Al & SOCIETY
https://doi.org/10.1007/s00146-024-01917-z

CURMUDGEON CORNER

=

Check for
updates

Lessons from the California Gold Rush of 1849: prudence and care
before advancing generative Al initiatives within your enterprise
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There has been a lot of discussion about the benefits and
harm of generative Al in the popular press. Many of our
clients have asked us for a point-of-view that could help con-
textualize the risks and rewards of Generative Al for their
businesses. We offered up the following analogy as an entry
point for them.

There are intriguing parallels between the California Gold
Rush of 1848 and the contemporary rise of Generative Al
technology. Both serve as compelling symbols of change,
opportunity, and caution. As history has shown, however,
while many rush towards the allure of newfound riches,
only a select few truly prosper during times of revolution-
ary advancements.

We have often been told that it was not the gold miners
who amassed the most wealth from the Gold Rush, but it
was those who supplied the necessary tools, equipment, and
provisions to the gold seekers who reaped consistent profits.
Individuals like Levi Strauss, with his durable denim jeans,
and Sam Brannan, a merchant capitalizing on mining sup-
plies, epitomized this success. Their prosperity stemmed not
from discovering gold themselves but from recognizing and
catering to the demands of the prospectors. Their success
was not rooted in direct participation in the gold rush, but
in their ability to capitalize on the uncertainty and evolving
needs brought about by this new gold mining venture, pro-
viding essential goods and services to those navigating the
uncharted territory of gold mining.

Though the legend may be true at some basic level, it is
a bit of a misnomer. Those that truly prospered from the
Gold Rush were in fact gold miners and the owners of the
ecosystem that they help to develop. One such was, George
Hearst, father of notable figure William Randolph Hearst.
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His story provides a fascinating example of finding fortune
in unexpected ways.

While many gold miners were focused on finding surface
gold through “panning,” Hearst focused on mining quartz.
Hearst knew that gold often coexists with quartz. We now
know that both minerals can form under similar geological
conditions when the hot, mineral-rich fluids moved through
fractures in the Earth's crust and cooled, and the minerals
often formed interlaced veins. Look for quartz to find gold.

Much of the initial gold from the California Gold Rush
found on the surface and was quickly depleted. As the gold
became more scarce, a few miners such as Hearst turned
to mining quartz. However, quartz mining is difficult and
involves major capital investments in technology to crush the
quartz, extract and refine the gold. To underwrite the capi-
tal investments, new organizations where needed and devel-
oped. Some corporations dedicated themselves to resource
extraction while other corporations focused on financing the
companies that did the extraction.

Many of the new extraction and finance companies turned
to publishing stock to raise even more capital. Global inves-
tors then flocked to the new “quartz mining stock options,”
and by the mid-1860s, San Francisco was the site of wide-
spread public stock ownership and a highly specialized
finance sector ecosystem.

Wealth was soon concentrated into the hands of a small
group of men that dominated quartz mining, finance, bank-
ing, land, timber, and shipping. And to this day, many of
their institutions they founded still exist and are major con-
tributors in their sectors. George Hearst’s investment in
quartz mining operations eventually laid the foundation for
his immense wealth as he invested in other ventures such as
banking, shipping, and newspapers.

His luck highlights a key business principle in “gold rush
moments”—success often lies in recognizing and capitaliz-
ing on overlooked opportunities adjacent to the initial oppor-
tunity. Hearst's ability to see beyond the immediate allure of
gold and invest in the broader potential of quartz mining to

@ Springer


http://crossmark.crossref.org/dialog/?doi=10.1007/s00146-024-01917-z&domain=pdf

Al & SOCIETY

extract gold demonstrates a foresight that is relevant for busi-
nesses today, especially in emerging technologies like Al.

Just as Hearst found wealth in quartz amidst a gold
rush, companies today might find their most lucrative
opportunities in the less obvious applications of Al
Executives need to swiftly evaluate their business models,
pinpointing where Al could be beneficial or harmful while
progressively integrating Al into their existing strategies.
This demands a bold rethinking of business practices,
potentially upending established methods to accommodate
Al advancements. It is not just about tech adoption but
a strategic pivot, embracing Al's disruptive potential.
Successful organizations will identify immediate Al
opportunities and risks while methodically moving towards
an Al-driven future. This dual-focus strategy ensures agility
and foresight in both short-term actions and long-term Al
integration.

The rapidly evolving “boom town of AI” situation
parallels the risks of the ecosystem of quartz mining and
capital investment financial companies of 1860s San
Francisco in other ways as well. By the end of the 1860s,
there were knock-off companies that traded in “quartz-stock™
only and had no real linkage back to the gold or finance
sectors. Well-known companies found themselves having to
defend against similarly named “‘stock only” companies. And
the “stock only” concerns often collapsed as quickly as they
were spawned, or simply closed after uninformed investors
were fleeced (Jung 1900).

Similarly, in the realm of Al, the quality and integrity
of data are paramount. In pursuing enhanced productivity
and profitability through Al the absence of a clear strategic
roadmap and robust data processes can significantly derail
efforts. Al systems fundamentally depend on the data they
are trained with; biases or inadequacies in these data can
lead to misguided strategies and decisions.

In conclusion, executives must avoid ignoring or becom-
ing overly fixated on the long-term vision of Al autono-
mously guiding strategic decisions. While Al has the
potential to revolutionize decision-making, it is equally
important to recognize the immediate and practical benefits
of laying the groundwork for long-term strategy and opera-
tional improvement. In this rapidly evolving landscape, it is
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essential to acknowledge that as Al adoption becomes more
widespread, competitors will harness its power, potentially
creating new threats. Few firms can exclusively focus on
transformation. Therefore, as with any paradigm shift that
creates both opportunity and threats, balancing long-term
vision with immediate action will remain key to thriving in
the age of AIl. We are not academics. We are management
consultants. And our role is to help our clients navigate top-
ics that are important to them and help ground their thinking
for better management decisions.

Curmudgeon Corner Curmudgeon Corner is a short opinionated
column on trends in technology, arts, science and society, commenting
on issues of concern to the research community and wider society.
Whilst the drive for super-human intelligence promotes potential
benefits to wider society, it also raises deep concerns of existential
risk, thereby highlighting the need for an ongoing conversation between
technology and society. At the core of Curmudgeon concern is the
question: What is it to be human in the age of the AI machine? -Editor.
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