


Realising
the potential:

What do you want from AI? Where do you begin?
How do you keep pace with change?

The starting point for strategic evaluation is a scan
of the technological developments and competitive
pressures coming up within your sector, how
quickly they will arrive, and how you will respond.
You can then identify the operational pain points
that automation and other Al techniques could
address, what disruptive opportunities are opened
up by the Al that’s available now, and what’s
coming up on the horizon.

In determining your strategic response, key
questions include how can different Al options
help you to deliver your business goals and what
is your appetite and readiness for change. Do

you want to be an early adopter, fast follower

or follower? Is your strategic objective for Al to
transform your business or to disrupt your sector?

Al provides the potential to enhance quality,
personalisation, consistency and time saved, but
it’s also important to consider the technological
feasiblity of AI and the availability of the data
needed to support Al. How are you planning to
overcome barriers and accelerate innovation?
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To prioritise your response, it’s important to
map the key process flows to be automated and
decision flows to be augmented. What functions
contain high potential processes that could drive
near-term savings, for example? As data becomes
the primary asset and source of intellectual
property, what investments and changes would
enable you to capture more data and use it

more productively? With this map in place, you
can then develop the cost-benefit analysis for
automation and augmentation.

Al is applicable across all elements of the

value chain, which can lead to multiple silos of
initiatives or confusion in finding a good starting
point. Developing the insight, governance and
organisational collaboration to pick your spot and
drive initiatives forward are therefore critical.



While investment in Al may seem expensive now,
PwC subject matter specialists anticipate that the
costs will decline over the next ten years as the
software becomes more commoditised. Eventually,
we’ll move towards a free (or ‘freemium’ model)
for simple activities, and a premium model for
business-differentiating services. While the
enabling technology is likely to be increasingly
commoditised, the supply of data and how it’s used
are set to become the primary asset.

To make the most effective use of this technology,
it’s important to instil a data-driven culture that
blends intuition and analytical insights with a focus
on practical and actionable decisions across all levels.

Demand for data scientists, robotics engineers and
other tech specialists is clearly growing. These

are in short supply, especially in less developed
markets according to the interviews we carried
out with PwC’s data and analytics’ regional
leaders, so it will be important to gear long-term
training and development to these emerging
needs. As adoption of Al gathers pace, the value of
skills that can’t be replicated by machines is also
increasing. These include creativity, leadership and
emotional intelligence®.

It’s important to prepare for a hybrid workforce

in which Al and human beings work side-by-side.
The challenge for your business isn’t just ensuring
you have the right systems in place, but judging
what role your people will play in this new model.
People will need to be responsible for determining
the strategic application of Al and providing
challenge and oversight to decisions.

Trust and transparency are critical. In relation

to autonomous vehicles, for example, Al requires
people to trust their lives to a machine — that’s a
huge leap of faith for both passengers and public
policymakers. Anything that goes wrong, be it a
malfunction or a crash, is headline news. And this
reputational risk applies to all forms of A, not
just autonomous vehicles. Customer engagement
robots have been known to acquire biases through
training or even manipulation, for example.

Al should therefore be managed with the same
discipline as any other technology enabled
transformation. Key questions to ask while
building Al include:

* Have you considered the societal and ethical
implications?

* How can you build stakeholder trust in the
solution?

* How can you build Al that can explain its logic
so that a lay person can understand?

* How can you build AI that is unbiased and
transparent?

It’s important to put in place mechanisms to
source, cleanse and control key data inputs and
ensure data and Al management are integrated.

Transparency is not only important in guarding
against biases within the AI, but also helping to
increase human understanding of what the Al can
do and how to use it most effectively.

We further explore business strategies for an
Al'world in ‘A strategist’s guide to artificial
intelligence’ (https://www.strategy-business.
com/article/A-Strategists-Guide-to-Artificial-
Intelligence?gko=0abb5).

Autonomous intelligence in action
Entertainment industry consumers now have an unprecedented
choice of movies, television, music and games. While this
provides consumers with more opportunity to enjoy content
specific to their unique tastes, they can experience ‘choice
overload’ during their search. And worse, sometimes they make
no choice at all! Video and music streaming companies have
begun using autonomous recommendation engines that combine
segment trends, ratings and content similarity to personalise
suggestions and engage customers. Engaging customers not only
increases retention, but also allows companies to collect more
data on individuals and improve the personalisation of offerings
— creating a virtuous feedback loop that provides a significant
competitive advantage.

Source: PwC Al specialists

° We explore Al's role in this creative process in ‘Al is already entertaining you’, strategy+business, 1 May 2017 (https://www.strategy-business.com/

article/Al-Is-Already-Entertaining-You?gko=dc252)
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Conclusion:

The options for
survival and success
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As our analysis underlines, AI has the potential
to fundamentally disrupt your market through
the creation of innovative new services and
entirely new business models. We’ve already
seen the creative destruction of the first wave

of digitisation. With the eruption of Al, some of
the market leaders in ten, even five years’ time
may be companies you've never heard of. In turn,
some of today’s biggest commercial names could
be struggling to sustain relevance or have even
disappeared altogether, if their response has been
too little or too late.

Tomorrow’s market leaders are likely to be
exploring the possibilities and setting their
strategies today. We believe there are four key
questions your business should address if it wants
to keep pace and capitalise on the opportunities:

* How vulnerable is your business model to Al
disruption? How soon will the change arrive?

e Are there game-changing openings within
your market and, if so, how can you take
advantage?

e Do you have the right talent, data and
technology to help you understand and
execute on the Al opportunities?

* How can you build trust and transparency into
your Al platforms and applications?

Get this right and creativity, collaboration and
decision making within your organisation can
all be empowered. You’'ll have the potential to
understand customer behaviour and anticipate
and respond to their individual needs with a
precision and foresight that have never been
possible before.

The ultimate commercial potential of Al is doing
things that have never been done before, rather
than simply automating or accelerating existing
capabilities. Some of the strategic options that
emerge won’t match past experience or gut
feelings. As a business leader, you may therefore
have to take a leap of faith. The prize is being far
more capable, in a far more relevant way, than
your business could ever be without the infinite
possibilities of AL
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Helping your
business to make
the most of Al

PwC is already working with companies across
each of the different sectors highlighted in this
report, to help them plan for and take advantage
of Al to support their business strategy and
improve performance.

If you would be interested in a consultation about

the potential within your business, please feel
free to get in touch.
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Glossary

Al consists of a number of areas, including but not limited to those below:

Main Al areas Description

Large-scale Machine Learning

(NLP)

Computer Vision (Image
Analytics)

Algorithmic Game Theory and
Computational Social Choice

Soft Robotics (Robotic Process
Automation)

Design of learning algorithms, as well as scaling existing algorithms, to work with
extremely large data sets.

Model composed of inputs such as image or audio and several hidden layers of
sub-models that serve as input for the next layer and ultimately an output or
activation function.

Algorithms that process human language input and convert it into understandable
representations.

Models and algorithms to help develop autonomous systems that can work
collaboratively with other systems and with humans.

The process of pulling relevant information from an image or sets of images for
advanced classification and analysis.

Systems that address the economic and social computing dimensions of AI, such as
how systems can handle potentially misaligned incentives, including self-interested
human participants or firms and the automated Al-based agents representing them.

Automation of repetitive tasks and common processes such as IT, customer servicing
and sales without the need to transform existing IT system maps.
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The basis for
our analysis

Al Impact Index
Our sector specialists worked with market
participants and our partners at Fraunhofer to

identify and evaluate use cases across five criteria:

* DPotential to enhance personalisation.

* Potential to enhance quality (utility value).

* Potential to enhance consistency.

* Potential to save time for consumers.

* Availability of data to make these gains possible.

Specific scoring parameters were derived for
each criterion. We also evaluated technological
feasibility. The results helped us to gauge time
to adoption, potential barriers and how they can
be overcome.

Economic analysis

We used a multi-stage approach to first evaluate
how much Al would proliferate in different
regions of the world and how much this would
affect jobs through automation, and second

to assess how much this would impact the key
elements of the economy:.

To do this we used a combination of machine
learning and econometrics techniques.

We followed a similar approach to the best
practice we’ve used in job automation
research®. We used a machine learning
approach to assess the likelihood that a job can
be automated based on the specific

tasks involved.

We used econometric analysis to assess how
much automation would impact productivity.
We use the KLEMS datasets (K-capital,
L-labour, E-energy, M-materials, and
S-purchased services) and quantified the
relationship between the use of Al technologies
and productivity in different regions and
industries.

We also drew insights from the AI Impact
Index and used academic literature on
personalisation and marginal utility to
quantify the effect that Al will have on
consumers’ utility, choices available to them
and the amount of time they would save.

We brought all of this together into a global
dynamic computable general equilibrium
(CGE) model, an economic model of
interactions between consumers, businesses
and governments. Through this model, we
analysed the total economic impact of Al
focusing on the ‘net’ impact, accounting for
the creation of new jobs, a boost to demand
from product enhancements and other
secondary effects.
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