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Topics

• Digital Disruption

• Digital Innovation

• Digital Transformation 

• Digital Leadership
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What is this? 
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360 degree
surround vision

Intelligent
navigation

Hybrid and electric
vehicle control

Driver assistance 
safety alarms

Adaptive 
cruise control

Emergency services, vehicle 
diagnostics, and GPS / 

location services

Fleet and traffic
management 

systems

Smart grid
hybrid / electric
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System of Systems

Systems Engineering
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subsystems into a functioning 

automobile
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across diverse teams 

and disciplines

Software-
intensive 

Subsystems

Predictive collision
avoidance

What is this? 
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https://www.youtube.com/watch?v=sjAZGUcjrP8 

How Many People Do You See? 

https://www.youtube.com/watch?v=sjAZGUcjrP8


7

What Has this Done to the Car Industry?
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How is it Changing Mobility Services?



Welcome to the Future!
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Activity 1

Pick an industry or domain of interest to you.

• How has digital technology changed that industry?

• How has this sector changed in relation to others? 

• What is driving that change? What is holding it back?

Go to workshop.exeter.digital

https://workshop.exeter.digital/
https://workshop.exeter.digital/
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When anyone can build a product overnight, 
what does it mean to have a competitive 

advantage in innovation?

• AI didn't just speed up innovation — it collapsed the cost of 
experimentation to near zero.

• If the idea is commoditised, what's the new source of durable 
advantage?

• The scarce resource is no longer creativity or capital — it's judgment, 
taste, and the courage to implement.
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Real World Example: Klarna
FinTech · Buy Now Pay Later · 85M customers worldwide

In early 2024, Klarna deployed an AI assistant that handled 2.3 million customer service 
conversations in its first month — the equivalent workload of 700 full-time agents. The system 
resolved queries in under 2 minutes (vs. 11 minutes for humans), with a 25% higher customer 
satisfaction score, across 23 markets and 35 languages.

Klarna paused large-scale hiring and redesigned its entire service model — not because AI 
replaced people, but because the economics of service innovation had fundamentally shifted.

"The innovation wasn't the AI — it was the decision to redesign the service model around 
what AI makes possible.“

700 — Agent-equivalent workload handled in month one
82% — Of all chats resolved autonomously without human escalation 
$40M — Projected annual profit improvement from the transformation
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Five Principles of AI-Era Innovation
1. Speed Asymmetry. Ideation-to-prototype now takes hours, not months. Competitive 

advantage has shifted from who has the best idea to who tests and iterates fastest.

2. The Democratisation Paradox. When everyone has the same AI tools, differentiation 
migrates upstream — to strategic judgment and contextual wisdom that AI cannot 
replicate.

3. Implementation as the Moat. The innovation edge no longer lives in the idea. It lives 
in the organisational capability to execute — culture, data infrastructure, and change 
leadership.

4. Continuous Reinvention. AI-native organisations run perpetual experimentation loops, 
treating products as living systems rather than projects with end-dates.

5. Human–AI as the Unit of Innovation. The competitive unit is the skilled human–AI 
collaboration — the team that best orchestrates the pairing, not the AI or the human 
alone.
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The Klarna Correction
What went wrong

• Customer satisfaction fell sharply — AI handled volume but not nuance
• Removing people without redesigning the work broke the system
• The CEO admitted: "We went too far. Cost was too predominant a factor"
• By 2025: rehiring underway, engineers drafted into customer service cover

The diagnosis They confused cost efficiency with innovation. The AI was efficient. It was 
not effective.

Principle #6 — Substitution vs. Augmentation
Replacing humans with AI is not the same as redesigning work around a human-AI 
partnership. The organisations that win combine AI's speed and scale with human 
empathy and judgment. Klarna got the technology right and the organisational design 
wrong.

"You can automate a transaction. You cannot automate a relationship."
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Driving Innovation in a Digital World

What is 
feasible with
Technology
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feasible with
Technology

Emerging 
Technology
Capabilities

New ways 
to Solve 

Problems

What is 

Changing User  
and Business 
Patterns

Radical 
Business 
Models

Rising User
Expectations

Incremental
Tech/Business
Improvements

Digital Innovation is a Response to Change
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Digital Innovation Requires New Techniques

feasible with
TechnologyR&D Studies

MVPs & Prototypes
Experimentation

Design Thinking
Jobs-To-Be-Done

Living Labs

What is 

Voice of the Customer
Focus Groups
User Data Analysis

Business Model Canvas
Value Prop Design
Marketplace Assessment

Personas 
Empathy Maps

Customer Journeys
Life Events

Value Prop Design
Value Engineering
Tech ROI Analysis
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R&D Meet E&S

M. Schrage, R&D Makes Room For E&S, MIT Sloan School
http://sloanreview.mit.edu/article/rd-meet-es-experiment-scale/ 

Research & Development (R&D) Model:
Traditional approach to innovation
• Stage-gate model from ideas to action

• Multiple layers of control and decision making

• Strong alignment across the organization

• Well-developed governance processes

• Relatively slow and inflexible

• Optimized to avoid surprises

When is this appropriate? When is it not?

Henry Chesbrough, “Open Innovation”
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377 

Action

Ideas

https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
https://www.amazon.co.uk/Open-Innovation-Imperative-Profiting-Technology/dp/1578518377
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R&D Meet E&S

M. Schrage, R&D Makes Room For E&S, MIT Sloan School
http://sloanreview.mit.edu/article/rd-meet-es-experiment-scale/ 

Experimentation & Scaling (E&S) Model:
Agile approach to innovation

• Based on agile software methods

• Scientific approach based on hypothesis testing

• Short, time-boxed iterations

• Quickly test new ideas and gain knowledge

• Minimize overheads to “fail fast”

• Disruptive to on-going working approaches

• Focused on fast learning & broad “bet spreading”

When is this appropriate? When is it not?

Steve Blank, “Four Steps to the Epiphany”
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358 

https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
https://www.amazon.co.uk/Four-Steps-Epiphany-Successful-Strategies/dp/1119690358
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The Amazon Flywheel
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Observations of digitally-driven organizations show that they prioritize 
different kinds of behaviours from traditional organizations

G. Westerman et al., Building Digital-Ready Culture in Traditional Organizations, MIT Sloan Management Review, May 2019.
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/ 

What is a Digital Culture?

https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
https://sloanreview.mit.edu/article/building-digital-ready-culture-in-traditional-organizations/
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The Hard Truth About Digital Leadership

Digitally-driven innovative cultures are misunderstood. The easy-to-like 
behaviors that get so much attention are only one side of the coin. They must be 
counterbalanced by some tougher and frankly less fun behaviours. 

• A tolerance for failure requires an intolerance for incompetence. 

• A willingness to experiment requires rigorous discipline. 

• Psychological safety requires comfort with brutal candor. 

• Collaboration must be balanced with individual accountability. 

• Flattening hierarchical decision making requires strong leadership. 

Digital leadership skills are paradoxical. Unless the tensions created are 
carefully managed, attempts to create an innovative environment will fail.

Adapted from: https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures

https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
https://hbr.org/2019/01/the-hard-truth-about-innovative-cultures
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• What impact is digital technology having in your domain? Use the 
lenses of Desirability, Feasibility, and Viability to describe it.

• How will these Digital Disruptions drive change in your domain?

• Which of these innovation techniques are most important? Why?

Activity 2
Go to workshop.exeter.digital

https://workshop.exeter.digital/
https://workshop.exeter.digital/
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Welcome to the Future (again)!
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AI is Driving Digital Transformation……
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…But Also Creating Huge Disruption……
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The Context for AI adoption in
Large Established Organizations

“AI won’t take your job….but someone more 
accomplished at using AI will!”

Common internet meme

“AI isn’t yet at the point where it can take your 
job….but it is past the point where an AI 
salesperson can convince your boss it can!”

Cory Doctorow
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Discussion

Is Your View of Today’s AI Capabilities Positive or Negative?

A: AI should be freely and rapidly adopted

B: AI use should be limited and closely controlled
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"Within the next few years, AI will 
be more capable than humans at 
the vast majority of economically 
valuable work.“
Sam Altman, OpenAI CEO, 2023

"AI will probably be smarter than 
any single human next year... 
probably smarter than all humans 
combined in 5 years.“
Elon Musk, 2024

AI State-of-the-Art
Views on AI Capability and Impact
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"Within the next few years, AI will 
be more capable than humans at 
the vast majority of economically 
valuable work.“
Sam Altman, OpenAI CEO, 2023

"AI will probably be smarter than 
any single human next year... 
probably smarter than all humans 
combined in 5 years.“
Elon Musk, 2024

"More than 80% say their 
organizations aren't seeing a 
tangible impact on enterprise-level 
EBIT from their use of GenAI.“
McKinsey State of AI Survey, 2024

"95% of enterprise GenAI pilots are 
failing... about 5% of AI pilot 
programs achieve rapid revenue 
acceleration; the vast majority stall, 
delivering little to no measurable 
impact on P&L.“
MIT NANDA Initiative, 2025

AI State-of-the-PracticeVS.AI State-of-the-Art
Views on AI Capability and Impact



AI State-of-the-Practice 2025 – Personal Productivity

● Automation of Mundane Tasks

● Ubiquitous Integration ("Copilot" Model)

● Shift from Automation to Augmentation

● Adoption is Widespread and Growing

● 44% of time spent on AI tools occurred during 
work hours in August 2025

● The top three uses of AI at work are generating 
ideas (44%) looking up information (41%) and 
creating written content (39%)

● 74% of those who used GenAI at work think it 
boosted their productivity a fair amount or a 
great deal

https://www.iabuk.com/standard-content/ai-usage-statistics 31

https://www.iabuk.com/standard-content/ai-usage-statistics
https://www.iabuk.com/standard-content/ai-usage-statistics
https://www.iabuk.com/standard-content/ai-usage-statistics
https://www.iabuk.com/standard-content/ai-usage-statistics
https://www.iabuk.com/standard-content/ai-usage-statistics
https://www.iabuk.com/standard-content/ai-usage-statistics
https://www.iabuk.com/standard-content/ai-usage-statistics


AI State-of-the-Practice 2025 – Organizational Adoption

● Large companies are actively managing GenAI risks but still face challenges 
such as inaccuracy, cybersecurity breaches, and intellectual property concerns. 

● Organizations often restrict GenAI use pending governance frameworks, 
impacting agility and innovation speed.

● Many organizations have centralized AI governance but spread out AI adoption 
teams across business units, leading to inconsistent policies and restricted tool 
use, which slows workflows and reduces operational efficiency.

● Around 27% of companies review all AI-generated content before use to 
mitigate risks, showing cautious and often restrictive practices in generative AI 
deployment that can delay responsiveness.

https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai 32

https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai
https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai
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https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai
https://www.mckinsey.com/capabilities/quantumblack/our-insights/the-state-of-ai


The AI Enterprise Adoption Paradox:
High Awareness, Low Implementation

Limited Strategic 
Approach

Only 22% of 
organizations have a 
clear strategy, with 4 in 
10 firms deploying AI 
in an ad hoc manner.

(Thompson Reuters, 2025)

Skills & Support Gaps

46% cite tech/data 
skills shortages; only 
29% of employees feel 
“fully supported” in 
using AI.

(McKinsey 2025)

Superficial 
Implementation

AI use cases doubled 
from 2023-24, but 
most firms use AI 
superficially with only 
25% of UK businesses 
using AI.

(Bain/EXPRE, 2025)

Organizations with clear AI strategies are twice as likely to see AI-driven revenue growth,
highlighting the cost of fragmented adoption.

33



AI is Economics, Not Magic
AI fundamentally reduces the cost of prediction.

Making it feasible to apply prediction to previously uneconomical tasks.

Success with AI requires rethinking business processes
to leverage cheap prediction while investing in complementary capabilities

Prediction Machines, Updated and Expanded: The Simple Economics of Artificial Intelligence
Power and Prediction: The Disruptive Economics of Artificial Intelligence

Ajay Agrawal, Joshua Gans, Avi Goldfarb 34



Basic Characteristics of Today’s AI

AI models are all about prediction
• Either predicting the correct “label”, the next word in a sentence, the next sound 

bite in music, or even a complex set of behaviours

• Models are powerful (especially the latest LLMs)

• But they are still “just” prediction machines 

So, what are AI models not?
• Truly creative (with AI, everything is derivative)

• Know the answer (with AI, everything has a probability)

• Neutral (with AI, they relay on the data they are trained on and feedback received)

• Infallible (being probabilistic means sometimes ‘making things up’)

35
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State of Digital Government Review, January 2025

• Fragmented technology

• Underused data

• Funding not reflecting modern digital practice

• Low service reliability

“As we move into a new era of opportunities created by AI and 
other technology innovations, we must take a realistic and 
unflinching view of how much more we have to do to create a 
modern digital government and reform public services.”

https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review 

https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
https://www.gov.uk/government/publications/state-of-digital-government-review/state-of-digital-government-review
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Key Facts From UK Government Digital Review

• £26 billion spent annually on digital and data in 2023 across the public sector.

• 47% of services offered by central government which still rely on non-digital 
methods like phone calls and paper forms.

• 97,000 digital and data permanent employees and contractors in the public 
sector.

• 9% of major tech programmes assessed as ‘Green’ (successful delivery highly 
likely); tech programmes are 60% more likely to be assessed as ‘Red’ (successful 
delivery highly at risk) than non-tech projects.

• 50% of digital and data recruitment campaigns failed in 2024; a decline in 
performance from 22% in 2019.

• 35% pay gap between public and private sector for technical architects.

• 3x average cost of a digital or data contractor relative to a permanent employee.
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Digital Transformation: 5 Key Lessons

1. Complexity and Technical Debt Kills Progress

2. All Management is Change Management

3. Organizational Alignment is Fragile

4. Keep the Focus on Value Creation

5. People Break Before Technology
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The Keys to Digital Leadership in the AI Era

At least 5 critical dilemmas that must be addressed

1. The Productivity Dilemma

2. The Value Dilemma

3. The Ethical Dilemma

4. The Leadership Dilemma

5. The Human Dilemma
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The Value Dilemma

• In a digital revolution we must rethink 
“who does what, who gets what”

• Moving from Value-in-exchange to 
Value-in-use

• All value is co-created

R. Lusch and S. Vargo, Service Dominant Logic, Cambridge Press, 2014.

• How is value created, shared, managed, and maintained? 
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Value-in-Use and Outcome-driven Strategy

• Digital transformation enables data about use

• A data-driven strategy drives the journey from Product-to-Service-to-Outcome

• Product offerings need to refine their outcome-driven strategies

• Some examples:

• Amazon seamlessly improves shopping outcomes.

• Apple seamlessly improves entertainment outcomes.

• Google seamlessly improves knowledge outcomes.

• Facebook seamlessly improves friendship outcomes.

• Centrica seamlessly improves comfort outcomes.

• Rolls-Royce seamlessly improves aircraft utility outcomes.

See: https://theodi.org/project/rd-digital-twins/ 

https://theodi.org/project/rd-digital-twins/
https://theodi.org/project/rd-digital-twins/
https://theodi.org/project/rd-digital-twins/
https://theodi.org/project/rd-digital-twins/
https://theodi.org/project/rd-digital-twins/
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Outcome-driven Strategy

• Several important pre-cursors for a successful outcome-driven strategy

– A strong understanding of the clients and their needs
• Clients as buyers vs Clients as users

– A well-developed ecosystem of partners in value creation and value sharing

– Cross-organizational alignment of incentives and compensation models from 

research to sales
• e.g., who gets paid for selling an outcome and when

– Constant monitoring and adjustment as outcomes shift
• Outcomes require careful review of “context”

• Client and partner relationships matter more than contracts

• Significant implications for staffing, organization, performance 

measures and compensation models
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People Planet Profit

The 3Ps

Evolving Range of Ethical Concerns 

• Digital approaches bring a range of ethical 
opportunities and challenges 

– Real-time data access

– Algorithmic decision making

– Cyber concerns

– Knowledge and power redistribution

– Resource use and management

– Increasing transparency

– Surveillance Economy
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AI Adoption Raises Many New Questions
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The Digital Leadership Dilemma 
• Digital native companies use different organizational forms

• Push to learn new leadership skills for the digital era

Bureaucracy
Position is privileged

Meritocracy
Knowledge is privileged

Adhocracy
Action is privileged

Coordination via…

By Rules
Coordination via…

Mutual adjustment
Coordination via…

Around opportunity

Decisions via…

Hierarchy
Decisions via…

Logical argument
Decisions via…

Experimentation

People motivated by…

Extrinsic rewards
People motivated by…

Personal mastery
People motivated by…

Achievement

• What is the role of a leader in a decentralized, disrupted, data-driven world? 
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The Human Dilemma

• Digital technology can complement or replace human activity
– Do digital technologies support us to enhance creativity?

– Or dehumanize the workplace and replace us?

• Digital technologies are contributing to record levels of disengagement, 
absenteeism, and mental health issues
– Technostress

– VUCA

– Always-connected with no off button 

– Supporting digitally-disadvantaged and excluded groups

• How do we accelerate digital ways of working
 while supporting and enhancing our people?
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Consider barriers to digital transformation in your domain:

•What are the main barriers to be addressed? Why?

•Which of these are the highest priority for you?

•What are the implications for an organization’s digital strategy?

Activity 3
Go to workshop.exeter.digital

https://workshop.exeter.digital/
https://workshop.exeter.digital/
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Summary
What Matters Now?

Advances in digital technology have forced a recalibration of the 
challenges, opportunities, and priorities for digital leadership.

1. Value
– Value-in-exchange to Value-in-use
– Rethinking Value and Values

2. Trust
– Who does what, who gets what
– Data ownership, tracking, monitoring

3. Risk
– Delivery risk vs. Operational Risk
– Cost of Agility vs. Cost of Inflexibility



52

Summary
Leading Innovation in a Digital World

•We need to be looking forward to 
drive change and deliver value

•The volatility and uncertainty 
requires looking ahead, not looking 
behind in the rear view mirror

How can you use digital technologies 
to help you look ahead?

What approaches to leadership will 
help you be more innovative?
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Leading and Managing with Uncertainty

Low

High

Outcome  

Measurability

Programmability
Strong Weak

53
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Leading and Managing with Uncertainty

Low

High

Outcome  

Measurability

Programmability
Strong Weak

Paint by Numbers
Leading as

‘conducting’

e.g. House building

Going on a Quest
Leading as

‘guiding’

e.g. Product 

development

Make a Movie
Leading as

 ‘directing’

e.g. Systems 

development

Walking in Fog
Leading as

‘scouting’

e.g. Early-stage 

research

54



55

Additional Materials

Access Additional Materials and Downloads at:

• An overview of key topics and issues in 
“Delivering Digital Transformation”
alanwbrown.gumroad.com 
(Use Code: “exeter100” for a 100% discount)

• Sign up for weekly “Digital Economy Dispatches”:
dispatches.alanbrown.net 

• DIGIT Lab, www.digit.ac.uk 

• INDEX Research Centre, www.ExeterINDEX.org 

http://alanwbrown.gumroad.com/
https://dispatches.alanbrown.net/
http://www.digit.ac.uk/
http://www.exeterindex.org/
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Thank You!
For more information go to: www.alanbrown.net 

http://www.alanbrown.net/
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