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BRIEFING NOTE - ENTERPRISE INTELLIGENCE

Al operates as a general-purpose enabling technology (GPET) — the same category as
electricity and the transistor. Seven principles for organizations navigating the
reconstitution.




[nnovation as Emergent Property

Innovation cannot be compelled. No transformation office, quarterly OKR, or CEO all-hands deck has ever produced it.
Something novel and useful — which is all innovation means, stripped of mysticism — emerges only when the enabling

conditions exist. Leadership sets those conditions. Everything else is theater.

This distinction between compelling and enabling carries more consequence than it appears to, because it determines
how an organization relates to Al at the structural level. Most enterprises treat Al as a product — a thing to procure,
configure, and deploy against a use case. But Al belongs to a different category entirely: it operates as a general-purpose
enabling technology (GPET), the same class as electricity, the internal combustion engine, and the transistor. Only a
handful of technologies in the last two centuries qualify. What they share is a thermodynamic signature: they arrive
looking like tools, persist as infrastructure, and dissolve the constraints that shaped the existing economy. The economy

then reassembles, over decades, around new degrees of freedom that were literally unthinkable under the prior physics.

Electricity did not automate candles. It decoupled manufacturing output from daylight hours, factory location from
waterway proximity, building height from human-climbable staircases. Each dissolved constraint permitted structures
that no one designed in advance, because no one could imagine them while the constraint still held. That is what
emergence looks like in economic systems: you set the conditions, and the structures self-organize. You cannot specify the
output. This is why command-and-control fails with innovation — and why $547 billion of the $684 billion enterprises
invested in Al in 2025 failed to deliver intended business value. The technology worked. The organizational conditions did

not.

“Innovation cannot be compelled or demanded. It needs to be enabled.”

Innovation Enabled vs. Compelled: The Conditions Determine the Outcome




. Enabling condition present




hen the Implicit Theory Becomes Testable

Theodore Levitt diagnosed the failure mode in 1960. Companies die when they define themselves by what they sell rather
than what problem they dissolve. The railroad executives who believed they occupied the railroad business — rather than
the transportation business — surrendered their future to airlines and trucking firms that understood the customer’s

actual need. The railroads possessed every structural advantage: capital, infrastructure, regulatory capture, a century of

institutional knowledge. None of it mattered, because the advantage was calibrated to a constraint that dissolved.

Peter Senge extended the insight into organizational physics. The Fifth Discipline argues that companies function as
systems of interdependent feedback loops — and that the most lethal failures originate in the loops executives cannot
perceive, buried beneath departmental walls and incentive structures that reward local optimization at the expense of
systemic coherence. Amazon codified the remedy: start from the customer’s experience, reason backward through every

architectural decision, and never permit the internal org chart to dictate the external product.

These three frameworks — Levitt's demand-side redefinition, Senge’s systems dynamics, Bezos’s Working Backwards —
converge on a single structural claim: competitive advantage lives in your model of reality. The model governs what you
perceive, where you invest, and what you dismiss. Most executives do not realize they carry one. The model operates as
an implicit theory — held the way a fish holds water, unexamined because omnipresent. Beliefs about who the customer is,
how fast markets move, where expertise resides — none of this appears in writing. It lives in the org chart and the budget

allocation, in hiring criteria and meeting cadence, in the questions that get asked at QBRs and the ones that don’t.

Al detonates implicit theories. When a GPET penetrates an industry, every embedded assumption becomes testable at
machine speed — operationally testable, with results by Wednesday and a restructured motion by Thursday. Four
variables define any strategic position: domain, context, goal, evolution. Al reshapes all four simultaneously — and the
organization still navigating by assumptions calibrated to pre-GPET constraints navigates by a map of a country that no

longer exists.

“Your model of reality is an implicit theory. You carry it the way a fish carries water. AI makes the water
visible — and testable.”

D Domain

Expertise encoded into systems that never retire, never lose a lesson to employee turnover, and never forget a

precedent




Context

The volume of signal one mind holds during a decision expands from human working memory (~4 chunks) to an

orchestrated fleet synthesizing overnight

Goal

Planning migrates from annual cycles to continuous recalibration — the feedback loop Senge described, now operating

at machine speed

Evolution

Organizational adaptation rate either accelerates by an order of magnitude or flatlines, depending on whether the

infrastructure metabolizes signal




The Surplus Accrues at the Application Layer

'You do not need to understand electron orbital mechanics to wire a building. The electrician who wired the Empire State
Building in 1930 could not have derived Maxwell’s equations — and he didn’t need to. His value lived at the application
layer: he understood the problem the building posed, the constraints of the materials, and the human outcomes the
system needed to produce. The physicists who understood the electrons were essential to the existence of the capability.

The practitioners who understood the domain captured the economic surplus.

This pattern repeats with such regularity across GPET transitions that it deserves to be stated as a law: the surplus
accrues at the application layer. The factory owners who captured the value of electrification understood manufacturing
flow, not dynamo engineering. They grasped that electric motors — unlike steam engines — did not require a central
shaft, and that this single dissolved constraint permitted an entirely new factory floor geometry organized around the
logic of production rather than the physics of power transmission. The architectural insight, not the electrical knowledge,
generated the margin. It took thirty years from the availability of electric unit-drive motors in the 1890s for factories to

fully redesign around them — because the redesign required manufacturing expertise, not engineering expertise.

This law indicts the central misallocation of the current moment. Enterprises route Al investment through engineering
organizations because Al looks technical — the interface is code, the inputs are data, the outputs require infrastructure.
Engineers optimize accordingly: model accuracy, inference latency, retrieval precision, architectural elegance. These are
physics-layer concerns. Meanwhile, the practitioners who understand the actual domain sit three floors away from the Al
budget. The plant operator knows which decision bottleneck costs $40,000 per hour of downtime. The underwriter can
name the data field that predicts loss ratio better than any actuarial table. The supply chain manager has watched a
two-day port delay cascade into six weeks of backlog often enough to smell it coming. These people carry the blueprints

for intelligent machines — and they are waiting for a dashboard they never requested.

Intelligent machines come to life when domain expertise drives the design and engineering serves as substrate. This
lesson recurs in every GPET transition, and every generation of executives learns it late. The blueprints belong to the

people who understand what the machine needs to do. They always have.

“It took thirty years from the availability of electric unit-drive motors for factories to fully redesign around

them — because the redesign required manufacturing expertise, not engineering expertise.”

88%




of Al proof-of-concepts never reach production — built at the from electric unit-drive motors to factory redesign — the

physics layer, not the application layer (IDC) application-layer insight always arrives last




Collapsing Uncertainty Across the Decision Surface

Claude Shannon formalized information in 1948 as the reduction of uncertainty. A message carries information to the
precise extent that it narrows what the receiver doesn’t know. This definition — mathematical, content-indifferent,
ruthlessly precise — provides the cleanest frame for understanding where intelligent machines generate value. The
machine earns its keep to the exact degree that it collapses uncertainty across the organization’s decision surface: the full

landscape of choices the enterprise confronts, hour by hour, to operate.

The collapse operates along three time horizons simultaneously — and the simultaneity is the point, because no human
organization can work all three at once. The first horizon is temporal: seconds to days. The machine surfaces relevant
signal before the human decision-maker reaches it through conventional channels — a procurement pattern shifting, a
competitive displacement buried in a pipeline report, a key contact quietly changing roles. The machine detects,
synthesizes, and routes while the human counterpart processes last week’s data. Earlier knowledge permits earlier action,

and earlier action compounds into structural position.

The second horizon is contextual: months to years. Every decision a human makes inside an organization suffers from a
biological constraint — working memory holds roughly four chunks of information simultaneously. The relevant context
for any significant decision vastly exceeds this limit. The intelligent machine carries the full weight: the objection the CFO
raised fourteen months ago, the pilot the CTO approved and then quietly killed, the competitive bid that arrived two days
before renewal, the precedent from an analogous situation in a different division three years prior. The decision-maker

operates inside the complete context rather than the slice she can recall.

The third horizon is evolutionary: years to decades. Every outcome — every deal won, claim denied, production run
optimized, logistics route adjusted — feeds the system. The machine accumulates institutional judgment the way
compound interest accumulates capital: silently, continuously, with accelerating returns. Human organizations forget. Key
employees leave and their pattern recognition walks out the door. Lessons learned decay within two reporting cycles. The
gap between an organization that compounds and one that forgets widens every quarter, and within three years the

compounding organization operates with a decisional advantage that no amount of talent acquisition can close.

“The machine accumulates institutional judgment the way compound interest accumulates capital:

silently, continuously, and with accelerating returns.”




Temporal: Seconds to Days

Signal surfaces before the human reaches it — earlier knowledge compounds into structural position

Contextual: Months to Years

Every decision carries institutional history beyond the four-chunk limit of human working memory

Evolutionary: Years to Decades

Every outcome feeds the system — institutional judgment compounds while human organizations forget within two

reporting cycles




Advantages Calibrated to Vanished Constraints

Incumbents face a specific structural trap: their advantages were calibrated to the previous enabling technology’s
constraints. Scale, institutional relationships, proprietary data, regulatory capture, decades of accumulated domain
knowledge — each accrued value under specific conditions. Information moved slowly, expertise concentrated in
experienced humans who took decades to develop, and coordination costs made large organizations structurally more
efficient than small ones at complex tasks. Every advantage the incumbent possesses optimized for this physics. The

physics changed.

Information now moves at the speed of inference. The cost curve tells the story: GPT-3.5-equivalent performance fell
from $20 per million tokens in November 2022 to $0.07 by October 2024 — a 280-fold reduction in eighteen months.
When the enabling technology deflates at this rate, the cost structure of every process it touches becomes liquid.
Expertise concentrates in systems that train in weeks. Coordination costs plummet when intelligent agents handle the
orchestration. Under the new physics, several of the incumbent’s advantages do not simply diminish — they invert. Scale,
which once reduced marginal cost, now enlarges the surface area of legacy systems that resist integration. Institutional
knowledge sits locked in formats the machine cannot ingest without costly extraction, and proprietary data demands
governance infrastructure that the organization never built — because the data was never meant to be read by anything

other than a human eye scanning a PDF.

S&P Global reports that 42% of companies abandoned most Al initiatives by mid-2025, up from 17% the prior year.
Gartner forecasts 30% of generative Al projects abandoned after proof-of-concept, 40% of agentic Al projects canceled
by 2027. The numbers paint the same picture from different angles: bolt-on Al inside legacy architecture plateaus at 10-

15% improvement — enough to justify the spend in a board deck, nowhere near enough to alter the competitive trajectory.

The structural threat arrives from a different direction — a new entrant, unburdened by three decades of process debt,
that builds from first principles and discovers that the incumbent’s entire operating architecture was an artifact of
information scarcity, coordination expense, and human memory limits that no longer bind. The entrant does not optimize

the old structure. She renders it irrelevant.

“Several of the incumbent’s advantages do not simply diminish under the new physics — they invert.”

280\uood7 in Eighteen Months: The GPET Signature in Real Time







FAILURE MODES — TECHNICAL

Three Ways Builders Misfire

Elegance over outcome

A team of ML engineers at a Fortune 200 manufacturer spends nine months building a demand-forecasting model
with state-of-the-art accuracy. They present F1scores, confusion matrices, and inference benchmarks that
outperform every commercial alternative. The supply chain director — the person who actually decides the
forecast — attends the demo, nods politely, and returns to her spreadsheet. The model predicts demand. She needs
to know which SKUs to pre-position at which distribution centers given a hurricane warning in the Gulf and a port
strike in Long Beach. The model answers a question she never asked. The gap between what the model optimizes

and what the business needs closed sits at the center of most Al failures. The metric that matters lives in the P&L.

Premature autonomy

The team removes the human too early. Intelligent machines amplify judgment; they do not replace it. A loan officer
reads the pause in a borrower’s voice when the DTl ratio appears on screen. A plant manager smells an electrical
fault before the sensor array registers the anomaly. A procurement lead knows that the supplier’s “firm” price
softens in the last week of their fiscal quarter — not because any dataset encodes this, but because she has
negotiated this contract for seventeen years. These signals resist digitization. The machine handles scale, synthesis,
and memory. The human handles the room, the smell, the seventeenth year. Collapsing that division prematurely

does not automate a process — it amputates the intelligence the process depends on.

Platform fetishism

The team builds a configurable platform — extensible, API-rich, beautifully documented — when the practitioner
needs a workflow: a specific sequence of see this, decide that, act now. Every layer of abstraction between the
intelligence and the action injects friction. Practitioners route around friction the way water routes around rock. If
the insight demands three clicks, a dashboard login, and a context switch out of the tool where the actual work
happens, the practitioner trusts her gut instead. Her gut, unaugmented, loses to the competitor whose machine

delivers the answer inside the workflow, at the moment of decision, without asking permission.




“A plant manager smells an electrical fault before the sensor array registers the anomaly. The machine

handles scale. The human handles the seventeenth year.”




FAILURE MODES — STRATEGIC

Three Ways Leaders Misfire

Narrative without mechanism

The chief strategy officer presents a clean slide: “We will deploy intelligent machines to drive operational excellence
across the enterprise.” The room nods. Then the COO asks five words: which decisions, measured by what? Silence.
The narrative carried boardroom-grade conviction and zero operational mechanism underneath it. A narrative
that cannot specify its mechanism — which signals, weighted how, triggering what actions, measured by what
outcomes, over what time horizon — buys alignment, which feels like momentum. Alignment without mechanism is

motion without displacement.

Vendor dependence

The leader outsources the thinking to the tool. She signs the enterprise license, attends the enablement session,
schedules the quarterly business review, and tells the board the Al program is underway. The platform sits inert.
Intelligence lives in how the system is configured, what proprietary data feeds it, which decisions it informs, and —
the part that separates the serious from the ceremonial — which decisions the organization refuses to delegate. A
platform anyone can license on identical terms confers zero competitive differentiation. The platform is a shovel.

The gold is in the ground you chose to dig.

Metric fossilization

The leader applies intelligent machines to improve existing KPIs by 15% — reports per analyst, tickets per hour, cycle
time per purchase order — without asking whether those KPIs still measure anything that matters under the new
physics. If your scoreboard tracks reports per analyst in a world where the machine drafts the report in four
minutes, you optimize a metric that measures human effort in a domain where human effort is no longer the binding
constraint. The constraint shiffed — to judgment quality, to decision speed, to the rate at which the institution learns

from its own outcomes. The old scoreboard cannot see these things. It was never designed to.
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“The platform is a shovel. The gold is in the ground you chose to dig.




The era of intelligent machines arrives when domain practitioners — the people who
understand the problem, the constraint, the customer, the decision — seize the enabling

technology and reshape the operating model around what Al actually permits. The

physics belong to the engineers. The blueprint belongs to the people who know what to

build.




