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Artificial Intelligence
Will Not Fix

a Broken System

Before Artificial Intelligence can improve an organization,
leadership must understand the system
it is asking Al to change.
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Technology provides the context.
Human judgment remains the subject.
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When Better Technology
Produces the Same Problems

n organization introduces a new W. Edwards Deming spent much of his
technology. intellectual life challenging precisely this
way of thinking about organizations.
The expectation is familiar: greater
efficiency, better information, fewer errors, He asked leaders to look beyond individual
faster decisions. events, isolated failures and immediate results —
and to understand the system producing them.
For a time, the technology itself becomes the
center of attention. Leaders discuss capabilities. That distinction changes the question.
Teams redesign workflows. Consultants
measure adoption. Dashboards begin to
record progress.

Instead of asking:
How can we use Al to improve this process?

. leadership must first ask:
- What is this process actually designed
. to produce?

And yet the organization may discover
something uncomfortable.

The technology has changed.

Tadpholllaihsihale not A poorly understood system does not become

intelligent because Artificial Intelligence
enters it. [t may simply become faster at

Decisions still move slowly. Departments ; :
producing what it already produces.

still work against one another. Customers
still encounter the same frustrations.

Employees find new ways to navigate 4
Id obstacles.
gy o Before we automate
Artificial Intelligence makes this dilemma the work,
more consequential. Its capacity to accelerate
work can create the impression that we must understand
acceleration itself is improvement. But a system
does not become better merely because one the Sy stem.
part of it becomes faster. Sl e
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The System
efore the Solution

ost organizations approach
technology as a solution to a
problem.

A process is slow, so we automate it.
Information is fragmented, so we centralize it.
Decisions are inconsistent, so we standardize
them. People are overloaded, so we introduce
artificial intelligence.

Each of these actions may be reasonable.

But they share an assumption that the problem
resides in a specific part of the organization,
and therefore a better tool, a better model or

a better process can solve it.

W. Edwards Deming challenged this way

of thinking. For Deming, the fundamental
question is not which solution to apply, but
what system is producing the result we observe.

A system is more than a collection of processes.
It includes the structure, incentives, information
flows, management practices, measurement
methods and, above all, the way people

are expected to behave. Change one element
without understanding the whole, and the
system often adapts to preserve its underlying
logic.

This is why organizations frequently experience
the same problems even after adopting new
technologies. The symptoms change, but the
system that produces them remains intact.

W HY DEMING

Deming’s authority did not emerge from
theory alone. Called to Japan in 1947,
he returned in 1950 at the invitation of
the Union of Japanese Scientists and
Engineers (JUSE) to teach statistical
methods and principles of quality
improvement to Japanese engineers

and senior industrial leaders.

At a moment when Japan’s industrial
base was rebuilding from the devastation
of war, his ideas helped shape a new
approach to management, quality and
continuous improvement.

In 1951, JUSE established the Deming
Prize to honor his contribution and
advance the development of quality
control in Japan. His work became an
important part of the transformation
of post-war Japanese industry.

The lesson was larger than quality
control: better results begin with
understanding the system that
produces them.

4
Technology may change
what we do.

Only a clear understanding
of the system can change
what we achieve.
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The Architecture
of Cause

Most Problems Do Not Begin Where They Appear

hen a problem occurs, the natural Artificial Intelligence will magnify this reality.
inclination is to look for a cause It does not create a new system. It operates
in the immediate event. within the system that already exists. It inherits
its structures, learns from its data, reflects its
A failed rollout, an unexpected error, a incentives and responds to the environment
disattisfied customer or a missed target in which it is deployed.

often lead to a familiar question:

If the system encourages short-term results,

What went wrong? Al will accelerate short-term behavior.

Deming argued that this question, although
understandable, is often the wrong place

to start. It directs attention to a specific
incident, a person or a visible process, when

If the system tolerates fragmented information,
Al will process fragmentation more efficiently.
If the system rewards activity over outcomes,
Al will produce more activity.

the real causes are usually found deeper This does not mean that Al lacks value.

in the system.

Most outcomes in an organization are not

the result of isolated decisions. They are

the product of interconnected elements:
policies, incentives, information flows,
measurement methods, management practices

It means that its value depends on the system
it is asked to work within. A well-designed
system can allow Al to expand human capability.
A poorly designed system can allow Al

to scale existing dysfunctions.

and the way work is designed and experienced ¢

by people.

Before we look for the cause

This is why two teams can use the same in an incident,

technology and achieve very different results.
The tool may be identical, but the system

we must look for the system

in which it operates — the context, the that made it possible.

expectations, the governance and the daily ~
routines — is not.
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ariation Is Information

Not Every Difference Is a Failure

ne of Deming’s most important This capability is valuable. But it also
contributions was to change the increases the risk of misinterpretation.
way we interpret variation. A dashboard may show a surprising result
and the natural reaction is to intervene quickly.
In many organizations, any deviation Yet without understanding the system,
from a target is treated as a problem. leaders may end up treating a meaningful
A metric moves outside the expected range signal as ia problem — or a harmless fluctuation
and an alert is triggered. A process produces as a crisis.
a different result and someone is asked
to explain. A customer behaves differently Deming’s insight remains hlghly relevant.
and a campaign is adjusted. Variation is not the enemy of performance.

[t is information. The key is to understand
its nature, its source and what it is telling us
about the system.

This instinct is understandable. Consistency
feels safer. Stability appears to signal control.
But Deming warned that treating all variation
as evidence of failure leads to the wrong _ oo
Heticions. Used wisely, Al can help us see variation
more clearly. Used hastily, it can lead us

Every process naturally produces variation. to overreact, optimize the wrong element

Some variation is inherent in the system. and create new problems in the name
It rc-ﬂects thF complexity of rc.al work, of efficiency.

the interaction of people, environments

and countless small influences that cannot %

be eliminated.

LA Variation is not
Other variation is a signal. It may reveal f g
that the system is changing, that a new factor necessarzly a fallur €

has entered or that an unintended consequence

is emerging. Instead of suppressing variation, to be Correcte.d.
leaders should learn from it. It is lﬂfbf‘}’}’l(lth}’l
Artificial Intelligence gives organizations to be understood.
unprecedented access to data. It can detect

patterns, identify anomalies and highlight 2

deviations in real time.
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The Seduction
of Measurement

When Numbers Create the Illusion of Control

easurement offers something
highly attractive to leaders:
clarity.

A number seems to tell us where we are,
whether we are improving and what should
be done next.

In complex organizations, this clarity can be
seductive. It reduces uncertainty, simplifies
discussions and creates the impression

of control.

Deming did not argue against measurement.
He argued against the misuse of measurement
— particularly when numbers are treated as
substitutes for understanding.

A metric can inform. It can guide. It can
reveal trends. But a metric does not explain
why something is happening. It does not
describe the system. It does not capture
the unintended consequences of a change.

When measurement is divorced from the
system, it can create dangerous incentives.
People begin to optimize the number instead
of improving the outcome. Activity is
confused with progress. Short-term results
are rewarded while long-term capability

is neglected.

Artificial Intelligence intensifies this risk.
Its ability to generate data, dashboards
and predictive indicators can make the
organization feel more informed than it
actually is.

But more information does not automatically
lead to better judgment.

An Al model may identify patterns that

were previously invisible. Yet if the underlying
assumptions are flawed, if the incentive structure
is distorted or if the system rewards the wrong
behavior, the organization may simply scale

its existing mistakes with greater precision.

Deming reminded us that measurement must
serve a larger purpose: the improvement of
the system as a whole, not the appearance

of performance in its parts.

Used well, measurement can help organizations
learn. Used poorly, it can produce a sophisticated
form of illusion — the belief that what is
measured is what matters, and that what

is quantified is what is understood.

¢
A number can tell us
what has happened.
[t cannot tell us
why it happened,
or what it means
for the system.
&
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he Human System

Technology Changes Behavior
Because Systems Change Behavior

Artificial Intelligence is often
presented as a technology that
will change what people do.

In practice, it is the system in which it is
introduced that determines how people
will actually behave.

People respond to the environment they

work in. They adapt to incentives, constraints,
expectations and the signals that are valued.
When the system remains unchanged, new
technology is frequently absorbed into
existing patterns of behavior.

A faster tool may allow employees to produce
more of the same. A more accurate model may
inform decisions that are still guided by the
same organizational pressures. A sophisticated
dashboard may provide better data to a culture
that already rewards activity over thought.

Deming emphasized that organizations

are social systems. Their performance
depends on the relationships among people,
the structure of authority, the way information
flows, and the degree of trust and cooperation
that exists within them.

This is why the same technology can produce
different results in different organizations.
The tool does not determine the outcome.
The system shapes the behavior that
determines the outcome.

Artificial Intelligence can influence behavior
in powerful ways. It can reduce certain
frictions, expand access to information

and change the skill requirements of work.

But it cannot by itself create a culture of
learning, collaboration or responsibility.
It cannot replace the need for clear purpose,
aligned incentives and thoughtful leadership.

A system that blames individuals for systemic
problems will continue to discourage learning,
even if it uses the most advanced Al tools.

A system that rewards short-term results
will continue to prioritize speed over quality,
even if it has better information.

If leaders want Artificial Intelligence
to change behavior, they must first examine
the system that shapes that behavior.
Technology may enable new possibilities.
But the system decides which possibilities
are pursued and which are ignored.
4
Technology can change
what people do.
Only the system can change
how people behave.

4
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utomation Without
Understanding

Al Can Scale the System We Already Have

rtificial Intelligence can Al can create the illusion of progress
automate, accelerate and scale because it makes results visible and
existing processes with measurable. Dashboards improve. Cycle
extraordinary efficiency. times fall. Volumes increase. These are
real outcomes, but they may not reflect
But it does not ask whether those what truly matters.

processes are the right ones. It does not
question their purpose, their design or
the assumptions on which they were built.
[t simply executes them faster and at

a larger scale.

Without a clear understanding of the
system, leaders risk celebrating efficiency
gains that do not contribute to the
organization’s purpose. They may automate
activities that should be eliminated, digitize

If a process generates waste, Al can complexity instead of simplifying it,
produce more waste, more quickly. or create new forms of dependence

If a decision is based on flawed information, on technology without addressing the
Al can reinforce that decision with greater underlying causes of the problem.

confidence. If incentives lead to the wrong
behaviors, Al can amplify those behaviors
across the organization.

Deming observed that improvement
requires knowledge of the system, not just
better tools. The same principle applies

The problem is not automation itself. today. Before automating, leaders must
The problem is the absence of a clear understand how the work is done, why it
understanding of the system being is done and what outcomes it is intended
automated. to produce.
Many ()l'ganizati()ns introduce Al in Artificial lntelligence can be a powerful
specific areas — such as customer service, ally. But it will only create real and lasting
supply chain, finance or human resources value if it is applied to a system that has
without first examining how these activities been thoughtfully designed and continuously
fit into the broader system. As a result, evaluated.
they may optimize one part of the process 5
5 o lency.

;:/]h;lrflz()ltr}l:érfaSlnb inefficiency, risk or cost A cartiais system

, : : we already have.
A faster process is not necessarily i
a better process. A more accurate prediction Understanding is what allows
is not necessarily a wiser decision. A lower us to build a better one.
cost is not necessarily a higher value. .
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The Responsibili
of Management

Do Not Blame People for What the System Produces

ne of W. Edwards Deming’s

most important contributions

was his insistence that most
problems in organizations are not the
result of individual failings, but of the
system in which people work.

When outcomes are poor, the natural
reaction is often to look for the person
responsible. Someone made a mistake.
Someone was not careful. Someone
was not capable enough.

This instinct is understandable.

But it is also dangerous. It directs
attention away from the real question:
what conditions produced this result?

People operate within a system of
processes, incentives, information,
resources and constraints. If the system
is poorly designed, even capable and
well-intentioned people will consistently
produce undesirable outcomes.

Blaming individuals may create the
illusion of accountability, but it does

not improve the system. It often leads

to more defensive behavior, less openness
about mistakes and a reduced willingness
to surface problems.

Deming argued that management

has a fundamental responsibility to
design and maintain a system that helps
people succeed. This includes setting
clear purposes, removing unnecessary
obstacles, providing the right tools

and creating an environment in which
learning is possible.

In an Al era, this responsibility becomes
even more important.

Artificial Intelligence can make systems
more complex. It can introduce new
dependencies, new types of risk and new
forms of opacity. If the system is not

well understood, people may be asked

to work with tools and processes that

they do not fully control or even comprehend.

When something goes wrong, it will be
tempting to attribute the problem to the
individual who used the tool. But the more
responsible question is whether the system
provided clear guidance, appropriate
training, transparent information and
realistic expectations.

Management must resist the simplicity
of blame. It must undertake the more
difficult task of understanding how the
system works, where it is failing and
what needs to change.
A culture of accountability is important.
But it must be directed at the right level.
The responsibility for the system lies with
management. Without this responsibility,
organizations risk automating their
problems instead of solving them.
4
People are not the problem.
They are part of the system.
Management must design
a system in which they can succeed.

L 4
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From Optimization

to Learning
A System Must Be Capable of Correcting Itself

ost organizations use technology
primarily to optimize what they
already do.

Optimization can create important gains.
It can reduce costs, improve speed and
increase consistency. But optimization
alone is not enough.

A system that only optimizes its current
way of working may become more efficient
at producing the wrong outcomes. It may
make the same mistakes faster, with greater
scale and at a lower cost.

Deming taught that a system must be
capable of learning. Improvement is not
a one-time project. It is a continuous
process of understanding variation,
identifying causes, testing changes and
incorporating what is learned.

Learning requires a different mindset
from optimization. It demands curiosity
rather than certainty. It requires accepting
that current processes may be inadequate,
even when they appear to be working.

It involves disciplined experimentation
and a willingness to change course when
the evidence indicates a better path.

Artificial Intelligence can support this
learning process, but it does not create

it. Al can reveal patterns, highlight
anomalies and simulate potential outcomes.
These capabilities can accelerate learning,
but only if the organization is willing

to question its assumptions and act

on what it discovers.

10

A system that learns must be able to

correct itself. It needs mechanisms to
identify when outcomes are not what
was intended, to understand why and
to make adjustments.

This requires more than data. It requires

a culture that values honest feedback, that
encourages people to surface problems,
and that treats mistakes as an opportunity
to improve rather than as a reason for
blame.

Many organizations lack these
capabilities. They may collect vast
amounts of data, but they do not use

it to challenge entrenched practices.
They may run pilots, but they do not
institutionalize what they learn. They
may implement new tools, but they

do not adapt the system.

The organizations that will thrive in the
Al era are those that combine the power
of technology with a genuine commitment
to learning. They understand that
improvement is not a destination, but

a continuous journey, and that the system
must be capable of evolving as conditions
and knowledge change.

¢

Optimization makes
the current system more efficient.
Learning allows the system

to become better:
¢
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Before You Automate,
Understand

rtificial Intelligence offers
an extraordinary opportunity
to improve how organizations

work, decide and serve their customers.

But technology is not a substitute
for understanding. It can accelerate
a system. It can extend its reach.

[t can increase its complexity.

[t cannot compensate for a poorly
designed system. It cannot replace

the need to question assumptions.

It cannot determine what truly matters
for the organization, its people,

its customers and society.

Before automating a process, leaders
must take the time to understand it.

What is the purpose of this process?
What problem is it intended to solve?
What outcomes are we seeking?

What assumptions underlie its design?
What variations exist and why?

What are the unintended consequences?

These questions are not a barrier

to progress. They are what make progress
sustainable. They help ensure that
technology is applied to the right
problems, in the right way and

with the right expectations.

A clear understanding of the system
may reveal that a process should be
simplified before it is automated,

that certain activities should be
eliminated, or that the real opportunity
lies elsewhere.

11

In some cases, the answer may be
that automation is not the solution.
Human judgment, experience and
discretion may remain essential,
especially in areas that involve
uncertainty, trade-offs and human
consequences.

[n other cases, understanding the system
may allow Artificial Intelligence to be
applied far more effectively, with clearer
objectives, better data, proper incentives
and a stronger alignment with the
organization’s purpose.

Deming reminded us that improvement
begins with knowledge. Without an
understanding of the system, we risk
automating the wrong things, measuring
the wrong outcomes and reinforcing

the very problems we hoped to solve.

Technology will continue to evolve.
Its capabilities will expand. But the
fundamental discipline remains the same.

Before you automate, understand.

| 4

Automation is powerful
only when it is applied
to a system that is
well understood.

@
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