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95% 
Enterprise AI pilots show no measurable 

impact on profit and loss 

~6% 
Of organizations that capture significant 

enterprise value from AI 

70% 
The value of AI comes from people and 

process, not the technology 

 

The Problem, and Why It Persists 

Enterprises have poured tens of billions of dollars into artificial intelligence and seen very little return. 

A 2025 MIT study of 300 deployments found that 95% of enterprise generative AI pilots produced 

no measurable impact on profit and loss. McKinsey reports the same pattern from the other side: 88% 

of organizations now use AI in at least one function, yet only about 6% have turned that use into 

significant enterprise value. Adoption is nearly universal. Results are rare. 

When an initiative disappoints, the instinct is to reach for more technology, but that is the wrong 

diagnosis. BCG’s analysis of where AI value comes from places roughly 10% in the algorithms, 20% 

in the technology and data, and 70% in people and processes. This is the WatsonAI thesis, stated 

plainly: most AI transformations fail at the human and organizational layer, not the technology layer. 

Dropping a capable tool onto an organization that is not ready for it does not create readiness; it 

exposes its absence. 

For a CHRO, a CEO, or a chief learning officer, the cost is concrete: a second budget cycle spent 

explaining the first, credibility lost with the board, and ground ceded to competitors pulling ahead. 

What makes it worse is that leaders routinely misjudge their own readiness. In a survey of 1,400 US 

employees, 76% of executives believed their workforce was enthusiastic about AI; only 31% of 

individual contributors were. A transformation funded against that rosier picture is funded against an 

illusion. The remedy is to measure readiness before investing. Readiness breaks down into four 

conditions, each capable of stalling a transformation on its own. 
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Four Conditions Decide the Outcome 

The model measures four conditions of readiness, each scored on the same 0-100 scale. 

Condition What it determines The question it answers 

Strategy A clear, funded, AI-linked direction that 
leadership is aligned on, and that shows up 
in where time and money go. 

Do we know what we are trying to achieve with 
AI, and are we aligned on it? 

Culture Leadership credibility on change, the track 
record with past change, and the 
workforce’s appetite for new ways of 
working. 

Will our people meet this change, or resist it? 

Operating Model How work is structured: roles, layers, 
decision rights, incentives, and the 
maturity of core processes. 

Are we organized for how AI changes work, or 
for the world before it? 

Workforce 
Capability 

AI literacy, adaptability, and the fit 
between current skills and the roles 
required by the future state. 

Can our people use what we are about to give 
them? 

 

Strong organizations score well across all four. A gap in any one is where transformations stall, 

and where the value leaks away. The question is not whether you have a gap, but where it is and how 

wide it is. 

One Model, Three Depths of Evidence 

Measuring those conditions well is harder than it sounds because the most convenient way to measure 

them, asking leadership, is the least reliable. The model addresses this with three tiers that examine 

the same four conditions with escalating depth of evidence. Each answers a sharper question than the 

one before, and all three report on the same scale and the same maturity bands (Not Ready, Emerging, 

Ready), so scores remain comparable as the evidence deepens. 

Not Ready 
Score 0 to 59 

Emerging 
Score 60 to 84 

Ready 
Score 85 to 100 

One scoring scale is used across all three tiers, so results stay comparable as the evidence deepens. 

T I E R  1   ·   F R E E  
Self-Assessment 

T I E R  2   ·   D I A G N O S T I C  
Diagnostic 

T I E R  3   ·   F U L L  
360 Assessment 

What leadership believes 

A 20-item self-report across the four 
conditions. Minutes to complete. 
Returns a scored readiness profile 
and a clear view of where you are 
most exposed. 

Whether the workforce agrees 

100 items, weighted toward where 
transformations fail, posed to 
leadership and a workforce sample. 
Surfaces the leadership-versus-
workforce gap. 

What the evidence proves 

Three independent lenses 
triangulated into a single evidence 
index. Adds the evidence-versus-
perception gap and the on-ramp to a 
structural redesign. 

The evidence deepens at each tier: from what leadership believes, to whether the workforce agrees, to what the evidence proves. 
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At a glance Self-Assessment Diagnostic 360 Assessment 

Question 
answered 

What leadership believes Whether the workforce 
agrees 

What the evidence proves 

Method Self-report survey Dual-cohort survey: 
leadership and a workforce 
sample 

Three lenses: survey, 
independent document and 
data review, structured 
interviews, and focus groups 

Scope 20 items, four equal areas 100 items, four weighted 
areas 

Organization-wide 
instrument, evidence review, 
and qualitative inquiry 

Signature output Scored readiness profile Leadership-versus-workforce 
gap, by area 

Evidenced index, evidence-
versus-perception gap, and 
decision-ready registers 

Best used to See where you stand Move from belief to evidence Decide on a structural 
redesign on evidence, not 
opinion 

Investment Free Paid engagement Full engagement 

Putting It to Work 

• Measure before you invest, not after. Establish a baseline across the four conditions so the next 

AI decision rests on evidence about your own organization rather than on optimism. 

• Test the perception gap on purpose. Do not assume the workforce shares leadership’s 

confidence. The distance between what leaders believe and what employees experience is one of 

the most reliable predictors of whether adoption will hold. 

• Never restructure on opinion. McKinsey finds the single biggest determinant of a successful 

redesign is starting from an accurate, verifiable picture of the organization, a discipline that makes 

a redesign roughly seven times more likely to succeed. 

• Carry the evidence into the redesign. An assessment that ends in a report changes nothing. 

The index, the gaps, and the registers become the brief for the redesign itself. 

Where This Leads 

Assessment is the starting point, not the destination. It is the Assess portion of a five-phase 

methodology that carries an organization from evidence to a redesigned, AI-ready operating model 

that holds. 

1 

Assess 
Measure readiness and 
build the evidence base. 

2 

Blueprint 
Design the future-state 

organization and 
operating model. 

3 

Align 
Unite leaders and the 
workforce behind one 

plan. 

4 

Transform 
Execute the redesign of 
how the work is done. 

5 

Anchor 
Embed the change so it 
holds and compounds. 
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Where to Start 

Start where it costs nothing. 

Take the free Watson AI and Organizational Readiness Self-Assessment to see where your organization 

stands across strategy, culture, operating model, and workforce capability. You will receive a scored 
readiness profile and a clear view of where you are most exposed, with no obligation. 

Begin at www.AI-Watson.com  

 

Then move from belief to evidence. Once you're prepared to compare that picture with your 
workforce data and the evidence, the Diagnostic and the 360 handle the rest. 

Start a conversation at www.AI-Watson.com  |  Matt@AI-Watson.com  

About 

Matt D.M. Watson, PhD, SPHR, PMP, is an author and leader in organizational transformation with more than 
25 years of experience across the military, energy, technology, retail, and government sectors. He holds a PhD in 

Global Leadership and Change and is a Lean Six Sigma Black Belt, a certified Project Management Professional, and 
a Senior Professional in Human Resources. He has led organizational development at HP and Bechtel, taught as an 
adjunct professor at Boise State University, and authored nine books and five peer-reviewed articles. He founded 

WatsonAI, a Boise, Idaho practice dedicated to helping organizations design themselves to fully leverage AI. 

WatsonAI Consulting helps organizations succeed at AI transformation. Our core conviction is that roughly 70% 
of AI transformations fail at the organizational and human layer, not the technology layer. We close that gap with 

assessment, organizational design, and change management built on a defensible methodology. 

Sources: MIT Project NANDA (2025); McKinsey & Company (2025, 2015); Boston Consulting Group (2026); Lovich, Harvard Business Review (2025). Full citations 
appear in the underlying WatsonAI white papers. 
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