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Al Here
and Now

Letter From the Editor

Enterprise leaders cannot ignore generative Al because
their rivals won’t. As the hype swirls — will it save untold
hours of work? will it end life as we know it? — only one
thing is clear: It won’t go away.

Nearly half of more than 2,500 executives we polled said
they have been planning to spend more on Al of all kinds
since ChatGPT rolled out in late 2022. And separately,
dozens of executives have told us in conversations

that they want to move faster than they did on past

Al initiatives and get something into production

within a year.

Their biggest question: What steps must we take over the
next 12 months so we don’t have to play catchup for years
to come — while protecting against pitfalls known and
unknown?

This issue of Gartner Business Quarterly will help you
act now. It’'s packed with use cases along with guidance
for considering investments, enticing customers, and
rethinking your talent strategy. Just as importantly,
you’ll find analysis of very real dangers ahead, some
that have hit the headlines and some that have not.

Our article on balancing the environmental impact of GenAl
encapsulates our practical perspective. Dream big: use these
applications to suggest sustainable materials, markets and
design. Minimize the negative: Consider so-called composite
Al, which uses knowledge graphs and causal networks for
optimal e iciency — tamping down the models’ voracious
appetite for energy. And buy clean power where you can.

Company tactics come from ABB and HP Inc., while
important context emerges in our Q&A interviews with
EU lawmaker Dragos Tudorache and decision-making
experts Daniel Kahneman and Olivier Sibony.

GBQ helps you and your team align with others and
reach peak e ectiveness, so your enterprise can achieve
its goals, be bold and principled, and bring employees,
investors and the public along for the ride.

Our standing departments keep you up to speed — Cutting
Edge is a look at provocative new data; Briefs o er short
takes about smarter spending and planning, talent and
culture, growth and innovation, and data and technology.

We welcome your feedback. Please contact me at
judy.pasternak@gartner.com.

— Judy Pasternak
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I The Cutting Edge 2023 I

Power Shifts Among Nations Prompt CEOs to Adapt Strategic Priorities
The actions they are taking depend on whether they believe global trade
is continuing much as it has or whether they see a reconfiguration.

Response Strategies by CEOs’ Views of Globalization Scenarios
Percentage of Respondents (Multiple Responses Allowed)

Changing the Mix of Geographic 51% | Reglobalization
Sources We Rely on to Supply Us (n=250)
50% M Continuing
Making Supply Chains More Resilient o P alibg)azh)zatlon
Changing the Mix of Geographic 48% o) g_tatijo‘fticallty
Markets We Rely on Selling Into D'igr;'r(';r:]i';s

0
Making Supply Chains More Optimized 44%

Friend-Shoring, Reshoring,
Onshoring Key Operating Activities

No Changes

n varies
Q. What kind of changes, if any, are you making in response to continuing globalization/reglobalization/
slowbalization or deglobalization?

Source: 2023 Gartner CEO and Senior Business Executive Survey
Note: Respondents could choose from the following scenarios on globalization: globalization is continuing but changing,

as power shifts between major nations (reglobalization); globalization is slowing down (slowbalization); globalization is
continuing much the same as it has for decades; and globalization is reversing (deglobalization).
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When Making a Strategic Pivot, Involving ERM Boosts the Chance of Success
Enterprise risk management teams can discuss relevant risk information, run scenario
planning workshops, and map out and review the disruption response plans.

Impact of Consulting ERM on Strategic Pivot Outcomes
Percentage of Respondents Selecting

Respondents who consult ERM
/ are 19% more likely to achieve
intended pivot objectives.

62%

Did Not Consult ERM

Consulted ERM

n = 250 respondents

Q: What actions did you take that involved the risk and assurance functions: | consulted my organization's ERM team.
State your agreement with the following statements about the pivot, in retrospect: The pivot fully achieved its intended
objectives

Source: 2021 Gartner Resilience Survey

Note: Correlation is significant at the 0.01 level
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I The Cutting Edge 2023 I

Despite Reports of ESG Backlash, Business Leaders Have Increased Commitments
Almost three-quarters (72%) say they are building out their programs.

Business Leaders Who Report Increased

ESG Commitments

Across the Past 12 Months

By Percentage

n =206
Source: Gartner 2023 ESG Goal-Setting Survey

GC-Cited Examples of Increasing ESG
Commitments at their Organizations

/o Bringing on dedicated FTEs
&

in ESG-specific roles

++%  Increased ESG funding and/or
establishing a dedicated ESG
budget

P,qQ| Establishing ESG committees
and/or working groups

@ Issuing the organization’s
first ESG report

UE Investing in Board ESG education
ik Creating internal ESG intranet

1" sites to communicate and
solicit feedback

Source: Gartner
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I The Cutting Edge 2023 I

Nearly Half of Organizations Use Biometric Verification

Companies are turning to biometric verification just as more jurisdictions plan

to regulate it. To manage this risk, legal and privacy should work with information
security and the functions using biometrics to check how data will be stored and
protected, and how consent will be obtained.

Does Your Organization Use Biometric Verification?

48%

_ 5% for customers only

12% for customers and employees

28% for employees only

No Yes

n=>58
Source: Poll from Privacy Strategy and Operations: Improving Privacy Metrics Webinar, 16 February 2023
Note: 7% Don't Know
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Even Top Performers Struggle With Feelings of Futility About Doing ‘Enough’
Your top people need performance confirmation, not just conversation. Make sure you
reward and recognize great achievements in real time to keep employees motivated.

Prevalence of High Futility by Recent Performance Rating
Percentage of Employees Experiencing High Futility

Futility

« “| feel anxious about whether | am performing”
U * “Reaching high performance feels hopeless”

* “Someone will always do more than me”

Does Not Meet Expectations 33%
Partially Meets Expectations
Meets Expectations

Exceeds Expectations

Far Exceeds Expectations

n = 2,118 remote-capable employees who received a recent performance rating
Source: 2023 Gartner Achieving High Performance Employee Survey
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I The Cutting Edge 2023 I

Only Half of Boards Are E ective — But the GC Can Help

While boards face a host of challenges — whether it’'s increased regulatory action,
heightened cybersecurity risk, or rising geopolitical tensions — there’s clearly room
for improvement.

Percent of Organizations With E ective Boards
Percent of Respondents Scoring an Average =6 on the 7-Point Board E ectiveness Index?

50% 50%
Don’t Have Have E ective
E ective Boards Boards

n=92
Source: 2023 Gartner Corporate Governance and Board Management Benchmark Survey
2Board E ectiveness Index combines Executive Accountability and Board Oversight of Strategy and Risk.

== Table of Contents

Three Steps to Improve Board Operations

When general counsel take steps to make the board more e ective, they play a big
role in helping companies navigate an ever-shifting web of economic, social and
geopolitical pressures.

Maximum Impact of Each Factor on Board E ectiveness

53%

24%
17%

Information Access Meeting
and Quality Coordination

Director Quality and
Social Dynamics

n=92

R? = 55%
Source: 2023 Gartner Corporate Governance and Board Management Diagnostic Survey
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Balance the Environmental Perils
and Promises of Generative Al

by Kristin Moyer, Sarah Watt and Pieter den Hamer

Generative Al consumes a lot of electricity and water. The
technology can accelerate positive sustainability and financial
outcomes, but executive leaders need to be selective about
use cases to make sure they are doing more good than harm.

:= Table of Contents
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The rapid adoption of ChatGPT and similar
general-purpose tools has elevated

the negative environmental impacts of
generative Al from an insider topic to an
Immediate concern for executive leaders.
Plenty of seemingly sustainable use cases
powered by this emerging technology
will do more harm than good in terms

of greenhouse gas (GHG) emissions

and electricity and water consumption.
But generative Al is not automatically

or entirely bad news for sustainability.

For example, Orbital Materials, a UK-based startup,
Is seeking to apply it to accelerate the development
of clean energy technologies.!

If used in the right way and with human oversight,
generative Al can potentially help companies mitigate
sustainability risk, optimize costs and drive growth.
Executive leaders should balance the perils and promises
of this technology by simultaneously:

* Recognizing and reducing generative Al’'s energy footprint

* Identifying, evaluating and prioritizing its environmental
sustainability use cases

== Table of Contents

Recognize That Tech Has
a Consumption Problem

Generative Al relies on huge models trained with massive
amounts of data, making it thirsty for cooling water and
hungry for electricity. In some cases, the technology can
consume vast quantities of both. Electricity-related GHG
emissions will decline in the long term, as the generation
capacity of renewable energy grows. However, more
powerful generative Al models will likely require increased
computing capabilities.

The problem of tech-related electricity and water
consumption goes well beyond generative Al. Information
and communications technology (ICT) consumes less
than 1% of global electricity today, but it is forecast to use
6.4% of total output by the end of the decade.?3* If new
power-hungry technologies scale quickly, ICT energy
consumption could be even higher.

By 2030, 75% of ClOs will experience electricity
constraints.® For example, Singapore “implicitly imposed”
a moratorium on building new data centers in 2019 (but
lifted it in 2022).5" The Dutch government tightened rules
for hyperscale data centers in 2022.2 As the needs of
technology and society compete more intensely with each
other, CIOs do not want to be caught in the position of
vying with local communities for finite resources.

Reduce Generative Al’s Energy Footprint

Executive leaders can make their organization’s generative
Al more environmentally friendly by leading e orts to:

* Make itas e icientasthe human brain. One of the
reasons the brain is so energy-e icient is that it organizes
knowledge in network structures. Consider adopting
so-called composite Al, which uses similar techniques
such as knowledge graphs, causal networks and other
symbolic representations to complement the current
brute force, deep learning method.

* Putiton an electricity and water diet. Monitor
energy consumption during machine learning.
Improve awareness across the company about Al’s
environmental footprint. Stop training Al as soon as
Improvements flatten out and no longer justify the costs
of continuing. Keep data for model training local, but
share improvements at a central level; this federated
machine learning reduces electricity consumption and
bolsters data privacy. Reuse models that have already
been trained, contextualizing them if needed. Use more
energy-e icient hardware and networking equipment.
Balance “follow the sun” data center workloads (which
are better for clean energy production) with “unfollow
the sun” measures (which are better for water e iciency).

Gartner Business Quarterly 3Q23 | 11



* Runitinthe right place and at the right time. When and where a generative Al workload

happens matters. The carbon intensity of the local energy supply varies by country,
generating authority, time of day, weather conditions, transfer agreements, fuel supply

and other factors. Best practice is to use energy-aware job scheduling for generative Al,

along with carbon tracking and forecasting services to reduce related emissions.

* Aim to buy new clean power where you plan to consume it. Not all renewable electricity

purchases are equal. Buying renewable energy certificates (RECs), which reduce or

o0 set GHG emissions, does not guarantee that the clean energy was actually consumed

or that any new renewable power generation capacity was built to match increasing
demand. Power purchase agreements (PPAs) can help but are not always available.
The Greenhouse Gas Protocol, a global standard-setting body, is considering requiring
companies to provide more detailed analysis of clean power by location, time of day
or both.®

Until then, executives should procure PPAs when possible, or source RECs from recently
commissioned projects (thus adding new renewable energy to the grid) from the region
where their company will consume the electricity. For example, IBM,*°® Walmart" and
Salesforce'? have policies to purchase renewable energy generated in the same grid
region as they consume it and/or to add new clean power to the system.

== Table of Contents

Identify Potential Environmental Sustainability Use Cases

We picked out valuable examples of generative Al use cases that will accelerate
environmental sustainability by mitigating risks, optimizing costs or driving growth.
We then developed descriptions of each that incorporated some suggestions from
ChatGPT. We found that the tool frequently overestimated its abilities but that we
underestimated its potential.

Mitigate Risks

* Comply with regulations. Generative Al can identify relevant sustainability laws,
standards, directives and reporting requirements, including updates over time. It can
interpret complex regulatory language and provide explanations in simpler terms.
Generative Al can develop an action plan to achieve compliance, including insights
on how to establish internal controls and auditing. It can develop training materials
to educate employees on specific regulations.

* Avoid stranded assets. Generative Al can identify trends, regulations and technology
disruption that increase the risk of stranded assets.

* Develop organizational sustainability policies. Generative Al can help employees
identify sustainability policy best practices; develop a framework for such policies;
and draft statements, guidelines, procedures and protocols.

» Develop sustainability KPIs. Generative Al can help identify key performance
indicators to evaluate sustainability e orts and progress.

Gartner Business Quarterly 3Q23 | 12



Optimize Costs

» Supportdecision making. Generative Al can analyze internal sustainability data and
identify patterns, trends, areas for improvement, feasibility, risks and benchmarks that
support decision making. It can provide insight into how organizational decisions will
Impact sustainability and forecast likely future performance. Enterprises can therefore
plan and select optimal pathways to reach GHG emissions reduction goals.

Improve corporate sustainability communications. Generative Al can generate press
releases, website content, articles, social media posts and campaigns, blogs, and
external and internal communications on sustainability. It can suggest key messages
and best practices for conveying information. ChatGPT can develop frequently asked
questions and answers.

Engage supply chain partners. Generative Al can develop criteria for supplier
assessment, create a code of conduct, suggest engagement strategies, develop
training content, provide suggestions for incentives and corrective actions, and answer
questions.

Train employees. Generative Al can develop employee training materials, create

sustainability awareness communications, provide insight on sustainable work practices,

explain sustainability concepts, answer employee questions and support learning by
recommending materials and courses.

Embed generative Al in products to make them more sustainable. Generative Al can
suggest sustainable product uses to customers by automating reply generation, using
the right response tone and gamifying the customer experience through rewards.

== Table of Contents

Drive Growth

* Discover alternative resources and materials. Generative Al can provide suggestions

for sustainable substitutes for conventional inputs; insights on technological innovation
such as nanomaterials; and information on availability, performance and environmental
Impact.

Support sustainable product development. Generative Al can help with new,
sustainable product ideation and insights on its viability; market research on trends;
suggestions on prototyping; sustainable design principles; information on patents,
trademarks or copyrights; competitive analysis; and pricing advice.

Leverage generative design for buildings, parts and products. Generative Al can
suggest alternative design approaches, and parameter and constraint options, as well
as provide insight on design strengths and weaknesses.

Accelerate sustainability innovation. Generative Al can support ideation, opportunity
assessment, risk and compliance mitigation, and business case development.

Gartner Business Quarterly 3Q23 | 13



Evaluate the Positive and Negative
Impacts

Executive leaders weighing generative Al use cases
for sustainability should analyze their:

» Business value — Financial and sustainability benefits,
as well as feasibility (the level of di iculty and cost to
implement the use case)

* Negative environmental impact — As measured by
GHG emissions and electricity and water consumption

We evaluated sustainability use cases, employing general-
purpose generative Al tools (such as ChatGPT) based

on a combination of primary and secondary research,
proprietary data and analyst experience (see Figure 1).

== Table of Contents

»» Figure 1. Analysis of Generative Al Use-Case Examples

Higher . c O @ O Lower

Business Value

Negative

Financial  Sustainability Feasibility Environmental
Value Value Impact
% Comply with regulations ) ® 9 ®
Avoid stranded assets 4 ) 9 ® ®
_g Develop organizational sustainability policies [ D) G 9 O
= Develop sustainability KPIs () O o O
@ | Support decision making 9 () ) [ )
é Improve corporate sustainability communications O O O O
I Engage supply chain partners 4 ) o D) )
'%_ Train employees ) 4 ) 9 )
O Embed GenAl in products to make them more sustainable 4 ] 4 ™ 9
£ | Discover alternative resources and materials ® ® [ D) G
§ Support sustainable product development 4 ] ® O G
O Leverage generative design (buildings, parts, products) ® ® (D) ([ D)
Q| Accelerate sustainability innovation 4 ] O (D) ([ D)

Source: Gartner
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Prioritize Your Investments »» Figure 2. Prioritization of Generative Al Use-Case Examples

. . . @ Mitigate Risks @ Optimize Costs @ Drive Growth
Based on this assessment, executive leaders should categorize

generative Al use cases into three levels of priority (see Figure 2):

Higher |

. ) i ) Do Not | Reduce Risk and I N
* Invest now — Act immediately to advance use cases that will drive o Notinvest Energy Use First nvest Now

business value with a relatively low negative environmental impact.

« Reduce risk and energy use first — Lower intellectual property Discover —® @ Leverage Develop
and proprietary data risk and/or improve the energy e iciency >~ alternative generative sustainability
of generative Al before proceeding = resources and  design KPls Develop
' 2 materials Avoid organizational
* Do not invest — Avoid use cases that could damage business § Train ® Engage supply stranded sustainability
value or the environment. = employees. ~ Chain partners assets \. ./IO0||C|eS
5 ® Accelerate
Generative Al can help organizations accelerate positive sustainability ® 2up_p_ort sustainability
outcomes, provided they leverage only those use cases that create g meaiisnlgn innovation Comply with
more value than they destroy. 0 Support regulations
o) sustainable
= roduct
@ Embed GenAl P
m

in products to development

make them more
Improve corporate sustainable

@ sustainability
communications

! DeepMind Alum Wants to Use Al to Speed the Development of Green Materials, Bloomberg.
2The Decadal Plan for Semiconductors, Semiconductor Research Corporation.

3 World Energy Outlook 2022 — Stated Policies Scenario, International Energy Agency.

4 Maverick Research: Net Zero Will Stall Tech Growth and Innovation.

5 Gartner prediction based on Semiconductor Research Corporation’s Decadal Plan Update
and the International Energy Agency’s World Energy Outlook 2022 — Stated Policies Scenario.

6 Singapore Hits Pause on Building New Data Centres; Short-Term Rents Up, The Business Times.
" Singapore Authorities Invite Applications for New Data Centers, DCD.

8 Dutch Call a Halt to New Massive Data Centres, While Rules Are Worked Out, DutchNews.

® Survey on Need for GHG Protocol Corporate Standards and Guidance Updates, Greenhouse Gas Protocol. Source: Gartner
Energy and Climate, IBM.

1Climate Change, Walmart.

2Inside Salesforce’s Clean Energy and Carbon Programs, Salesforce.

Higher Lower
Negative Environmental Impact (Electricity and Water Use)
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The Whiteboard:

Big Questions About How
to Invest In Generative Al

by Van Baker, Erick Brethenoux and Arun Chandrasekaran

Contributions by Je Cribbs, Meg Day, Ellen Eichhorn, Dennis P. Gannon, Dan Gottlieb, Robert Hetu,
Grant Faulkner Nelson, Pedro Pacheco, Eser Rizaoglu, Moutusi Sau, Steve Shapiro, Tony Sheehan,
Jasleen Kaur Sindhu, Lauren Smith, Marco Steecker, Noha Tohamy and Shubhangi Yadav
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Suddenly, executives
recognize how easily they can
take advantage of the most
disruptive set of technologies
and capabilities to hit the
global market in decades.

But don’t get carried away
by the hype surrounding
generative Al. Concentrate
on practicalities such as use
cases, cost and vendors.

Let’s head to the whiteboard
and sketch out how
organizations can make

smart moves as they pilot

and scale their initiatives. —

== Table of Contents
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»» Current Phase of Generative Al
Percentage of Respondents

70%

19% are currently piloting
or producing generative Al.

15% 10%

Investigation  Piloting Production  None of the
(Exploration) Mode Mode Above or Not

Mode Applicable
n=2544

Source: Beyond the Hype: Enterprise Impact of ChatGPT and Generative Al
Webinar Polls; 30 March and 21 April 2023
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What new questions must we ask about possible investments?

L Impact ) L Process & Infrastructure ) L Governance )
— N .
i on: How might the : Stakeholders: Who is : —
V‘S‘ggi“tjes created by ) likeliest to be impacted? : Protection'-
ca e ! . : .
G (fn Al impact our strategy ; : + How will we "
. P : . rietary
: ; s will we : safeguard prop
Processes: Which one : > sensitive data?

need to transform or create? |
« What disclosures will

I . .
Benefits: What new : p—— : we need to make?
opportunities and : System architecture. :
capabilities will it present? : How will we train GenAl tOe )
: leverage our infrastructure: :
: Prevention:
— . —— . .
Objective: What are we : Data: What data is available to i © Wino 192 EEEEtEl e
trying to gain by applying : feed into GenAl? How much is for GenAl’s outputs, and to
It to this problem? : there? Does it have su icient what degree?
depth (i.e., metadata)? :« What governance structures
. . will we need to detect and
) — : — . respond when it acts in Image generated using DALL-E, https://openai.com/dall-e-2.
Adoption: How will sta : Skills: What skills are required to : unexpected ways?
react to its use? . jterate and collaborate with this tool?

.
.
° .
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4 Decisions to Make When
Creating a Generative Al Policy

by Laura Cohn, Stuart Strome, Anthony Mullen, Avivah Litan and Lauren Kornutick

Corporate leaders have been grappling in 2023
with how to manage workplace use of generative
Al applications such as ChatGPT and Bard.

Though some of the most prominent voices in generative Al development
have warned that these products need close oversight and regulation, that
task for now falls to the general counsel and C-suite colleagues who will
lead implementation or use of the new technologies.?

Government requirements do loom on the horizon — the European Union,
China, the U.S., the U.K. and Canada are all working on rules and guidance
now. Having policies in place will also prepare your enterprise for whatever
measures authorities enact in the future.

== Table of Contents

Based on our analysis of Al policies already instituted by companies and
city governments, the GC should direct organizations to consider the
following questions before establishing a policy:

1. What is our risk tolerance for use of generative Al?

2. What restrictions should we put in place to mitigate risks — and how
will those di er for publicly available applications (such as OpenAl’s
ChatGPT) versus generative Al models tailored to our business needs?

3. Who has the authority to make decisions on generative Al use?

4. What information do we have to share, and with whom?
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Prepare for Al Regulation by

Addressing 4 Critical Areas

by Laura Cohn

with contributions from Dan Essig, Mike Fang, Melissa Ruiz Hernandez, Lauren Kornutick, Anthony Mullen, Sandy Shen and Stuart Strome

Even before large language models (LLMSs)
took the world by storm, the number of
enterprises deploying Al was on the rise.
But the public launch of ChatGPT and
other LLM applications catalyzed both Al
investment and global regulatory e orts.

The general counsel (GC) can prepare senior leaders

and the board even as the rules come into focus. A close
reading of proposed and new regulations and guidance

— in the EU, Canada, China, the U.S. and the U.K. — reveals
shared underlying principles. The GC can help organizations
develop corporate Al strategy by prioritizing them.

== Table of Contents

Although lawyers specializing in privacy, cybersecurity
and Al told us the rules in the EU and Canada may not
take e ect until at least 2025, considering what is under
discussion now will prevent companies from running into
trouble with regulators later. China announced in July that
interim regulations will take e ect on 15 August, 2023.2

Two of those proposals contain fines for noncompliance;
maximum penalties in the EU’s proposed Al law exceed
the attention-grabbing fines in the bloc’s General Data
Protection Regulation (GDPR). Even if authorities don’t
impose the highest possible fines, companies need
defensible Al oversight and risk management that enable
innovation and experimentation.

EU Regulation May Influence Others

The EU’s proposed Al law, first put forward in April 2021
and still under discussion, builds on the GDPR. Like that
regulation, lawyers and business leaders expect it to
become a roadmap for other countries to follow.34:56
Elsewhere, Canada is weighing the Artificial Intelligence
and Data Act (AIDA), and China has interim rules for
generative Al."8° Both the U.S. and the U.K., meanwhile,
have issued guidance in the form of Al white papers
(see Figure 1).1o4
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Al Systems ‘Need
a Moral Compass’

A Q&A With Dragos Tudorache, Co-Architect of the EU’s Al Act
by Laura Cohn
















Generative Al WIll A ect
Information Security (and CISOs)

by Jeremy D’Hoinne, Avivah Litan and Peter Firstbrook

The cyber security impacts of a flood of experiments with ChatGPT and
large language models (LLMs) will require chief information security o icers
(CISOs) to move quickly — adapting to rapid change while helping business

units safely build and consume the new technology.

That means preparing in four areas:

Generative cybersecurity Al.
Exploit opportunities to
better manage risks, optimize
resources, defend against
emerging attack methods or
reduce costs.

== Table of Contents

Safe consumption of
generative Al. ChatGPT was
the first example; embedded
generative Al assistants in
existing applications will be
the next. These applications
all have unique security
requirements that are not
fulfilled by legacy controls.

Development of new
generative Al applications
for the enterprise. These
techniques have an
expanded attack surface
and require adjustments

to application security
practices.

The evolving threat
landscape. Malicious actors
will refine their tactics and
leverage generative Al where
it is a good fit.
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How Generative Al Can Help Meet
Customer Experience Expectations

by Gene Alvarez, Uma Challa and Leah Leachman

Customer retention and growth feature heavily in the plans

of executives interested in generative Al. Thirty-eight percent
of leaders see improving customer experience and retention as
the primary purpose of initiatives to deploy applications trained
on large language models, while 26% highlight revenue growth.
Only 17% cite cost optimization (see Figure 1).

Generative Al could help enterprises achieve all three goals by addressing rapidly changing
consumer expectations. CEOs report price sensitivity as the top shift in customer behavior
as inflation begins to bite, and 21% of them regard Al as the leading disruptive technology.?
Executive leaders should therefore pilot promising customer-oriented use cases of tools
such as ChatGPT and other Al techniques while guarding against the biggest risks.
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»» Figure 1. Primary Focus of Generative Al Initiatives
Customer Experience and Retention 38%

Revenue Growth
Cost Optimization

Business Continuity

None of the Above or Not Applicable
(e.g., Vendor or Investor)

n=2544

Source: 2023 Gartner Beyond the Hype: Enterprise Impact of ChatGPT and Generative Al Webinar Polls

Note: Results of these polls should not be taken to represent all executives as the survey responses come
from a population that had expressed interest in Al by attending a Gartner webinar on the subject.
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Learn to Serve Your Al-Powered
Customers Before They ‘Walk Away’

by Mark Raskino and Don Scheibenreif

Al will accelerate the replacement of human customers by machine customers,
which will act very di erently. By adopting smart tactics now, executive leaders
can make sure their organization benefits from this emerging megatrend.
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What Generative Al Means
for Your Talent Strategy

by Helen Poitevin and Pieter den Hamer

The accelerated investment in generative Al has unsurprisingly
led to concerns about how this technology will a ect jobs,
including those once thought impervious to automation. Some
roles will cease to exist, while many others will change radically,
encompassing new tasks and requiring new skills. Faced with

a potentially historic disruption, executive leaders should shape
their talent strategies using a new framework for understanding
generative Al's impact on the workforce.
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Al applications have been a ecting workers for years, but this time feels di erent.
During the late 2010s, few executive leaders would claim publicly that layo s were in
any way due to investments in Al or automation. They would usually say they identified
impacted sta , retrained them and shifted them to other roles. Today, however, as

use of generative Al tools such as ChatGPT spreads rapidly, leaders are more willing

to explicitly call out Al as one of the reasons positions will disappear — whether the
technology is truly the culprit or not.'?
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Can Al Overcome
Flaws iIn Human
Decision Making?

A Q&A With Daniel Kahneman and Olivier Sibony













ABB Electrification Lights Up

ML Models for Financial Planning

by Madison Wilson and Mike Lashinsky

Machine learning (ML) can make
financial planning more e icient and
accurate, serving as the basis for
generating meaningful forecasts that
help executive leaders prepare for future
disruptions. Yet, when FP&A leaders rush
to replace traditional forecasting with
this technology, their underdeveloped
models — trained on poor historical data
— can lead to untested algorithms that
frustrate progress.
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Alessandro Marchesano, head of FP&A at Switzerland-
based ABB Electrification (ABB EL), a business unit of ABB,
recognized that making headway with ML in financial
planning required his team to take the time to learn how the
technology works and understand what it does best. The
other vital step was to identify the specific role humans will
play in building, training and governing ML models.

ABB EL tested a human-machine learning loop method that
empowered the FP&A team to:

1. Integrate complex external drivers into ML models.

2. Test, iterate and refine ML-based drivers.

3. Refine the algorithms regularly to maintain performance.

This ML pilot helped them gather unbiased data results and
gain executive leadership buy-in to build on the project’s
success. As a result, they plan to scale the use of ML to
other financial planning activities, such as on-demand
scenario analysis and planning assumption updates.

The team is also well-positioned to expand ML to other
areas of planning and, eventually, other areas of ABB.

“Our forecasting transformation triggered deep
discussions on key business drivers, is as accurate
as our traditional bottom-up process, and is much
faster,” said Marchesano.
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Briefs: Quick Takes on Fresh Research

Smarter Spending & Planning

Are Alternatives to Layo s Better for Shareholder Returns?

Beyond hefty severance payouts, reducing the workforce can carry hidden costs.

The short sta ing that follows layo s may lead to the need for expensive contractors.
The remaining employees may demand faster promotions. And a vicious cycle may kick
0 :overstretched people leading to lower morale, increasing turnover. When it’'s time
to get back to hiring, candidates may only accept o ers at higher pay.

Small wonder, then, that only 11% of organizations maintain layo savings for three
consecutive years. C-suite executives must collaborate to define the potential financial
and non-financial risks of layo s.

Consider these alternatives:

1. Voluntary reduction in hours — Many employees may willingly work fewer hours
at commensurately lower pay.

2. Internal redeployment — Even where headcount must decrease, some may transfer
to other parts of the business where their skills are in demand.

3. Sabbatical — An unpaid break can give employees the opportunity to pursue
a professional interest that still contributes back to the company.

4. Executive compensation cuts — Lower base pay temporarily while preserving
long-term incentives.

None of these options will make everyone happy, but they can keep a company
in position to recover faster when better days arrive.

— Vaughan Archer
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A Funnel to Send Cost Cuts to Growth Projects

When CFOs promote cost-cutting measures in response to pressures on profitability, they
can end up starving, rather than protecting, their organization’s in-progress investments.

But it doesn’t have to be this way. One answer lies in “cost savings winbacks,” a mechanism
that strikes the right balance between these competing priorities.

CFOs have a choice of two types:

1. Direct return — Give a portion of the resource saved to the budget owners
to use for projects that will drive long-term revenue increase.

2. Central — Send the money saved to an enterprisewide pool for reinvestments
designed to grow revenue based on organizational priorities.

For instance, the finance function at a U.S. medical equipment company o ered business
leaders concrete benefits based on central winbacks. They could submit proposals for
what they would do with the money if they could reclaim half their savings.

The result? Di erent business units competed to unearth more cost reductions
— increasing the amount available to fuel growth.

They can use these funds as a cushion against budget overruns, without delaying other
projects. Plus, it will bake the concept of uncovering resources into a “business as usual”
practice instead of a one-time action.

— Roma Kaur
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