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Executive Summary 

Ninety-five percent of enterprise AI initiatives fail to deliver a measurable return. The figure is MIT’s, 

drawn from a 2025 study of three hundred deployments, and the broader pattern it describes is echoed 

across subsequent RAND, Gartner, and Deloitte research. The most important part of the finding, 

however, is not the number. It is the cause. These projects do not fail because the models are weak. They 

fail because of everything around the model: the data it cannot trust, the workflows no one redesigned, 

the governance no one built, and the economics that quietly break at scale. 

That relocation of the problem is the entire argument of this paper. If AI failure is organizational rather 

than technological, it cannot be delegated to the IT function. It belongs to the chief executive. This paper 

sets out a leadership architecture for the AI transition built on two connected frameworks: the Three 

Mandates the CEO must personally hold — Architect, Operator, Steward — and AI-SAFE, the six-layer 

system view through which those mandates are exercised. It grounds the argument in verified 2026 cases 

and closes with the decisions that should never be rushed and a ten-point playbook. 

T H E  C O R E  T H E S I S  

The AI transition is a leadership transition. What separates the companies that compound from those 

that stall is not the models they license. It is whether their leaders held the three mandates personally, 

and orchestrated them, early enough. 

1. The Value Gap: Spending Without Return 

Enterprises have spent an estimated thirty to forty billion dollars on generative AI. The return, in 

aggregate, has been negligible. Three independent figures frame the gap. 

 
Sources: MIT NANDA (2025); RAND; Gartner. 

The pattern beneath these numbers is consistent. Pilots impress in the demonstration and stall in 

production. Adoption is high; transformation is rare. MIT named the divide directly: a small minority of 
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firms extract real value, while the majority remain stuck with no measurable impact on the profit and loss 

statement. The differentiator was not the technology each group had access to. It was how they 

approached adoption, governance, and organizational change. 

Confirmed again in 2026: Deloitte’s survey of 3,235 leaders found that roughly eighty percent of 

enterprises still lack mature governance for autonomous agents, even as seventy-four percent plan to 

deploy such agents within two years. The gap between ambition and readiness is not closing on its own. 

Where the value is actually lost 

When the failures are decomposed by root cause, a clear pattern emerges. The model itself is the smallest 

contributor. The overwhelming majority of lost value traces to the layers around it: the data, the 

workflows, the absence of a defined outcome, and the economics of scale. 

 
Approximate distribution of AI failure causes. The model accounts for the smallest share; the organizational layers dominate. 

Read together, these causes make a single point: roughly nine in ten failures originate in work the 

organization owns and controls, not in the model it licensed. That is good news, because it means the 

failure rate is addressable by leadership rather than dependent on the next model release. 

2. The Reframe: AI Is a Substrate, Not a Tool 

Most organizations still treat AI as a tool, something to adopt, bolt onto existing workflows, and manage 

a few levels below the C-suite. Under that assumption, the natural strategy is to run pilots, measure them, 

and wait for productivity to arrive. It rarely does. 

The firms pulling ahead operate from a different premise. They treat AI as a substrate — the material the 

work is built from, the way electricity and the internet became substrates rather than gadgets. A tool sits 

beside the work; a substrate rewires it. Once AI is understood as the thing the firm is increasingly built on, 

the governing question shifts from “which tools should we buy” to “what must our firm become.” That is 

not a procurement question. It is an architectural one, and it belongs to the chief executive. 

3. The System View: AI-SAFE’s Six Layers 
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When a specific AI initiative fails, the cause can almost always be located in one of six layers. AI-SAFE 

names them. The model — the layer that attracts the most attention — is only one of the six, and in the 

overwhelming majority of failures it performs as designed. What fails is a layer beneath it that the 

organization owned and neglected. 

Layer Name What it governs 

I Business & Operating 
The strategy, operating model, and decision rights AI must 
serve 

II Information & Knowledge The data, context, and institutional knowledge AI reasons over 

III AI Systems & Application The applications and workflows where AI meets real work 

IV Model & Agent The models and autonomous agents themselves 

V Substrate & Infrastructure The compute, platforms, and integration AI runs on 

VI Security & Privacy Governance, trust, access control, and accountability 

 

T H E  O P E R A T I N G  P R I N C I P L E  

You are only as strong as your weakest layer. Strengthening the model — the interesting, visible work — 

changes nothing if the weakness sits elsewhere. The discipline is to find the weakest layer and fix it, even 

when it is unglamorous. 

4. The Leadership View: The Three Mandates 

If AI is the system the firm runs on, the chief executive’s job is to lead through it. That job resolves into 

three mandates, none of which can be delegated. 

Architect — design what the firm must become 

This work must be done from outside the operating cadence. You cannot architect from inside the run-

rate; the quarterly rhythm that keeps the lights on is precisely the rhythm that cannot see five years out. 

The Architect mandate maps onto AI-SAFE layers I, II, and V — the business model, the knowledge base, 

and the substrate the firm will be built on. 

Operator — run the firm that exists today 

Familiar and well-instrumented, this mandate lives in quarterly reviews, dashboards, and the profit and 

loss statement. Its trap is seductive: operational excellence creates the illusion of strategic adequacy. A 

firm can hit its numbers for eight straight quarters and still be the firm being slowly dismantled by an 

architectural decision deferred during all eight. The Operator mandate maps onto AI-SAFE layers III and 

IV — applications and models in production. 

Steward — protect the institution as it changes 
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Governance, trust, and continuity. This is the most under-attended of the three, because its work is 

invisible until it is suddenly the only thing anyone wants to discuss. Trust accrues in years and dissolves in 

hours. The Steward mandate maps onto AI-SAFE layer VI — security, privacy, and accountability. 

No single person holds all three full-time. The chief executive’s actual contribution is to orchestrate them: 

to sit at the center, ensure each axis is held by someone with the authority to hold it, and direct the firm’s 

attention to where the risk actually sits rather than where the operating cadence is loudest. 

5. How the Two Frameworks Connect 

The Three Mandates and AI-SAFE are not separate models. They are the same architecture seen from two 

angles. The mandates are how the CEO leads; AI-SAFE is the system they lead through. 

 
The three mandates sit on top of the AI-SAFE layers they govern. The full framework is at akhawat.com. 

6. Diagnostic: The Mandates Radar 

Before adopting any strategy, a chief executive should run one diagnostic. Take a real week — not an 

aspirational one. Pull the calendar, the inbox, and the decision log, and mark each significant block of time 

with one of three letters: A for Architect, O for Operator, S for Steward. Then connect the dots. 
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Figure 1 · The Mandates Radar. Plot your own week. Connect the dots. The shape is your verdict. 

Most chief executives, plotting honestly for the first time, find a shape close to ten percent Architect, 

seventy-five percent Operator, fifteen percent Steward. The Operator mandate consumes three-quarters 

of the chair. The Architect work lives in offsite presentations rather than the working week. The Steward 

work is the one everyone assumes the chief risk officer is handling, until something happens and it 

emerges that no one was. The shape is not a verdict on character. It is the shape of the firm you are 

actually running. Correcting it is not about working harder on the Operator axis; it is about advancing the 

organization’s maturity so that attention can move where it is needed. 

7. Maturity, Not Models, Drives Value 

Value does not arrive when a model is deployed. It accumulates as organizational maturity rises across 

the six AI-SAFE layers. The relationship is not linear at the start: the first two levels yield little, because the 

foundations — trustworthy data, redesigned workflows, real governance — are still being built. Value 

compounds sharply only once those foundations are in place. 

https://akhawat.com/


CXO Intelligence  ·  Thought Leadership Series  ·  01 The CEO’s Real Job in the AI Transition 

akhawat.com Page 8 

 
Value captured rises with maturity, not with model capability. Granting autonomy in the early levels is the danger zone. 

The practical warning is in the shaded region. Granting an AI system autonomy before the organization 

has the maturity to govern it is where harm occurs. The 2026 incidents examined later in this paper all 

share that signature: capability deployed ahead of the maturity required to contain it. Autonomy should 

be earned against evidence of control, never granted on the strength of a capable model alone. 

8. The Signature Failure Mode 

The characteristic failure of the AI transition is running the Architect and Operator mandates at full speed 

while deferring the Steward. The firm builds and ships quickly, and the governance that should have 

constrained it lags behind. The cost is not paid when the deferral is made. It is paid later, and it 

compounds. 

Amazon, March 2026 

Amazon, one of the most advanced AI adopters on earth, suffered a six-hour outage that blocked checkout 

for millions of customers. The cause was not a weak model. By the company’s own account, an engineer 

acted on inaccurate guidance that an AI agent had inferred from an outdated internal wiki. The Architect 

and Operator mandates were running at full velocity; the Steward controls — governance over what the 

agent could trust and act on — had not kept pace. Amazon’s remediation was telling: additional senior-

engineer review and humans returned to the loop. The governance was retrofitted after the incident, at 

far greater cost than building it in would have carried. 

T H E  L E S S O N  

The Steward axis was the binding constraint. The Architect can move only as fast as the Steward 

allows. 
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9. The Pattern: 2026 in Evidence 

The failures are no longer historical. They are current, and they share a shape: the model is the one layer 

that usually works. 

Case (2026) What actually failed AI-SAFE layer 

Amazon outage 
An agent acted on stale internal data with no guardrail; 
six-hour checkout outage 

II + VI 

McKinsey “Lilli” 
Security researchers’ agent found 22 unauthenticated 
endpoints; could read production data and rewrite 
prompts 

VI 

Agentic governance gap 
Only ~21% of enterprises have mature agent 
governance; 88% report agent-related incidents 

VI 

Across all Steward deferred behind Architect and Operator Mandate imbalance 

 
The McKinsey case deserves a note of precision. The vulnerability in its internal platform, “Lilli,” was 

identified by security researchers acting under responsible disclosure, not by a malicious actor. McKinsey 

patched it within hours and confirmed no evidence that client data was accessed by unauthorized parties. 

The point is not that McKinsey was uniquely careless; it is that even a sophisticated institution had 

ungoverned surface area around an AI system that had been in production for years. The model was never 

the weak link. The governance around it was. 

Deloitte’s 2026 survey makes the leadership conclusion explicit: enterprises where senior leadership 

actively shapes AI governance capture significantly more value than those that delegate the work to 

technical teams alone. The data now states plainly what this paper argues. This is the chief executive’s 

work, and the firms that treat it that way win. 

10. The Decisions Not to Take in Haste 

The market rewards the appearance of speed; the evidence rewards the discipline of proof. A handful of 

decisions are expensive to reverse, and each should rest on validated evidence rather than urgency. 

• Granting autonomy. Never let an agent act before you can prove you govern it. Autonomy is easy 

to give and hard to claw back. 

• Trusting the data. Decide on thoroughly validated data, not merely convenient data. A system is 

only as sound as what it learned from. 

• Scaling a pilot. Validate the unit economics and the edge cases before you scale, not after. 

• Committing capital. Model the cost at ten times the volume first, and keep large bets reversible. 

• Removing the human. Keep oversight on high-stakes decisions until the evidence, not the vendor, 

says it is safe. 
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• Deferring the Steward. The cost compounds quietly, then arrives all at once. 

11. The Next Five Years: Five Challenges 

Looking ahead, five challenges will define the AI transition. None of them is fundamentally technological; 

each is a leadership and governance problem the chief executive must own. 

• Autonomy at scale. AI shifts from advising to acting. Governing systems that take action, rather 

than merely produce recommendations, becomes the central new responsibility. 

• The governance reckoning. The gap between autonomy granted and autonomy governed will 

close, either deliberately or through a painful incident. The firms that close it on their own terms 

will fare far better than those forced to. 

• Workforce redesign. The hard question is not which jobs disappear, but which judgment stays 

human as agents absorb routine work. That allocation is a leadership decision, not an HR exercise. 

• Advantage by 2030. Durable advantage is being built quietly now — in data quality, governance 

maturity, and domain depth. It cannot be bought in a quarter or rushed when a competitor pulls 

ahead. 

• The proof burden. It will no longer be enough to show that an AI system works. Regulators, 

customers, and boards will require proof that it is safe, fair, and accountable. The ability to 

produce evidence-quality documentation becomes a competitive asset. 

12. The CEO Playbook for the AI Era 

Ten moves separate the firms that compound from those that join the failure list. 

1. Orchestrate the three mandates. Hold Architect, Operator, and Steward, and keep them in 

balance. 

2. Plot your real calendar. Score your A / O / S honestly and correct the imbalance. 

3. Find your weakest AI-SAFE layer. Score all six on evidence, not aspiration. 

4. Fix the weak layer, not the interesting one. Strengthen what fails you, however unglamorous. 

5. Sequence by risk. Governance-critical moves first, convenient ones last. 

6. Reallocate decision rights, not just budget. Authority is what makes AI matter. 

7. Cap autonomy at proof. Raise it only as evidence of control accumulates. 

8. Never defer the Steward. The most under-attended mandate is the binding one. 

9. Define the outcome first. No build without a baseline and a target metric. 

10. Elevate the substrate owner. Whoever owns the substrate shapes the firm; seat them high. 
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Key Takeaways 

If you take only a single page from this paper, take this one. 

• The failure is organizational, not technological. 95% of enterprise AI fails to return value, and 

roughly nine in ten failures trace to the layers around the model, not the model itself. 

• AI is a substrate, not a tool. It rewires the firm rather than sitting beside it, which makes the 

central question architectural and places it on the CEO’s desk. 

• Strength is set by the weakest AI-SAFE layer. Fix the weak layer, not the interesting one. The 

model is usually the layer that already works. 

• The CEO holds three non-delegable mandates. Architect, Operator, Steward. The job is to 

orchestrate all three, not to run any one of them alone. 

• The mandates and AI-SAFE are one system. The mandates are how the CEO leads; AI-SAFE is the 

system they lead through. Architect holds layers I, II, V; Operator holds III, IV; Steward holds VI. 

• Plot your week; the shape is your verdict. Most CEOs land near 10 / 75 / 15, Operator-dominant. 

The Steward axis is the one quietly deferred. 

• Value follows maturity, not model capability. Granting autonomy ahead of maturity is the danger 

zone where harm occurs. 

• The signature failure is deferring the Steward. Amazon and McKinsey in 2026 both show the 

same shape: capability ahead of governance. The Architect can move only as fast as the Steward 

allows. 

• Senior leadership on governance is the value differentiator. Deloitte’s 2026 data confirms firms 

whose leaders shape AI governance capture significantly more value than those that delegate it. 

• Compounding beats speed. Decide deliberately on validated evidence; cap autonomy at proof; 

never defer the Steward. 

Conclusion 

The AI transition is a leadership transition. The models will commoditize; every firm will have access to 

broadly the same capabilities. The durable advantage will not come from the technology. It will come from 

the organizational work around it: the data made trustworthy, the workflows redesigned, the governance 

built before it was forced, and the decision rights reallocated. That work cannot be delegated. It is the 

chief executive’s real job, and the firms whose leaders take it up early — holding the three mandates 

personally and orchestrating them — are the ones that will compound while others stall. 
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