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Boston Consulting Group partners with leaders

in business and society to tackle their most
important challenges and capture their greatest
opportunities. BCG was the pioneer in business
strategy when it was founded in 1963. Today,

we work closely with clients to embrace a
transformational approach aimed at benefiting all
stakeholders—empowering organizations to grow,
build sustainable competitive advantage, and
drive positive societal impact.

Our diverse, global teams bring deep industry and
functional expertise and a range of perspectives
that question the status quo and spark change.
BCG delivers solutions through leading-edge
management consulting, technology and design,
and corporate and digital ventures. We work in a
uniquely collaborative model across the firm and
throughout all levels of the client organization,
fueled by the goal of helping our clients thrive and
enabling them to make the world a better place.



( { The most focused of business models...can be blown to bits by new information
technology.”* This prediction is more relevant than ever, as many clear use cases of
Generative Al have revolutionized functions and industries. Companies are deploying

Generative Al to address specific market needs across a wide range of industries, from

Airbus using Generative Al to design aircraft parts with an estimated 40% reduction in

weight and drag, to chatbot assistants that cut customer service costs by an estimated 30%,

to stress testing proposed trading strategies.? The latest research shows the generative Al

market is expected to hit $60 billion of the total addressable market by 2025°, accounting for

10% of all data generated.*

ew companies, however, have yet embedded Generative Al across their full matrix

through a strategic bottom-up approach. This would require thinking exhaustively

through the outcomes and use cases, the technology and data to enable the use cases,
and the human resources required for implementation and execution. It would also require
companies that seek to leverage Generative Al to lean on an ecosystem of partners to deploy
Generative Al cohesively.
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Deploying Gen Al requires partners in six major areas:

« Vertical Ecosystem Partners: Multiple layers must be put together for successful ap-
plication of Generative Al: underlying computing/hosting technologies, available training
data, well-constructed foundational models that are trained and fine-tuned for the specific
use case, and accessibility of these through either APIs or front-ends. Organizations de-
ploying Al for mature, strategic use cases should consider building up internal capabilities
to orchestrate technology, data and models, but orchestrating these layers may not always
be possible within an organization, depending on the organization’s maturity and the
specific use case. Collaboration with vertical ecosystem partners that provide end-to-end
packaged Generative Al solutions may be necessary. Standardized use cases (fields such
as workplace/collaboration, procurement, payment, customer service) are typical candi-
dates for the use of vertical ecosystem partners. This means either partnering with incum-
bents on Generative Al-powered services in finance, procurement, HR, etc., or leveraging
emerging Generative Al players with vertically integrated solutions (e.g., Jasper, GitHub
Copilot, Synthesia). Additionally, like industry-specific cloud solutions that have grown in
popularity, industry-specific generative Al solutions are likely to gain traction going forward.

o Al/ML Model Partners: For clients looking for a more out-of-the-box solution, model
partners can play a major role in reducing the heavy lifting and time-to-results. In these
cases, the heavy ML development and data collection and training are already done, and
the client needs to focus only on fine-tuning the model with enterprise domain data. Ex-
amples include the massive Foundation models of Open Al, Google’s LaMDA, or Meta Al;
open-source models like Stability. Al and GPT-neoX; accessible via model hubs like Hug-
ging Face. The choice of and collaboration with model partners must weigh the benefits
and risks of a vendor/model-specific vs. agnostic approach.

o Data Partners: A critical challenge in training Generative Al models is obtaining large
amounts of high-quality data that includes training data — depending on the use case, also
including auxiliary data such as labels, metadata, and conditioning variables. While there
are significant opportunities to train models based on available internal data, obtaining
external data can unlock specific use cases. Organizations can acquire this external data
from data marketplaces such as Kaggle, AWS Data Marketplace, or Google Dataset Search
for more broadly available data, or by building strategic partnerships with organizations
that have access to the specific data the organization needs.

o Technology Partners: Companies must make significant investments in technology
to deploy Generative Al successfully. Training Generative Al models requires superior
processing power, where cloud providers have significant scale/cost advantages. Cloud
partners also have either their own mature Generative Al offerings (Google, AWS) or close
ties to Generative Al providers (e.g., Microsoft’s share in OpenAl), allowing them to offer
added services around the bare offerings (e.g., Azure providing a private GPT environment
via APIs). Technology service partners such as managed service providers and/or software
integrators are needed to build and maintain the various data pipelines required to ingest/
extract the vast amounts of data to ensure appropriate deployment of the hardware and
software within the cloud infrastructure.
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o Co-Innovation Partners: Working closely with co-innovation partners with shared IP
can often accelerate value creation. A diversified think tank can help unlock a plethora
of creative applications for new technologies. Through its Startup Collaborator program,
John Deere leveraged an ecosystem of several companies to co-innovate new technologies
around smart farming, including robotic harvesting and analytics for high-value crops.®

o Regulators: Participants at the World Economic Forum in Davos this year underscored
the need to regulate Al, especially in the light of the upcoming EU Al Act,® which is ex-
pected to set the global standard for Al technologies. The European Commission’s impact
assessment on the EU Al proposal forecast a 17% overhead increase for businesses on
Al investment,while the act itself proposes significant fines for noncompliance.” Besides
responsible Al, issues around data IP and “data-laundering” need to be managed. Compa-
nies must proactively build the right mechanisms to comply with upcoming regulations,
through a network of partners that can deliver cross-industry insight and precedent while
maintaining impartial governance. SAP, for example, has commissioned an internal Al
ethics steering committee composed of senior leaders, as well as an external Al ethics
advisory panel with “experts from academia, politics, and business whose specialisms are
at the interface between ethics and technology—Al in particular.™®

The barriers to building a digital ecosystem to effectively address
Generative Al

Companies typically face several obstacles in pulling together the ecosystem needed to truly
embed Generative Al into their business.

o Early stages

Generative Al ecosystems are still at an early stage of development, and the landscape of
players is evolving rapidly. While large players such as Google and Microsoft have made
early moves, there needs to be a lot more investment in the ecosystem before Generative
Al can be widely adopted.

Businesses want to make sure that they select the right ecosystem partners before they
commit to significant investments in adopting Generative Al. At the same time, ecosystem
participants often want to see demand before they invest in product development. This
“chicken or egg” situation can slow down value creation through ecosystem development.

o Modularity

Businesses want to build modularity into their Generative Al architecture to avoid over-
reliance on critical partners or build redundancy through a multi-partner setup. This may
not always be possible, however, due to critical partners offering unique solutions, binding
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contractual commitments around term and exclusivity, and sometimes even the high
costs of integration. This can be compared to the selection of cloud partners several years
ago, when specific functionalities required vendor-specific approaches, while today the
commonalities and integrability across hyperscalers shift toward agnostic approaches.

o Value creation vs. value sharing

While ecosystem functions such as data-sharing and co-innovation can create outsized
value, how the value is distributed amongst partners remains the proverbial million-dollar
question. Ecosystem orchestrators that bring the participants together often define the val-
ue sharing terms. However, uniquely valuable participants and enablers can independently
seek value-based pricing for their contributions. For instance, while Microsoft is an estab-
lished ecosystem orchestrator that is deploying Open Al’s models across its consumer and
enterprise products, Open Al is bringing the core Generative Al capability and is therefore
able to command sizable investments from Microsoft.

» Data sharing, protection, and sourcing

Data is a critical ingredient for training Generative Al tools, but companies that sit on
valuable piles of data are often either unsure of how a partner would use shared data or
concerned about giving away too much value in the absence of a clear valuation method-
ology. Value-based pricing for data is inherently hard, as companies often lack visibility into
how partners are using their data to generate value.

Serious concerns also persist about the protection of the proprietary enterprise data that
are fed into the models when used for training or prompting. Owners of the data would
need assurances that the data will stay in a “controlled” environment and will not be used
for purposes other than training or prompting the models.

On the other hand, Generative Al can present a solution to the data sharing barrier. Com-
panies that are hesitant to share proprietary data with partners can use their data to train
or fine-tune a foundation model and share only this trained model, commercializing their
proprietary data without actually sharing it.

o Accuracy and risk sharing

While Generative Al is a powerful technology that can drive significant efficiencies, in
some instances Generative Al not only fails to return results, but delivers incorrect or
biased ones. This can prove very damaging to the company or the end user. A recruitment
tool developed by Amazon, for example, posed challenges because the underlying model
was trained to vet applicants through pattern detection in hiring over the last 10 years—
which was historically skewed toward men.? Concerns can also arise around how training
data is obtained, and whether it can be used legally for commercial purposes.°

In these cases, the question of ultimate responsibility arises: would it lie with the company
that leveraged Generative Al for a critical function, the organization that built the founda-
tional model (typically non-profits that collect training data under the “fair use policy”), or
the tech company that commercializes the model (e.g., Open Al or Google)?

9. Dastin, J. (2018). Insight - Amazon scraps secret Al recruiting tool that showed bias against women. Reuters.
[online] 11 Oct. Available at: https://www.reuters.com/article/amazon-com-jobs-automation/insight-amazon-
scraps-secret-ai-recruiting-tool-that-showed-bias-against-women-idINKCN1MKOAH?edition-redirect=in.

10. Brittain, B. (2023), OpenAl, Microsoft want court to toss lawsuit accusing them of abusing open-source code.
[online] Available at: https://www.reuters.com/legal/litigation/openai-microsoft-want-court-toss-lawsuit-
accusing-them-abusing-open-source-code-2023-01-27/

COMPANIES NEED TO LEVERAGE ECOSYSTEMS TO DEPLOY GENERATIVE Al


ttps://www.reuters.com/article/amazon-com-jobs-automation/insight-amazon-scraps-secret-ai-recruiting
ttps://www.reuters.com/article/amazon-com-jobs-automation/insight-amazon-scraps-secret-ai-recruiting
https://www.reuters.com/legal/litigation/openai-microsoft-want-court-toss-lawsuit-accusing-them-abus
https://www.reuters.com/legal/litigation/openai-microsoft-want-court-toss-lawsuit-accusing-them-abus

It can be expected that reputational risks will typically be borne by the companies that
make the ultimate use of Generative Al, while tech/model companies will likely need to
shield IP/copyright risks.

Recommendations for successfully leveraging an ecosystem of partners for
Generative Al

 Start with mapping out the entire range of use cases for Generative Al, quantify impact of
each use case, identify key dependencies and resourcing needs, and prioritize use cases
based on impact and return on investment. Identify any gaps in technology, resources, and
regulation before embarking on the Generative Al journey. Seek to “fund the journey” in
phases by reinvesting the value captured from Generative Al adoption.

o Select partners that are willing to share the upside and risks from the partnership over the
long term, as the Generative Al landscape evolves with new opportunities and challenges.
Collaborate with technology partners to make strategic choices about whether to fine-tune
existing LLMs or to train a custom model. Choose co-innovation partners whose interests
are largely aligned, and can therefore accelerate learning through transparent creation and
sharing of IP.

o Focus on value creation in initial partnerships, especially with co-innovation and data
partners where value measurement is complicated. Start with pilots/proofs of concepts to
prove and quantify value creation, align on value measurement methodology, and agree
on principles of value sharing before making extensive efforts towards negotiating value
sharing.

« Preserve agility in a quickly evolving Generative Al landscape by building modularity and
vendor independence into the partner ecosystem and reduce overreliance on specific part-
ners. This can also mitigate value gouging in future rounds of negotiations with partners.
Both technology architecture and commercial agreements should be structured to support
this modularity.

« Where privacy and data-protection issues arise with sharing data between partners, Gen-
erative Al models can be trained on partner data before being deployed in a business.
This overcomes some of the complications around actual data sharing while still capturing
many of its benefits.

o Even as the regulatory landscape on generative Al evolves, self-regulate and stay ahead
of ethical issues around use of Generative Al, as well as issues around data sharing and
“data laundering.” For businesses to mitigate risk and take greater accountability around
Al, CEOs must champion the responsible Al agenda, aligning it to the mission statement
and core values of their business. BCG’s Responsible Al (RAI) approach is designed to help
business leaders take the right measures on the governance, strategy, and culture of Al
use across their organizations.*
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