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Al tools are everywhere. Measurable Al adoption is still rare.

Many organizations are under pressure to move quickly with Al. Employees are experimenting. Vendors are
making promises. Boards, customers, and competitors are asking what the organization is doing. The
pressure is real.

But pressure does not automatically create progress. Without structure, Al adoption often turns into
scattered pilots, inconsistent tool usage, unclear ownership, unmeasured productivity claims, and
unmanaged risk. A few power users may move faster while the broader organization struggles to understand
whether Al is improving delivery, quality, cost, decision-making, or customer outcomes.

This guide gives leaders a practical way to move from Al pressure to measurable operating value. It is
written for engineering, product, and operations leaders who are close enough to the work to understand the
operational challenge and senior enough to help change the system.

By the end, you should be able to identify your first production-worthy Al use case, evaluate adoption
readiness, define governance guardrails, and decide what evidence a pilot must produce.

THE CENTRAL PHIQUEST POINT OF VIEW

Al adoption is not primarily a tooling problem. It is an operating model, system-of-work, governance, and human-Al orchestration
problem. The model matters. But the operating model determines whether the model creates value.

How to Use This Guide

Use this guide with your leadership team to answer five practical questions:

”~ ™~
01 VALUE 02 WORKFLOW 03 ROLES
Where can Al create measurable business Which workflows should change first? What role should humans and Al agents
value? each play?

™

04 GOVERNANCE 05 MEASUREMENT 06 AUDIENCE
What governance, review, and accountability How will we know whether Al adoption is Engineering, Product, and Operations
controls are required? actually working? Leaders

This executive guide is designed to help leadership teams align on the first practical steps. Companion worksheets can be used during an Al Adoption Readiness
Assessment.



THE PHIQUEST POINT OF VIEW

The operating model determines whether
the model creates value.

Al adoption is not primarily a tooling problem. It is an operating model, system-of-work, governance, and
human-Al orchestration problem.

The LLM used matters. But the operating model determines whether the model creates value.

As Al agents become more capable, accessible, and embedded in common tools, access to Al capability
becomes less differentiating. Durable advantage moves toward proprietary context and human-Al
orchestration — the ability to assemble, govern, measure, and continuously improve teams made up of

humans, Al agents, workflows, tools, and review mechanisms.

Al ADOPTION COMPASS

Assess readiness across Strategy, People, Systems, and Governance
before scaling.

Al ADVANTAGE STACK

Durable advantage shifts from agent access to proprietary context and
orchestration.

GOVERNED SPEED

Move quickly with Al while protecting quality, security, accountability, and
trust.

HUMAN ACCOUNTABILITY BY DESIGN

Every Al-assisted workflow defines who owns intent, review, approval,
and the outcome.

AUDITABLE DELEGATION

Al-assisted decisions must be understandable, reviewable, and
reconstructable.

THIS GUIDE COUNTERS

X Al hype without execution
% Ungoverned experimentation

% Human accountability theater

operating capability.

COST-TO-OUTCOME

Measure whether the human-Al system produces better outcomes with
less time, cost, and friction.

X Tool-first adoption
% Pilots without production paths

% Activity metrics as proof of value

This guide counters the idea that Al adoption is just tool access, prompt training, or disconnected pilots. The goal is governed, measurable

03/17 - phiquest.com
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Most organizations are not short on Al tools. They are short on a practical adoption model.

A practical adoption model answers questions like: What business outcome should Al improve? Which

workflows should change? Who owns adoption? What data can be used? What outputs require human
review? What risks are unacceptable? How will decisions be audited? What metrics will prove that adoption

is working? How will pilots move into production?

Without those answers, organizations can look busy while making little real progress.

2.1 Tool Adoption # Transformation

Buying Al tools or allowing teams to use them does
not automatically improve team performance. A few
people may become power users — writing faster,
summarizing faster, generating more drafts. But if
the team's workflow does not change, the real
bottlenecks remain untouched.

The problem is not Al usage. The problem is whether
Al usage improves the system of work.

2.3 The Governance Gap

Many leaders hesitate to scale Al usage because the
guardrails are unclear. Common concerns include
sensitive data exposure, inaccurate outputs, unclear
accountability, and lack of auditability.

Good governance should not create paralysis. It
should create confidence. When teams understand
what is allowed, what requires review, and who owns
the outcome, they can move faster with less
ambiguity.

2.2 The Pilot Trap

Al pilots often create excitement without becoming
production capability. Common causes include no
clear owner, no workflow integration, no success
metric, no governance model, and no production
pathway.

A pilot that produces a promising demo but does not
produce decision-quality evidence is not enough.
Leaders need evidence that a workflow improved,
users adopted it, risks were manageable, and the
system can be supported operationally.

2.4 The Measurement Problem

Al adoption must be tied to measurable outcomes.
Useful measures include cycle time, quality, cost-to-
outcome, decision speed, customer response time,
and rework rate.

The goal is not more prompts, more Al-generated
content, or more tool usage. The goal is better
business and operational outcomes.
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e The Al Adoption Problem

Use this worksheet with your leadership team before moving to the next section.

P e R R

- Adoption Problem Worksheet
WORKSHEET

Check every statement that feels true today, then circle the top two risks.

Teams are using Al inconsistently.

Al pilots are happening without a clear roadmap.
Leaders cannot see measurable value yet.

Governance is unclear.

Tool decisions are happening before workflow decisions.
Al usage depends on a few power users.

There is no clear owner for Al adoption.

Al-assisted decisions are not auditable.

O00o0do0o0o0ooo

Pilots are not reaching production.

REFLECTION: WHICH ISSUE CREATES THE GREATEST RISK IF IGNORED FOR THE NEXT SIX MONTHS?

WHAT WOULD NEED TO BE TRUE BEFORE YOUR TEAM COULD SCALE Al ADOPTION WITH CONFIDENCE?

e e e e e e e e e e e e e e mm m mm e e e e e e e e e e mm e e e e M e e e e e e e o e e e e e mm e e e e e

Move from Al pressure to governed, measurable business value. 05/17 PHIQUEST.COM



Al ADOPTION STRATEGY GUIDE

The strongest Al use cases improve a measurable business or operational outcome.

Al strategy should begin with the outcome the organization wants to improve, not the tool it wants to try.

Start with questions like: Where do we need more speed? Where do we need better quality? Where do we
need less risk? Where do we need better decisions? Where do we need more operational leverage?

The best use cases are not the most exciting. They are the ones where value, feasibility, and risk can be

measured clearly.

# VALUE PATH

Speed

Quality

Risk Reduction

Revenue Enablement

Cost Leverage

Knowledge Flow

Operational Leverage

DESCRIPTION

Reduce cycle time in research, analysis,
documentation, development, and decision support.

Improve consistency, review coverage, defect
detection, and standardization.

Identify issues earlier, improve traceability,
strengthen compliance, and reduce blind spots.

Support sales enablement, proposal generation,
customer insight, and service delivery.

Reduce manual effort in repeatable workflows.
Measure cost-to-outcome, not activity volume.

Make organizational knowledge easier to retrieve,
summarize, apply, and reuse.

Help teams coordinate, report, prioritize, and
execute more effectively.

EXAMPLES

Summarizing customer feedback, drafting technical
documentation, generating test scenarios.

Checking documents against standards, reviewing code
for missing tests.

Flagging policy gaps, summarizing risks from incident
reports.

Drafting tailored sales collateral, identifying patterns in
customer feedback.

Drafting routine communications, generating first-pass
reports.

Answering internal knowledge questions, extracting
lessons learned.

Summarizing operational status, preparing decision
briefs, identifying blockers.

A good use case should be stated in terms of a workflow and a measurable improvement. Weak: "Use Al for documentation."
Better: "Reduce engineering release documentation cycle time by 40% while maintaining human review and traceability."
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The right first use case is not the most impressive one. It is the one you can govern, measure, and learn
from.

Before committing to a pilot, evaluate each candidate use case across three dimensions. A strong first use
case scores well on all three. A use case that scores poorly on any single dimension will likely stall, fail, or
create unmanaged risk.

DIMENSION KEY QUESTION WHAT STRONG LOOKS LIKE

Value Would this improve a meaningful business outcome that Tied to a specific metric: cycle time, quality rate, cost,
leaders can measure? decision speed, or rework rate.

Feasibility Can we implement it with available data, tools, skills, and Data is accessible, tools are approved, the team has the
workflow access? skills, and the workflow is understood.

Risk Can we govern it responsibly? Are the risks identifiable Risks are named, review steps are defined, escalation paths
and manageable? exist, and outputs can be audited.

If a use case cannot be stated as a workflow improvement with a measurable outcome, it is not ready to pilot. Define the
outcome first. Then design the pilot.

Example: Engineering Release Documentation

CURRENT WORKFLOW Engineers manually draft release notes and documentation after each sprint. Process takes 3-5 hours
per release and is often delayed.

Al OPPORTUNITY Al drafts release documentation from commit history, ticket summaries, and review notes. Human
engineer reviews and approves.

HUMAN ROLE Sets intent, provides context, reviews Al draft against quality standard, approves final artifact, owns the
outcome.

Al ROLE Generates first-pass draft from structured inputs. Flags gaps or inconsistencies for human review.

GOVERNANCE GUARDRAILS No proprietary architecture details in prompts. All outputs reviewed before publication. Audit log of Al-

generated vs. human-edited content.

SUCCESS METRIC Reduce documentation cycle time by 50% while maintaining quality review pass rate above 95%.

PILOT DECISION GATE After 4 sprints: Did time decrease? Did quality hold? Did the team adopt it? Were risks manageable?
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e The Phiquest Al Adoption Compass

Al adoption requires alignment across Strategy, People, Systems, and Governance.

The Al Adoption Compass is Phiquest's practical framework for assessing whether an organization is ready

to move from scattered experimentation to measurable adoption. At the center is Al Adoption — the
organization's ability to turn Al capability into measurable operating value.

A\
Adoption

A STRATEGY

What business outcomes should Al improve? Priorities
must be tied to business outcomes, owners, and metrics
— not tool selection.

4 PEOPLE

How will humans, teams, and leaders change how they
work? Roles, training, accountability, and decision rights
must be clearly defined.

P SYSTEMS

How will Al integrate into workflows, tools, and data? Al-
enabled workflows must connect to real systems and
review points.

V¥ GOVERNANCE

What guardrails, review standards, and accountability

models are needed? Governance must be embedded into

workflows, not buried in policy documents.

e

1

: Compass Self-Assessment

1 Score each dimension from 1 (no capability) to 5 (fully embedded). If any dimension scores below 3, pause before scaling — the weakest
1 . . . .

" dimension will usually become the adoption bottleneck.

1

1 Strategy O O O O O Low = no clear Al outcomes High = tied to business outcomes, owners, and metrics

1

1

1 People O O O O O Low = ad hoc and uneven High = roles, training, and accountability clearly defined

1

1

1 Systems O O O O O Low = disconnected from workflows High = integrated with tools, data, and review points
1

: Governance O O O O O Low = guardrails unclear High = embedded into workflows with clear accountability

1

1 Strong tools cannot overcome unclear strategy. Strong strategy cannot overcome weak governance.

1

\

—— e o o mm mm mm mm  mm m w
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e The Al Advantage Stack

As Al agents become more capable and accessible, durable advantage moves up the stack.

As Al agents become more capable, accessible, and embedded in common tools, access to Al capability
becomes less differentiating. Durable advantage moves toward proprietary context and human-Al
orchestration. Phiquest uses the Al Advantage Stack to explain where competitive differentiation is likely to
shift over time.

”~
LAYER 1 - AGENTS
Al capabilities such as writing, coding, summarizing, analyzing, and
automating. As access broadens, simply having Al tools or agents
ORCHESTRATION becomes less differentiated.
”~ ™
LAYER 2 - CONTEXT
Proprietary data, customer knowledge, domain expertise, workflow
history, architecture, constraints, and quality standards. Context
determines whether Al produces useful work or generic output.
CONTEXT
”~ ™
LAYER 3 - ORCHESTRATION
The operating model that assembles humans, agents, workflows,

governance, review, and metrics into repeatable value creation.
This is where Phiquest believes durable differentiation will
concentrate.

Delivery Advantage

The future advantage is not Al access. It is
human-Al orchestration.

Human-Al Team Orchestration is the capability to assemble, direct, govern, measure, and continuously improve teams made up

of humans, Al agents, workflows, tools, and review mechanisms. It is the operating model layer that converts Al capability into

sustainable business value.

PHIQUEST.COM
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0 Governed Speed

Governance should create confidence, not paralysis.

Governed Speed is the ability to move quickly with Al while protecting quality, security, privacy,
accountability, and trust. The goal is not to slow adoption down; it is to remove ambiguity so teams can move

faster with better control.

x Without Governance

Fast but risky experiments

Inconsistent Al usage across teams
Unreviewed outputs in production

Tool sprawl and unclear data boundaries
Demo excitement without production paths

Unclear ownership of Al-assisted decisions

GOVERNANCE DESIGN PRINCIPLE

and escalation paths will accelerate it.

m Governance Readiness Check

Can your team answer these questions before your next Al pilot?

D What data cannot be used in Al tools?

D What outputs require human review before use?
D What risks are unacceptable?

D What must be logged or auditable?

D What escalation paths are required when Al is uncertain or wrong?

v" With Governed Speed

Bounded pilots with clear scope

Clear operating rules and approved tools
Risk-adjusted review at defined checkpoints
Approved tool patterns and data boundaries
Production pathways from day one

Accountable workflow owners for every use case

Governance should be embedded into workflows, not buried in policy documents. A governance model that requires a separate
approval process for every Al task will slow adoption. A governance model that defines clear operating rules, review standards,

e e e e e e e e e, ==

PHIQUEST.COM
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Human approval is not the same as human accountability.

Humans remain accountable for outcomes, even when Al performs more of the work. That means Al-
assisted decisions must be auditable by accountable humans. Human-in-the-loop is not enough if the human

is not genuinely reviewing, understanding, and owning the outcome.

Human Accountability by Design

Every Al-assisted workflow clearly defines which
human owns intent, context, review, approval,
escalation, and the final outcome.

For every Al-assisted workflow, define: Who sets the
intent? Who provides context? Who reviews the
output? What standard do they review against? Who
approves the final artifact? Who owns the decision?
What happens when the Al is uncertain or wrong?

Auditable Delegation Checklist

Auditable Delegation

Any decision, recommendation, or output delegated
to Al must be understandable, reviewable,
reconstructable, and acceptable to the human or
team accountable for the outcome.

For Al-assisted decisions, teams should be able to

answer all six questions in the audit checklist below.

For every significant Al-assisted decision, your team should be able to answer these questions.

What decision or recommendation did the Al make?
What data and assumptions were used?

What uncertainty or confidence level was present?
Who reviewed the output, and against what standard?

What risk was accepted, and by whom?

000000

Can the decision be reconstructed and explained after the fact?

Auditable Delegation is a signature Phiquest differentiator. It is the mechanism that makes Al adoption trustworthy at scale.
Without it, organizations are not governing Al — they are hoping it works.
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° Pilot-to-Production Pathway
A successful Al pilot should produce evidence, not just enthusiasm.

The purpose of a pilot is to help leaders decide whether to scale, revise, stop, or invest further. A pilot that
produces a promising demo but does not produce decision-quality evidence is not enough.

1 Explore
Identify candidate use cases
across workflows and teams

2 Select
Choose the highest-value,
most feasible pilot

4 Test
Run a controlled pilot
with real users and real data

5 Measure
Evaluate value, quality,
risk, and adoption evidence

6 Operationalize
Integrate into workflow,
assign ownership, set SLAs

7 Scale
Expand to additional
workflows and teams

PHIQUEST.COM
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e Pilot-to-Production Pathway

At the end of every pilot, leaders should be able to answer six evidence questions.

If the evidence is incomplete, the pilot has not finished — it has only created excitement. A pilot that

produces a promising demo but does not produce decision-quality evidence is not ready for a production

decision.

VALUE EVIDENCE

Did the workflow improve? Was cycle time reduced? Was quality
improved? Can the improvement be measured?

QUALITY EVIDENCE

Was the output good enough? Did it meet the review standard? What was
the rework rate?

ADOPTION EVIDENCE

Did users actually use it? Was the workflow integrated into daily practice?

N
RISK EVIDENCE
Were risks manageable? Were escalation paths used appropriately? Were
there surprises?

-

COST EVIDENCE

Was the effort worth it? What was the cost-to-outcome ratio compared to
the baseline?

PHIQUEST PRINCIPLE

OPERATIONAL EVIDENCE

Can this be supported in production? Is there a clear owner? Is the
governance model sustainable?

A pilot that produces a promising demo but does not produce decision-quality evidence is not enough. Leaders need evidence
that a workflow improved, users adopted it, risks were manageable, and the system can be supported operationally.

PHIQUEST.COM
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The measure of Al adoption is not how many people use Al. It is whether the human-Al system produces
better outcomes.

The measure of Al adoption is not usage volume — how many people use Al or how many prompts they
write. The measure is whether the human-Al system produces better outcomes with less time, cost, risk, and
friction.

Cost-to-Outcome measures how efficiently a human-Al team converts Al capability, human effort, data,
tools, and governance into a measurable business result.

WORKFLOW METRICS GOVERNANCE METRICS ADOPTION METRICS

Cycle time improvement. Review effort per Decision audit completeness. Escalation Pilot-to-production conversion rate. Team
output. Rework rate. Quality threshold pass rate. Human review coverage. Accountability adoption rate. Time to first production use
rate. clarity. case.

If you cannot measure whether the human-Al system is producing better outcomes, you are not measuring Al adoption. You are
measuring Al activity. Activity is not value.

Cost-to-Outcome keeps Al adoption focused on better outcomes with less time, cost, risk, and friction. It helps leaders compare the human-
Al system against the current system of work, not against abstract Al activity.
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° Executive Readiness Checklist

Before scaling Al, leaders need clear answers about strategy, ownership, workflows, data, governance, human accountability, and measurement. Use this
checklist with your leadership team.

Strategy Governance

D What business outcomes do we expect Al to improve? D What data cannot be used in Al tools?
D Which workflows matter most? D What outputs require human review?
D Who owns Al adoption? D What risks are unacceptable?

D What is our first production-worthy use case? D What must be logged or auditable?
People Measurement

D Which teams are already using Al? D What baseline do we have today?
D Where will human judgment remain required? D What metric should improve first?

D Who owns Al-assisted decisions? D How will we know if a pilot worked?

If your team cannot answer most of these questions, your next step is not another Al tool. Your next step is an Al Adoption Readiness Assessment.

PHIQUEST.COM
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The frameworks and recommendations in this guide are informed by research from leading institutions on Al
adoption, organizational performance, software delivery, risk management, and human-Al collaboration. Key
sources are summarized below.

# SOURCE RELEVANCE TO THIS GUIDE
° McKinsey Global Institute Documents that organizations capturing the most Al value are those that redesign workflows and
The State of Al, 2024 operating models — not just those that deploy the most tools. Supports the operating model argument

central to this guide.

° DORA / Google Cloud Finds that Al-assisted development improves outcomes only when integrated into team workflows with
Accelerate State of DevOps Report, clear review and quality standards. Isolated tool use without workflow change shows limited impact.
2024 Supports the Pilot Trap and Governed Speed concepts.

° Stack Overflow Shows widespread Al tool adoption among developers alongside significant concerns about output
Developer Survey, 2024: Al accuracy, trust, and the need for human review. Supports the Human Accountability and Auditable

Delegation framework.

° Stanford HAI Tracks rapid improvement in Al capability and declining cost of Al access. Supports the Al Advantage
Al Index Report, 2024 Stack argument that agent access is becoming less differentiating and orchestration is becoming more
important.
e NIST Provides a voluntary framework for managing Al risks across the Al lifecycle. Informs the Governance
Al Risk Management Framework (Al Gap section and the Auditable Delegation checklist.

RMF 1.0), 2023

e ISO/IEC 42001:2023 International standard for Al management systems, covering governance, accountability, risk
Al Management Systems Standard management, and continual improvement. Informs the governance and measurement frameworks
throughout this guide.
o European Union Establishes risk-based requirements for Al systems, including mandatory human oversight for high-risk
EU Al Act, 2024 applications. Informs the Human Accountability by Design and Auditable Delegation principles.
e Microsoft Documents the emergence of human-agent teams and the shift from individual Al tool use to
Work Trend Index Annual Report, 2024 organizational Al integration. Supports the Human-Al Team Orchestration concept and the Al Advantage
Stack.

This guide reflects Phiquest's synthesis of these sources alongside direct experience working with organizations on Al adoption operating models. It is not a legal, compliance, or
regulatory document.
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Build the future on purpose.

Al adoption is no longer optional for many organizations. But moving fast without structure creates risk, waste,

and confusion. The organizations that benefit most from Al will not be the ones that simply buy the most tools or

launch the most pilots.

purpose.

The future is not humans versus Al.

Humans working with Al can make the world better.

But that future will not happen by accident. It must be designed.

The future is humans and Al agents building together. Let's build governed human-Al systems of work — on

Phiquest helps teams move from scattered Al activity to production-ready Al adoption. We help organizations

redesign systems of work, build Al-augmented teams, create governed speed, and move from pilots to

production.

READY TO MOVE FROM Al PRESSURE TO Al ADOPTION?

Assess Your Al Adoption
Readiness
Take the Phiquest Al Adoption Readiness

Assessment and identify your highest-
priority gaps.

Tell Us Your Al Adoption Challenge

Share your Al adoption challenges and we
will help you identify the most practical
next step.

Schedule a 30-Minute
Conversation

Book a 30-minute Al Adoption
Conversation with the Phiquest team.

Want to apply this with your team? Request the Al Adoption Worksheet Pack at phiquest.com/ai-adoption/#worksheets.
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