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The IRl Quarterly Trends Analyzer examines the strategic
environment in which innovation and R&D take place and flags up
potential tfrends that you should factor into your current strategic
planning. At the end of each quarter, potential trends are
examined by the IRl Foresights Advisory Board through the lens of
'What should Chief Technology Officers be thinking about over
the next year?'. The advisory board selects the potential trends
that it feels will have the greatest impact and then pinpoints the
questions that you should ask yourself to ensure you are
adequately preparing for these trends. In this report, you will find
a description of those key potential trends, links to learn more
about them, and a list of questions that will be most helpful to
you in your strategic planning. In addition, we include some
interesting possibilities (‘weak signals’) at the end of the report
that we will keep an eye on to see if they will rise to the level of

an impactful tfrend.

Innovation Research Interchange (formerly the Industrial Research Institute)

is an inclusive membership organization with hundreds of global members in
private-sector companies and federally funded laboratories. Founded in
1938, we lead and advance the field of innovation management by creating
contemporary practices. Some of the world’s most widely adopted models -
such as “open innovation”, “front end of innovation”, and “stage-gate” -
were born from the work of our members. We value strength in cooperation
and partner with other organizations at the forefront of developments in
innovation management, creating a hub for all to convene and contribute in
an experimental, noncompetitive, and noncommercial environment. The IRl is

a division of the National Association of Manufacturers.
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Trend: The European Union as global
regulator?

9 O1. Description

The European Union has long been a trendsetter in policy and regulation around
technological, environmental, social, and governance issues. Over the past year,
regulations and proposed rules around sustainability and pay equity have been
handed down by the EU which affect companies based or operating in Europe-
including thousands of US firms. Additionally, as countries scramble to deal with
the risks and rewards of Al, the EU has already enacted the first laws on
regulating artificial intelligence. The EU's Al Act is the first serious attempt to
regulate Al technology with the goal of regulating everything from ChatGPT to
fraud detection. With the intensity of European regulation seemingly increasing,

how will that impact investments in Europe and the market itself?

> 02. Learn more

e EU lawmakers back ban on goods linked to deforestation (Reuters)

e CSRD, CSDDD, ESRS and more: A cheat sheet of EU sustainability regulations
(GreenBiz)

* Yellen Says US Is Concerned About EU’s ESG Supply Chain Rules (Bloomberg)

* How Europe is Leading_the World in the Push to Regulate Al (AP News)

e At Least 10,000 Foreign Companies to Be Hit by EU Sustainability Rules (The
Wall Street Journal)

* Europe has fallen behind America and the gap is growing (The Financial

Times)

* European Parliament approves pay transparency directive (KPMG)
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https://www.reuters.com/markets/europe/eu-parliament-approves-law-banning-imports-deforestation-linked-goods-2023-04-19/
https://www.greenbiz.com/article/csrd-csddd-esrs-and-more-cheat-sheet-eu-sustainability-regulations
https://www.bloomberg.com/news/articles/2023-06-13/yellen-says-us-is-concerned-about-eu-s-esg-supply-chain-rules
https://apnews.com/article/ai-act-artificial-intelligence-europe-regulation-94e2b38703b38fdbfabc9580f845ef9a
https://www.wsj.com/articles/at-least-10-000-foreign-companies-to-be-hit-by-eu-sustainability-rules-307a1406
https://www.ft.com/content/80ace07f-3acb-40cb-9960-8bb4a44fd8d9
https://kpmg.com/be/en/home/insights/2023/03/ppl-breaking-news-european-parliament-approves-pay-transparency-directive.html
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03. Ask yourself these questions:

How will the directive on pay equity, both internally and externally, impact our
current practices and our ability to attract talent in an already challenging
European market?

How will the pay transparency directive affect our US staffing and
recruitment?

What impact will the EU's Artificial Intelligence Act have on our operations,
especially given its unique and potentially challenging approach compared to
the rest of the world? Equally, what will be the impact of EU ESG
regulations?

How can our organization navigate the implications of the Eurocentric belief
system as it relates to human rights and the rights of states in the EU?

To what extent will mandates from the EU influence our strategic decision
making and the wider market?

Given the current stance of the US government, what is the potential for their
alignment with EU regulations and how will this affect our strategy?

Will the EU's regulatory stance prompt a shift in the geopolitical landscape,
potentially driving companies towards the UK to avoid EU regulations, and if

so, how should we prepare for this?




Trend: The hard work begins for Al

Q 01. Description

The initial excitement following the introduction of Chat GPT has worn off,
leaving behind concerns for humanity, jobs, and privacy, and also the very
fundamental challenge of how to use it. Companies are struggling to figure out
how, when, and if to use Al tools without the benefit of regulatory guidance. This
is taking place as these tools are still in their infancy, but the hype surrounding
them makes it seem that companies who don’t adapt will be left behind. How can
companies chart a path forward with Al that takes into account financial, ethical,

and legal restraints and their workforce?

> 02. Learn more

e Al chatbots lose money every time you use them. That is a problem. (The

Washington Post)

e Al Regulation Is Here. Almost. (The Wall Street Journal)

e Al Poses "Risk of Extinction” on Par With Pandemics and Nuclear War, Tech
Executives Warn (The Wall Street Journal)

* ChatGPT took their jobs. Now they walk dogs and fix air conditioners. (The
Washington Post)

e Cybersecurity faces a challenge from artificial intelligence’s rise (The

Washington Post)

e As Businesses Clamor for Workplace A.l., Tech Companies Rush to Provide
It (The New York Times)

JULY 2023



https://www.washingtonpost.com/technology/2023/06/05/chatgpt-hidden-cost-gpu-compute/
https://www.wsj.com/articles/ai-regulation-is-almost-here-in-europe-10b32c8f?mod=hp_lista_pos2&utm_source=427724&utm_medium=email
https://www.wsj.com/articles/ai-threat-is-on-par-with-pandemics-nuclear-war-tech-executives-warn-39105eeb?mod=business_lead_pos7
https://www.washingtonpost.com/technology/2023/06/02/ai-taking-jobs/
https://www.washingtonpost.com/technology/2023/05/11/hacking-ai-cybersecurity-future/
https://www.nytimes.com/2023/07/05/technology/business-ai-technology.html?searchResultPosition=25

? 03. Ask yourself these questions:

* Where do we anticipate regulatory standards will land in regards to the use
of Al and other new technologies in our industry, and how might we best
prepare for this?

* How can we incorporate new technologies into our operations in a
responsible and ethical manner, considering the fact that the private sector is
currently leading in establishing guidelines?

e Given our reliance on partners, how should we evaluate them with a greater
emphasis on their commitment to responsible use, security, and ethical
behavior, going beyond traditional considerations of being a 'good partner'?

* How will the introduction of generative Al into our operations impact our
workforce strategy? Will we seek to maintain the same productivity with fewer
employees, or keep the same number of employees while seeking to increase
productivity?

* What indicators should we be watching for to predict when the tipping point
for Al adoption might occur in our industry and how can we ensure we are
prepared for it?

* How can we predict and manage the likely differential rates of Al adoption in
different areas of our organization, such as high-frequency, low-level tasks
versus specific, business-oriented tasks?

* How will we manage the adoption of Al in the context of an aging workforce?
Could Al adoption be a potential solution to workforce shortages and
burnout?

* What impacts will the adoption of Al assistants have on our workforce
dynamics, particularly with regard to skill level requirements and the roles of
higher-skilled staff in training Al?

e How do we navigate the potential ethical, legal, and economic risks
associated with the adoption of Al, especially considering the current lack of
comprehensive training solutions for these tools?

* Who are the key stakeholders, including responsible Al organizations, we need
to engage with to shape our understanding of responsible Al adoption, and
how might we contribute to a cross-industry effort to define what responsible

Al use means?
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Trend: Can the US staff a manufacturing
resurgence?

9 O1. Description

The U.S. is having a manufacturing boom, fueled by both public investment and a
move away from long, fragile supply chains. However, with 604,000
manufacturing job openings as of May 2023, it is unclear if the U.S. workforce as
it currently exists can meet the challenge. Will programs aimed at upskilling the
U.S. workforce be able to keep pace with growing demand? Equally important,
will those programs be able to train workers to meet the fast-changing

technological needs of manufacturers?

>> 02. Learn more

e Future Skill Needs in Manufacturing: A Deep Dive (Manufacturing Institute)
* Labor Market by the Numbers - July 2023 (Manufacturing Institute)

* Shortage of electrical engineers to power labor market growth: Kiplinger

Economic Forecasts (Kiplinger)

* Want to know why America is losing_its edge? Look around campus. (The
Washington Post)
* Schneider Electric Expands North American Manufacturing (The Wall Street

Journal)

* America’s Semiconductor Boom Faces a Challenge: Not Enough Workers (The

New York Times)
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https://www.themanufacturinginstitute.org/research/future-skill-needs-in-manufacturing-a-deep-dive/
https://www.themanufacturinginstitute.org/labor-market-by-the-numbers-july-2023-18303/?stream=workforce-news
https://www.kiplinger.com/business/shortage-of-electrical-engineers-labor-market-kiplinger-economic-forecasts
https://www.washingtonpost.com/opinions/2023/05/15/college-student-enrollment-decline-economics/
https://www.wsj.com/articles/schneider-electric-expands-north-american-manufacturing-b0ede6f
https://www.nytimes.com/2023/05/19/us/politics/semiconductor-worker-shortage.html

? 03. Ask yourself these questions:

* How can we creatively partner with the Manufacturing Institute, educational
institutions, or other organizations to attract new talent and combat labor
shortages in the manufacturing industry?

* How can we modify our recruitment strategies to reach potential employees
earlier, perhaps even during their school years?

* How can we incorporate a holistic approach into our workforce planning that
includes considerations like immigration policies and the use of Al?

* How can we bridge generational and cultural gaps in the manufacturing
industry, and what can we learn from Europe's approach to industrial
training?

* Given the waning popularity of trade schools, how can we help provide a
viable platform for workers to learn a trade and stay skilled in the modern
manufacturing landscape?

* How can we reshape the public perception of manufacturing jobs to
encourage more people to enter the field, and to counter the notion that
these jobs are not desirable for future generations?

* How can we strategically leverage Al and robotics in our operations,
considering that these technologies may not completely fill labor gaps, but

could transform the nature of work in our industry?
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Additional potential trends to watch

We'll keep an eye on these weak signals as they develop and let you know
how they may impact innovation.

e What if Al could rebuild the middle class? (NPR)

* Nearly half of baby boomers have no retirement savings (The Hill)

* Africa seeks new role as nations eye its resources (BBC)

* The coming_ business insurance apocalypse (GreenBiz)

* Companies Must Protect Workers From Heat Stress, Study Warns

(Forbes)
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https://www.npr.org/sections/money/2023/05/09/1174933574/what-if-ai-could-rebuild-the-middle-class
https://thehill.com/business/personal-finance/3991136-nearly-half-of-baby-boomers-have-no-retirement-savings/
https://www.bbc.com/news/business-65649834
https://www.greenbiz.com/article/coming-business-insurance-apocalypse
https://www.forbes.com/sites/jamiehailstone/2023/04/27/companies-must-protect-workers-from-heat-stress-study-warns/?sh=259c20295316

JULY 2023

www.iriweb.org

Acknowledgements

Thank you to IRI's Foresights Advisory Board for their wisdom and insights as

we navigate the future of innovation.

Olga Bekker, The Boeing Company
Brian Bergstein, The Boston Globe
Pradipta Chakraborty, TATA Consultancy Services
Bernardita Chirino Chace, Novartis
Tom Culver, RTl Innovation Advisors
Fiona Jamison, Spring International
Kyle Kent, Campbell Soup Company
Brittany Kunkel, New Edge

Alyssa Mueller, Hess Corporation
Jennifer Nienaber, Procter & Gamble
Erik Noyes, Babson College

Nixon Opondo, The Boeing Company
Cindy Polizzi, GE Aerospace

Monika Sikand, The Boeing Company

Joanna Skinner, Johns Hopkins Center for Communication Programs

Contact

Lee Green
Innovation Research Interchange

CIOOROICTIOE 733 10th Street NW, Suite 700

Washington, DC 20001
(703) 647-2597




