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Frontier Firms: The New
Business Model for the
Age of Al

A Strategic Playbook for Moving from
Experimentation to a Human-Led,
Agent-Operated Enterprise

Executive Summary

In the rapidly evolving landscape of artificial intelligence, a new breed of organization is
emerging—the 'Frontier Firm".

Coined by Microsoft, this term describes enterprises that don’t merely adopt Al; they lead with
it. These organizations integrate tools like Microsoft 365 Copilot not as add-ons, but as core
enablers of productivity, creativity, and competitive advantage.

This book is both a playbook and a provocation. Drawing directly from Microsoft’s extensive
research, case studies, and internal playbooks, we document the proven strategies of Frontier
Firms.
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The CEO’s Guide to Building a Frontier
Firm - Jared Spataro

In Microsoft’s WorkLab article “The CEO’s Guide to
Building a Frontier Firm,” the concept of a

transformative organization powered by Al is
introduced, redefining knowledge work.

In this leadership keynote, Jared Spataro, Microsoft’s CMO of Al at Work, explores how Al is
reshaping the very fabric of modern organizations.

The Frontier Firm represents a future where Al evolves from a supportive tool to the core of
operations, fundamentally reshaping how businesses function. The article outlines a
three-phase journey toward this vision.

In the first phase, employees use Al tools like Microsoft 365 Copilot as personal assistants to
boost productivity in tasks such as writing, data analysis, and coding. The second phase sees
humans collaborating with Al agents that handle more complex tasks, forming hybrid teams to
streamline processes.

The final phase, the Frontier Firm, positions Al agents as primary producers of work, with
humans focusing on strategic vision, relationship building, and overseeing these agents. This
shift demands a reimagination of organizational structures and workflows to fully integrate Al.

The Transition to a Frontier Firm

The transition to a Frontier Firm is not linear but follows a “jagged frontier” of progress.
Organizations are encouraged to experiment with low-stakes Al projects, verify their
effectiveness, and scale successful solutions.

Microsoft’s own sales team exemplifies this approach, using tools like Copilot and
autonomous Sales Agents to refine processes and identify challenges, as evidenced by
performance data from January to June 2024. The article underscores that the greatest risk
lies in inaction, as Frontier Firms leveraging Al are already gaining competitive edges.

The primary obstacle is not technological but cultural—reimagining work and building trust in
Al’s capabilities. Leaders must foster this trust, upskill their workforce, and redesign
processes to stay ahead. By integrating advanced Al organization-wide, Frontier Firms unlock
significant returns on investment, with human roles shifting toward creativity and judgment,
free from repetitive tasks.

365apps.pro | Page 3


https://www.microsoft.com/en-us/worklab/the-ceo-guide-to-building-a-frontier-firm
https://www.microsoft.com/en-us/worklab/work-trend-index/2025-the-year-the-frontier-firm-is-born
https://365apps.pro/

The article urges CEOs to act decisively, emphasizing that embracing Al is critical to shaping
the future of work and maintaining a competitive advantage in an Al-driven world.

Al at Work: How Human-agent Teams Will Reshape
Your Workforce

In a companion guide the team explores the evolution of work through human-Al agent
collaboration, outlining three stages of Al integration in the workplace.

In the first stage, Al tools like Microsoft 365 Copilot act as personal assistants, enhancing
individual productivity in tasks such as writing, data analysis, and coding. The second stage
involves human-agent teams, where Al agents handle complex, specialized tasks, working
alongside humans to streamline workflows, as seen in Microsoft’s sales teams using tools like
Sales Chat.

The third stage envisions a fully integrated “Frontier Firm,” where Al agents perform most
operational tasks, allowing humans to focus on strategic, creative, and relationship-driven
roles.

However, challenges include ensuring trust in Al outputs, addressing data privacy, and
upskilling employees to manage Al agents effectively. The article emphasizes a phased
approach—starting with low-risk pilots, verifying results, and scaling successful
implementations. Leaders must foster a culture of experimentation and adaptability to
navigate this “jagged frontier” of progress.

Human-agent collaboration promises to amplify human potential, freeing workers from
repetitive tasks to focus on innovation and decision-making. To succeed, organizations must
align Al adoption with business goals, integrate agents thoughtfully, and maintain human
oversight for ethical and accurate outcomes.

The critical insights are that embracing human-agent teams is essential for staying
competitive, urging leaders to act now to shape a future where Al augments human ingenuity.

Copilot

This is not merely a business that adapts to technological advancements but one that
redefines its very essence through the seamless integration of human ingenuity and artificial
intelligence.

At the heart of this transformation lies Microsoft 365 Copilot, a groundbreaking tool that
transcends traditional productivity software to become a catalyst for human-agent
collaboration, intelligent automation, and on-demand decision-making.

The Frontier Firm is defined by its ability to operate at the edge of possibility, where decisions
are not just data-driven but intuitively informed, where processes are not just efficient but
dynamically adaptive, and where employees are not just task-doers but empowered
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innovators.

Microsoft 365 Copilot enables this vision by embedding Al deeply into the workflows,
communications, and creative processes that drive modern organizations. It is not a tool that
replaces humans but one that amplifies their potential, enabling them to focus on what truly
matters: strategy, creativity, and meaningful connection.

Frontier Firms leverage Copilot’s capabilities to foster collaboration between humans and Al,
automate intelligently to eliminate inefficiencies, and make decisions with unprecedented
speed and precision. From reimagining knowledge work to unlocking new models of
innovation, this is a guide to building the organizations of tomorrow—today.

The Path Forward

Microsoft 365 Copilot is more than a productivity tool; it’s a cornerstone of the Frontier Firm,
enabling a new paradigm of work where humans and Al collaborate seamlessly. By amplifying
human potential, streamlining workflows, and enabling real-time decision-making, Copilot
empowers organizations to operate with unprecedented agility and innovation. As Frontier
Firms embrace this model, they redefine what it means to work, compete, and thrive in a
rapidly evolving world.

This exploration only scratches the surface of human-agent collaboration. The Frontier Firm’s
journey is just beginning, and Microsoft 365 Copilot is the guide, unlocking possibilities that
were once unimaginable.
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Part 1: The Emergence of the Frontier
Firm

Chapter 1.1: The New Competitive Divide: From
Laggards to Leaders

The business landscape is on the precipice of a fundamental bifurcation, one that will create a
new and permanent class of leaders and laggards. This is not a cyclical trend; it is a systemic
re-architecting of the modern enterprise. Microsoft's 2025 Work Trend Index identifies the
emergence of a "new kind of enterprise" it terms the "Frontier Firm". This report defines a
Frontier Firm as an organization that is not merely adopting Artificial Intelligence but is
rearchitecting its entire operation around it, building a new business model powered by
“intelligence on tap, human-agent teams, and a new role for everyone: agent boss".

This framework is being introduced at a moment of acute executive anxiety. A consensus of
82% of business leaders agree that 2025 is a "pivotal year to rethink how their organization
operates". Yet, this ambition is colliding with a harsh reality: "only a fraction have modernized
the infrastructure needed to support this shift". This chasm between ambition and capability
has created a "leadership gap".

This leadership gap is the source of a new, accelerating competitive pressure. The divergence
is no longer theoretical; it is measurable. While laggards are still "debating pilot programs,”
Frontier Firms are scaling Al across their operations. This is not a simple technology gap. The
assertion from the market's leading voices is that "Cloud + Al isn't a tech trend. It's the new
business model".

The "Frontier Firm" concept, therefore, serves as a powerful strategic narrative. It is a
prescriptive ideal, backed by data, designed to create a sense of urgent competitive anxiety. It
reframes the Al conversation away from simple "adoption" and toward a complete
"transformation," positioning a modern cloud foundation as the non-negotiable entry fee for
relevance in the next decade. The narrative compels leaders to assess their position: are they
building a Frontier Firm, or are they becoming a laggard by default?

Defining the Frontier Firm: The Three Pillars

The Frontier Firm model is built on three foundational concepts that, in concert, upend
traditional assumptions about work, expertise, and organizational structure.

1. Intelligence on Tap: This is a fundamental economic shift. For decades, intelligence was
a scarce asset, bound by human time, energy, and cost. The Frontier Firm operates on
the principle that intelligence is becoming an abundant, affordable, on-demand
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utility—akin to "buying intelligence like electricity".

2. Human-Agent Teams: This represents the next evolution of collaboration, moving Al
from a passive tool to an active teammate. The new default unit of work is the
"human-agent team", designed from the ground up for "human-Al collaboration” to
maximize the value of both.

3. A New Role for Everyone: Agent Boss: The model redefines the relationship between
an employee and their software. The employee is no longer a "user" of a tool; they are an
"agent boss". This semantic shift is profound, implying a new, universal skill set focused
on delegation, orchestration, and management of digital labor.

The Five Defining Traits and the Measurable Payoff

Organizations are identified as Frontier Firms based on a specific set of five traits that
demonstrate a deep, systemic commitment to this new model:

Organization-wide Al deployment (moving beyond isolated projects).

Advanced Al maturity (scaled implementation, not just pilots).

Current, active use of Al agents.

Projected extensive use of agents in the near future.

A core organizational belief that agents are critical to realizing a return on investment
(ROI).

ok owbd~

This is not a theoretical exercise. The small fraction of companies that meet this high
bar—only 844 out of 31,000 workers surveyed by Microsoft and Edelman Data x Intelligence
identified as being at one—are already reaping disproportionate rewards.

The data shows a clear performance gap. Frontier Firms report better business outcomes at a
rate that is 4x greater than slow adopters across the most critical metrics: 87% in brand
differentiation, 86% in cost efficiency, 88% in top-line growth, and 85% in customer
experience. Furthermore, IDC analysis shows these leaders are achieving returns that are 3x
higher than their slow-adopting peers.

This 3x to 4x performance lift indicates that the "Frontier Firm" is not just a company that uses
Al well; it is a company with a fundamentally different, and superior, business model.

The "laggards" debating pilots are viewing Al as an additive tool for marginal gains. The
Frontier Firms, by "reimagining their operating models with Al at the core". are creating a
systemic, compounding advantage. This reframes the "adoption” challenge as a "business
model transformation” challenge.

Chapter 1.2: The New Operating System for Work

The urgency behind the Frontier Firm model is a direct response to a critical business failure:
the "infinite workday". For decades, productivity tools have, paradoxically, created more work.
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The average knowledge worker is interrupted every two minutes and inundated with over 100
emails and 150 Microsoft Teams messages daily. This has led to a state of permanent "admin
churn," where 80% of global workers report lacking the time and energy to complete their
essential responsibilities.

Frontier Firms attack this problem by applying the Pareto Principle at scale. They deploy Al
and agents to automate the 80% of low-value, repetitive tasks—status meetings, routine
reports, administrative churn—to reclaim human time and energy for the 20% of work that
actually moves the business: "deep work, fast decisions, and focused execution".

This requires more than a new tool; it requires a new organizational blueprint. The Frontier
Firm model proposes three radical new structures:

1. From Org Chart to "Work Chart": The traditional, hierarchical org chart is optimized for
functional expertise and reporting lines. The "Work Chart" is a dynamic, fluid construct
structured not around who you report to, but around the "jobs that need to be done".
This "Work Chart" is the operational structure required to make "human-agent teams" a
reality. It implies a future where agile, hybrid teams of humans and agents are assembled
for a specific mission, execute it, and then disband, with their members—both human
and Al—reallocated to the next “job." This is a fundamental re-architecture for agility.

2. New Function: “Intelligence Resources": This model posits the creation of a new
corporate function, described as "a blend of IT and HR". This department is responsible
for managing "digital labor" as an organizational asset. The creation of such a function
will inevitably spark a new, high-stakes battle for C-suite ownership. Does the Chief
Human Resources Officer (CHRO) manage an Al agent's "performance" and "skilling"? Or
does the Chief Information Officer (CIO) manage it as a piece of software, focusing on
security and procurement? This "blend" will force the creation of a new, integrated
governance body with authority over both traditional domains.

3. New Metric: "Human-Agent Ratio": A new, C-suite-level Key Performance Indicator
(KPI) will emerge, dedicated to "optimizing the balance of human oversight with agent
efficiency on human-agent teams". This metric moves Al from an IT expense to a core
component of labor strategy.

Chapter 1.3: The CEO’s Journey: A Three-Phase
Transformation

For C-suite leaders, the primary barrier to becoming a Frontier Firm is not the technology; it is
"the challenge of imagining and executing a totally new way to work". To make this
transformation tangible, Microsoft articulates a three-phase maturity model, a journey from
simple assistance to a fully agent-operated enterprise.

Phase 1: Human with Assistant

e Description: This is the entry point, where every employee uses Al as a personal
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assistant to work "better and faster".

e Example: An employee uses Microsoft 365 Copilot to summarize unread emails, take
meeting notes, draft a presentation, or analyze data in Excel.

e Impact: The work itself does not change. Humans still drive 100% of the process. This
phase is about personal productivity and efficiency on existing workflows.

Phase 2: Human-Led Agents

e Description: This is the first major shift, as agents join teams as "digital colleagues".
Humans delegate specific, complex tasks to these agents.

e Example: A sales team uses a "Sales Chat" agent. This agent can triage support tickets,
facilitate a brainstorming session, or provide real-time coaching. It consolidates
information, "eliminating the need to toggle between dozens of tools".

e Impact: This boosts productivity at the team level. It augments employees with new skills
and frees human members to take on new, more valuable tasks.

Phase 3: Human-Led, Agent-Operated (The True Frontier Firm)

e Description: This is the ultimate vision. Humans move to a strategic role, defining goals
and assigning them to agents. These agents then "work mostly with other agents to
perform complex operations," escalating to humans for guidance only when necessary.

e Example: A "Sales Agent" is assigned to autonomously handle prospecting for new
customers. The agent researches leads, sets up meetings, and emails customers. A
human seller only "takes over to close the deal". This creates a new "Al territory," where
an agent operates independently to deliver value.

e Impact: This is a new business model. Agents become the primary producers of work.
Human roles evolve into "agent managers," with leadership shifting from "managing
people" to "orchestrating performance"” and "designing systems".

This three-phase model is a brilliantly designed maturity curve. It de-risks a radical,
operationally disruptive vision (Phase 3) by starting with a simple, high-value, low-risk product
(Phase 1). Selling an M365 Copilot license (Phase 1) is a straightforward productivity sale.

This "land and expand" strategy embeds the Al platform within the organization, creating the
cultural familiarity and technical dependency needed to naturally upsell the enterprise to the
more deeply integrated (and higher-margin) services of Phase 2 and Phase 3.

As organizations advance, leaders are warned to expect a "jagged frontier". Progress will not
be linear or uniform. A company will have some teams in Phase 3 while others are still in Phase
1.

This "jagged frontier" concept is a crucial piece of change-management vocabulary. It
reframes the inevitable, messy reality of a complex rollout, giving leaders permission for
uneven progress. It allows them to report that they are "navigating the jagged frontier,” which
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sounds strategic, rather than "facing a stalled deployment,” which sounds like failure.

Part 2: Blueprints in Action: Case
Studies from the Frontier

This part moves from the theoretical framework to operational reality, analyzing how the
organizations Microsoft identifies as Frontier Firms are implementing this vision. From these
cases, four universal lessons emerge: "put people first, innovate responsibly, experiment
boldly, and measure what matters".

Chapter 2.1: Adecco: Augmenting the Human Touch
(63% Productivity Gain)

Challenge: As a global leader in recruitment, Adecco must manage an incredibly high
volume of human-centric interactions. Their challenge was to scale operations and
“revolutionize recruitment" without losing the essential human touch.

Al Solution: Adecco deployed Al to its 25,000 recruiters by integrating Microsoft 365
Copilot and other GenAl capabilities into a proprietary "Recruiter GenAl Suite".
Measurable ROI: The results were immediate and profound. Adecco reports "up to a
63% increase in productivity". This allows recruiters to "spend more time having valuable
conversations with candidates".

Best Practice: Adecco's success is not the result of a single tool. It is the dividend from a

long-term, dual-pronged strategy.

1. Cultural Enablement: Adecco's leadership championed Al learning by creating an
"Al Influencer Community." This internal program allows employees to engage with
experts, share use cases, and explore best practices, creating a bottom-up,
peer-to-peer upskilling engine.

2. Technical Foundation: This cultural work was built on a "Cloud-First" strategy on
Microsoft Azure and a massive data platform modernization. By implementing
Microsoft Dynamics 365 Finance, Adecco unified its global back-office operations,
creating a "golden source" of financial data. This unified data backbone is what
makes their Al tools effective.

Chapter 2.2: ABB: Forging the Smart Industry (30% Efficiency Boost)

Challenge: ABB, a global leader in electrification and automation, operates in the world
of heavy industry. Their challenge was to bring Al to complex, physical environments to
optimize industrial operations, maintenance, and sustainability.

Al Solution: ABB developed the "ABB Ability™ Genix" platform, an industrial loT and Al
suite. The platform's "Genix Copilot," powered by Azure OpenAl Service, provides a
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natural language interface for real-time data from "tens of thousands of sensors, robots,
and control devices" on the factory floor.

Measurable ROI: The impact is measured in physical-world efficiency. Customers using
Genix Copilot have seen up to a 35% cost savings in operations and maintenance, a 30%
boost in production efficiency, and a 25% improvement in energy and emissions
optimization.

Best Practice: ABB demonstrates how the Frontier Firm model applies to physical
industry. Their strategy is to be "leaner and cleaner", using Al to achieve the "combined
goals of efficiency, reliability, and sustainability". They have created an "interconnected
ecosystem of intelligence" that proves the "Cloud + Al" business model is not just for
knowledge work.

Chapter 2.3: Air India: Democratizing Al for Operational Excellence

Challenge: Air India is in the midst of a five-year transformation, migrating from decades
of legacy systems while managing the decentralized data and high call volumes inherent
to a major airline.

Al Solution: The airline adopted a dual Al approach:

1. Customer-Facing: They built "Al.g," one of the industry's first generative Al virtual
agents, on Azure OpenAl.

2. Internal: They became an early adopter of Microsoft 365 Copilot for employee
productivity and simultaneously implemented Salesforce Data Cloud to give service
agents a 360-degree view of the customer.

Measurable ROI: The "Al.g" agent is a clear operational success, handling 30,000

customer queries daily with 97% full automation. This automation saves the company

“several million dollars a year".

Best Practice: Air India's strategy is to "democratize Al", making it accessible to all teams

to close skill gaps. However, a deeper analysis reveals a more nuanced and critical

lesson: the "Frontier Firm" is a best-of-breed integrator, not a single-vendor "Microsoft
shop." While Microsoft's blogs feature the Azure and Copilot stories, Air India's own
success story in solving its "decentralized data" problem is powered by Salesforce Data

Cloud and Service Cloud. The true Frontier Firm lesson from Air India is that success

requires a multi-vendor ecosystem (e.g., Microsoft for productivity, Salesforce for

customer data) integrated into a seamless, Al-infused operation.

Chapter 2.4: Loft Orbital: Al at the Ultimate "Edge"

Challenge: Loft Orbital's mission is to "simplify access to space". This requires a radical
new approach to satellite operations and processing the vast amounts of data generated
in orbit.

Al Solution: Loft builds Al-powered satellites that use edge computing to process data
on-demand in space. Their developers rely heavily on GitHub Copilot for faster, more
accurate coding. They also partner with Microsoft to use the Azure Orbital space edge
SDK, which allows developers to deploy "virtual missions" (software apps) directly to
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satellites.

Best Practice: Loft operates on a "SatDevOps" culture, which treats a satellite not as a
piece of hardware, but as a "platform" for software. They leverage trusted partnerships
(Microsoft) for the secure, scalable infrastructure needed to innovate at this level.

Loft Orbital is the "Phase 3" vision made real. They are not just using Al on Earth; they
are "building smarter satellites” that function as Al-ready edge compute nodes. Their
"virtual mission" concept, where a developer on Earth can deploy an app to a satellite in
orbit via an Azure API, is the most advanced example of the "agent-operated" enterprise.

Chapter 2.5: HEINEKEN: Disciplined Experimentation in a
160-Year-Old Enterprise

Challenge: For a 160-year-old company, the challenge is to drive new growth and
efficiency without getting stuck in endless "pilot-itis" or disrupting a functional global
business.

Al Solution: HEINEKEN is "weaving Al into every part of the business", from supply chain
and brewing to marketing and sales. Specific examples include "AIDDA" (Artificial
Intelligence Data-Driven Advisor) to support sales reps and "Kim" (Knowledge and Insight
Management), an Al engine that surfaces insights from hundreds of thousands of internal
documents.

Best Practice: HEINEKEN's culture is the key lesson. They practice "disciplined
experimentation". Their process is to "pilot high-impact use cases, rigorously measure
results, and scale what works". The focus is always on tangible growth in areas like
“consumer insights, brand building, revenue management, [and] sales execution".
HEINEKEN provides the essential cultural blueprint for how an established, non-tech,
legacy company can "become frontier" through a patient, metrics-driven, and scalable
process.

Chapter 2.6: Commonwealth Bank (CommBank): Building Al Fluency
and Trust

Challenge: As one of Australia's largest financial institutions, Commonwealth Bank

(CommBank) must innovate within a highly regulated environment where trust and

security are paramount.

Al Solution: CommBank initiated an early, large-scale adoption of Microsoft 365 Copilot

but backed it with a highly structured, three-tiered Al skilling initiative: "Leading Al" (for

executives), "Working with Al" (for employees), and "Building Al" (for technical

specialists).

Measurable ROI: The bank saw two distinct forms of ROI:

1. Productivity: Early M365 Copilot adopters reported saving 16% of their time by
reducing repetitive tasks.

2. Strategic: The more critical impact was on security. Aided by Al-powered tools,
CommBank achieved a 50% reduction in customer scam losses and a 30% drop
in customer-reported frauds. Al-powered messaging also helped reduce call
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center wait times by 40%.
e Best Practice: CommBank's story reveals a crucial insight for any regulated industry: the
most valuable "Frontier" application of Al is not just productivity. The 16% time-saving is a
"nice-to-have"; the 50% reduction in scams is a strategic, existential "must-have."
CommBank demonstrates that a "Frontier Firm" in banking leads with skilling, trust, and
security first.

Table 1: Frontier Firm Case Study Scorecard

Company Industry Core Al Solution | Key Best Measurabl
Challenge / Platform Practice e ROI (The
(The “Proof")
"How")
Adecco Recruitmen Human-cen | "Recruiter Cultural Up to 63%
t tric scaling; | GenAl Enablement | productivity
Recruiter Suite"; 2 "Al gain
efficiency M365 Influencer
Copilot; Community
Azure; !
Dynamics
365
ABB Industrial Operational | "Genix Unifying 35% cost
Automation | inefficiency; | Copilot"; OT/IT data saving
Sustainabili Azure for "leaner (Ops); 30%
ty goals in OpenAl and efficiency
heavy Service cleaner" gain
industry operations (Production
)
Air India Airlines Legacy "Al.g" "Democrati 97% query
systems; virtual zing Al"; automation;
Decentraliz agent; Best-of-bre [ $MMs
ed data; Azure; ed saved
Poor M365 (multi-vend [ annually
Customer Copilot; or)
Experience Salesforce integration
(CX) Data Cloud
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Loft Aerospace Access to GitHub "SatDevOp Faster code
Orbital space; Copilot; s" culture; dev;
On-orbit Azure "Virtual On-orbit Al
data Orbital missions" processing
processing SDK; Edge (satellite as
Compute a platform)
HEINEKEN CPG/Brewin | Driving "AIDDA" "Disciplined | Tangible
g growth and (Sales); experiment gainsin
innovation "Kim" ation": Pilot, | sales,
ina (Knowledge | Measure, marketing,
160-year-ol | ); Azure Al Scale and supply
d company chain
CommBan Banking Regulatory M365 Structured, 16% time
k hurdles; Copilot; 3-tiered saving;
Fraud & Custom org-wide 50%
security; GenAl skilling; reduction in
Employee security "Trust & customer
productivity | tools Security" scam
first losses

Part 3: The Universal Playbook: A

Comparative Strategy for Al Adoption
Chapter 3.1: Synthesizing the Strategic Frameworks

Microsoft's "Frontier Firm" is a powerful and well-articulated model, but it is one vision among
many. A robust, C-suite-level strategy requires expanding this view to synthesize the
consensus from the world's leading technology and consulting firms. When analyzed together,
these "competing" frameworks are not mutually exclusive. They describe different, but
interdependent, layers of a single, unified "Al Transformation Stack."

A successful transformation requires leaders to manage all six layers of this stack:
1. Layer 1: The Data Foundation (The "Al Ladder")

o Leading Voice: IBM.

o Framework: The "Al Ladder" is a 4-step process: Collect (make data accessible),
Organize (create a business-ready foundation), Analyze (build/scale models), and
Infuse (operationalize Al).
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o

Core Principle: "There is no Al without IA" (Information Architecture). This layer
emphasizes that the vast majority of Al failures are due to data preparation and
organization, not the Al models themselves.

Layer 2: The Technical Platform (The "Modern Cloud")

o

@)

Leading Voices: Amazon (AWS) and Google.

Framework: The "AWS Cloud Adoption Framework for Al"* (CAF-AIl) and the "Move to
Al" Modernization Pathway provide a structured, infrastructure-first approach. This
layer is about building the layered technical architecture for data, foundation model
access, and security.

Core Principle: This layer, which echoes Microsoft's call for a "modern cloud
foundation", is the engine. It provides the scalable, secure platform required to
"Access," "Automate,” and "Scale" the Al models, as Google's framework terms it.

Layer 3: The Governance Guardrails (The "TRiSM")

@)

o

Leading Voice: Gartner.

Framework: Gartner's strategy essentials (Vision, Value, Risk) are operationalized
through the "Al TRiISM" (Trust, Risk, and Security Management) framework.

Core Principle: This layer provides the "guardrails" that enable speed by building
trust. It involves extending existing governance frameworks to manage Al-specific
risks, ensuring compliance, and establishing clear accountability.

Layer 4: The Deployment Model (The “Al Matrix")

o

@)

Leading Voice: Bain & Company.

Framework: The "Al Deployment Matrix" provides a 2x2 to classify how Al is
deployed. It moves from simple "Personal Productivity" (individual, out-of-the-box)
to "Embedded Assistants" (enterprise, out-of-the-box) and finally to the true Frontier
Firm model: "Digital Worker" (enterprise, tailored).

Core Principle: This layer forces leaders to be intentional about their deployment
strategy, distinguishing between simple, additive productivity tools and true,
transformative, bespoke solutions.

Layer 5: The Organizational & People Model (The "Human Capital®)

@)

o

Leading Voices: McKinsey & Company and Forrester.

Framework: McKinsey's "Six Pillars of Al" includes "Talent" and "Operating Model" as
foundational. This involves a shift to "agentic" structures. Forrester emphasizes
building "AlIQ" (Al Literacy) across the entire organization.

Core Principle: This is the human layer. It focuses on the skilling (like CommBank's

3-tiers), cultural readiness (like Adecco's "Al Influencers"), and organizational
re-design required to make the human-agent teams function.

Layer 6: The Strategic Vision (The "Frontier Firm")

@)

o

Leading Voices: Microsoft and McKinsey.
Framework: This is the C-suite "Why." It is Microsoft's
vision and the "Strategy" pillar in McKinsey's model.
Core Principle: This is the North Star that aligns all other layers. It defines whether
Al is a cost-cutting tool or, as McKinsey's high-performers demonstrate, an engine

Human-led, Agent-operated"
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for "growth" and "innovation".

Chapter 3.2: The Al Adoption Matrix: A Unified Model

A leader can use this "Unified Stack" as a diagnostic tool. A transformation initiative fails when
one or more of these layers are missing. For example, a company with a brilliant "Vision"
(Layer 6) and "Platform" (Layer 2) will fail if its "Data" is a mess (Layer 1) and it has no
"Governance" (Layer 3).

The following table synthesizes these frameworks into a single, comprehensive matrix. It
provides a C-suite-level checklist to diagnose organizational readiness and build a complete,
resilient Al strategy.

Part 4: Navigating the Jagged Frontier:
From Strategy to Execution

Chapter 4.1: Overcoming the Scaling Challenge

Knowing the "Unified Stack" (Table 2) is not the same as executing on it. The single greatest
challenge facing organizations is the "scaling gap"—the chasm between promising pilots and
enterprise-wide value.

The data on this is stark. McKinsey's 2025 Al survey reveals that while 88% of organizations
are using Al, nearly two-thirds (67%) have not yet begun to scale it, remaining stuck in the
"experimenting" or "piloting" phases. This is not a sustainable position; Gartner predicts that
30% of generative Al projects will be abandoned entirely after the proof-of-concept (POC)
phase. The result is a significant gap between activity and impact: while many report
use-case-level benefits, only 39% of executives report seeing a material impact on their
company's EBIT.

This scaling gap is not just a technical problem; it is a political and financial one. A pilot can
succeed within a single department, showing a 20% efficiency gain. But to achieve
enterprise-level EBIT impact, that solution must be "infused" (as IBM terms it) across the
entire organization. This requires "redesigning workflows", which involves securing a
multi-million-dollar budget and the political buy-in from multiple, cross-functional VPs, many
of whom are resistant to changing their processes.

The solution, therefore, must be both cultural and procedural.

e Procedurally: Adopt the AWS recommendation to "start with well-defined, limited-scope
projects that can demonstrate clear business value".
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e Culturally: Embrace the HEINEKEN model of "disciplined experimentation": "pilot
high-impact use cases, rigorously measure results, and scale what works".

This is why, as Forrester's 2025 survey notes, leadership structure matters. In APAC, where Al
adoption is fastest, 33% of respondents identify the CEO as the primary owner of Al strategy.
In North America, that number is 18%, and in Europe, just 8%. Scaling fails when a mid-level
manager owns it; it succeeds when the CEO does, providing the political and financial capital
to move from pilot to production.

Chapter 4.2: Governance as the Engine of Scale

For many leaders, "governance" is seen as a blocker, a set of rules that slows down innovation.
They are mired in “"challenges around security, privacy, governance and cost".

This view is a strategic error. In the age of Al, robust governance is the engine of scale.
Organizations cannot and will not scale solutions they cannot trust. A “Frontier Firm" reframes
governance as the foundation that enables speed.

Two actionable frameworks are essential:

1. Gartner's Al TRiSM: This framework for Trust, Risk, and Security Management provides
the C-suite with a comprehensive playbook for managing Al. It involves maintaining an
inventory of all Al assets, implementing risk scoring, ensuring auditability, and, critically,
aligning stakeholders from security, IT, legal, and compliance.

2. Forrester's "Minimum Viable Al Governance": For organizations paralyzed by the
complexity, this provides an actionable 90-day plan. It includes defining Al risk levels,
creating a use-case intake process, documenting models, and establishing
"human-in-the-loop" checkpoints.

As organizations move toward Phase 2 ("Human-led Agents") and Phase 3
("Agent-Operated"), governance itself must evolve. Traditional governance is "periodic" and
"paper-heavy", such as an annual audit. This model is useless for an autonomous agent that
"operates continuously" and makes thousands of decisions per minute.

The governance of the future must be "real time, data driven," and automated. This means
the governance framework will itself be an Al-powered system—a "guardrail” that monitors,
audits, and can shut down an agent in real-time.

Chapter 4.3: The Human Imperative: Building Al Literacy (AlQ)

The final, and most significant, bottleneck is the human element. The technology is advancing
faster than the workforce's ability to absorb it. Forrester's data shows that "more than half of
employees have low AIQ" (Al literacy).

This creates a dangerous gap in trust and perception. Microsoft's 2025 Work Trend Index
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reveals that while 79% of leaders are optimistic that Al will accelerate their careers, only 67%
of employees share that optimism. This is a skilling and change-management crisis in the
making.

The solution is a multi-tiered, systemic approach to upskilling:

e Top-Down: A structured, formal skilling program, like the 3-tiered model from
CommBank: "Leading Al" (for executives), "Working with Al" (for all employees), and
“Building Al" (for engineers).

e Bottom-Up: A culturally-driven, organic learning environment, like the "Al Influencer
Community" from Adecco, where "super users" can share best practices and build
momentum.

This training will become a baseline requirement for employment. Gartner predicts that by
2027, 75% of hiring processes will include certification or testing for Al proficiency.

However, the most critical skill for the "agent boss" is not prompt engineering; it is critical
thinking. The dark side of over-reliance on Al is a predicted "decline in critical thinking".
Gartner provocatively forecasts that 50% of organizations will introduce "Al-free"
assessments to counteract this skill degradation.

This is supported by findings from the Australian government's Copilot trial, which concluded
that "managers also require specific training to help verify Copilot outputs™.

The role of the "agent boss" is not just to delegate, but to be the human checkpoint for
verification and the final point of accountability. The future of knowledge work, therefore, is
not "humans replaced by Al," but "humans who cannot critically manage Al replaced by
humans who can."

Chapter 4.4: Conclusion: Orchestrating the
Human-Led, Agent-Operated Enterprise

The emergence of the "Frontier Firm" signals a non-negotiable, systemic transformation of
the global business landscape. This is not a technology upgrade. It is a fundamental,
decade-long shift in the business model, the organizational structure, and the very nature of
work.

As this analysis has shown, the journey is defined by a three-phase evolution: from Al as a
personal assistant (Phase 1), to Al as a digital colleague (Phase 2), to a fully
agent-operated enterprise (Phase 3). The path to this future will be a "jagged frontier", with
progress unfolding unevenly across functions and teams.

Success requires a new form of leadership—one that shifts from managing people to
designing systems and orchestrating performance. It demands that C-suite leaders act as a
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unified body, building a strategy that addresses all six layers of the "Unified Stack" (Table 2):
the Vision to set the North Star, the Data and Infrastructure to lay the foundation, the
Technology to provide the tools, the Talent to create the culture, the Governance to build
trust, and the Scaling plan to capture value.

The case studies of firms like Adecco, ABB, Air India, HEINEKEN, and CommBank provide the
blueprint. They have moved with "disciplined experimentation”, built on a "Cloud + Al"
foundation, and maintained an unshakeable focus on upskilling their people to create a
human-led, agent-operated enterprise.

For the leaders reading this report, the message is clear. The primary barrier is not
technology; it is, as Microsoft's CEO guide states, a challenge of imagination. The real risk, in
an era where 3x to 4x performance gaps are opening between leaders and laggards, is
inaction. The future belongs to the Frontier Firm.
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