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Introduction

In the race to embed Al today, most PE firms focus on technology
implementation. Yet the eventual winners also focus on leadership. As hold
periods lengthen, the ability of a management team to bridge the Al execution
gap — the space between a technical pilot and operational reality — could be
the most valuable asset in the portfolio.

Research featured in our playbook, ‘Leading in the Age of Al shows that

when Al is approached as a technical pilot rather than an adaptive leadership
challenge, initiatives struggle to scale. This helps explain why a MIT study
found that roughly 95% of Al pilots stall before sustained impact. This

failure rarely stems from flawed technology; it happens because leadership
approaches have not adapted to govern change at pace and scale.

This highlights the Al execution gap; a breakdown in readiness and alignment
that emerges in the space between a successful proof of concept and
operational reality. To close this gap, leadership teams must move beyond
static playbooks and focus instead on leadership principles that matter most
at each stage. As holding periods lengthen and exits become more deliberate,
performance is increasingly shaped inside the portfolio, where leadership
capability becomes the decisive driver of value creation.

O1. Year One: Governance Over Velocity

In this phase, leaders must navigate change at pace. Effective leadership is
measured by the clarity of decision rights, not the volume of tools launched.
An Al implementation illustrates this need: the first 100 days compress
leadership assessment, organizational alignment, and Al integration into a
single, narrow window where technical progress often moves faster than
management can adapt. Without explicit decision rights, every minor decision
escalates, experiments stall in committee, and momentum slows.

The Leadership Principle: Prioritize Transparency over Perfection.
Define who has the final say when an Al recommendation conflicts with
a human decision. For example, a portfolio company may launch an
Al-driven pricing tool, but because leadership has not defined decision
rights, the sales team continues to manually overrule the system’s
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recommendations. Without an early ‘transparency over perfection’
principle, the firm collects pilots that generate activity but never advance
the value creation plan.

02. Mid-Hold: Recalibrating for Alignment

Recalibration at the mid-hold stage matters because Al initiatives often surface
coordination and decision-making weaknesses faster than traditional operating
changes. The issue is rarely team capability but alignment, and recalibration
resets operating norms around shared principles and clear ownership.

The Leadership Principle: Institutionalize the “18-Month Reset”.
Consider a mid-hold asset where the original Al-led cost-reduction plan
has plateaued. Without a structured reset at the 18-to-24-month mark,
the leadership team could likely default to routine, which lets high-
impact initiatives lose their dedicated resources. Formal recalibrations
allow operating partners to re-anchor priorities and ensure Al efforts
continue advancing the value creation plan.

03. The Exit: Selling Leadership Maturity

Exit readiness now requires more than strong financials, particularly as it
relates to Al enablement. As Al embeds into core operations, acquirers look for
transferability. They want to know if the Al-driven value is a permanent part of
the company’s operations or if execution depends on a single visionary.

The Leadership Principle: Cultivate Bench Strength.

If a strategic buyer believes a company’s entire Al roadmap is
managed by a single visionary without a clear succession pipeline, the
transaction could face significant friction and risk. In contrast, firms
can demonstrate that Al execution is supported by a robust system of
leadership and clear operating principles that will survive the transition
to a new owner, beyond any one individual.
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Leadership Principles as an Al Execution Lever

Technology builds the pilot, but leadership principles build the bridge to
results. As Al becomes embedded in core operations, it is leadership capability
that determines whether Al translates into performance, improving outcomes
across the hold period. To realize true value, firms that trade static playbooks
for active principles that govern are better placed to change at the speed of Al.

These three leadership principles serve as the framework for bridging
the Al execution gap across the hold period, ensuring Al moves from
technical experiment to scalable portfolio value:

O'] Prioritize Learning Over Certainty (Year One) Launch controlled
experiments to gather real-world data early in the hold period.
Stop stalling in review cycles; rapid iteration beats a “perfect”
plan that arrives too late.

02 Value Transparency Over Perfection (Mid-Hold) Assess progress
honestly to catch “execution drift” before it erodes value. Course-
correct by identifying failures early and realigning the team with
the value creation plan.

03 Demonstrate Execution Discipline (The Exit) Build systematic
processes that keep the organization stable during transition.
Prove to buyers that success stems from a disciplined leadership
bench, not the heroics of a single individual.
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