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Al DOESN'T FIX
BROKEN
OPERATING
MODELS

Al IS AN AMPLIFIER BEFORE IT IS A
TRANSFORMER.
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THE TECHNOLOGY CAN WORK AND THE BUSINESS CAN STILL
LOSE

Al initiatives are often evaluated through the technology.

Did automation increase? Did processing time fall? Did productivity improve? Did the system perform as designed?
Those questions matter.

But they are not the same as asking whether the enterprise became better.

A function can become more efficient while creating cost somewhere else. An automated process can become faster while accelerating a process that should
have been redesigned. A better prediction can improve a local decision while damaging an enterprise outcome. An Al agent can achieve its objective while
creating consequences somewhere else in the system.

The technology can succeed. The enterprise can still lose.

TECHNICAL SUCCESS MEASURES ENTERPRISE SUCCESS MEASURES
* Did automation increase? e Did margin improve?

e Did processing time fall? ¢ Did customer experience improve?

¢ Did prediction improve? ¢ Did cash position strengthen?

e Did labor requirements decline? ¢ Did enterprise risk decrease?

e Did the system perform as designed? * Did competitive advantage grow?

"The question is not whether the technology worked. The question is whether the enterprise is better."

An Operator's Observation: I've seen this long before Al.

A function improves its metric. Everyone celebrates.

Then someone discovers the improvement simply moved cost, inventory, complexity, risk, or work somewhere else.
Al doesn't eliminate that problem.

It can accelerate it.
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SUCCESS.



AT AMPLIFIES THE OPERATING MODEL IT ENTERS

Al does not enter a blank organization.
It enters an existing operating model.

Existing goals. Existing incentives. Existing processes. Existing decision rights. Existing data. Existing organizational boundaries.
Existing behaviors.

It enters with existing strengths. It enters with existing dysfunction. Then Al begins accelerating them.

Al does not inherently know which enterprise tradeoffs leadership values unless those priorities, constraints, and objectives are
made explicit.

In a synchronized enterprise, amplification can compound toward enterprise value. In a fragmented enterprise, amplification can
compound toward faster functional optimization, disconnected decisions, inconsistency, and drift.
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"The same technology, applied to two different operating models, produces fundamentally different enterprise results."

The point is not that Al creates fragmentation. The fragmentation already exists. Al changes the speed and scale at which the
operating model produces outcomes.

An Operator's Observation: Before asking what Al can automate, ask what behavior the current system is already producing.

Al may produce more of it, faster.

Al IS AN AMPLIFIER BEFOREIT IS A
TRANSFORMER.



EFFICIENCY IS NOT THE SAME AS
OPTIMIZATION

One of Al's most attractive promises is efficiency.

Do more. Faster. With fewer resources.

That can create enormous value.

But efficiency and enterprise optimization are not the same thing.

Efficiency asks: How can we perform this task faster, cheaper, or with fewer resources?

Enterprise optimization asks: Should the task exist? Should it happen here? What happens upstream? What
happens downstream? What constraint does it affect? What enterprise outcome changes?

Al agents make this distinction increasingly important. An agent can become extraordinarily efficient at executing
an objective. But if that objective is disconnected from enterprise outcomes, greater efficiency can accelerate
local optimization rather than enterprise value.

SALES Al OPERATIONS Al SUPPLY CHAIN Al FINANCE Al
Optimizes revenue. Optimizes utilization. Optimizes inventory. Optimizes working
Potential tradeoffs: Potential tradeoffs: Potential tradeoffs: capital.

margin, inventory, service, flexibility, service levels, Potential tradeoffs:
delivery. responsiveness. revenue, resilience. investment, growth,

strategic flexibility.

"An agent can be extraordinarily efficient at the wrong objective."

Each objective can be rational in isolation. The enterprise still has to reconcile the tradeoffs between them. That is
not primarily an Al problem. It is an operating-model problem.

An Operator's Observation: The fastest process is not necessarily the best process.

The most efficient function is not necessarily creating the most enterprise value.

MAKING THE WRONG THING
FASTER DOESN'T MAKE IT
RIGHT.



CONTEXT CHANGES EVERYTHING

Al is extraordinarily powerful at finding patterns.
Enterprise decisions require more.

Historical patterns matter. Causal relationships matter. Current conditions matter. Constraints matter. Tradeoffs matter. New evidence matters. And their
relative importance can change as reality changes.

A decision that was right yesterday may be wrong today because the context changed.

CAUSATION
What is actually driving the CONTEXT
outcome? What is true now?

CORRELATION DECISION
What tends to happen Given what we know, what
together? should we do?

Prediction tells us what may happen. Decision-making asks what should happen next.

"A pattern is a starting point. A decision is a judgment about what is true now."

Al CAN INFORM LEADERSHIP REMAINS ACCOUNTABLE FOR
o Patterns « Enterprise objectives

e Predictions e Acceptable tradeoffs

e Scenarios « Decision authority

o Causal hypotheses e Risk tolerance

¢ Tradeoff analysis « Governance

« Decision alternatives e Qutcomes

An Operator's Observation: The best answer based on yesterday's conditions can be the wrong answer today.
Context is not noise around the decision.

Context is part of the decision.

PREDICTION TELLS US WHAT MAY
HAPPEN.

CONTEXT HELPS DETERMINE WHAT
SHOULD HAPPEN NEXT.



Al NEEDS BOUNDARIES TOO

Volume 005 established a leadership paradox:
The clearer the boundaries, the greater the freedom inside them.

People make better decentralized decisions when they understand the mission, strategy, priorities, goals, decision rights,
constraints, measures, and escalation rules.

Clarity at the center creates productive autonomy at the edge.
The same principle applies to Al.

An Al agent told simply to "maximize X" lacks enterprise context. Without understanding the operating space within which
X should be optimized, greater autonomy can produce unintended enterprise consequences.

The objective is not to constrain Al until it becomes useless. It is to provide enough enterprise context that greater
autonomy produces better enterprise outcomes.

HUMAN DECISION-MAKING AI-ENABLED DECISION-MAKING
e Mission e Enterprise objectives

e Strategy e Acceptable tradeoffs

e Goals e Accountability for outcomes

e Decision rights
e Constraints

e Measures

e Escalation rules

"Autonomy without enterprise context increases the risk of local optimization."

The parallel matters. Effective human and Al-enabled decision-making share a requirement: clarity about what the
enterprise is trying to accomplish and the operating space available to accomplish it. Autonomy without enterprise context
increases the risk of local optimization.

An Operator's Observation: We would never intentionally give an employee unlimited authority, one metric, and no
understanding of the enterprise.

We should think carefully before doing the digital equivalent.

THE CLEARER THE BOUNDARIES,

THE GREATER THE FREEDOM
INSIDE THEM.

Human or Al.



SYNCHRONIZE BEFORE YOU ACCELERATE

This is not an instruction to wait.
Perfect synchronization does not exist.
The point is more practical: know what you are accelerating.

Before scaling an Al initiative, leadership should be able to answer three questions.

WHAT ENTERPRISE
OUTCOME ARE WE TRYING
TO IMPROVE?

Not merely what task, process, or
functional metric. What enterprise
outcome? The distinction determines
whether Al creates value or simply

WHAT OPERATING BEHAVIOR
WILL Al AMPLIFY?

What goals, incentives, processes,
and decision patterns already exist
around this problem? Al can
accelerate what is there. Leadership
should know what that is before they

HOW WILL WE KNOW
WHETHER ENTERPRISE
VALUE IMPROVED?

Not merely whether the technology
worked. Not merely whether the
function improved its metric. What
changed for the enterprise?

creates activity at scale. scale it.
"Know what you are accelerating before you scale it."
Al does not need a perfect enterprise. It needs an enterprise that understands itself well enough to know where Al creates value and
where it may amplify existing disconnects.

Al can automate. Al can predict. Al can optimize. Al can increasingly act.

Leadership remains accountable for what the enterprise is trying to accomplish.

An Operator's Observation: Speed without direction is not progress.
It is faster drift.
Al SHOULD BE PART OF THE STRATEGY. Al SHOULD NOT BECOME THE STRATEGY.

Organizations should move aggressively where Al can create Technology is an enabler of enterprise strategy, not a substitute

for deciding where the enterprise will compete and how it will

enterprise value. The technology is too powerful to treat as
peripheral. win.

DON'T WAIT FOR PERFECT
ALIGNMENT.

BUT KNOW WHAT YOU'RE
ACCELERATING.

Next in Synchronize Perspective — Volume 007:
FROM PREDICTION TO DECISION

Why the next frontier of enterprise Al requires more than pattern recognition.
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