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Abstract

Generative Al (GenAl) is transforming business activities, processes and
outcomes across the industries. However, business leaders are at a crossroads
dazzled by its potential but uncertain about its real value. In this article, we
explore how business leaders can create and capture value from GenAl. Our
findings yielded a comprehensive guide to creating and capturing value from
generative Al and aligning initiatives with organizational goals. We present
the Generative Al Strategic Framework, based on two key dimensions: Al
adoption strategy and Al customization level. By evaluating these dimensions,
organizations can create strategies aligned with their goals and market
position.

Introduction

Generative Artificial Intelligence (Al) has emerged as a significant force
in transforming business activities and outcomes across industries.”* In the
recent McKinsey Global Survey on Al 65 percent of the respondents report
that their organizations have already started using generative Al. Moreover,
they also assert that cost reduction, revenue improvements, and enriched
customer experience are visible outcomes. However, another study by
Gartner Inc. reports that by 2025, organizations will abandon almost 30
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percent of the generative Al projects after the proof of concept due to unclear
business value. 4 It is not uncommon that business leaders are at a crossroads
in such a context, dazzled by its potential but uncertain about its real value.>
What are the ways by which generative Al can go along with traditional Al
projects to create tangible value? What are the strategies to integrate
generative Al into business operations that lead to measurable outcomes?

Adopting generative Al is the first stage in harnessing its potential;
however, unlocking its full potential requires more than mere adoption; it
demands strategic alignment with business objectives.® Companies
harnessing their power successfully will increase efficiency, foster
innovation, and differentiate through personalized customer experiences
and proprietary Al models, leading to long-term value creation.

Our findings are based on the study we conducted with business leaders
and senior management who are the stewards of the digital transformation
and are responsible for spearheading the transformational projects. They
included Chief Information Officers (CIOs), Chief technology Officers
(CTOs), Chief Data Officers (CDOs), Senior Vice Presidents (SVPs), Senior
Scientists (SS), and Senior Technology Vice Presidents (STVPs) at large
national and multi-national organizations. We asked them about strategic
implications that their organizations could face considering the evolving
nature of Al including GenAl initiatives. We wanted to gauge the extent that
the business leaders and senior management team view Al and GenAl
initiatives that are aligned with the business strategy of their organization;
how equipped they believe that their organization is to operationalize such
initiatives and how they are able to capture and create value.

Our research yielded a comprehensive guide to creating and capturing
value from generative Al and establishing Al initiatives aligned with
organizational goals. Besides, we introduce a strategic Al management
framework to help guide companies in the adoption process based on the
degree of customization and the scale of Al implementation. We propose
practical steps organizations can take to create and capture value through
generative Al

The Value Creation Potential of Generative Al

The BCG survey? of 1,000 companies worldwide reports that only 4
percent of the companies can generate substantial value. However, 74
percent have not shown any tangible value from using Al. However,
extracting its maximal value depends on aligning organizational goals in
integrating it with traditional Al. For example, organizations use generative
Al to analyze large amounts of text, model scenarios, and develop creative
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content and code.®? In contrast, traditional Al is used in decision-making,
forecasting, and optimization.

We found that business leaders and senior management are actively
participating in the sense making activities and are in the early stage of both
exploration and exploitation stage. During the exploration stage, they are
experimenting with the GenAl use cases that help them to streamline their
processes and activities; and also converge into the effective and efficient
outcome. On the other side, they are exploiting the Al activities to strengthen
the Al strategy. This culmination of exploration-exploitation activities are
significant in providing the distinct advantage. For example, we found that
the majority of the organizations are using GenAl exploration in focusing on
improving operational efficiency, accelerating research and development
processes, and deepening personalization services. While these
advancements present significant opportunities, fully capturing their
potential requires businesses to strategically implement Al systems that align
with specific organizational objectives and industry challenges.

Enhancing Operational Efficiency

Organizations are swiftly focusing on tasks that could achieve operational
efficiency. Generative Al has become an invaluable tool for
improving operational efficiency by automating repetitive, time-consuming
tasks, freeing up employees to focus on higher-value work. Organizations can
use generative Al to realign the organizational functions, processes, and
resources and significantly reduce the time needed to build and market their
products by streamlining code and content processes. Scholalrs in their
research, argued that it “automates conversations with customers and
quickly generates highly accurate natural language responses to user queries,
generates new leads, increases sales, and identifies areas for product or
service improvements.”°

Across industries, it is increasingly being used to streamline productivity
in functions ranging from customer service to supply chain management.
For example, we found that the organizations with the frontline customer-
oriented services have operationalized generative Al-
powered chatbots which transform customer service by managing high
volumes of inquiries. These systems simultaneously handle routine tasks,
improving response  times, target specific inquiries and customer
satisfaction. This helps human agents to focus on more complex customer
concerns, leading to significant cost savings and operational improvements.
A Chief Digital Officer (CDO) we interviewed reflected on this impact:
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“Generative Al allowed our least-experienced agents to perform much
better by providing real-time suggestions... overall productivity increased
by 35%... enabling us to reduce training time and onboarding costs
significantly.”

Our respondents have also specified that inclusion of generative Al in
their Al strategy has impact extends beyond customer service. We argue that
due to the inherent nature of generative Al as a multipurpose technology the
business leaders have now more levy in experimenting it in various use cases.
For example, marketing teams now rely on their decisions of content
creation, whether for advertisements, social media posts, or other digital
content through generative Al. By leveraging generative Al's capabilities to
produce text and visuals quickly, businesses reduce the time spent on manual
content creation. Similarly, in financial operations, that traditionally require
extensive lots of manual operations now have been shifted towards
generative Al for creating reports and detecting anomalies helping in
reducing human error and accelerating decision-making. Even business
leaders could develop complex business scenarios to develop effective
strategies for supply chain management that help them forecast demand,
optimize inventory, and improve logistics. Even supply-chain solutions are
enhanced by using generative Al in crafting customs forms, invoices,
contracts and compliance documents. Besides, non-technical users are
garnering benefits by interacting with generative Al to get more insights and
strategize their planning. For example, now it has become easy to find out
“suppliers at risk due to certain events” by interacting with generative Al fine-
tuned with the propriety data.

Accelerating Innovation and Research & Development

Organizations can advance the innovation process by using generative Al
and traditional Al. For example, by automating aspects of research and
development, generative Al enables companies to discover state-of-the-art,
experiment rapidly, reduce time-to-market for new products, and stay ahead
of competitors. Generative Al can enhance the community workspace and
creative collaboration. For example, employees can improve their
sensemaking by gathering insights from Generative Al on emerging market
trends and patterns in the competitive space and identify potential areas for
innovation.? Besides, they can rapidly discuss the ideas and experiment with
the prototypes." Patent search and categorization have become easy as such
organizations can enhance their idea to implementation innovation lifecycle.
Pfizer has developed its own generative Al platform, “VOX”, leveraging it to
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accelerate the discovery of novel treatment targets, create initial drafts of
patent applications, and streamline marketing content creation.”

This strengthens the flexibility and risk appetite to explore innovative
solutions that reduces both time-to-market and costs. A Senior Technology
VP shared how Al accelerated their operations:

“We are at the cusp of deploying [generative] Al in multiple domains...
within the project planning, design, and operationalization process... Al will
help us achieve business excellence by making smarter and faster
decisions.”

Recent study demonstrates that Al adoption for R&D has resulted
organizations exhibiting competitiveness as they approach into a30%
reduction in development costs and a 40% decrease in time-to-market.®
However, as businesses invest in developing customizable models by
pumping their propriety data to the worlds view they can differentiate
themselves and offer specific advantages in innovation cycles. Even in
situations of high-stake research, for example pharmaceutical research,
where innovation demands processing and identifying impactful patterns
and insights covering enormous and complex data, use of Al results into
faster experimentation that reduces risk and increases the likelihood of
breakthrough innovations.

Personalization at Scale

Generative Al’s ability to analyze vast datasets enables businesses to offer
highly personalized experiences, enhancing customer engagement and
loyalty.>* While many organizations in the consumer industry utilize
traditional Al for personalized product recommendations, they increasingly
leverage generative Al to design tailored marketing campaigns, enabling
deeper and more meaningful customer engagement. For example, JPMorgan
Chase reports'>'® showcase sweeping improvements between 50 percent and
250 percent in higher engagements and conversion rates using Persado’s Al-
based NLG platform in customer acquisition, customer value, and digital
servicing. By delivering personalized content at scale, organizations can
increase conversion rates, deepen customer relationships, and drive long-
term growth.

Generative Al’s is breaking the traditional boundaries of the system and
process in engaging with customers as it overcomes their limitations of
monotonic tone, structured content and weak interactions. Generative Al
help organizations to develop variety of personas at scale and simulate in
real-time the impact of personalized recommendations and behaviors. This
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enables and empowers organizations not to just take faster and responsible
decisions but be more aligned towards individual requirements. Such
personal recommendations and interactions are becoming the norm.
Moreover, investing in personalization through proprietary Al models offers
a sustainable competitive advantage by deepening customer relationships at
scale. A CTO described Al's impact on their customer engagement:

“...with [Gen] Al we were able to personalize customer communications at
a scale we hadn’t thought possible before... the customized content has
improved customer engagement and satisfaction rates significantly.”

Strategic Value Capture: Aligning Generative Al with Business
Objectives

Even though the value creation using generative Al is now evident,
capturing value needs a deliberate strategy and alignment with business
goals. Here are vital considerations for ensuring Al initiatives lead to
measurable outcomes.

Align Al Initiatives with Measurable Key Performance Indicators
(KPIs)

Organizations need to rethink using the traditional KPIs to catch up in
tracking and monitoring progress, aligning people and processes, prioritizing
resources, and enforcing and advancing responsibility and accountability.
KPIs that are driven through Al initiatives will be the sources and not just the
measures of strategic differentiation and value creation and capture. For
example, online furniture retail Wayfair used Al to re-examine the lost-sales
KPI and shift it from item-based lost sales in response to the price change to
category-based sales retention. Most effective Al projects, including
generative Al, are directly tied to core business, such as revenue growth, cost
reduction, and customer satisfaction. Organizations can focus their Al efforts
on areas with the highest impact by setting clear objectives. Besides, with
generative Al, business leaders now have the opportunity to generate
counterintuitive and counterfactual scenarios for financial or inventory
planning and enhance their decision-making and collaboration. Linking Al
initiatives to specific, measurable outcomes ensures that investments
translate into tangible business results.

Invest in Proprietary Al for Competitive Advantage

The democratization of generative Al foundational models on public data
has left organizations with limited choices to gain a competitive advantage."”
Besides, one needs to examine the criticality of using unstructured data,
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which accounts for almost 70% of the enterprise, but most organizations
(58%) use primarily structured data and very limited unstructured and
synthetic data.”” While off-the-shelf or open Al models offer a quick entry
point, developing proprietary Al systems can provide long-term competitive
differentiation. For example, Bloomberg develops its 50-billion parameter
large proprietary large language model (LLM) for the financial industry.®
Custom models tailored to unique business needs are more complex for
competitors to replicate and can become valuable intellectual property.
Investing in proprietary Al enhances innovation and builds barriers to entry
for competitors.

Implement Robust Governance for Responsible Al Use

The adoption of generative Al and its usage is not untouched by the risks
such as data privacy and security, algorithmic bias, hallucinations, fake
content, and over-reliance on such systems.” As organizations scale Al across
multiple  functions, the need forrobust risk management
frameworks becomes critical so that its usage becomes responsible. Failure
to prioritize data privacy may result in regulatory penalties, reputational
damage, and loss of customer trust. One of the respondents, a Chief Data
Officer, described their approach to mitigating data privacy risks:

“We have put in place strict data governance policies...using gen Al we
develop portfolio of scenarios and their consequences both the intended and
unintended to ensure that any [Gen] AI models we use comply with privacy
requlations... This includes anonymizing data and ensuring that customer
information is not exposed or mishandled.”

A robust governance framework is essential to mitigate these risks and
ensure ethical, transparent, and reliable Al systems. OpenAl upon its release
of the GPT-4 model, advocates that it is 82% less likely to generate “improper”
requests than its predecessors. Organizations must assess their placement in
the regulated environment and evaluate their risk tolerance capability.2® For
example, JPMorgan Chase equates “successful Al as responsible AI” and
further emphasizes fostering a robust governance system and compliance.
Select use cases where risk tolerance is high. By proactively managing ethical
considerations, businesses protect their reputation, comply with regulations,
and maintain stakeholder trust.
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The Generative Al Strategic Framework: A Roadmap for Successful
Adoption

Implementing generative Al enterprise-wide is a multifaceted endeavor
requiring a strategic approach tailored to an organization’s needs, resources,
and objectives. To guide leaders through this complexity, we present the
Generative Al Strategic Framework, which encompasses two critical
dimensions:

o Al Adoption Strategy: It deals with the pace and extent of generative
Al integration (including traditional AI) within the organization.
Here, organizations have two significant choices: they may adopt a
cautious, gradual approach or go for a big-bang adoption.

e Al Customization Level: At this point, organizations can optimize
and tailor it to the degree to which Al solutions are aligned to unique
business needs. Not many organizations can afford to build an entirely
new generative Al model, which can be cost-prohibitive and risky.
However, they may use established and ready models or build task-
specific, organization-specific traditional Al models, which are
smaller and cheaper. The key is the level and degree of the
customization - off-the-shelf or proprietary.

Figure 1. Strategic Framework
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By analyzing these dimensions, organizations can develop a nuanced
strategy that aligns with their goals and market position. Our framework
outlines four strategic approaches based on the combination of adoption
strategy and Al customization level (see Figure 1).

Scalable efficiency (Gradual adoption and Off-the-Shelf AI models)

Organizations that are new to the Al space and have little appetite for the
risks could engage in its gradual adoption by leveraging off-the-shelf models.
Collaboration between the business teams elaborating on the use case
requirements and technical teams providing support to operationalize the
models is essential. Checking the feasibility, practicality, and measured
outcomes and targeting less risky and profitable use cases enable
organizations to scale gradually. For example, marketing and
communication can be prominent use cases where generative Al brings
productivity, variety, content velocity, and engagement. Businesses need to
ensure they communicate clearly and appropriately regarding Al-generated
content used. This strategy allows for rapid implementation with minimal
disruption and provides immediate operational improvements. It also lays
the foundation for future Al expansion.

Strategic differentiation (Gradual adoption and Proprietary Al
models)

Strategic differentiation is key for every business to attain and sustain a
competitive advantage. Businesses seeking long-term competitive advantage
can take a path to develop proprietary Al for specialized R&D and then scale
over time. It offers strategic control and differentiation through custom Al
models. Still, it requires significant investment and R&D. While gradually
scaling up, fine-tune off-the-shelf generative Al models to suit the
organization's needs. As outcomes become evident, repeat and expand Al
adoption.

Rapid transformation (Big Bang adoption and Off-the-Shelf Al
models)

Organizations can move forward with fast-track rapid transformation by
aligning business teams who can map use case requirements across all
functions with off-the-shelf solutions. Consider onboarding champions who
can rapidly scale up the task. As off-the-shelf solutions rely on pre-built
models with less customization over the period, those may be limited to long-
term differentiation. While deploying the solutions for rapid transformation,
ensure consistency across all the functional areas.
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Customization for market leadership (Big Bang adoption and
Proprietary AI models)

Become market leaders by inducing proprietary models in every business
function. Make them the DNA of the organization. Incorporate risk-tiered
and investment-proof approaches to operationalize use cases. Allocate
substantial resources for development and talent acquisition. Integrate
proprietary Al into every aspect of operations for competitive differentiation.
It delivers complete control and customization, allowing organizations to
maintain leadership, but it requires significant investment in proprietary
systems and talent.

Table 1 summarizes strategic approaches to generative Al Adoption

Critical Success Factors Across Strategies

Regardless of the chosen path, organizations should consider the

following factors:

e Leadership Commitment: Onboarding executive sponsorship and
leadership is crucial for driving Al initiatives and fostering a culture of
innovation.

o Talent and Skills: Investing in Al expertise by upskilling existing
employees or hiring specialists is vital.

o Data Readiness: High-quality, accessible data is the lifeblood of Al.
Organizations must ensure their data infrastructure (e.g., structured,
unstructured, and synthetic data pipelines) is robust. Identify and
operationalize the quality and workflow process for sourcing, staging,
processing, analyzing, and consuming data.

o Ethical Considerations: Implementing strong governance to
manage ethical risks, including bias and privacy concerns, is non-
negotiable.

o Continuous Learning: Al strategies should be adaptable,
incorporating feedback and evolving with technological
advancements.
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Final Remarks

Success with generative Al requires a strategic approach, and
organizations must align Al with their core business goals. The strategic
framework outlined in this article serves as a blueprint for aligning Al
adoption with business goals. Dimensions of adoption and customization
enable organizations and business leaders to charter their roadmap. Whether
they start small and scale gradually or roll out generative Al at scale, the key
to success lies in strategic alignment, use case evaluation and prioritization,
careful planning, and continuous iteration. For business leaders, now is the
time for scale up experiments and expanding with generative Al.
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