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Overview

Google Cloud presented a bold and sweeping vision of its plan to build on its position as the fourth-largest software
company to lead the fast-emerging enterprise market for artificial intelligence solutions at its recent London summit.
Building on the blizzard of new product announcements made at its Next conference earlier in the year, the
company is turning its focus to integration in order to reduce friction and drive better outcomes for customers. As
new data from TechTarget’'s Enterprise Strategy Group confirms the huge level of enterprise interest in generative
Al, the additions seem very well timed.

Analysis

New research from Enterprise Strategy Group highlighted the degree to which generative Al has taken the market
by storm. Emerging onto the scene with dramatic effect just two years ago with the launch of ChatGPT, it's evident
that organizations who are pursuing generative Al strategies have big expectations. In fact, when asked to rank the
importance of generative Al alongside other strategic initiatives, it came in third, behind only digital transformation
and cybersecurity resiliency initiatives (see Figure 1)."

A huge part of generative Al's appeal comes down to its broad applicability—organizations are looking to apply
generative Al to a vast array of workflows and processes. However, Enterprise Strategy Group research suggests
interest is coalescing in a few specific areas, namely product and software development, customer service,
operations (both IT and non-IT), and research, with organizations expecting to see the technology drive savings
through increased productivity and improved operational efficiency, as well as driving a better customer experience.

In the initial phase of adoption, it’s clear that the public cloud providers are viewed as the primary venue for running
generative Al use-cases, with just over three quarters of respondents selecting this location. However, 84% of
respondents said it's important to incorporate their own enterprise data to support their generative Al initiatives.?
Accordingly, other venues—including on-premises data centers, edge locations, GPU clouds and co-located
facilities—will play a role too.

Expectations might be high around generative Al, but this excitement should be tempered by the challenges that
many organizations are already encountering when it comes to implementation. The most cited challenge is lack of
staff expertise and skills, though data quality, ethical/legal/regulatory considerations and integrating with legacy
systems also feature prominently.®
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And as the generative Al landscape continues to evolve at pace, enthusiasm for fast-evolving capabilities such as
agentic Al is evident and is attracting considerable levels of interest—67% of respondents are already planning to
integrate such intelligent agents into their generative Al use cases, with almost half (47%) viewing them as a
valuable productivity tool.*

Figure 1. Importance of Generative Al Relative to Other Strategic Initiatives

Please rank the following strategic initiatives in order of
importance to your organization. (Percent of respondents,
N=785, percent ranked #1 displayed)

Digital transformation 25%

Cybersecurity resiliency 17%

Generative Al 14%

Cutting costs 13%

Automation 9%

Application modernization 8%

Sustainability 7%
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Source: Enterprise Strategy Group, a division of TechTarget, Inc.

4 Ibid.
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Conclusion

“Al is changing the world and we are leading the charge,” Google proclaimed at its recent cloud summit in London.
Google can reasonably claim to be a pioneer of generative Al technology with Gemini, and though it wasn’t the first
to make waves in the market, it's determined to make up for lost time. The huge amount of effort and resources
Google is putting into its Al strategy and building out an extensive “full stack” portfolio—at the model level with
Gemini, at the machine learning level with Vertex Al, at the infrastructure layer, and at the data analytics layer with
BigQuery—would appear to validate the scale of its intent here to establish itself at the forefront of the new Al
revolution.

To put some numbers around the scale and breadth of its efforts here, Google has delivered over one thousand
individual product enhancements across Google Cloud and Workspace over the last 12 months. And Google
Cloud’s software business has a $40 billion run rate, making it the world’s fourth-largest software company.

Al has now become the central and differentiating point of Google Cloud overall. It's leveraging its heritage as a
company with unrivaled technology to distinguish itself from the other major public cloud providers, which it paints
as more infrastructure-oriented. Customers are placing increased value on providers that can offer the complete
tech stack, and Google says its experience in delivering this is enabling it to onboard new customers more quickly
and deliver Al at scale as the technology matures.

This perspective was validated by the many large enterprise organizations presenting at the Google Cloud Summit,
many of whom highlighted substantial savings and other benefits that their Al investments were already delivering.
Lloyds Bank is using Google Cloud Al across a range of use cases, including code translation, threat intelligence,
and document categorization and summarization—the latter of which had alone delivered £15 million in cost
savings. Another bank, HSBC, is using Google Cloud Al in its financial crime division, and as a result has seen its
case volume lowered 70% by significantly reducing the volume of noise. This has enabled HSBC to increase the
amount of crime it identified by up to four-fold, letting its case handlers focus on more complex crimes. And multiple
retailers, including Kingfisher (and its subsidiary Screwfix) and Dunelm demonstrated their use of Vertex Al-
powered image search to boost the effectiveness of their recommendation engines. All customers cited Google’s
reputation as an innovator in Al as a key factor in selecting it.

However, an exceptional product portfolio doesn’t necessarily translate into market success and leadership.
Recognizing that having a large and ever-expanding portfolio of capabilities runs the risk of becoming unwieldy for
customers, a big part of Google’s focus moving forward is to bring these capabilities together to deliver more
integrated experiences for customers. Indeed, by focusing on outcomes rather than merely actions Google believes
it can help bring its platforms to life.

One part of this strategy is to invest in partnerships, supporting Google’s commitment around delivering optionality
for customers. This is a broad effort that ranges from the model side, with support for third-party models and open
source (e.g. Meta/Llama), to offering support for third-party storage capabilities within Google Cloud (e.g. Google
Cloud NetApp Volumes) to building partnerships with hardware providers that can help enable Google Distributed
Cloud for on-premises cloud deployments.

Another strand is to continue investing in region- and industry-specific capabilities. Here, Google Cloud announced
additional data residency commitments, including the ability for UK-based organizations to run machine learning
processing for Gemini 1.5 Flash within the UK, helping UK-based organizations, including public sector, address
data sovereignty and compliance concerns. This is on top of Google Cloud’s previously announced $1 billion
investment in a new UK data center, and range of investments in the UK startup ecosystem.

A final focus area here is continuing to invest in more integrated product capabilities that take advantage of
Google’s broad portfolio. Unsurprisingly, a major focus area here is in the fast-evolving worlds of intelligent agents,
such as Agent Builder, part of the Vertex Al platform. This is where Google believes it can bring to bear its entire
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stack of expertise to synthesize across multiple models (speech, text, audio, video, etc.), in a natural manner and
delivered almost instantly using its heritage in search. It’s early in its deployment, but the company is investing in

developing capabilities in several specific areas, including customer service, creative functions, data, code
development, and security.

It notes interest across the board, here with particular interest in the marketing realm. Of the Google customers
presenting at the summit, few had reached implementation phase, but many were examining the potential of

deploying large-scale agentic Al. “The use cases are compelling; the question is whether humans will trust it,” noted
one customer, adding “But we’re going to try very hard to make it work.”
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