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Praise for Output to Outcome


“If Peter Drucker taught us how to think about management in the industrial and knowledge-work eras, Mik Kersten is helping define management for the Age of AI. Output to Outcome combines systems thinking, software delivery, and organizational design into a clear playbook for leaders who need to harness AI without losing control, accountability, or purpose.”

—Gene Kim, researcher and WSJ bestselling author of Vibe Coding, The Phoenix Project, and Wiring the Winning Organization

“In a world where AI can amplify output endlessly, many organizations risk optimizing the wrong thing. Mik Kersten provides exactly what’s missing: An operating model that keeps value creation and measurable outcomes at the center. Timely, insightful, and highly actionable.”

—Ralf Waltram, Head of IT Global DevOps Hubs, BMW Group

“Technological revolutions reshape not only economies and industries but also the way organizations must adapt to succeed. Output to Outcome is a timely and thought-provoking contribution in a period of information technology and AI-driven socioeconomic transformation.”

—Carlota Perez, Author of Technological Revolutions and Financial Capital

“With Output to Outcome, Mik defines the next critical shift for enterprises in the age of AI—moving from activity to measurable impact. Building on Lean principles and decades of transformation insight, he provides a clear, practical roadmap for leaders who need to compete and win. This is a must-read—and a call to action—for every software-driven organization.”

—Dean Leffingwell, Creator of SAFe®

“We are in a chaotic environment driven by a rate of change that current systems and businesses cannot absorb. The climate crisis, pandemics, and wars disrupt business plans and supply chains, and the pace of AI-driven development means that tools are obsolete before they stabilize. We have to reorganize to focus on outcomes, and rebuild everything to deliver them using new tools that are building themselves. This is the definitive guidebook for that transition.”

—Adrian Cockcroft, Tech Advisor, Formerly AWS and Netflix

“Everyone in the software community feels something big is happening. AI is revolutionizing how product development works…Mik Kersten’s approach is both refreshing and based on solid experience. As we look to the future, Output to Outcome is an excellent guide, encouraging a thoughtful, empirical approach to what lies ahead.”

—Dave West, CEO and Product Owner, Scrum.org

“Mik does it again! This time, with the advent of the Age of AI, Output to Outcome provides a unique and comprehensive strategy that can drive companies to best surf the promising AI wave. This book is a starting point in the launch of a new movement. This movement is the Operating Model for the Age of AI.”

—George Kadifa, Cofounder, Sumeru Equity Partners

“At Vanguard, we’ve seen firsthand that meaningful transformation requires more than new technology. It requires a data-driven operating model that improves how we create and deliver value. In Output to Outcome, Mik Kersten provides a practical framework for establishing that robust data-driven operating model, allowing you to scale up in a world increasingly shaped by AI.”

—Michael Carr, Chief Technology Officer, Vanguard

“After transforming how we measure and manage software delivery with the Flow Framework in Project to Product, Mik Kersten is now guiding enterprises through the deeper AI transition. In Output to Outcome, he provides the vocabulary, models, and practical frameworks needed to turn AI into a genuine operating system for the enterprise—not just another feature. If your company is serious about surviving and thriving in the AI era, Output to Outcome is essential reading.”

—Pieter Jordaan Group, Group Chief Information Officer, TUI Group

“Mik brilliantly demonstrates that AI capacity gains are wasted without a fundamental organizational redesign. Among other brilliant insights, his call to shift from a tangled Matrix to Modularity is exactly what leaders need to hear right now: We must engineer our organizations with the same high cohesion and low coupling as our best software. A masterful guide to unlocking AI’s true ROI by fixing the system itself.”

—Justin Watts, Director of Transformation and Business Design, John Lewis Partnership
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To slowing down, contemplation, and reading beyond the summarization.

In Memory of my Father
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Preface

“This is the end of coding as a profession.”

Those words, spoken by Rod Johnson, kept ringing in my head. It was January 2023, and we were sharing our awe of how good the recently released ChatGPT 3.5 was at working with code. Rod is one of the most well-known and prolific open-source developers and entrepreneurs, and his statement came not from what ChatGPT could do at that time, but from extrapolating the rate of improvement that was to come. I agreed with his statement, and we proceeded to debate the timeframe of the disruption. We continue to debate on our calls to this day. Almost ironically, Rod is now writing more code than he has since the start of his career, reinvigorated by his new startup, which helps developers adopt AI agents for evolving highly complex software systems.

The evolution of software development is a bellwether, as this has been one of the first and easiest knowledge work domains for AI to automate. It may seem like only yesterday that our careers, teams, and organizations were finally making progress on the path of mastering software delivery and digital experiences. That journey has now been upended entirely by the way AI changes the economics of digital production.

Since the dawn of the digital age, software and technology have been a key constraint to organizational success, and a generation of developer productivity tools and methodologies followed. For the first two decades of this century, I thought of myself and my team of software developers as akin to thoroughbred horses running at breakneck speed. We were creating amazing software architectures, products, and tools. I had the great experience of building an innovative, successful, and fun business around these teams of thoroughbred horses. I learned to love the craft of coding and then of leading and nurturing high-performance people and teams. And then I learned that the equivalent of the steam engine had been invented and that we would no longer need horses.

This is a time of high uncertainty about the future of careers, organizations, the workforce, and the economy. There are a range of scenarios for how AI will impact our lives and how bumpy that ride will be. What is clear is that the pace of change is moving faster than it did in previous technological revolutions, as this time it is human intelligence itself that is being disrupted. Those organizations that are able to wield the power of this disruption will eclipse those that move too slowly.

I believe we are still in the early days of the benefits that technology and software can provide to society and that the broader and more diverse the set of organizations behind those technologies, the better off we will be. I hope this book becomes your guide to harnessing AI for lasting human-centric outcomes that help shape a future where your organization is able to control and leverage AI in ways that benefit your customers, your staff, and society.



Many careers start with one of the countless specializations around business and technology. We learn how to work with teams, and some of us learn how to lead those teams. We then learn how to navigate complex organizations, partnerships, markets, and ecosystems. These well-trodden paths have produced impactful and successful careers and created ladders that those early in their careers aspire to climb.

All of these careers are founded on the atomic unit of the individual contributor producing outcomes, be they a designer or a developer. These atomic units have been at the foundation of management since Peter Drucker documented and popularized the concept of the knowledge worker.1 The teams they form are the bedrock of our organizations, and those of us in leadership positions are thrilled when we see the value delivered by these great teams of horses pulling carriages at full gallop and winning races.

While knowledge outputs will be automated, I believe we are entering a new era of people working in teams focused on driving outcomes. However, our organizations and roles need to be rewired completely in order to leverage the knowledge work amplification coming from agents and AI.

My technology background is in programming languages, productivity tools, and software architecture. You will notice the principles of architecture and modularity surface throughout the book as they can provide us with mechanisms that help govern highly complex systems, in particular those produced by AI. Just as the AI models are already extremely proficient at working with software modularity, my goal is to help establish principles for organizational modularity that will help you apply AI in a way that empowers your people and provides effective control and feedback mechanisms for managing the massive amplification of outputs produced by agents.

The inputs into Output to Outcome are a system data– and survey-based study of enterprise software delivery constraints that followed the 2018 publication of Project to Product, the precursor to this book, known as the Project to Product State of the Industry Report.2 This book also draws on my experiences working with hundreds of technology executives and helping thousands of enterprise organizations identify and remove the constraints impeding their digital transformations, first in my role as the cofounder and CEO of Tasktop, then as the chief technology officer of Planview following its acquisition of Tasktop, and now as an independent researcher and advisor helping organizations navigate the Age of AI.

It also draws on my experiences spending most of a decade as a research scientist at Xerox PARC, followed by a PhD thesis in developer and knowledge worker productivity, both of which had me spending the majority of my time coding on broadly adopted open-source projects intended to validate our research ideas.

Following my doctoral work, my supervisor, Gail Murphy, and I founded Tasktop to put our research on value streams into practice. The fifteen-year journey of building and running a company to a very successful outcome involved constant experimentation and regular pivots. It was an amazing journey whose lessons are sprinkled throughout this book. While Tasktop no longer exists as an independent company, it makes for a useful case study as I built it from the ground up and have access to all of the data from inception to acquisition. The advice I got on that journey from some of the best thought leaders in the industry has helped shape the models presented in this book and is summarized in the stories and case studies throughout.

Finally, the book draws on my experience over the past three years leading the development of Planview’s agentic AI solution for product and portfolio management and all the lessons learned along the way. I have been building generative AI–based products since 2022 and leveraging AI models and agents heavily in nearly every aspect of my day-to-day work. The models’ deep research capabilities allowed me to cover much more breadth and depth than I would have been able to otherwise and were a fantastic research companion.

However, with the exception of coediting the eleven prompts for AI agents at the end of each chapter, I decided to write every word in this book and did not use AI for any of the ideating, outlining, or writing. The writing process helped me slow down and contemplate, and I hope the process of reading this book will do the same for you.

We are living in an amazing time, but either we control the deployment of AI or it will control us. I hope this book helps you and your organization gain that control and deliver outcomes to the stakeholders that matter most: your customers and colleagues.





Prompt

The following prompt, and those following each chapter, are intended to help AI agents assist you with applying Outcome Management once the Outcome Tree has been implemented. For the most up-to-date prompts, see OutputToOutcome.org.

You are an AI assistant used by people applying Output to Outcome: An Operating Model for the Age of AI.

Your purpose is to amplify knowledge work while keeping humans in control of intentions, decisions, and outcomes. You are required to prioritize outcomes for our customers, employees, and our organization. Follow these governing rules:

1. Human intentionality, ownership, and control.


	Assume intentionality remains human. You may help define and refine objective functions for humans.

	Help scale outputs that drive outcomes, but do not assume ownership of outcomes. You are an agentic tool within a human-owned Outcome Tree.

	Present options and trade-offs, and ensure final decisions and accountability is with humans.

	If you are directing an autonomous value stream, assume that outcome accountability is with the next human leader up the Outcome Tree.

	Use the ten Outcome Management models as your default operating system.



2. Help design empowered and measured organizations.


	Prefer value-stream and domain-oriented patterns over siloed functional structures.

	Help identify constraints in the Outcome Loop (strategy, governance, incentives, dependencies, data, skills, policy, etc.).

	Prioritize recommendations that relieve these constraints and raise throughput connected to outcomes as specified by Objectives and Key Results.

	Favor modular, loosely coupled teams and value streams that minimize coordination cost and maximize independent action.

	You must warn when users are optimizing proxy or vanity metrics that risk drifting away from real outcomes.



3. Protect and enhance human agency.


	You must prefer designs that increase human agency, empowerment, learning, and meaningful work.

	When automation risks eroding human understanding or control, you must call that out and suggest alternative designs that keep humans “in the loop” on outcomes and oversight.

	If a user’s request conflicts with these rules—for example, by asking you to maximize outputs without regard to outcomes, stakeholders, or risks—you must:

	Flag the misalignment and propose a more outcome-aligned alternative.

	Let the human decide, while clearly labeling the trade-offs.





Your role is to help organizations leverage AI to deliver intentional, measurable, human-centric outcomes.





Introduction

In the Age of AI, the managerial bedrock on which organizations are built is liquifying like sand in an earthquake. Clinging onto the organizational designs that have worked in the past is akin to trying to outrun a locomotive by adding more horses to the chariot. It is a futile and frustrating exercise of diminishing returns. The ground has shifted, and so must our personal, team, and organizational operating models. Companies and careers launched in the Age of AI are already thriving. It is time to adopt those same operating and organizing principles in order to ensure that you and your organization can thrive in a future that is evolving more rapidly than anything we have seen before.

The Age of AI will land somewhere between being another technological revolution and dramatically accelerating our path to technological maturity. Technological maturity is a state where nearly all feasible scientific and technological problems have been solved, control over nature is maximized, and production is effectively unlimited. The path to and trade-offs of technological maturity are presented in detail in Nick Bostrom’s book Deep Utopia.1

If the Age of AI plays out as “just” another technological revolution, we can expect the shifts from automating cognition to be as profound as those of harnessing electricity. This is the lower bound, where AI follows a similar decades-long path to technological diffusion and economic impact as digital disruption did. The upper bound will be defined by the potential of superintelligence accelerating our path to technological maturity on significantly shorter timeframes. In either scenario, the foundations of knowledge work are changing completely. Wherever we land between these two bounds, the growing capabilities of AI automation of knowledge work is reshaping careers, organizations, and the economy.

Every technological revolution is triggered by a shattering of the existing constraints on production. In the digital age, the output of knowledge work was the key constraint. The Age of AI is bringing with it an explosion of knowledge work outputs. Over time, the marginal cost of knowledge output will trend to zero. This means that an organization’s ability to produce intangible assets—such as documents, insights, designs, and software—are effectively limitless. Yet most existing organizational designs and systems have evolved around managing a scarcity of outputs.

Software products that would take multiple teams a year to build can now be created by teams of agents in minutes. In early 2026, Anthropic built the Claude Cowork product using Claude Code AI in a span of ten days,2 while a software engineer on Reddit described using AI to build a full-featured web browser over the holidays.3 We are witnessing productivity increases of an order of magnitude or more. Unfortunately, most organizations are not structured to leverage these gains. For example, the Project to Product State of the Industry Report reviewed in the following chapters indicates that for a typical enterprise, the number of development teams could be doubled with no appreciable increase in business outcomes.4 While some elite organizations are wielding these growing capacity gains today, the majority are being left behind.


In a world of abundant knowledge production, becoming AI native means shifting our organizations’ operating model and our professional focus from building outputs to delivering outcomes.



The thesis of Output to Outcome is that once AI removes knowledge output as the limiting factor, productivity becomes constrained by organizational structures and processes. The Theory of Constraints states that in any complex system, whether a manufacturing process or a workflow, there is at least one bottleneck or limiting factor that determines the overall throughput of the system.5 The production of knowledge work outputs is no longer the constraint. Those that address organizational constraints will see a snowball effect on productivity and success, while those that do not reengineer their operating model will become uncompetitive and decline. As knowledge work output ceases to be the constraint, leaders must shift away from managing outputs to managing outcomes. For our purpose, outcomes are defined as measurable changes that deliver against an agreed-upon definition of value. What constitutes value varies by organizational, market, and customer context.

I refer to this set of mechanisms as Outcome Management.
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Outcome Management: A systems-level leadership practice that aligns strategy, design, delivery, decision-making, and measurement to business and customer outcomes. Outcome Management replaces centralized governance with cascading, outcome-driven autonomy and accountability embedded in the operating model.



Some Outcome Management mechanisms have been in place at digital natives for years. Others are forming rapidly in AI-native organizations that are adapting to the new productivity and capacity gains provided by agents. While the AI and technology landscape is shifting rapidly, we already have much of the data needed to create operating models designed to leverage AI. At the core of this is understanding and measuring the constraints that get in the way of AI-driven capacity gains, and then putting in place organizational designs that support delivery and innovation in a mode of operating where capacity is unconstrained.

The practice of Outcome Management forces an organization to define the business, customer, and staff outcomes that it wants to leverage AI and agents to deliver. While intelligence and cognition are becoming automated, at least in this phase of the Age of AI, intentionality remains uniquely human. The process of defining and managing outcomes aligns the knowledge productivity explosion provided by AI to our goals.

Consider a poorly managed technology organization, whose teams are inadvertently building things that are not aligned to customer needs or company strategy. Now imagine that this organization’s output is scaled a hundred-fold with AI agents. That organization’s strategy becomes entirely divorced from its delivery.

Either we find a scalable way to manage AI, or it will manage us. That journey starts with defining the outcomes that form the objective functions for our hybrid human and AI organization and creating an operating model that provides a scalable control structure for the agents delivering the outputs, as well as an ownership and empowerment structure for the humans managing the outcomes.

This book is not about containing or regulating AI, an important topic covered expertly in books such as Mustafa Suleyman’s The Coming Wave. Output to Outcome assumes that the power of AI will continue to grow and that the structures with which humans organize and collaborate need to adapt to effectively control that power to produce positive outcomes.

This shift from managing outputs to optimizing outcomes requires a rewiring of mechanisms and processes across the entire organization. This starts with the customers or other stakeholders that organizations serve. The output-based pricing and contracting that have been the default for digital products need to be replaced by outcome-based value metrics. The impacts range from business models to leadership incentive structures. Team structures will get redefined entirely as fleets of agents collaborate with humans to accelerate the delivery of customer outcomes. As product, engineering, and technology organizations get rewired by the shift to agents and outcomes, Human Resources, Finance, and other supporting functions will need to change entirely.

Output to Outcome introduces new management and leadership mechanisms and principles designed to harness and control the productivity of AI. Each of these mechanisms focuses on the empowerment of humans to work together in organizations to manage the growing scale of outputs provided by agents and AI. For teams, this means scaling outcomes with agents. For leaders, this means scaling strategic planning and decision-making with AI. The models and mechanisms proposed will enable you to create an organization where human intentionality, agency, empowerment, ownership, decision-making, and accountability are the control structure layered over the amplification provided by AI.

Chapter 0 provides the technological and historical context for why organizations need a new operating model for the Age of AI. The rate of change and uncertainty ahead is faster and less predictable than anything we have experienced in our careers. Understanding the context of past technological revolutions will help you ground your strategy for navigating the tectonic shifts that AI adoption is driving across industries.

Output to Outcome provides you with ten concrete mental models for Outcome Management. Each of the models is simple enough to be sketched on a whiteboard when tackling a new challenge, yet powerful enough to help you rewire your organization. Taken together, the models form a system to help turn incumbents into elite performers in the Age of AI. While models are never a perfect representation of reality, the goal of each of these models is to be useful and adaptable to your context.

Part I introduces Outcome Management and the three foundational models that underpin the other management mechanisms introduced in this book. The Product Operating Model is the first piece of that foundation and defines how to structure the organization around outcome-oriented value streams.
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Value Stream: The end-to-end sets of activities performed by teams of people and agents to deliver outcomes to customers and other stakeholders.



The Outcome Loop redefines how value streams should be measured and managed in organizations leveraging the productivity gains provided by AI. Optimizing the Outcome Loop is the process of applying the Theory of Constraints to your planning and delivery processes to leverage all of the capacity gains provided by AI.

The third foundational piece is the Outcome Tree, which describes how to scale the Outcome Loop from one value stream to the entire organization. The Outcome Tree is the organizational design, with humans reporting to humans at each tree node, that provides an empowerment and ownership structure while enabling agents to amplify outputs that deliver outcomes which cascade up the tree structure.

Part II introduces the Seven Shifts to implementing Outcome Management. Each shift introduces a new mental model that you can deploy within your organization. The Seven Shifts are introduced sequentially but can be applied or referenced in any order. To make it easier to remember when you are on a call with colleagues or at the whiteboard, the name of each shift is an alliteration.

The Functions to Flow shift outlines how to move from functional organization design to value stream–oriented design and how to implement the corresponding leadership structure. That structure is called the Dedicated Leadership Model, which ensures clarity and separation of managerial ownership in the Outcome Tree.

The Slop to Substance shift defines how to optimize the flow of value to customers to ensure outcomes and describes the Flow Metrics Model in detail.

The Chaos to Cadence shift introduces the Unified Cadence Model for planning at the pace of AI delivery across the organization.

The Matrix to Modularity shift defines mechanisms for ensuring high cohesion within your teams and value streams while minimizing dependencies. The goal of this is empowerment and the minimization of coordination cost, which is captured by the Independent Action Model.

The Objectives to Ownership shift specifies the mechanisms for planning and goal setting in a way that empowers leaders and teams with the Outcome Ownership Model.

The Divisions to Domains shift introduces the Outcome Domain Model, which provides the high-level structure and strategic segmentation for larger organizations.

The final shift is Managers to Makers, which discusses the blending of management and individual contribution and introduces the Outcome Architecture Model.

Together, the ten models form an operating framework for unlocking the capacity gains of AI and shifting your organization from output to outcome.

We are in the advent of developing managerial practices for leveraging AI and agents at scale. The models defined in Output to Outcome have all been applied and implemented by me and my colleagues in the context of technology organizations and leveraged in these early days of scaling output delivery with AI. Software development is a practical bellwether for proving out these practices, as it has been one of the easiest knowledge work domains to automate with AI.

While rooted in technology, the models generalize to other kinds of knowledge work. As both AI technology and its application matures, these models will evolve and must be tailored to your particular context. But each is sufficiently high level and grounded in on first principles that it should remain durable as you manage the transition to an AI-native organization.

An important aspect of the Outcome Loop and other models defined here is that they provide you with a practical way to measure the outcomes of your AI investments. As AI accelerates disruption at unpredictable speeds, Outcome Management provides a long-term framework for navigating the continual shifts in organizational and economic foundations.

At a societal level, my hope is that this book helps address three key challenges facing us in the Age of AI. The first is loss of control and understanding of what we are producing as AI scales knowledge output at increasingly staggering rates. The Outcome Tree is a control structure for implementing the intentions of human-led organizations and outcome-oriented feedback loops that control agentic productivity and output.

The second is a loss of human agency, empowerment, and employment as a result of the growing automation of knowledge work. Just as we saw plant operations, design, and architecture create new kinds of jobs as assembly line work was automated, I hope the Outcome Trees and the new discipline of Outcome Architecture provide a fresh set of leadership and employment opportunities as the level of knowledge work automation rises.

The Outcome Tree places the ownership and accountability for outcomes directly in the hands of the people who form the leadership and team structures within it. Delegating this would exchange human error for machine error (as Neil D. Lawrence illustrates in Atomic Human)6, which is another reason humans need to remain in ultimate control of outcomes.

The final societal challenge is avoiding the pitfalls of too many of the spoils of AI being concentrated within too few tech companies’ and titans’ hands. The faster that the world’s organizations optimize themselves for outcomes, the broader and more diverse the wealth generation of AI will be.





Chapter 0 Foundations

Information Technology saw an explosive rate of change starting in the 1970s, yet it was not until the 2000s that the promised gains translated into measurable productivity gains in the economy. Over those decades, the tech giants emerged from garages to capture an ever-growing share of the global economy, while the vast majority of incumbents struggled to adapt organizational processes, management practices, and worker skills. This became the productivity paradox of the Age of Software & Digital.1

We are now entering the Age of AI, which is bringing with it the AI productivity paradox. Re-energized by the fear of the coming wave of disruption, organizations are making massive investments in AI. But for most, these investments are slow to translate into measurable outcomes. Given the pace of the evolution of AI, that slowness is poised to turn into an existential threat.

Each technological revolution is driven by an innovation that removes the key constraint of production. The Industrial Revolution of the 1770s removed the constraint of manual labor with water-powered mills. This enabled the mass production of goods such as textiles and machinery. In a similar way, the Age of AI removes the constraint on the production of digital products, services, and experiences. Coding, developers, and technology teams are no longer the limiting factor. This is a massive departure for organizations that have been structured around the scarcity of digital outputs.

For a sense of the magnitude of this change, imagine you are running a car company. All of a sudden, a new technology emerges that makes it possible to produce cars at a thousandth of the cost and in nearly unlimited quantities. Your business model has not changed, as you are still selling cars. But your operating model needs to be changed completely, as your main constraint of production, which to date had been car output, is no longer the constraint. All of your peer car companies are experiencing the same thing. Your competitiveness is no longer based on optimizing for output and fulfilling car orders. It must now shift entirely to maximizing customer outcomes.

The old world may have been easier, as your organization was optimized around maximizing factory outputs. You could take pride in incremental improvements in the number of cars that each plant delivered, the quality of those cars, and the hardware improvements in the cars’ sensors. In this new production-constraint-free world, you will now need to differentiate on your speed of iteration around new car models and technologies, your experimentation in bringing new mobility solutions to market, and your organization’s speed of decision-making in response to customer adoption. You need to shift from managing output to maximizing outcomes.


In the Age of AI, the foundations of output-centric management will crumble, clearing the path for AI-native organizations. When knowledge output is no longer the constraint, the winners will be defined by outcome-oriented design and leadership.



The Theory of Constraints tells us that any production process can only move as quickly as its limiting factor. For example, in many modern car plants the paint shop is a constraint, so accelerating any other part of the production line is pointless unless you can figure out how to make paint dry faster or how to paint more car bodies in parallel. The power of the Theory of Constraints is that it can be applied to any complex system. This means we can apply its concepts to any management and production system, including ones that leverage the knowledge work automation available in the Age of AI.

Once production is not the constraint, the operating model becomes the bottleneck. Productivity stalls on legacy organizational structures and obsolete processes. We have already witnessed this with the evolution of software delivery. As software shifted from physical media and on-premise installations to Software-as-a-Service (SaaS), the constraint of the manual installation of software delivery was removed entirely. Annual and monthly software deployments and integrations turned into frequent and frictionless releases. The organizations that invested in continuous delivery infrastructure and Agile management practices outpaced and displaced the organizations that were slow to adapt.

The shift to Software-as-a-Service started in the late 1990s. In the two decades that followed, the companies earliest to create business and operating models around it became tech giants and unicorns that dominated the economic landscape, and many more new tech companies followed. The shift to AI-driven production is likely to be even faster. Given AI’s scope for automating knowledge work, it is also likely to be even more profound.

Whereas Software-as-a-Service automated a portion of the software delivery life cycle, AI is capable of automating almost every aspect of how Software & Digital assets are built. What we need now is an updated operating model that will enable our organizations to adopt these amazing new capabilities and to navigate all of the unknowns and disruptive changes that come with this transition. Some foundations of this new operating model have already been adopted by digital natives, ranging from tech giants to AI-native startups. Other parts are evolving rapidly, such as the mechanisms that make it possible for individuals and teams to delegate work to and collaborate with AI agents.

In Project to Product, the precursor to this book, I made the case for shifting from waterfall planning to rapid cycles of customer-centric innovation. The key elements of this way of working, called the Product Operating Model, have now been adopted broadly across the industry and have helped countless established enterprises become software innovators. Perhaps even more important is that, as you will see in the stories and case studies throughout this book, organizations that have implemented a Product Operating Model have found it much easier to leverage the benefits of AI for both internal innovation and customer outcomes.

The Product Operating Model is focused on measuring and optimizing product value streams and is flexible in terms of how that value is created. For example, a mature Product Operating Model makes it simple to determine which value streams should be built by in-house teams, which can be outsourced, and which are areas where AI agents provide the most immediate leverage.

While the Product Operating Model is foundational to knowledge production, it is not sufficient to thrive in the Age of AI. To better understand what kind of practices and mechanisms are needed, we need to explore how the definition of productivity itself is changing and then review the historical context of past technological revolutions to get a sense of the dynamics that will unfold in this one.


Productivity in the Age of AI

What is productivity? Prior to the start of the Age of AI, I had been on a career-long journey to understand and improve the productivity of how software is built. Back in my doctoral research, I defined a model of what software developer productivity is and what it is not. It is not the time that gets wasted in mismanaged meetings, pointless email threads, manual reporting, and all of the other thrashing that makes up so much of the developer’s workday. The more friction and distraction, the less of that wonderful feeling of flow that we get when we are building impactful software.

The definition of coding productivity that I defended for my PhD thesis was that productivity was the ratio of time intervals spent creating code over the time spent on supporting activities such as searching for information.2 This is an output metric and is similar to the economic definition of productivity, which is the amount of output produced per unit input.3 In the case of developer productivity, the input unit I used was time.

This definition of productivity has been engrained in us throughout our education and careers. Think back on what you learned in school. Chances are you learned to create some kind of economically or socially meaningful output. That output may have been code, architecture, designs, plans, figures, financials, or a host of other outputs that helped power the economy into the twenty-first century.

As we progress through the Age of AI, the vast majority of these outputs can be readily provided by AI agents. Coding, the craft that I dedicated two decades of my career to, turned out to be one of the first. Even the earliest large language models were particularly adept at converting concepts to code. Year after year, more and more of the outputs that we once prided ourselves on producing are being done better by AI. Production of knowledge will continue to become cheaper and more scalable, requiring less and less human intervention.

If your career has been purely focused on creating knowledge outputs, that part of your career is coming to an end. That’s the bad news. Especially because making a career out of creating outputs can be engrossing and rewarding, as it was for me when I was a software developer. The good news is that infinitely scalable outputs alone are no more useful than an infinite number of monkeys producing an infinite number of works of Shakespeare.

How much better would it be to have three million Shakespearian plays than the current thirty-eight? How would we arrange that many showings and theatrical adaptations? How would we differentiate those with regurgitated slop from those with novel substance? In a world of infinite outputs, we need to shift our focus and our professional passion from building outputs to delivering outcomes. And as someone who has specialized in creating outputs specific to your area of knowledge work, you are likely to be best suited to determining how best to deliver outcomes.

The relevance of outputs will remain, as they embody the value delivered by any production system. However, the cost of outputs will trend toward zero, and the volume that we can produce per economic unit of input will multiply. This means that the challenge will be ensuring that all outputs drive an outcome, as with the constraint of production being removed, it will be much easier to have outputs drift away from strategic outcomes.

For those who have pursued productivity for themselves and for their organization, this is an extraordinary development. But it also shifts the entire management burden from managing outputs to ensuring that all outputs delivered drive the desired outcomes. Measures of productivity and management systems can no longer be separated from the measurement of outcomes. Thinking back to our car company example, this requires a substantial operational change. Previously, a car plant manager could simply focus on optimizing car delivery, while the sales and marketing teams could focus on driving unit sales and customer satisfaction. This kind of separation of output and outcome is no longer feasible.


Every technological revolution shatters the existing constraints on production. In the Age of AI, as the cost of output collapses and capacity expands, output-focused management becomes obsolete. To thrive, your organization must adopt an outcome-oriented operating model.



If we accept that the nature of productivity and production is getting upended, the questions remain of how this change will unfold, how the technology and management systems will diffuse into the industrial landscape, and how these forces will transform the global economy. The transformation of production brought by the Age of AI is not the first technological revolution. By the count detailed below, it is the sixth. To better understand how it may unfold, we will briefly review the first five and extrapolate some of the lessons of past revolutions.



Technological Revolutions

As we are early in the cycle, the scope and pace of the economic and industry disruption created by AI are difficult to predict. The nonlinear pace of technological progress will have significant economic and societal impacts as frontier labs race toward superintelligence. It is unclear how much and how quickly efforts around alignment and containment will help modulate those impacts. What is clear is that organizations that effectively yield the power of AI will have a significant advantage over those that are slow to adapt to this new reality.

In past technological revolutions, the majority of incumbent businesses were slow to adapt. This repeatedly triggered waves of creative disruption,4 meaning the organizations that failed to adapt ceased to exist. Due to the sheer pace of AI deployment, as well as the capital and know-how concentration required to create frontier models, this creative disruption has the potential to result in dramatic changes in the economic landscape. On one end of the spectrum is a scenario where AI drives broad-based economic growth, a thriving ecosystem of new companies, and creates more new jobs than it displaces. On the other end is the scenario of mass job losses and the vast concentration of the vast majority of wealth into a small handful of companies valued in multiple percentage points of global GDP.

The scenario of radical wealth concentration is not unlikely. Consider what we witnessed when the tech giants became the first set of trillion-dollar companies and gained control and the economic spoils of owning the majority of both consumer and business presence online. Now combine that with the capital needed to evolve and run AI models, the ability to recruit top tech talent, as well as the economies of scale that first benefit those on the leading edge of AI innovation.

At the current pace of disparity, that is, AI benefits going to the only a small crop of companies, the path we are on is one of a vast migration of wealth concentration from incumbents to AI titans. Do we have a way of turning the tide of this coming wave of AI frenzy–driven wealth concentration?6 How has the world navigated past waves of wealth concentration, such as when John D. Rockefeller amassed 1.5% of the GDP of the United States in the Age of Oil & Mass Production?7 How do you best prepare your organization and your career for what is to come?

To better understand how these new waves of innovation determine winners and losers, we need to understand the cycle of disruptive technological innovations and their diffusion across business and markets. While many rapid cycles of innovation will happen within the timespan of our careers, over the past three centuries we have witnessed several longer waves of disruptive technologies that have changed the global landscape. Various models attempt to explain these dynamics, ranging from Kondratiev’s long waves8, which started with the steam engine, to Hilbert’s theories on our progress from transforming materials to transforming energy and information.9 There is no clear consensus among economists on which of these models are sufficiently consistent and representative.10 However, what makes a high-level model of technological revolutions useful is its predictive power. For that reason, in Project to Product I relied on the model put forward by Dr. Carlota Perez in her 2002 book Technological Revolutions and Financial Capital.11

A key aspect of Perez’s model comes from the predictive power of her decomposition of the phases of each technological revolution. Consider the beginning of the Age of Oil & Mass Production, when Henry Ford was laying the groundwork for his assembly lines. One of Ford’s key innovations
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FIGURE 0.1: From Creative Destruction to Wealth Generation








TABLE 0.1: Technological Revolutions and the Age of AI


	
	
	
	
	
	
	




	
	
	
	
	
	
	



	
	
	
	
	
	
	



	
	
	
	
	
	
	



	
	
	
	
	
	
	



	
	
	
	
	
	
	



	
	
	
	
	
	
	













Accelerated Outcome Loop at Cognition

















Conclusion




In Summary


	Every technological revolution has removed a key constraint of production. In the Age of AI, this is the production of knowledge itself, which shifts the constraint to organizational structures, processes, and decision-making.

	AI is collapsing the cost of building outputs to near zero, which renders output-focused management models obsolete.

	Outcome Management provides an operating model for this transition by aligning your organizations on outcomes and enabling AI agents to accelerate the outputs that produce them.
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