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ur purpose is to empower
forward-thinking organizations to navigate

and own the future




Al is driving profound innovation and transformation

Shell Wields Al as Transition Tool flos Angeles Gimes Can Al Do Empathy Even Better Than Humans?
Companies Are Trying It.

Artificial Intelligence is getting smart enough to express and measure empathy. Here’s how the new
technology could change healthcare, customer service—and your performance review

Copyright © 2023 Energy Intelligence Group The latest innovation to hit the Las Vegas Strip: Robot bartenders

FINANCE - A.I.

Meet ‘IndexGPT, the A.l stock picker JPMorgan is
developing that may put your ‘financial advisor out of
business’
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Protein predictions: Al group says it has The internet is losing it over these
solved one of biology's 'grand challenges' Nike sneakers created by artificial

DeepMind, an Al firm owned by Google’s parent company, Alphabet, said its program can now

predict the structure of nearly every protein known to science. i n te | | i ge n C e
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Al can predict pancreatic cancer three
YEARS before it occurs, major Harvard
study finds

« A Harvard-developed Al model can accurately flag high-risk cancer patients
« Researchers hope it can catch the highly deadly cancer early in its development

John Deere Revolutionizes Agriculture with Al and
Automation

Article ‘ Open Access | Published: 14 September 2023

Best humans still outperform artificial intelligence ina
creative divergent thinking task

Mika Koivisto & Simone Grassini &

Scientific Reports 13, Article number: 13601 (2023) \ Cite this article

11k Accesses ‘ 2109 Altmetric | Metrics
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Topics we’ll cover today
-

Craft a distinctive strategy connected to business and
customer outcomes

Institute organizational & cultural enablers of Al

Build mechanisms to keep up with the pace of change
and manage Al uncertainty




Craft a distinctive strategy connected to business and
customer outcomes




Fields of Al

Al strategy starts with an alignhed common language

Artificial intelligence = the goal of making machines act intelligently

Machine learning: Learn from data to make decisions or predictions
 Netflix recommendations

» What are the

* Spam filtering capabilities of Al?

AT Natural language processing: Comprehend and produce language

@@@ » Voice assistants
U 10111167101010010

» What are the potential
use cases and
implications of Al in
the context of our
industry and business
model?

* Email autocomplete

Computer vision: Interpret and act on visual data
 Facial recognition

« Autonomous vehicles

» What are the

Robotics: Move and interact with the physical world challenges, risks, and
uncertainties of Al?

« Car assembly lines

* Robotic vacuums
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Generative and discriminative models entail distinct use cases

Functionality

Analogy

Everyday
examples

Generative

Create new,
original outputs

Artists

Chatbots, deepfakes

Discriminative

Distinguish between
and classify objects

Detectives

Image recognition,
spam filtering

Generative

Tasks routinely
performed using human

intelligence today

Things humans can do

Law: Drafting contracts

Retail: Creating meal
plans & grocery lists

Construction:
Sketching architectural
blueprints

Tasks that cannot be
performed at all or as well

with human intelligence alone

Things humans cannot do

Media: Producing
individualized content

Chemicals: Creating
novel enzymes

Financial services:
Providing personalized
investment advice

Discriminative

Automotive: Obstacle
detection

Insurance: Valuing
losses

Environmental
restoration: Coral
grafting

Healthcare: Spotting
cancer years early

Industrials: Optimizing
predictive maintenance
of machinery

Life science: Decoding
brain waves to help
paralyzed people walk
and speak
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Poll

Does your organization and its leadership have
an Al common language that enables
effective strategic conversations?

Strongly Disagree Disagree Neutral Agree Strongly Agree



Two broad domains of Al strategy

p 4 p
Customer-facing Al Transformation

Create differentiated customer value by
embedding Al in existing or new customer-
facing products and experiences to solve
customer “jobs to be done”

Operational Al Transformation

Automate and augment processes across
virtually every organizational function to
increase both efficiency and effectiveness
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Operational Al transformation

1

» Focus not just on efficiency but also
effectiveness

» Look beyond common processes to
those that unlock competitive advantage
by targeting the cost and revenue drivers
that are central to an industry’s value
creation formula

XA Pfizer is accelerating drug discovery
L IR [l Nike is designing new sneakers.

Walmart is forecasting at item- and household-level

Supply chain accuracy

BMW is deploying next-generation robotic automation of
LISl parts receiving, sorting, and logistics to production and
quality control.

Allstate is pricing tens of millions of dollars of insurance
product sales annually.

50% of products Amazon sells are marketed to
customers through its personalized recommendation
engine, contributing to the company’s 40% share of the
US ecommerce market.

SIS EIELIWYA Alaska Air is enabling more fuel-efficient flight paths.

Weyerhaeuser is using Al for wildfire prevention, wildlife
habitat conservation, and improving forest productivity.

Fidelity is using Al for fraud detection.

“The concepts we’ve designed with Al are getting better scores in consumer acceptance tests than those designed by agencies.”



Customer-facing Al transformation

John Deere has self-driving tractors, automated weed
detection and spraying, and harvesters that self-adjust.

Agriculture

Carrefour’s Hopla helps with grocery shopping

(NELILEIM Align Technology offers remote progress monitoring and
VTSIl treatment planning for dentists and patients using Invisalign

ALHELICEIN JPMorgan is developing IndexGPT to help customers
Y CTWTS- Tl select investments

= &

» 45% of total economic gains from Al by 2030
are expected to come from product
enhancements

Aetna is leveraging wearable and EHR data to deliver real-

Healthcare time, personalized health recommendations.

Panera Bread is exploring personalized family meals on

Restaurants demand based

» Avoid Al for the sake of Al. Prioritize
innovations that solve important and high
value customer jobs to be done better than
existing solutions

Planet Hollywood’s Tipsy Robots produce 120 cocktails per
hour while dancing

LI EIM P&G can analyze skin and hair based on photos and
Z1{-W recommend suitable products.

» Consider today’s industry paradigm and how

Al might enable new industry paradigms Automotive Tesla’s latest Full Self Driving 12 system taught itself how
to drive
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Three key organizational enablers

— Leadership

Q Culture

.&. Talent
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Poll

Does your organization have the right
organizational enablers of Al transformation”?

Strongly Disagree Disagree Neutral Agree Strongly Agree



Companies are excited, though most face rate-limiting
organizational barriers

Companies are excited, most are far from ready... --.though some are edging ahead by

appointing empowered Al leaders

Of leaders believe future competitive 7/ 4
advantage will depend on who has the most W
advanced Al

Global Head of Generative Al

Of leaders believe Al will have a high or
extremely high impact on innovation

Walmart

L , Chief Technology Officer
000 680/ Of organizations are yet to appoint a leader
an o

or team to coordinate gen Al; most say they
lack key enablers like talent and governance

\@/ U.S. Department of Defense

(g o rge]

(1) Of companies are still 1-2 years away ) .. .
60% from their first gen Al effort Chief Digital and Al Officer

Sources: McK, PwC, IBM, EY © 2023 Innosight Consulting, LLC and/or its affiliates 17



Empowered Al leadership has been critical to Microsoft’s success

Kevin Scott joined Microsoft in 2017 in new companywide
Chief Technology Officer role and has since propelled
Microsoft from lagging rival tech giants to leading on Al.

‘ ‘ This is not a research endeavor... We are
trying to build things that are useful for
other people to use... It's just been clear as
day that you have to pick the things that
you think are going to be successful and
give those things the resources to be
successful every day. , ,
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Culture: Entrenched behaviors and beliefs can prevent leaders from choosing
the right Al strategic priorities and allocating resources to deliver them

Remaining entrenched in established industry
logics and citing historical success formula
insulators from disruptive change

“Al cannot replace how we do this for our customers”

“Al can’t overcome batrriers to entry in our industry”

Substituting strategic choices about which Al
initiatives to pursue with conviction, with inertia
or a sprawling portfolio of minor initiatives.

Common failure modes

“Let’s monitor it”

“We don’t know where this is going, so it's too early
to act”
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Five behaviors can accelerate Al transformation

CURIOSITY

Question the status quo and consistently search for different and
better ways to do things with Al.

Specific Behaviors

Stay up to date on Al technology, capabilities, and “art of the possible” use cases
Avoid shutting down ideas by saying, “Al won’t be able to replace or improve this”
Be perpetually hypervigilant about the future, constantly asking “What if...?”

CUSTOMER OBSESSION

Relentlessly seek to develop an understanding of how Al can
better solve existing and emerging jobs to be done of customers,
employees, and stakeholders.

Constantly evaluate how Al can address customer jobs, pain points, and new experiences
Root solutions in customer needs, avoiding Al for the sake of Al
Consider the needs of diverse ecosystem stakeholders

COLLABORATION

Collaborate enterprise-wide to maximize collective value creation
goals, competitive advantage, and resource synergies.

Build multi-disciplinary Al teams with diverse expertise and viewpoints,
Explore collective goals and resources over those of individual BUs
Provide visibility and transparency on Al initiatives

ADEPTNESS IN AMBIGUITY

Act confidently despite incomplete information, expect iteration &
change, excel at experimentation, celebrate judicious risk-taking.

Plan for different scenarios and alternative outcomes of Al industry transformation.
Constantly ask, “how can we learn more?” and design experiments to test assumptions and
create proprietary insights.

Reward teams for discovery and intelligent failures, pivoting specific initiatives and strategic
postures by adopting an emergent approach to strategy

EMPOWERMENT

Exercise initiative, seek out and leverage resources, and make
confident decisions.

Set teams up for success by removing blockers and providing resources

Make deliberate choices about which Al initiatives to aggressively pursue and which to deny
Acknowledge the agency to reshape longstanding business models and proactively create
the future with Al, adopting a “future back” rather than a “present forward” mindset
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The impact of Al on the workforce will be significant...

Estimated percentage of labor time that can be automated using generative Al

» Al will affect 44 percent of the

workforce and have a $4.1 trillion : 40‘/”;”;“' revices
economic effect over the next three é S ——
years alone through task automation . 30% Agriculture
and augmentation . 38% Education
XS 37% Wholesale trade
» Generative Al can automate 27 to 41 : B
percent of labor time across industries . 6% Manushuring an engincering
¢ 35% Utilities
» All existing forms of Al and technology . 33% Healthcare and social assistance
can automate work activities that ¢ 326 Ars, entertainment, and recrestion
currently occupy 60% to 70% of : N N
employees’ time . N
< 29% Retail
& 28% Hospitality

MRG0V NBERIMcKinsey, © 2023 Innosight Consulting, LLC and/or its affiliates



Without adept change management as Al intertwines with the
workforce, the potential benefits of Al will, at best, be muted

» Which populations and roles are
affected?

» How will Al impact employees?

» What specific interactions between
employees and Al maximize benefits
and minimize backlash?

» What change management is required?

62%

42%

Optimism

54%

Concern

Leaders . 22%

Managers 28%

- "

Frontline
Employees
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Build mechanisms to keep up with the pace of change
and manage Al uncertainty




The pace of change on Al is radically accelerating

While Al is certainly much more than gen Al, the
@ Ope nAl pace of progress of OpenAl serves as a helpful

illustration of how Al’s pace is accelerating Jin s for Qe
El%”vf;'ﬁg:fé’i”n san

ChatGPT Users 2023 (million)

First
2 developer
g - V conference
» é : & m 377::‘47 | sf;'(ioo l/;/:' December 2022 Januan 2023 February 2023 GPT 4 MUti-mOdaI AI + up to
. I1E9lE =z ' ' Launch date training data +
< RAL - A - ?Ithagp beats 1M 57M 100M ? browser integration +
Y origins IBM Watson aghalrjrlm (i3oxn§;o ChatGPT users users users Dall-E 3
(Turing, beats players P (GPT 3) ChatGPT@®
Dartmouth) on Jeopardy Launch Enterprise
l l l L l
1950s 2011 2015 NOV DEC JAN FEB MAR AUG OCT NOV
2022 2022 2023 2023 2023 2023 2023 2023

OPEN Al ACCELERATION CASE STUDY
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The pace at which Al is moving is creating significant uncertainty

The outcomes of general-purpose technologies are
significant and unpredictable

Ll

[ S R S A

Urban design

Global trade and travel

Geopolitics and conflicts over oil
Global warming and respiratory health
Birth and boom of industries

Social media & influencer culture

Gig economy

Data privacy concerns

Streaming & decline of traditional media
Remote work

Fake news

Online dating

Youth mental health

Humans entrenched in current paradigms
struggle to imagine alternative futures shaped
by disruptive technologies

Western h y 2.5
Union
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Sizing and managing Al uncertainty

Al could pose radically different futures
across industries

| 2

Media (news, entertainment, education):
hyper-personalized content

Automotive: driverless cars, aerial taxis

Healthcare: personalized medicine,
disease interception

Act Early

* Opportunity to acquire capabilities
and customers for new Al business
models

* Risks include possible capital
inefficiency and stakeholder
management challenges

WINBOW OF
OPPORTUNIETY

Four tactics to help companies manage
uncertainty

» Frame key uncertainty drivers and maintain a fact base

» Develop a handful of competing scenarios based on
the most critical uncertainties

» Apply an emergent approach to strategy
» Make innovation and learning a discipline

Act Late

* Competitors may have built entry
barriers through advanced
capabilities and customer loyalty

* Risks are significant and include
difficulty catching up and burning
platforms
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Thank you

Leading into the Age of Al

A Five-Part Blueprint for Empowering
Corporate Transformation

By Shahriar Parvarandeh, Ned Calder, and Freddy Solis

BEGIN READING

INTRODUCTION:
Al's Emergence as a General-purpose Technology

RECOMMENDATION 1:
Align Leadership on a Foundational Understanding

and Common 10 Language of Al

RECOMMENDATION 2:
Develop Value-Creating Strategies for Operational
and Customer-Facing Al Transformation

RECOMMENDATION 3:
Make Strategic Choices About Al Data and Models

RECOMMENDATION 4:
Implement Organizational, Culture, and Talent
Enablers of Al Transformation

RECOMMENDATION 5:
Systematically Manage Al-Related Uncertainty

Glossary of Common Al Terms



