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THE DIVIDE

WHY 95 % OF PILOTS NEVER BECOME
TRANSFORMATION

Most organisations are running Al experiments. Almost none are running a
different organisation. The gap between those two sentences is the whole
game.

The pattern is consistent: tools are licensed, champions emerge, demos impress —
and eighteen months later the operating model is untouched. Individual productivity
rose; organisational performance did not. The reason is structural: value was
captured at the task level and lost at the workflow level, because handoffs,
approvals and structures stayed industrial.

RECENT EVIDENCE

MIT NANDA (2025): ~95 % of enterprise GenAl pilots show no measurable P&L impact.
The differentiator was not model choice but the “learning gap” — whether tools and
workflows learn the organisation's ways. Pilots that embedded into workflow and
memory crossed the divide; tool rollouts did not.

Theory: Trist & Bamforth (1951), sociotechnical systems: technology and work
organisation succeed or fail as one system. Optimising the technical half alone reliably
fails.



THREE STAGES

ASSISTED, AUGMENTED, NATIVE

Transformation has stages, and honesty about your stage determines your

next move.
Stage What it looks like Value logic
Al-assisted Individuals use Al ad hoc; private prompts, private Personal
gains productivity
Al- Teams share skills, knowledge base and quality Team throughput
augmented rules; Al in standard workflows & quality
Al-native Workflows designed around human+Al; agents Operating-model
execute, humans judge; memory is infrastructure advantage

Each stage requires the previous: augmentation without assisted-stage fluency
produces resistance; native design without augmented-stage discipline produces
chaos. The stages are also a diagnostic — most organisations claiming “Al
transformation” are at assisted, measured honestly.

“Assisted changes how fast people work. Native changes what the

organisation is.”




WORKFLOW

REDESIGN THE FLOW, NOT THE TASK

Making every step faster is not transformation. Removing the steps is.

Michael Hammer's reengineering insight applies with new force: when a capability
changes an order of magnitude, the winning move is not acceleration but re-drawing
the flow. If Al drafts in minutes what took days, the queue-review-approve chain
built around scarce drafting capacity becomes the bottleneck — and often the point.

Theory: Hammer (1990): “Don't automate, obliterate” — automate a mess and you
get a faster mess. Teece (2007): dynamic capabilities — sensing, seizing, reconfiguring
— are the transformation muscles; reconfiguring is the one organisations skip.

The native pattern: work flows from intent to draft to judgement — Al produces the
first complete version from shared memory, humans apply judgement where it
matters, and approval concentrates on risk, not on routine. Cycle times collapse not

because people type faster, but because the flow has fewer states.



DECISIONS

DECISION RIGHTS IN A HUMAN+AI ORGANISATION

The hardest redesign is not workflow — it is who (and what) decides.

Al-native organisations draw an explicit line: agents execute and recommend;
humans judge and own. That requires decisions industrial structures never had to
make: which decisions may an agent take autonomously (low-risk, reversible,
monitored), which require human approval, and which are reserved for humans
entirely (people, ethics, commitments, exceptions).

Frame: reversibility X impact. Reversible-low-impact = automate with monitoring;
irreversible or high-impact = human owns, Al advises. Publishing the map is itself a
trust move — people stop fearing silent automation of their judgement.

RECENT EVIDENCE

Dell'Acqua et al. (2023): the jagged frontier — Al excels unevenly across adjacent
tasks. Decision maps must be empirical and updated, not assumed once.



MEMORY

SHARED MEMORY IS THE NATIVE PLATFORM

An Al-native organisation runs on one asset above all: a knowledge base
the whole system reads and writes.

Agents are only as good as the context they get. In native operating models, the
shared knowledge base — customers, methods, decisions, voice, playbooks — is
treated as infrastructure, with ownership, quality rules and rhythm. Every workflow
reads from it; every completed piece of work writes back to it. That closed loop is
what makes the organisation compound.

Theory: Grant (1996): the firm exists to integrate knowledge — native models finally
operationalise it. RAG research (2025): the knowledge base as the model's “live
memory”, grounding output in the organisation's facts.

“In the industrial firm, the org chart was the structure. In the Al-

native firm, the memory is.”

UPDATE 2026

The context layer is the new bottleneck (Jul 2026): 57 % of enterprises have traced a
“confidently wrong” agent answer to missing business context (VentureBeat, 10 Jul
2026, n=101); Gartner (D&A Summit, May 2026) projects that prioritising semantics in
Al-ready data lifts agentic accuracy by up to 80 % and cuts costs 60 % by 2027 — and
only 36 % of organisations have connected agents to trusted internal content (Box/
Harris, Jul 2026). Mayfield CXO survey (2026, n=266): line-of-business leaders are now
the largest Al decision-maker group (46 %) — operating models are shifting under
procurement too. Deloitte State of Al (2026, n=3,235): ~% plan agentic Al within two
years, but only 21 % have mature agent governance — and only 30 % are redesigning
processes around Al.



CAPABILITY

ABSORPTIVE CAPACITY: THE TRANSFORMATION
BOTTLENECK

The binding constraint is never model capability. It is how much change
your people can absorb — and that is buildable.

Cohen and Levinthal showed that organisations absorb new knowledge in proportion
to what they already know. Practically: an organisation at assisted stage cannot jump
to native design, no matter the budget — the intermediate capability (shared skills,
quality judgement, memory discipline) must exist first. This is why the GMB path
always builds MSTC capability and memory before advanced automation.

RECENT EVIDENCE

Brynjolfsson et al. (2025): gains concentrate where best practice diffuses — capability
infrastructure, not tool count, predicts benefit. MIT NANDA (2025): the divide is a
learning gap. Both point the same way: build the absorber, then pour.

Leadership implication: measure and grow absorptive capacity deliberately —
maturity assessments, champions, protected learning time — as seriously as any
technology investment.



AMBIDEXTERITY

RUN TWO SPEEDS WITHOUT TEARING

You must exploit today's operating model while building its replacement —
inside the same organisation.

O'Reilly and Tushman call it ambidexterity: exploit and explore under one roof. For
Al-native transformation it means: the core business runs on the current model with
augmented efficiency, while designated flows — chosen for volume and low regret —
are rebuilt native-first as living prototypes. Successes graduate into the core; failures
teach cheaply.

Theory: O'Reilly & Tushman (2013): ambidextrous designs outperform sequential
“transform later” strategies. Senge (1990) and Edmondson (1999): the exploring unit
needs learning culture and psychological safety more than headcount.

The financial logic seals it: augmented-stage savings in the core fund the native
prototypes — the transformation pays for itself stage by stage, which is also what
keeps boards patient.



PROCESS

THE TRANSFORMATION PATH IN SIX STEPS

Staged, self-funding, honest about maturity — recommendation: 6-12
months to augmented, native flows from month 6.

Stage & maturity diagnosis WEEK 0-2

Honest placement on assisted/augmented/native per function; maturity-gap map;
leadership alignment.

Memory foundation MO 1

Shared knowledge base skeleton: customers, methods, decisions, voice — the
platform everything reads.

Capability wave (MSTC) MO 1-3
Skills, quality judgement and rhythm across teams — absorptive capacity built on
real work.

Decision-rights map MO 3-4

Reversibility x impact mapping; agent autonomy boundaries published; trust
established.
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Native flow prototypes MO 4-9

Two or three high-volume flows redesigned intent—>draft—>judgement; measured
against the old model.

Graduate & scale MO 9+

Proven flows enter the core; savings fund the next wave; the memory loop keeps
compounding.
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SUMMARY

SEVEN PRINCIPLES

1. Name your stage honestly.
Assisted = augmented =
native — each needs different

moves.

2. Redesign flow, not tasks.
Native value comes from re-
drawn workflows, not faster

steps. (Hammer)

3. Build absorptive capacity first.
You can only adopt what you
can absorb. (Cohen &
Levinthal)

4, Keep humans on judgement

and accountability. Agents

execute; people own
outcomes.

5. Run two speeds deliberately. Exploit today's model while exploring the native
one. (O'Reilly & Tushman)

6. Make memory the platform. The shared knowledge base is the native

organisation's operating system.

7. Fund transformation with its own savings. Each stage pays for the next.

“You cannot bolt Al onto an industrial-age operating model and

expect an information-age organisation.”
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Al-assisted means your people use Al. Al-native means
your organisation would stop working without it — the
way it would without electricity.

Eight chapters on the transformation beyond tools: the three stages from assisted to native,
the operating-model shifts in workflow, decision rights and structure, why 95 % of pilots

never cross the divide — and a staged transformation path that funds itself.
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