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Executive perspective: The next Al advantage belongs to organizations
that learn

The question is shifting from “Which model should we use?” to “How will we become more capable every time we use
Al?”

Organizations are adopting increasingly capable Al systems, yet adoption alone does not guarantee durable value. If
workflows, feedback, decisions, and operational lessons flow outward while the organization retains little of what it
learns, the enterprise may pay for intelligence while gradually giving away the knowledge that makes it distinctive.

The interview that inspired this paper raises a strategic proposition: firms should use Al to accumulate local, tacit
knowledge at scale, while surrounding models and agents with deliberate controls. This paper develops that proposition
into a practical operating model. It does not argue that every organization must train its own foundation model. It argues
that every organization should own its learning loop: its context, evaluations, operating knowledge, governance, and
ability to choose the right model for each task.

Five moves for leaders
 Build a trust boundary around Al: identity, permissions, data controls, monitoring, and escalation.
» Retain organizational learning in reusable workflows, approved knowledge, feedback, and private evaluations.
» Choose models by task, risk, quality, latency, and cost; keep the architecture flexible enough to route work.
* Measure outcomes against a baseline, not activity such as prompts sent or tokens consumed.
* Invest in implementation capability that connects business owners, domain experts, data teams, security, and
engineering.
Who should read this

Executives setting Al strategy; CIOs, CTOs, CISOs and data leaders shaping architecture; business owners
redesigning work; and teams responsible for risk, compliance, and workforce adoption.

1. From model adoption to organizational learning
Access to capable models is spreading. The differentiator is increasingly the system built around them.

Model capability matters, especially at the frontier. But many business tasks do not require the newest or largest model.
Once a task is well understood, a smaller, less costly model—possibly adapted using approved organizational
examples—may deliver the required result. The strategic question is therefore not simply which model wins. It is how
organizations preserve the ability to improve, change providers, and carry their knowledge forward.

The learning loop
« Capture relevant context from real work, with clear permissions and data handling.
* Turn successful patterns and expert corrections into reusable workflows, guidance, and examples.
« Evaluate systems against private, representative tasks that reflect the organization’s standards.
» Improve the workflow, model choice, or supporting controls based on observed results.

« Keep the resulting knowledge under organizational governance so it can outlast any one model.

The value leakage problem

When employees submit prompts, documents, corrections, or workflow traces to an Al service, those interactions can
reveal valuable business context. The degree of exposure depends on the service, contract, configuration, and data
controls. Leaders should make that flow visible and decide what may be shared, retained, used for improvement, or
prohibited. The aim is to capture the benefit of learning while limiting unintended disclosure.

2. A trust boundary for Al
Trust should be engineered through controls and evidence, rather than inferred from fluency or model reputation.

Al systems can produce useful answers while still making errors, following misleading instructions, or acting outside the
intended scope. This is especially important when systems use tools, access business records, or take actions. The
practical response is not to reject Al; it is to design the surrounding environment so that access, actions, and
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consequences are controlled.

Identity and access Which user, agent, and service is acting—and under whose authority?

Least privilege What minimum data and tools does this task require?

Data boundaries What may be sent to the model, stored, or used for improvement?

Action controls Which actions require approval, limits, or human confirmation?

Monitoring and audit Can we reconstruct inputs, outputs, tool calls, versions, and decisions?
Evaluation and red-teaming How does the system behave on realistic edge cases and adversarial inputs?
Incident response How do we suspend access, contain impact, investigate, and learn?

A note on reasoning traces

A system’s generated explanation should not automatically be treated as a faithful record of how it reached an answer.
For auditability, preserve the evidence that matters: the task, relevant inputs, model and configuration, retrieved
sources, tool calls, policy checks, approvals, outputs, and outcome. Use explanations as one signal, not as proof by
themselves.

3. The enterprise intelligence stack: keep the learning layer portable

A resilient design lets different components improve independently and avoids binding organizational knowledge to a
single provider.

» Work and outcomes: business processes, users, service levels, and the outcomes the organization wants to
improve.

» Context and knowledge: approved documents, structured records, domain terminology, policies, and access-aware
retrieval.

» Evaluation assets: private test cases, quality thresholds, exception scenarios, and human review criteria.
« Orchestration: workflow logic, model routing, tool access, safeguards, human approvals, and fallback paths.
* Models and infrastructure: one or more hosted or locally deployed models, selected for the task and its constraints.

» Governance and observability: identity, permissions, data policies, monitoring, audit records, risk ownership, and
incident response.

Open, closed, or both?

There is no universal winner. Open-weight systems may offer deployment flexibility and deeper control, while hosted
closed models may offer strong performance and managed operations. Different tasks may justify different choices.
Assess each option against the same evidence: quality on your evaluations, security and privacy terms, operational
burden, cost, latency, resilience, support, and exit path.

4. A private evaluation advantage

A private evaluation set turns organizational standards into a repeatable way to compare systems and guide
improvement.

Generic benchmarks can help compare broad capabilities, but they rarely capture the details that determine success in
a particular company: terminology, service commitments, exception handling, risk tolerance, and domain-specific
definitions of “good.” A governed private evaluation set can make those standards testable.
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Build an evaluation asset responsibly
» Select representative tasks with business owners and practitioners.
» Define acceptable outcomes, unacceptable errors, and cases that require escalation.
» Use lawful, authorized, minimized data; remove or protect sensitive information.
« Include normal cases, edge cases, ambiguous inputs, and adversarial attempts.
» Score quality, reliability, safety, latency, and cost against a documented baseline.
» Version the dataset and criteria; restrict access and record changes.

» Use results to choose models and improve workflows—then re-evaluate before release.

As teams resolve exceptions and refine evaluation criteria, the organization builds a more precise picture of its own
work. That learning helps it improve prompts, retrieval, workflow design, training examples, and model routing. Over
time, the private evaluation capability can become a durable operational asset—provided it remains accurate, governed,
and tied to real outcomes.

5. From experimentation to operating model
The hardest work is often the redesign around the model: process, data, controls, adoption, and measurement.

Successful Al implementation requires more than model access. It combines business process expertise with data
engineering, software integration, security, change management, and ongoing product ownership. This creates a
practical implementation discipline: start from a meaningful workflow, prove value and safety, then scale with reusable
patterns.

A 90-day starting roadmap

Days 1-15: Select and baseline Choose one bounded, valuable workflow. Map users, decisions, inputs, exceptions, risks, and
current performance. Name an accountable business owner.

Days 16-30: Design the trust Define data rules, identity, permissions, model options, human checkpoints, audit needs, and
boundary incident response. Build the first evaluation cases.
Days 31-60: Prototype and evaluate Integrate with representative data, test normal and difficult cases, compare model/workflow

options, and conduct security and user review.

Days 61-75: Controlled pilot Run with a defined user group and limited scope. Keep human oversight appropriate to the
impact. Track outcomes and exceptions.

Days 76-90: Decide and improve Compare results with baseline, assess cost and risk, document lessons, update evaluations,
and decide whether to scale, adjust, or stop.

Measure value, not Al activity
» Business outcome: cycle time, accuracy, customer experience, throughput, or avoided rework.
» Adoption quality: completion rate, user confidence, escalation patterns, and workflow fit.
 Reliability: consistency across representative tasks and performance after updates.
» Risk: policy violations, sensitive-data exposure, unapproved actions, and incident rates.

» Economics: full operating cost per successful outcome, including review and integration.

6. Leadership agenda: five decisions to make now

« What knowledge must remain ours? Identify the workflows, customer insights, decision criteria, and operational
know-how that create differentiation. Set rules for capturing and sharing them.

« Where can Al act—and where must it assist? Classify tasks by impact and reversibility. Match autonomy and review
to the consequences of error.

« How will we prove quality? Create private, business-relevant evaluations and define release thresholds before a pilot
begins.
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» How will we preserve choice? Keep critical context, evaluations, and workflows portable. Plan for model changes,
provider outages, and cost shifts.

* Who owns outcomes after launch? Assign business, technical, risk, and operational owners. Al systems need
monitoring, maintenance, and continuous improvement.

Conclusion: intelligence should compound inside the enterprise

Al will continue to evolve, and the balance between model providers, open-weight systems, and enterprise platforms will
shift. Organizations cannot predict every winner. They can, however, build the capabilities that keep them adaptive: a
governed trust boundary, private evaluations, portable context, thoughtful model choice, and teams that improve work
with evidence.

The durable advantage is not simply access to intelligence. It is the ability to learn from its use, protect what makes the
organization unique, and turn that learning into better outcomes for customers, employees, and society.

Sources and important notice
This white paper synthesizes themes from the linked interview and develops them into independent recommendations.

Primary source: Harry Stebbings, 20VC, “Satya Nadella on Open vs Closed Models: Who Wins | Whether to Trust
Frontier Model Providers | Why Companies Need to Own Their Own Intelligence | The Importance of Verticalisation,”
YouTube video supplied by the requester: [<link href="https://youtu.be/24XUcWhqY_4"
color="#1974B3">https://youtu.be/24XUcWhqY_4</link>

Transcript reference: SmashNotes, “Full Transcript for 20VC: Satya Nadella on Open vs Closed Models...”
[transcript](<link href="https://smashnotes.com/p/the-twenty-minute-vc-venture-capital-startup-funding-the-pitch/e/20vc-
satya-nadella-on-open-vs-closed-models-who-wins-whether-to-trust-frontier-model-providers-why-companies-need-to-o0
wn-their-own-intelligence-the-importance-of-verticalisation-from-chips-to-models-and-more/transcript)." color="#1974B3
">https://smashnotes.com/p/the-twenty-minute-vc-venture-capital-startup-funding-the-pitch/e/20vc-satya-nadella-on-op
en-vs-closed-models-who-wins-whether-to-trust-frontier-model-providers-why-companies-need-to-own-their-own-intellig
ence-the-importance-of-verticalisation-from-chips-to-models-and-more/transcript).</link> A transcript and summary
were consulted to identify the interview’s themes, including zero-trust treatment of models, the value of retaining
organizational learning, private evaluations, model choice, and implementation capability. The recording remains the
primary source; summaries can contain transcription or interpretation errors.

Important notice: This is a personal, independent, original synthesis inspired by the source interview. It is not an official
Microsoft position, a verbatim transcript, or legal, security, investment, or technical advice. The operational
recommendations are proposals for consideration and should be validated against each organization’s requirements,
systems, contracts, risk profile, and applicable law. Product and market details may change over time.
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