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The Moment of Decision
When a senior railroad executive sat before his board in 
1899 and waved off a proposal to invest in˙ the “horseless 
carriage”, his reasoning seemed sound: trains are proven, 
the infrastructure is built, the workforce is skilled and loyal. 
He could not see that the logic of how value moved was 
being rewritten around them. The winners of the passenger 
transport transition were not the ones with better horses 
or better trains. They were the ones who asked a better 
question: How do we redesign everything we know 
around a new reality?

In periods of material disruption, leaders need multiple bets 
and adaptable architecture, not a single early lock-in. They

are rewarded for building organizations capable of learning, 
adapting, and reallocating quickly as the market reveals itself.

We are in that moment again. We know AI will change the 
nature of work. The real test is whether leaders will 
design the transition or be shaped by it.

The disruption is not the technology itself. It is the 
unwillingness, and in some cases the inability, to rethink 
work, talent, and organizational design for a different 
system. It is also the failure to redesign that system while 
the underlying technology is still moving. The gap between 
what technology makes possible and what organizations are 
structured to deliver is where value will be created  
or destroyed.

Lessons from Major Technological Disruptions 
Disruptions at the scale of AI are not unprecedented. From 
industrialization to outsourcing, these moments reshape how 
work is organized and how value is created.

During the Second Industrial Revolution in the early twentieth 
century, work did not just speed up; its architecture 
changed. With electricity and mechanization, employment 
did not collapse so much as break apart and then 
reconfigure. New management operating systems, new 
professions, and new institutions emerged, and none of 
them were inevitable, all of them were designed. The lesson 
for the AI era is clear: technology does not guarantee 
transformation. Organizational adaptability does. 
Speed of adaptation becomes advantage.

A nearer corporate analog is the outsourcing revolution 
of the 1980s and 1990s. The organizations that created 
value did not simply move labor; they simplified workflows, 
redesigned roles and controls, and rebuilt service models 

around a new labor mix. The failed versions exported 
processes (“your mess for less”) and called it transformation. 
AI will punish the same mistake.

When technology accelerates faster than the organizational 
systems meant to absorb it, the same pattern repeats 
across every major disruption: work is first compressed, then 
reimagined, and only later stabilized into new institutional 
forms. The mistake leaders make is treating this as a 
single moment. It is not. It unfolds in overlapping phases 
that demand different decisions at different times. The 
implications are both organizational and temporal. Roles, 
workflows, and technology choices must stay modular 
enough to evolve as the frontier moves. 

The institutions that last will not be the ones that bet 
correctly on which model wins; they will be the ones that 
built for learning and adaptability rather than optimization 
around a point-in-time tool.
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Conceptually sequential, operationally overlapping 
The Three waves of Transformation

What History Tells Us 

	 	 	 	 	 n   �Entrenchment is just a more expensive delay. Adapting early is itself a  
competitive advantage.

	 	 	 	 	 n �  �Human capabilities of judgment, contextual reasoning, and relationships 
become the hard moat of durable competitive advantage in an AI‑augmented 
world.

	 	 	 	 	 n �  �Disruption will transform work. The open question is who will design that 
transformation, and for whom.
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DISPLACEMENT
(Short Term)

REINVENTION
(Medium Term)

INSTITUTIONALIZATION
(Long Term)

  What happens:   What happens:   What happens:

n �Repetitive, high-volume, rule-
based work compresses rapidly as 
automation scales

n �New roles, workflows, and 
management logic emerge to organize 
work differently

n �New systems harden into structures 
through governance, career paths, 
incentives, and norms

  Where to look:   What changes:   The risk:

n �Centrally consolidated functions; 
throughput-driven roles; standardized 
processes

n �New professions (e.g., orchestration, 
AI governance, decision design)

n �New operating models (human–AI 
integration)

n �Redefined control systems and 
workflows

n �Technological change outpaces the 
rate of institutionalization and restarts 
the sequence at displacement

  What wins:   What wins:   What wins:

n Automation of rote execution

�n �Human differentiation shifts to 
judgment, context, and relationships

n �Organizations that redesign work, not 
just augment it

n �Capability-building before the talent 
market tightens

n �Organizations that design for 
adaptability:

n Modular roles and workflows

n �Flexible governance and  
decision rights

n �Systems that evolve with rapid 
changes in technology

Leaders are not managing one transformation, but all three at once. Treat this as a portfolio of workflow 
redesigns, not a single AI program.
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Why This Moment Is Different and Why It Isn’t
The temptation in any period of disruption is to over-index on what feels unprecedented. AI invites that instinct. Its speed, 
visibility, and reach make it feel categorically different from what came before. Leaders need the insight to differentiate what is 
truly different and what still holds true.

What’s different
Velocity 
AI has moved from lab curiosity to enterprise deployment in under five years. What once unfolded across decades is now 
happening within a single planning cycle. This compresses decision-making timelines and exposes a structural tension: 
enterprise transformation still takes time, but the capabilities shaping it are evolving continuously. Leaders are being asked to 
design multi-year operating models on top of technologies that will materially change within that same window.

Leaders cannot anchor changes to a point-in-time view of what the tools can do at kickoff. They must design for continuous 
change. Architectures must favor modularity, optionality, and the ability to evolve without requiring wholesale reinvention over 
static skill mastery. 

The people disrupted 
Knowledge workers are the new craftsmen. Analysts, lawyers, accountants, coders, and marketers (e.g., roles that took 
years to build and institutionalize) now face compression and are subject to redefinition. They are vocal, mobile, and central to 
organizational value creation with expectations that can create visible leadership issues.

The nature of the gap  
The barrier is not technology access, as most organizations have access to similar tools, platforms, and models. The gap is 
organizational integration: how roles, decisions, and performance are designed and measured. AI fails because organizations 
attempt to insert it into systems that were never designed to accommodate it. The challenge is temporal as well as 
organizational: roles, workflows, and provider choices must also stay modular enough to evolve as the frontier moves. Leading 
organizations are already shifting toward workforce systems that continuously sense change, rebalance human and digital 
capacity, and align talent with strategy in real time (Adaptive by Design).

What still holds true
Human motivation still underpins performance 
Organizations that treat workforce transition purely as a technical or efficiency exercise tend to experience erosion in trust, 
retention, and discretionary effort at precisely the moment they need them most. 

			   Give people purpose, connection, and a sense that their contribution matters. 

Change is absorbed unevenly
With a multigenerational workforce, the employee who built institutional knowledge over decades and the analyst who arrives 
fluent in AI tools are both critical to the future state, but they require different forms of transition.

Design segmented, empathetic, two‑way transitions that honor institutional knowledge and unlock new energy.

Context shapes credibility
Macroeconomic conditions (e.g., labor markets, politics, public sentiment) shape timing, communication, trust, and how 
transformations are received. 

			��   Lead with strategic clarity and humility.
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https://www.alvarezandmarsal.com/thought-leadership/adaptive-by-design-meta-trends-shaping-workforce-planning-in-the-ai-era
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The Missteps That Cost the Most (and What to Do Instead)
Across previous waves of transformation, the organizations that struggled were rarely those that failed to recognize change. 
They were those that misinterpreted what kind of response the change required.

Defending the asset class instead of the capability
�Leaders tend to optimize the assets they have, rooted in the world that they know: 
factories, infrastructure, workforce models. They delay experimentation with what 
is emerging. Organizations defend existing job structures, reporting lines, and 
functional boundaries rather than the underlying capabilities that create value.

Treating workforce transition as expense, not investment 
Cost reduction too often removes the very people companies need for the next 
phase of growth. Recovery then requires rebuilding institutional knowledge and 
relationships from scratch. One of the primary barriers to AI value is people 
readiness, including skill gaps, cultural resistance, and misaligned leadership 
priorities (The AI-Powered Workforce: Preparing Your Business and People).

Waiting until crisis forces action 
Organizations delay decisions until external pressure removes optionality. When 
action becomes unavoidable, it is also more expensive and more disruptive.
With AI adoption, many organizations are waiting for clearer signals. Before 
committing to structural change, they pin their strategy on hope: That a clear 
technology winner will emerge, that regulators provide guidelines and direction, 
or that competitors telegraph their obvious moves. By the time those signals are 
unambiguous, the advantage will already be captured elsewhere.

Confusing activity with strategy 
Factories electrified without rethinking production lines. Outsourcing moved work 
without simplifying processes. Activity increased, but transformation did not, 
and AI risks repeating this mistake at scale. Deploying tools, running pilots, and 
automating isolated tasks can create visible progress without changing how value 
is actually produced.
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�Capability outruns cost‑cutting. Invest 
to grow talent you already trust; it 
becomes the advantage  
at scale.

�Move before you must. Build transition 
pathways now to reduce risk and 
protect culture.

�Integration beats adoption. Redesign 
end‑to‑end workflows, decision 
structures, and accountability models 
for human–machine collaboration 
and decision‑making. Without that, 
AI remains additive rather than 
transformative.

Protect the underlying capability, not 
the current job construct. Experiment 
early and redesign the work, not just 
the tools.

Full Potential 
AI Transformation Value = 100

Workforce As Expense 
Cutting Talent Needed for 
Next Phase

Defending the Asset Class 
Protecting Job Structures, 
Not Capabilities

Waiting For Crisis 
Action Becomes Costlier, 
Options Shrink

Leader Outcome 
Act earlyRealized Value = 82

Activity VS Strategy 
Pilots and Tools, 
No Workflow Redesign

-18 PTS

-16 PTS

-20 PTS

-13 PTS

Laggard Outcome 
Realized Value = 33 of 100

https://www.alvarezandmarsal.com/thought-leadership/the-ai-powered-workforce-preparing-your-business-and-people
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How to Turn Disruption into Advantage
If AI transformation is not primarily a technology problem, then the question becomes what leaders must build instead. The 
answer is not a single program or function. It is a set of interconnected design decisions about how work happens, how people 
are developed, and how organizations adapt over time.

Redesign the work before you reduce the workforce 
Most early AI programs chase productivity inside existing processes. The logic is intuitive: apply new tools to current workflows 
and capture efficiency gains. It enhances performance at the margin but leaves structural constraints intact. A more effective 
starting point is first principles:

			   n Which decisions must remain human?

			   n Which steps exist only because of historical constraints?

			   n Where does AI remove bottlenecks, and what new ones does it create?

Workflows, governance structures, and control mechanisms must be redesigned in parallel with technology deployment. 
Different parts of the organization will move at different speeds, requiring a portfolio of workflows rather than a single enterprise-
wide rollout. Organizations overly optimized for efficiency struggle to adapt when conditions change, while agility functions as the 
critical link between capability and performance (The Agility Paradox).

Redeploy before you reduce. Organizations that use AI to expand what their people can do (rather than merely to reduce  
how many people they need) build a more capable, more loyal, and more competitive workforce. Savings will come;  
capability compounds.

Build the talent architecture now for what comes next 
Static job descriptions are increasingly insufficient for describing how work is performed. AI reshapes tasks faster than organi-
zations can update roles. The more durable approach is to focus on the capabilities that persist as tasks change. These include:

			   n judgment under uncertainty

			   n contextual reasoning

			   n relationship intelligence

			   n ethical navigation

These are not soft skills; they are the hard moat. The goal is not to optimize for today’s task map, but to build the human 
capabilities that remain scarce and valuable as AI improves. Organizations must identify roles with near-term AI exposure and 
build development lanes before the crisis hits. This is a core risk management capability to protect institutional knowledge, 
reduce disruption, and sustain culture over time.

AI at scale is a people project. The urgent question is not how quickly to reduce headcount, but how quickly to retain and grow 
the people who will make AI work through AI fluency, change leadership, organizational design, and cross-functional integration. 
This requires moving beyond traditional workforce planning toward a more dynamic system that aligns capability development 
with business strategy over time.

Rewire decision-making and organizational systems 
AI compresses the time between insight and action. Information becomes more accessible, analysis more automated, and 
recommendations more immediate. If decision-making structures do not evolve in parallel, this creates friction rather than 
advantage. Organizations must reconsider:

			   n where decisions are made

			   n how authority is distributed

			   n how accountability is defined

Pushing decisions closer to the point of value creation increases speed but requires stronger alignment mechanisms to  
maintain coherence. 
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https://www.alvarezandmarsal.com/thought-leadership/the-agility-paradox-why-traditional-efficiency-is-your-biggest-risk
https://www.alvarezandmarsal.com/thought-leadership/the-agility-paradox-why-traditional-efficiency-is-your-biggest-risk
https://www.alvarezandmarsal.com/thought-leadership/the-agility-paradox-why-traditional-efficiency-is-your-biggest-risk
https://www.alvarezandmarsal.com/thought-leadership/the-agility-paradox-why-traditional-efficiency-is-your-biggest-risk
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Redesign the process, governance, and controls first, then keep the underlying technology stack modular enough to change 
as capabilities improve. A multi-platform, multi-technology posture preserves learning and optionality while the market is 
still moving. This is where many transformations stall, not because the technology is insufficient, but because organizational 
systems are not designed to absorb it.

Provocations for Leadership
			   n �When did you last audit your job architecture for AI‑resilience? Not which jobs can be automated, but 

which human capabilities will matter most, and whether you are building them deliberately?

			   n �Have you assessed your workforce’s AI‑readiness, meaning its willingness and capacity to learn, 
experiment, and integrate AI into daily work?

			   n �Are you designing around the current state of the tools or the future operating model you want as 
AI capability evolves?

Back to the Executive in the Room
The Second Industrial Revolution ultimately produced a higher‑wage, more skilled, more productive workforce than what 
preceded it. That outcome required deliberate institutional innovation. New organizational forms, new agreements, new 
management practices were designed to distribute gains broadly. The same is true now. The outcome depends on how 
adaptable the organization is: not one perfect bet on one platform, but a workforce built to learn, switch, and improve as tools, 
vendors, and capabilities shift.

There are two versions of our railroad executive. In one, he defends what he knows and goes home satisfied, with his assets 
protected and a prudent choice made. In the other, he goes home unsettled and curious, already sketching questions: What 
capabilities will matter in ten years? Which of my people can grow into something new? What would our operating model 
look like if we designed it for the world that’s coming? Where should we place multiple bets before the market settles? Which 
workflows should we test in parallel before we consolidate too early?

That leader does not have all the answers. Neither do we. But leaders who ask these questions and build structures to answer 
them are the ones who will look back at this moment as the one where they found their footing. They preserve modularity, 
keep learning from outside the enterprise, and resist freezing the transformation around the technology as it exists on day one. 
Technology determines what is possible. Leadership determines what becomes real. The leaders remembered for this 
era will not be the ones who deployed the most tools, but the ones who designed the human system to match them.
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