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It's time to embrace Al

Innovation is never achieved by standing still and value is never generated by not taking risks.
The evolution of the global business market has been intensively powered by technology—and
now, technology is advancing itself through Artificial Intelligence.

For an organization to get the most business value out of Al solutions, it is critical to understand
what Al actually is, its impact on the business world, how it creates that value, and how to
implement an Al strategy. The goal of this whitepaper is to guide business leaders throughout
all these topics, offering key advice and insights on artificial intelligence solutions.

In 2020, Al is as trendy as it has ever been. This has brought a lot of relevance to the topic, but
also many misconceptions and uncertainties. However, it must be said that the value-driving
capabilities of artificial intelligence are undeniable. Most industries, if not all, are already
benefiting from this technology. And at the same time, companies have witnessed dramatic
changes in the business landscape.

Now, implementing a successful Al strategy comes up as a difficult challenge for many
organizations. But, when done properly, the returns are tremendous. With today's market being
more tech-driven than ever, leveraging business strategies on cutting-edge technologies seems
to be the only way to remain competitive. We want to provide you with the necessary knowledge
to understand, adopt, and run Al solutions in a business context, while also getting the most
value out of them.

How to get the most business value out of Artificial Intelligence Solutions 3



@BairesDev

Artificial Intelligence 101

Al and Business

Artificial Intelligence is an often misunderstood field, especially by companies that are not too
familiarized with its applications. Some people believe Al is about human-like robots and
magical code, while others think it is just too complicated to get into. However, the truth is that
we are at a stage where Al is easy to understand, access, and implement at a basic level—which
makes it all that more powerful for businesses.

In general terms, Al is defined as the ability of machines to perform human-like tasks by
identifying patterns from large datasets. The field originated in the mid-1950s and its
capabilities have expanded at an exponential rate’.

Today, it is common knowledge that computers have far surpassed human skills in many
domains. This has strongly attracted the attention of innovative businesses looking to scale the
efficiency of their operations. But the success and value generated by any Al project require a
clear understanding and smart expectations from the entire organization, particularly the
C-level.

3 Key Al Concepts

Artificial
Intelligence

Machine
Learning

Deep Learning

' https://ai100.stanford.edu/sites/g/files/sbiybj9861/f/ai_100_report_0906fnlc_single.pdf
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Al: A definition

Simply stated, Artificial Intelligence is a branch of the IT Industry that studies the automation of
intelligent behavior. The goal of an Al program is to tackle problems independently, similar to
the way humans do. This means making data-driven decisions in response to the context and
its variables by sensing, reasoning, and taking action. There can't be Al without data.

Modern Al machines are based on a multi-disciplinary approach that encompasses
mathematics, computer science, economics, statistics, and psychology. Common applications
like virtual assistants, e-commerce websites, chatbots, and social media use powerful Al
algorithms to provide the experiences most customers are now used to.

Machine Learning

Machine learning (ML) is a collective term that describes the various processes that enable a
machine to learn from data without following explicitly programmed rules. In other words, it
learns from working with whatever data is available. Today, it is most commonly used to reveal
hidden relationships in input data and pull insights from them.

What's really interesting about ML algorithms is that they improve themselves over time by
accesing more data. Basically, the more data you feed them, the better results it will
produce—ijust as long as it doesn’t become overfitted®. Businesses often use machine learning
to solve three types of problems: Classification (identifying objects, pictures, audios, etc),
Prediction (forecasting outcome probabilities), and Generation (creating objects, text, images,
audio, etc).

Deep Learning

In recent years, Deep Learning (DL) has taken Al to a whole new level. Based on neuronal
networks technology, DL places a family of algorithms throughout hundreds or thousands
layers—hence the name “deep”. When it comes to understanding insanely large amounts of
data, DL instantly outperforms any other Al algorithm.

The way neuronal networks work is based on the human brain. They use closely-connected
processing elements that simulate brain neurons, known as “nodes”. These gather data from
the environment or from other nodes, process it, and pass it on to other nodes or to the
environment. While DL is very powerful, it normally takes a long time to run and its success
highly depends on the quality of available data.

2 https://elitedatascience.com/overfitting-in-machine-learning
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The Impact of Al in the Business World

Throughout the 2010s, more and more businesses began embracing the ever-growing
capabilities of artificial intelligence. This way, many companies were able to integrate advanced
deep learning algorithms into their existing models, with others invested resources into IT
Outsourcing Services to design custom Al solutions in a trend that shows no signs of slowing
down. In fact, the global market for Artificial Intelligence solutions amounted to USD 20.67
billion in 2018, and it is projected to reach USD 202.57 billion by 2026, exhibiting a compound
annual growth rate of 33.1%".

Global Artificial Intelligence (AI) Market Size, 2015-2026 (USS Billion)
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www. fortunebusinessinsights.com

Source: Fortune Business Insights

By now, it has been proven that Al is not just capable of creating new complex solutions, but
also excels at improving current business processes. And with the large amounts of data
available for modern organizations, implementing artificial intelligence seems to be the best
way to streamline operations, reveal opportunities, and save time. Thanks to the flexibility of
customized Al solutions, this means that there is no industry or enterprise that couldn’t benefit
from artificial intelligence.

Al is extremely powerful, which makes it capable of driving complex and laborious business
tasks. And now it has become a mainstream alternative, an opportunity for business leaders all
around the world. This year, we will witness an increasing consumer demand for higher-quality
Al-enhanced products and services.

By Itself, Data Has no Value

According to Jorn Lyseggen, author of Outside Insight: Navigating a World Drowning in Data*,
there are three macro trends in technology that have powered the fast development of the Al
industry. These are:

3 https://www.fortunebusinessinsights.com/industry-reports/artificial-intelligence-market-100114
4 https://outsideinsight.com/outside-insight-book/
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e The exponential growth of cloud-based computing power
e Significant advances in artificial intelligence capabilities
e The mounting increase in the availability of external data

Over the years, we have seen worldwide industries slowly transition into the digital environment
by developing customized software applications for their business needs. Using cloud-based
computing power has also made this process a lot smoother. Software services can now be
hosted and provided from anywhere in the world, which has created a very competitive market
for them.

But although Al advancements have undoubtedly come a long way, we are still far from being
fully replaced by robots. Computers process data, but it is humans who understand it and build
insights from it . Otherwise, data just becomes commoditized. We might be drowning in
information like never before, but none of it has value unless humans put it to use. Insights are
as valuable as the data fed to the algorithm. In other words, Al does not provide value by itself.

Instead, it enables people to make data-driven decisions. From automation capabilities that
improve efficiencies, to correlational trends and predictive analysis, the only way to gain a
competitive edge from artificial intelligence is to derive insights from data and to make sense of
it.

How to get the most business value out of Artificial Intelligence Solutions 7
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How Al Creates Business Value

The Cognitive Model

Artificial intelligence can also be defined as cognitive technology®. It augments human expertise
to unlock new intelligence from vast quantities of data and to develop deep, predictive insights
at scale. In other words, it maximizes the cognitive capabilities of humans, which are later
applied to business matters.

This way, we can categorize the value of Al across every industry into three main cognitive
branches. These describe the motivation for business adoption and the way value is provided.

e Cognitive engagement:. Analyzes how to deliver new ways for humans to engage with
machines, moving from pure digital experiences (such as the ability to run transactions
digitally) into human-like natural conversations.

e Cognitive insights and knowledge: Addresses how to augment overwhelmed humans
with information and knowledge.

e Cognitive automation: Relates to the shift from process automation to mimicking human
intelligence to facilitate complex and knowledge-intensive business decisions.

Designing and Elevating and Designing and
delivering new scaling knowledge | delivering agility and
customer engagement and expertise operational efficiency
Cognitive Cognitive Cognitive
engagement insights & automation
knowledge
Source: IBM

The Cognitive Model also considers how organizations gain advantages over their competition
by having a strong digital foundation. Paired with cloud computing, data analytics, and

5 https://www.ibm.com/watson/advantage-reports/market-report.html
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cybersecurity measures, implementing Al from a cognitive intelligence standpoint has proven to
be a key accelerator of business outcomes and rapid growth.

The Result and Impact Grid

According to a study carried out by Deloitte®, which reviewed close to 200 vendors and their
clients, the value of Al in a business landscape can be mapped out following its type of result

and type of impact on a 2x2 grid.

Type of Result

Primary output of the Al solution, e.g., answer or action

Unknown

Solution generates a
new result previously
not known to exist

Known

Solution replicates one
(or several) results from
a set of predetermined
outcomes

In this chart, the type of result axis is used to determine whether an Al produces known or

unknown results.

Operations discovery
Ability to discover novel
answers or actions that serve to
improve speed and accuracy of
internal processes/decisions.
Examples: Process mining,
scenario planning.

Operations efficacy
Ability to produce intended
answers or actions that serve to
improve speed and accuracy of
internal processes/decisions.
Examples: Customer service
automation, fraud detection.

Bottom-line
Costreduction

Customer discovery
Ability to discover novel answers
or actions that serve to improve
customer conversion and loyalty.
Examples: Market segmentation,

product devlopment.

Customer discovery
Ability to produce intended
answers or actions that serve to
improve customer conversion and
loyalty.

Examples: Recommendation
systems, pricing automation

Top-Line
Revenue increases

Type of Impact
Primary intended financial contribution of the Al solution

Source: Deloitte

8 https://lwww2.deloitte.com/content/dam/Deloitte/nl/Documents/financial-services/deloitte-
nl-artificial-intelligence-in-insurance-whitepaper.pdf
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e Known results are those retrieved by an Al from a previously determined set of data. A
chatbot, for example, is an Al usually designed to produce known results. Whenever a
customer sends a message, the chatbot will browse through its database and retrieve
the most appropriate response following an existent set of rules. Whatever information
such chatbot can give is already known by the company that owns it.

e Unknown results, on the contrary, occur when an Al creates new answers that can be
turned into insights. Unknown results are the product of generative algorithms, which are
capable of delivering new data based on a few given parameters. As an example, a
Marketing Agency can use an Al to produce unknown results when segmenting
customer groups following a set of characteristics. Before using the Al, the result was
unknown to the agency.

The type of impact axis, on the other hand, distinguishes whether an Al delivers financial impact
on the top or bottom line.

e Bottom-line impacts are a measure of net income improvements achieved through
reducing costs. An example of this is when an Al reduces the need for hiring human staff
to perform certain tasks, or when an Al boosts the quality and reliability of human work.

e Top-line impacts are defined as growth in revenue achieved by increasing the value of a
company’s products and services from the customer’s perspective. As an example, an
e-commerce website using an Al recommendation system will most likely increase its
sales along with a better customer experience.

Of course, real-world Al applications will generate results that overlap throughout the 2x2
grid—especially as those solutions evolve over time. The goal of the Result and Impact Grid is
merely to define clear starting points for organizations looking to measure the value of their Al
implementations, as well as to direct the evolution and future goals of the Al application.

A Customized Approach

While both of the previous models are quite effective at guiding businesses on their Al journeys,
we believe there is a better way to analyze the business value of artificial intelligence solutions.
Our experience tells us that any Al business strategy must be targeted towards creating
customizable automated and augmented services. This is achieved in two steps.

The Value Generation Cycle (VGC)

First, companies must understand how to provide customizable and scalable Al-driven
experiences by capitalizing on data. This is done by tackling Al solutions from a cyclical
perspective:

How to get the most business value out of Artificial Intelligence Solutions 10
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Strategy
leads to

Insights
build

Data
reveals

Data

The rate at which we are producing information is staggering. By 2025, it's estimated that 463
exabytes of data will be created on a daily basis’—that is 1 billion gigabytes squared. It is
impossible for a human to imagine all the insights such a massive amount of data contains.
That is why Al must play a mediating role, cutting through this massive amounts of information
that would otherwise be impossible to grasp. This way, it can bring our attention to hidden
patterns and powerful insights.

Insights

As we said before, Al may bring us the patterns, but the real value lies on what we do with them.
The critical role of Al is to identify causalities and drivers that predict outcomes any business
can use to shape their decisions.

7 https://www.weforum.org/agenda/2019/04/how-much-data-is-generated-each-day-cf4bddf29f/
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Strategy

Once a business determines its key insights, it must implement them into their core strategy
and define the ways it can generate the most value. We will dive deeper into this topic later on
this whitepaper.

Action

After setting the bases of the strategy, the groundwork is over, and it is time for action. This is
where a company tests the performance of an Al solution on a real-world scenario.The Al runs
all the calculations and makes all the decisions necessary to fulfill the goals it was programmed
to achieve.

Learning

After performing an action and monitoring its own behavior, an Al will analyze its results and
learn from them. The development team in charge of the algorithm will make sure this process
remains in line with the company’s goals. It is also worth mentioning that, while this is a cyclical
process, the learning stage doesn’t always lead back to more data. It can also lead straight to
any other of its past stages, where it will once again generate new learning.

Defining Automation and Augmentation

Based on the principles of the Value Generation Cycle, we can identify the opportunities to

generate business value on a dual axis plane.
Augment

Optimization Assistance

Data Complexity

Advisor Innovation

Automate
Work Complexity

v

On the Y axis, we can find the Data Complexity, which can be determined based on the data set
structure. For example, strings of code are linear and structured data that a computer can easily
read, while images and videos are unstructured and much more complex.
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The X axis represents the Work Complexity. This refers to how routinary and how many rules a
type of work has to follow. The complexity is proportional to its predictability: the more rules
and routines, the more it requires judgment, and the less predictable it becomes. For example,
the process of a self-driving car making a left turn has a very high work complexity—the Al must
follow many rules and judge whether or not it is safe to make the turn.

Based on these two axis, we can determine when Al should be used to automate and when Al
should be used to augment. Automation removes humans from the process, while the goal of
Augmentation is to enhance and complement human capabilities. This creates four areas in
which we can identify the role of Al.

Optimization

Any operation that deals with low amounts of data and work complexity can be easily
automated. This is the goal most companies set at the beginning of their Al journey, since itis
the easiest to identify, adopt, and implement. By optimizing processes with automation,
operations become more efficient and their cost is significantly reduced.

Assistance

When the work is simple but it deals with large amounts of data, Al is better suited to fulfill the
role of an assistant rather than becoming a full replacement. This means enhancing the
communication and coordination capabilities of the people involved and adding value to their
work by making it more effective. Common types of assistance are scheduling, messaging, and
monitoring.

Advisor

Combining simple data with high work complexity means that there will be a lot of judgement in
the way—which computers are not so good at. Here, Al takes on a supportive role and leaves all
decisions to humans, who just act upon the information given by the machine. This is what
happens when an Al suggests a medical treatment or an investment opportunity.

Innovation

High data and work complexity might sound like a hard day’s work, but it is also the breeding
ground for innovative solutions. In this context, humans and Al work together to devise original,
creative work through a lot of experimentation, exploration, and lateral thinking. Some examples
of this are Al music composition, alternative text writing, or even suggested improvements to a
corporations’ value chain.

Following this dual axis plane, any company can easily identify how Al can provide value to their
company and begin to measure it. If you are not sure of how to place your Al project into the

How to get the most business value out of Artificial Intelligence Solutions 13
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plane, try to split it into smaller pieces with more specific goals. How a company uses this or

any of the other models mentioned before will provide unique results and ideas for value
creation.
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Implementing a Value-Oriented AI Business Strategy

Any successful Al strategy has a thorough focus on generating value for the company.
Implementing it, however, requires more than software tools, resources, and talent. Just like any
business strategy, implementation begins with putting the intangible fundamentals in place. The
three main ones are proving how Al can provide value, getting leadership support, and spreading
an adoption culture.

Proving the Value of Al

To prove the value of Al it is fundamental to determine exactly where and how it could be used.
This is what organizations often define as a “business case” — a clear proposal that details the
returns of an investment and justifies it. This way, an Al strategy should start out as any other
business project: by targeting and solving a business problem. And since Al solutions are
flexible and scalable, it shouldn't be hard to see how it can tackle other business problems in
the near future.

This step is key to getting the right stakeholders on board and make sure that the project will
not easily fall apart. However, Al solutions can often seem costly and risky, and the immediate
gains might be hard to see. If that's the case, it's better to start small and get some wins before
scaling the long-term project. This will make it easier to get other people’s support and prevent
the company from getting buried by a more risk-taking competitor.

Getting Leadership Support

Business leaders are drivers of change, and without their support any Al strategy is bound to
fail. That's even if the business case has already been established and the value of Al has been
proven. The support of the leadership team must be active and show vision and tenacity in
shaping the Al strategy.

Receiving project validation from the leadership team is a key element to build trust across
every involved party. As a consequence, the strategy can acquire a holistic trait, rather than
being seen as a one-time solution with no long term impact.

It is also critical to designate a project leader, who will be in charge of driving and implementing
the Al strategy. This leader must cooperate with the general leadership team to encourage
adoption and show commitment to the project, even if results are scarce at the beginning.
Having the patience and determination to overcome obstacles will inspire the rest of the team
as the project gains momentum.
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Adopting the Al Culture

Even if leaders support and understand the benefits of Al for the business, employees are also a
fundamental part of the equation who will probably come into contact with the technology on a
daily basis. They need to be willing to use the technology and get the most out of it. That is why
adopting a positive mindset is a priority for any Al strategy.

On the other side, teams should also be prepared to face the uncertainties, failures, and
frustrations that may come with Al projects. In these cases, getting support from an IT
consultant is always an option, especially if the in-house teams can get some first-hand
experience from outsourced teams. The bottom line is that a successful Al strategy requires the
entire organization to be onboard.
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Conclusion

The era of Atrtificial Intelligence is upon us. It is evident that Al has already begun to create a
tangible value in most (if not all) industries. The transformative capabilities that Al provides for
businesses looking to gain a competitive advantage is undeniable—which means that the
sooner an organization adopts the technology, the better. Any business that decides to
understand and implement Al will be able to shape the value generated by their Al strategy as
needed.

For those who have still not begun their artificial intelligence journey, the time to act is now.
Accessing data is the key of everything. As long as a business is able to determine the type,
quantity, and quality of data required to achieve its objectives, finding relevant use cases to
pursue shouldn’t be hard. Otherwise, getting data from other public sources or partnering with
an IT Outsourcing Company can help with achieving long term goals.

And for those looking to take the next step, don't be afraid of failure. Even though many Al
projects can be particularly challenging, require interdisciplinary collaboration, and bear high
cost and time investments, achieving success is well worth it. Remember: failure is an integral
part of innovation—and that is the basis of any Artificial Intelligence algorithm.
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About BairesDev

BairesDev is the fastest-growing Technology Solutions company in Latin America. Our applicant
pool is the largest in the industry: over 240,000 Software Engineers apply to work with us each
year, and we hire only the Top 1% IT Talent, creating solid teams of 100% bilingual veteran
developers.

We provide end to end delivery for companies of all sizes, from startups to some of the biggest
companies in the world, including Google, Rolls-Royce, Pinterest, EY, SiriusXM, Motorola &
Viacom, among others. The heart of our work is Software Outsourcing, Testing and Operational
Support which we provide through a service of fully managed teams that integrate seamlessly
into your projects.

With a team of over 1000+ experts in diverse technologies, methodologies, and frameworks,
BairesDev is expanding operations to the rest of the globe. Our mission remains intact: to
harness the untapped IT talent in Latin America and to become the region’s largest outsourcing
company of all time.
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Learn more about BairesDev at www.bairesdev.com and follow us on social media to
find our latest news, articles, and industry insights.

DOG0E
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