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Innovation in Generative Al (GenAl)
continued at a frenzied pace in 2024.

Many companies in India launched
proofs of concept (POCs) while
deploying their first GenAl-powered
apps into production. Big tech vendors
brought their models to India with a
range of options for enterprise users.
Start-up innovation was rapid across a
range of domains, including language,
which saw the introduction of a raft of
Indic models to cater to our unique
needs and culture. We also saw the
first graphics processing unit (GPU)
clouds ready to offer GPUs on tap to
enterprises.

However, against this vibrant
backdrop, the pace of delivery of value
for enterprises is still slow. Problems of
hallucination and alignment of LLM
responses with enterprise policies are
still not fully resolved. Data privacy and
data sovereignty concerns prevail and
are especially acute in more regulated
industries. Also, the cost equation has
been quite dynamic for Indian
enterprise users of LLM services,
slowing down investment decisions.

This report probes the value-cost
guestion for GenAl and recommends a
two-speed approach. On one hand,
companies need to continue rapid
experimentation but in a more
programmatic and guided fashion.

They will have to structure their
innovation programs, by moving
beyond a slew of shiny POCs to focus
on those that can, if successful, really
drive full scale functional
transformation. The mandate is clear -
get POCs out of labs and into useful
production deployments.

However, in parallel, there is also a lot
of heavy lifting to be done to build the
enterprise Al platform to support
transformation. This platform
integrates GenAl approaches with the
front-end experience platform, the
automation framework, ‘classical Al’
approaches and a modern data stack.

We had published our report, “The
Aldea of India: Generative Al's
potential to accelerate India’s digital
transformation”, in December but
given the scorching pace of change, we
did not want to wait another year to
bring to you the latest edition. We hope
you find this insightful.

Happy reading!

Mahesh Makhija
Partner and
Technology Consulting
Leader, EY India
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GenAl enters the enterprise

GenAl is transitioning from the initial hype to real-
world applications as organizations progress from
demos to rolling out POCs. EY analysis suggests that
the adoption of GenAl varies widely across different
types of enterprises. About 15% to 20% of POCs by
domestic enterprises have been rolled out into
production while among Global Capability Centers
(GCCs), this number is between 30% and 40%.

While GCCs are swiftly developing their capacities,
domestic Indian enterprises are proceeding with
more caution.

Progress has been rapid in a few key areas,
especially in internal employee facing processes. Our
analysis reveals approximately one-third of the use
cases are focused on utilizing GenAl to execute point
tasks using intelligent assistants while another 25%
are related to marketing automation using various
tools. Document intelligence is emerging as a key
opportunity, with ~20% of the use cases focusing on
document summarization, enterprise knowledge
management, and search. Increasingly, GenAl
assistants are powering enterprise intranets.
Companies are also interested in using GenAl to
build customer-facing chatbots for service and/or
enhanced experience and coding assistants as well as
for automating internal processes.

There are, however, several challenges that
currently hinder the widespread enterprise-grade
application of GenAl. Issues of reliability and
functionality, with hallucination being a primary
concern, have not been completely sorted yet.
There are also limitations with respect to
orchestrating actions - tracking multiple, long
running transactions. While regulatory frameworks
evolve, concerns around data privacy and data
sovereignty are significant barriers to enterprises
investing further in GenAl. While the situation is
changing, many proprietary models are not available
on local infrastructure in India today.

Another key focus area is enterprise readiness.
To be able to leverage GenAl, enterprises need to
significantly overhaul their digital and data
architectures. Finally, the changing cost dynamics
associated with adopting GenAl are causing Indian



companies to reassess their strategies. Today, it
could cost almost as much as INRO.09 per
word/token processed by an LLM (this is for GPT-4;
GPT4o0 costs will be less) and this can lead to
processing costs ballooning.

Innovation continues at a
frenzied pace

The first few months of 2024 saw rapid innovation in
GenAl across a range of domains. Foundation models
evolved rapidly, demonstrating capabilities in
advanced language understanding, photorealistic
video generation and robotics integration. The open-
source movement was a strong driver of innovation
and is now backed by the largest companies in the
world. Enterprises learned to leverage new
techniques that harness the power of this new
technology while recognizing its limitations. There
was rapid introduction of new products from start-
ups and new GenAl releases from the large cloud and
platform players.

The capabilities of GenAl models have significantly
advanced in various aspects. Al capabilities have
expanded beyond text to include images and videos,
with models like OpenAl's Sora enabling the creation
of photorealistic videos from text prompts. This
opens up new possibilities in content creation, smart
virtual assistants, and virtual reality.

Enterprises are enhancing the functionality of
language models through Retrieval Augmented
Generation (RAG), which integrates company data
into prompts, improving the relevance and accuracy
of outputs. Companies like Cohere are advancing this
with models that support complex data structures
and multilingual content.

Al is progressing towards handling complex, multi-
domain tasks using agent frameworks. These agents
can operate autonomously, like in healthcare, where
they can diagnose based on lab reports and patient
history, blending multimodal data and enterprise
resources to function effectively across various
workflows.

GenAl is also challenging traditional search engines
by providing direct, coherent, and contextually
relevant answers, potentially transforming how users
interact with and consume online information.

The drive for sustainability is pushing the
development of smaller, more efficient language
models like Microsoft's Phi and Apple's MM1. These
models are designed for energy efficiency and
privacy, suitable for on-device applications, and
optimized for performance with innovations in
architecture and hardware.

Cloud and platform services are increasingly
integrating Al into their products, indicating a trend
where enterprises will likely rely on these Al-
enhanced cloud services for implementing Al
strategies. For example, Google Gemini 1.5 Pro has
enhanced breakthrough long context understanding
and multimodality. Meta’s Llama 3 is deployed across
Facebook, Instagram, WhatsApp, and Messenger.
SAP’s GenAl copilot Joule integrates into its cloud
enterprise portfolio and is adept at navigating
features and streamlining tasks. Adobe GenStudio is
designed to support marketing teams.

India charts its own path

In India, there is an increasing focus on developing
Indic Large Language Models (LLMs) that cater to
the diverse linguistic landscape of India, as a
substantial portion of the Indian population accesses
digital and internet interfaces in native languages.
Domestic companies across the spectrum are
innovating across a range of domains while Indian
GCCs are leveraging GenAl to establish themselves
as global COEs and there is rapid innovation.
Furthermore, efforts by the government, large
business groups, and start-ups to build robust
domestic GPU infrastructure are set to bolster
enterprise adoption of GenAl.

M&A activity continues to be strong in the GenAl
space with Technology, Industrial and Energy
Utilities, and Consumer Products showing increased
activity. Some of the top deals include Krutrim SI
Designs, AiDash, and DecisionPoint. Along with
various developments in the private sector,
government-driven Al initiatives are also on the rise.
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The Indian government is striving to strike a balance between promoting Al development and mitigating
associated risks. It has outlined plans to operationalize the IndiaAl Mission, which includes investments across
all foundational aspects of an Al ecosystem. Additionally, it has issued advisories urging digital platforms to
exercise due diligence when dealing with Al-generated content, emphasizing the need for responsible Al
utilization and governance.

Key takeaways for enterprises

To enhance the delivery of enterprise value from GenAl, companies need to focus on a few key areas:

©

Transition from ad-hoc Al experiments to
scalable programs, emphasizing the
delivery and measurement of value from
POCs. Expand the scope from specific use
cases to comprehensive, agent-based
applications for transformative impact in
key business functions like drug discovery,
content creation, and coding.

Develop a holistic enterprise Al platform,
integrating with existing architecture rather
than focusing solely on Al models. Leverage
both leading closed-source models like GPT-4
for initial development and mature open-
source options for sustainable growth,
ensuring alignment with traditional Al
methods, enterprise automation technologies
and GenAl functionalities of COTS platforms.

O

Monitor the financial implications and
accessibility of Al models. They can opt
for a hybrid approach in selecting
language models based on specific needs
and cost-effectiveness, while keeping
abreast of significant cost differences
among leading models like GPT-4 and its
alternatives.

Reinforce Al governance frameworks by
setting clear priorities and policies across
various Al use cases. Enhance data security
measures to protect against leaks and ensure
compliance with data sovereignty. Reassess
approaches to Al transparency, reliability,
and bias, and consider appointing a
dedicated Al officer to steer Al strategy and
governance.

Aldea of India update

9



-

An evolving value-cost
equation




o i




An evolving value-cost equation

Early GenAl adopters have made slow but
definite progress, moving from demos
and POCs to production releases.

D EY analysis suggests that enterprises
are at different levels of adoption
maturity. GCCs are moving fast to
establish their capability as COEs, but
domestic India enterprises are more
cautious. While some are prioritizing
internal apps due to lower risk and
verification ability, others are using
customer-facing GenAl apps.

D With limitations in current LLM tech
stacks, data privacy and sovereignty
issues and a lack of preparedness among
enterprises, broader functional

transformation is slow.

D Companies need to adopt a two-
speed approach - deploying fit for
purpose’ use cases that generate
immediate value while preparing for
functional transformation that the next
wave of tech innovation will enable.
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Enterprises go live with their first
GenAl-powered apps

GenAl is slowly moving from hype to reality in 2024
as organizations deploy GenAl applications beyond
POCs and into real-world production environments.

In India, companies have slowly started adopting
GenAl. Enterprises have different levels of maturity
with some segments, especially digitally savvy
sectors, showing greater progress. Our estimates
suggest that 30% to 40% of POCs by Global
Capability Centers (GCCs) have been rolled out into
production while among domestic enterprises this
number is 15% to 20%.

Progress has been rapid in a few key areas.
Approximately one-third of the use cases are
focused on utilizing GenAl to execute point tasks
using intelligent assistants. Another 25% are related
to marketing automation using various tools;
enabled by text generation and multimodal

GenAl use cases in Indian
organizations

Process

Coding automation

assistants
Intelligent
assistants
for point
tasks

Customer
facing
chatbots

Document

intelligence
Marketing

automation

Source: EY India Research




capabilities, such as text-to-image and text-to-video.
Document intelligence is emerging as a key
opportunity, with ~20% of the use cases focusing on
document summarization, enterprise knowledge
management, and search. Increasingly, GenAl
assistants are powering enterprise intranets.
Companies are also interested in using GenAl to
build customer-facing chatbots for service and/or
enhanced experience and coding assistants as well
as for automating internal processes.

Challenges with current GenAl
implementations

While companies are adopting GenAl platforms for
specific tasks, progress on broad functional
transformation remains slow. There are several
reasons for this, as detailed below.

GenAl’s capability is yet to reach enterprise-
grade levels of functionality and reliability

Hallucination continues to be an issue in many
enterprise use cases. LLMs hallucinate where they
need to navigate across a large document corpus,
web pages or structured data stores. Several
techniques have led to significant progress in this
area. A widely used technique is Retrieval
Augmented Generation (RAG) where a search is
done on an enterprise corpus and results are
passed to the LLM in the prompt, thus reducing
hallucination. Significant progress in this area has
been made in storing, indexing and retrieving
enterprise data. Also, one can now pass more
information in the prompt through longer context
windows, which helps reduce hallucination.

Another issue with LLMs is their current inability
to orchestrate actions. In the context of an
enterprise, one needs to automate a process
across multiple steps, systems and personas. Also,
many transactions in an enterprise are long
running and use workflow systems to help track
and manage the state of items. This is a challenge
with the current technology. However, there are
many emerging innovations, especially in the area
of agentic approaches, and ‘Large Action Models,’
which can learn to use different enterprise tools
and coordinate transactions across systems. This
is an emerging area of research, far from mature,
but with significant implications for enterprises.

Last but not the least is the ‘black box’ nature of
the technology. Enterprises need to understand
why LLMs respond in a certain way. This is being
addressed via a range of new research into
explainability including through techniques like
‘chain of thought prompting’ where the LLM
works through a guided series of mini prompts
that help in explaining the steps in the reasoning
process of LLMs.

Data privacy and data sovereignty are holding
back GenAl investments from enterprises

Many companies are still thinking through their
security and compliance approach to GenAl
implementations. Key questions relate to the
treatment of non-public private information,
company specific data and the movement of data
outside India.

Companies need to transform their digital and
data architectures to leverage the benefits of
GenAl

A prerequisite to being able to take advantage of
GenAl is a fully digital customer and employee
journey, automated processes and an evolved
data landscape. While digital natives and large
conglomerates are well on their way on this
journey, many enterprises still need to do the
hard work of building these foundational building
blocks before they can leverage the power of
GenAl.

A changing cost equation is slowing adoption

Indian enterprises embarking on GenAl projects
are realizing the significant lifetime ownership
costs involved, sparking concerns over
affordability and tangible business benefits
compared to traditional methods. Large-scale
GenAl deployments often require committed
spends to cloud providers, but many companies
are hesitant due to the substantial monthly
consumption commitments or expensive pay-as-
you-go options.
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