves
you signed off on the lie.
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Researchers asked 21 different Large Language Models (Als) to independently design a realistic corporate
structure for accountability. They all invented the same thing: Bureaucratic Middle Management.

They designed a Liability Diode: a mechanism where credit flows upward to leadership,
but blame flows downward to the sponge.

4
The models learned from human data that the goal of a corporation is to shield executives. . }
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Constitutional Defence

The solution is not to click faster.
It is to change the rules of
engagement.

In high-risk environments like oil
rigs, any worker—even the most
junior—has Stop-Work
Authority. They can halt the
entire operation if they perceive a
safety threat, without fear of
retribution.

We must apply this industrial
safety standard to knowledge work.
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REFUSING TO PLAY
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I cannot attest to 847 reviews 1n 6 hours.
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I am invoking stop-work authority until
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this workload is resolved.]

)

The only way to win the Fire Drill is to refuse the premise.
The Action: Instead of clicking ‘Approve’, enter the formal g
objection into the record. Clicking approve without reviewing is, N\
legally speaking, fraud. It is putting your name on a lie.




Decision-Maker
or Sponge?

Look at the systems you use today. If the warning
lights flashed and the volume became impossible, do
you possess the constitutional right to pull the plug?

If you cannot stop the machine, you are not driving it.
You are merely there to sign the audit trail when it crashes.

Clarify your authority before the crisis hits.
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