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EXECUTIVE SUMMARY

The Central Argument

Why Al governance credentialing is not enough — and what organizations must do instead

)

The TQM Parallel

Al governance today mirrors TQM in the
1990s — credential volume without
internal capability. Organizations that
outsourced quality did not thrive. Neither

will those that outsource Al governance.

als

The Trust Gap

Credentials certify knowledge — not
trustworthiness. Pilots, physicians, and
electricians are trusted because of
observed, attested practice. Al

practitioners are not — yet.
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The Economic Case

Trusted practitioners carry a higher
marginal product than credentialed-but-
unverified ones. The difference equals the
full expected value of governance failures

prevented.



THE TQM LESSON — DEEPER

The Hidden Risk of History Repeating

TQM bureaucracies created a second failure — one that most organizations missed entirely

The TQM Error

Many organizations responded to TQM by building quality
bureaucracies — copying “best practice” frameworks from
competitors and consultants.

The result: organizations became homogeneous. Surrendering
competitive uniqueness to comply with a shared standard, they
lost the distinctive judgment that had made them effective.
Quality became compliance theater — not competitive
advantage.
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The Al Parallel — and the Antidote

Al governance risks the same trap: organizations that copy the same
frameworks, hire from the same credential pool, and follow the same
playbooks produce the same Al governance — and no competitive
advantage. Degrees and certifications are important — they establish the
knowledge foundation every practitioner needs. They become insufficient
when they are the finish line rather than the starting point.

The organizations that thrived under TQM drove quality downward as
internalized values — not mandates. Managers and workers developed
genuine judgment.

The mentor/coach is the mechanism: preserving organizational culture,

human judgment, and competitive distinctiveness — the things no

_ framework can mandate.




THE PROBLEM

How High-Stakes Professions Build Trust

Every other consequential profession has a trust architecture. Al does not — yet.

Profession KNOW

Physician Medical school + board exams
Pilot Written & oral exams
Electrician Code knowledge exams

Al Practitioner (Current) Al certificates

Al Practitioner (Program) Know standards + certification

DO

Residency rotations

Simulator + flight hours

On-the-job under supervision

None systematically

Quialification card work products
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BECOME

Attending physician observation

Check ride + instructor sign-off

Journey worker observation

None systematically

Mentor attestation over time

Trust Mechanism

Supervised practice + board cert

Logged hours + type ratings

Registered apprenticeship + license

A\ Knowledge only — trust gap

v Knowledge verified

v Competency demonstrated
v Trust attested



THE PROBLEM

Al Has Inherited an Insufficient Credentialing

Model

The IT model is adequate for IT. The potential value gains and consequence of failure from Al demand a higher standard.

Information Technology

Systems are deterministic. Errors are
traceable. A credentialed practitioner
who knows the technology can

generally be trusted to apply it.

-
Probabilistic Al — Today

Systems degrade silently. Errors are
non-obvious. Confident-looking outputs
can be deeply wrong. High-stakes
failures are slow to surface and hard to
attribute.
The production frontier shift and
marginal product gains from Al are
massive. Realizing them requires a
governance standard equal to the

stakes.

Stakes closer to medicine — but

\_ credentialing standard still closer to IT.

N
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Medicine & Aviation

Certifications establish the knowledge
foundation. But trust requires
demonstrated competency over time —
observed by a qualified practitioner,

attested against a defined standard.



THE PROBLEM

Why Al Systems Require a Risk-Focused
Governance Standard

Governance - Trustworthiness - Risk Management. Governance sets the intent; risk management makes it operational.

Oﬁ Silent Degradation
(o]

01
A model trained on last year's data can quietly underperform as the world changes — with no error message, only increasingly wrong
outputs delivered with full apparent confidence.
- 0 Non-Obvious Errors
" Probabilistic systems produce outputs that are semantically fluent and statistically plausible while being deeply wrong. Business
practitioners trained on deterministic systems learn to trust confident-looking outputs — a dangerous habit with Al.
s A Metric-to-Value Decoupling

The highest technical accuracy score does not guarantee the best business value. A model with better governance thresholds and

deployment discipline can outperform a more accurate but poorly governed system.
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The Know —» Do —» Become Architecture

THE SOLUTION

The structural mechanism that produces trust — not merely knowledge

What:

How:

Cannot

replace:

=

KNOW

Conceptual Foundation

Definitions, frameworks, failure patterns,
regulatory standards, Al system behavior
principles.

Written explanations, quizzes, oral
questioning, certifications (e.g. ISACA
AAIA/AAIR).

Cannot substitute for Do or Become.
Knowing # doing correctly under real
stakes.

.9

s

What:

How:

Cannot

\

replace:

DO

Observable Performance

Producing a real work artifact — an
analysis, governance document, validated
system, or business case.

Real work product reviewed by a qualified
mentor. Must be traceable to a real work
context.

Cannot be replaced by certification
examination, which assesses knowledge of
what to do — not doing it.
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What:

How:

Cannot

replace:

BECOME

Professional Judgment

Behavioral disposition, situational
discernment, and values-in-action exercised
without prompting.

Mentor attestation from direct, sustained
observation. Must describe a specific real
incident.

Cannot be assessed by any examination or
course. Only a qualified human observer
who has watched the practitioner work.



PROGRAM STRUCTURE

Five Occupational Pathways for Consideration

Complete coverage of the Al lifecycle — from analysis to business transformation

Al Analyst
A Output & decision risk
Verified Al-assisted analysis with source traceability & reliability assessment

Al Ops & Governance Specialist

B Enterprise Al risk register — PRIMARY risk occupation
Governance framework with documented controls & audit-ready evidence
Al Quality & Validation

C Specialist Technical & statistical risk quantification

Independent assurance report on Al reliability, FMEA & statistical risk

Al Developer
D Deployment & system failure risk
Reproducible, auditable Al system with human override & deployment risk docs

Broadest scope — investment through board-level risk
reporting

ﬂ Al Business Process Architect

Documented Al business case, transformation outcome & CFO-ready value report
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PROGRAM STRUCTURE

The Common Trunk: Nine Foundation

Competencies

Shared across all five pathways — the minimum trusted practitioner foundation

Al System Literacy Business Value Creation

Probabilistic systems, failure modes, confidence vs. Connecting Al outputs to measurable organizational
accuracy outcomes

Human Authority & Accountability Falsification & Vigilance

Override design, accountability chains, decision . . .
Actively seeking evidence that Al outputs may be wrong

Signal Quality & Data

Data provenance, quality assessment,
training/inference drift

Problem-Finding Mindset

Identifying where Al creates risk before problems

attribution surface

T-2.7 T-2.8 T-2.9

Al Security Awareness Al-Enabled Innovation Judgment Al-Assisted Decision Quality

Prompt injection, data poisoning, adversarial input Mentor-apprentice thinking partnership for novel Al Closing the gap between model accuracy and decision
threats pathways quality
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ECONOMIC FRAMEWORK

Trusted Innovation Equilibrium

The organizational operating point where maximum sustainable Al innovation meets governance capacity

Innovation Deficit Zone Trust «< 1/Risk

Low Al deployment. Dominant cost: forgone opportunity. Competitors gain Every unit of verified practitioner trustworthiness produces a proportional
advantage. reduction in deployment risk — with measurable economic value.
Trusted Innovation Zone The Double Win

. . - . . Risk management embedded as a core competency produces returns on two
Balanced Al adoption with sufficient governance. Maximum sustainable value < 2 vl

channels: direct risk reduction AND trust-channel risk reduction from

creation.
attested evidence.
Governance Deficit Zone The Strategic Asset
Al expands faster than governance. Poor decisions, compliance failures, Unlike software licenses or consultant engagements, trusted innovation
model drift offset value. capability cannot be purchased by a competitor. It compounds over time.

RATIO | AIRisk Management & Validation Practice | ratio-weekly.com



ECONOMIC FRAMEWORK

Al Can Shift the Production Frontier For An Organization

Trusted practitioners amplify that shift — standard practitioners do not

) I Q, (AI+L7)
- Q=Z-LT-L5k-A®

Z = organizational baseline productivity. L" = trusted

= - practitioners (a); L° = standard practitioners (B); A = Al
- capability (¢). Capital K is held constant.
é- - The two labor terms multiply — like K and L in the standard
o production function — because each amplifies the other:
trusted practitioners protect the value standard
- practitioners create, and neither fully substitutes for the

other. a > B: trusted labor amplifies output more per unit.
As A grows, so does the marginal value of L™ — the trusted
practitioner premium compounds with Al deployment.

|| .

Without trusted practitioners — Al adds capability but
governance failures cap the realized value.

- @ Gold curve (Q))

With trusted practitioners — the full production gain from
Al is realized and compounds as deployment scales.

The gap between curves is the economic value of trust.

Al Capability (A)
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ECONOMIC FRAMEWORK

The Risk Constraint and Marginal Product of Trust

Every organization deploying Al is implicitly solving a constrained optimization problem using a Lagrangian—
a mathematical framework that finds the highest output while respecting a binding risk limit.

e I
The Constraint The Shadow Price (1) Marginal Product of Trust
aQ/LT=A |dR/aLT|
max Q s.t. R < R* . . MRP(trusted) > MRP(standard)
In plain English:
Maximize output (Q) subject to keeping Al The equation says that the value created by one MRP = Marginal Revenue Product (the

additional trusted practitioner should equal the

rnance risk (R) within organizational . . .
ORISR v it e e value of the risk reduction that person provides to

economic value a worker adds). A trusted

tolerance (R*). the organization. practitioner (T) produces more than a
Every Al deployment already faces this A measures how valuable additional risk standard practitioner (S) by the full expected
constraint. Organizations that ignore it are reduction has become. value of governance failures prevented.

When an organization is comfortably within its risk
tolerance, A is relatively small because risk is not
the limiting factor.

not eliminating risk — they are self-insuring
it.

As Al deployment scales, the premium
compounds: trusted practitioners become

For discussion purposes this can be modeled As the organization approaches its acceptable more valuable as Al grows, not less.
as a Lagrangian constrained optimization risk limit, A increases. Each additional trusted
problem. practitioner allows the organization to deploy
more Al safely, making that person increasingly
valuable.
- J
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ECONOMIC JUSTIFICATION

The Investment Case: Where Value Comes From

Two return channels, one program cost — both grow as Al deployment scales

( N K
O 1 Trust « 1/Risk
Direct Risk Reduction (oc= “proportionate to”: as risk falls, trust rises)
The practitioner actively manages, mitigates, and documents
IS ) W S TR The two channels are independent and additive. A practitioner who
Al deployment risk as a standard work output. Governance . .
. . manages risk well but has no attestation produces Channel 01 only.

failures are prevented before they reach production.
A practitioner whose judgment has been observed and attested by a
qualified mentor produces both channels simultaneously.

J

Trust-Channel Risk Reduction

The qualification card attests that risk management judgment
was observed and verified. Residual risk falls again —
employers, regulators, and audit committees can rely on the
practitioner’s judgment with documented confidence.

-

Program cost is bounded and known. The marginal product
premium is ongoing and grows with Al deployment. The
investment case is favorable at any reasonable parameterization.

ROI calculations are organization-specific. See working paper Appendix 2 for a structured framework.
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THE TRUST INSTRUMENT

The Qualification Card

The Al talent market's closest analog to a pilot's logbook or a physician's residency record

* What the Card Documents

What competency was demonstrated, in which dimension (Know/Do/Become),
and at what level (L1 - Journey Worker)

Who observed it — a named, qualified mentor in a real work context, not an

examination proctor

Under what conditions — which project, what the stakes were, whether

judgment was exercised without prompting

The signoff chain — escalating authority requirements consistent with program

standards
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What it certifies

Observation required

Trust signal

Analogy

Credential

Credential Plus Qualification Card

Qual. Card

What the practitioner was
taught

What the practitioner
demonstrated

None — exam at a point in
time

Named qualified mentor,
real work

Knowledge verified

Performance observed &
attested

Driver's written test

Pilot's logbook + check ride




ECONOMIC JUSTIFICATION

The Economics of Trusted Al Deployment

Two frameworks that make the investment case — and the market case — for the program

TRUSTED INNOVATION EQUILIBRIUM - FIGURE 1

Economics of Trusted AT Deployment

conomic Optimum
Trusted Innovation Zone)

-
0
L=}

o
o
3

—
o

>

AI Projects and Deployments

Trusted Innovation Equilibrium — Figure 1

The optimal Al deployment point — balancing opportunity cost of underuse against
governance failure cost of overreach.
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Al Innovation With Trust Program — Market-Clearing Model

Workers Employers

Al Innovation
With Trust Program

;P

+ Empiayer alignmy

Schools &
Training Providers

The Win-Win-Win-Win Market-Clearing Model — Figure 2

Four stakeholders — workers, employers, schools, cert providers — each gain trust signal
and pipeline from one program hub.



STRATEGIC CONTEXT

The Regulatory Tailwind

Converging regulatory frameworks are creating a forcing function — the qualification card answers what regulators will
increasingly require

-~
Converging Regulatory Frameworks What the Qualification Card Provides
Requires documented human oversight and accountability for A certification tells an auditor that a practitioner passed an
high-risk Al systems. Practitioners must demonstrate governance examination.
competency — not just certification. A qualification card adds value by telling an auditor:
Regulators increasingly expect v/ What competency was demonstrated
organizations to demonstrate that Al practitioners can validate model v/ Who observed it — a named qualified practitioner
outputs and govern deployment. Attestation of practitioner judgment is v Under what conditions — real work, real stakes
becoming audit-ready evidence. v Including the Become dimension no exam can assess
Accountability requirements are proliferating. Organizations building qualification card programs now will have
The trend is toward demonstrated, verified practitioner competency — audit-ready evidence when regulators formally require it.
not credential volume.
\_
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GET STARTED

Ready to Build Trusted Innovation Capability?

The Starter Package and working paper are available now — implementation support is one conversation away

Al Innovation With Trust — Starter O Questions? L et’s Talk.
Package

. . . Milestone Planning and Research, Inc. assists organizations with program
v Program overview and occupational pathway summaries

implementation and delivers Al risk management training, risk management
v/ Common Trunk competency framework (T-2.1 through T-2.9)

tools and practitioner coaching grounded in data science and project

V' Know - Do -> Become architecture reference management practice — the disciplines that make Al governance operational
V' Qualification card structure and signoff requirements rather than aspirational.

V' Certification partner alignment guide

v/ Working paper: Trusted Innovation Capital

Contact: John Aaron, PhD
Email: john.a@mprteam.com

Web: www.ratio-weekly.com

. Free download at ratio-weekly.com/innovation.html J/
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Building Trusted Innovation Capability

The strategic asset competitors cannot purchase

E For Organizations ;.0 For Practitioners
a®
Develop Al practitioners whose trustworthiness is independently verified — The Know dimension is necessary but not sufficient. The Qualification Card
not just credentialed. Build the capability your competitors cannot buy. attests what you demonstrated under real stakes — not just what you
studied.

* For Sponsors O Next Step

29 CFR Part 29 provides the governance framework. DOL registration is Milestone Planning and Research assists organizations with program
optional. The qualification card standard is the foundation. implementation, Al risk management training, and practitioner coaching.

ratio-weekly.com
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