The GenAl Divide

Why 95% of Enterprise Al

Investments Fail—and How
the Top 5% Succeed

An analysis based on MIT's Project NANDA research,
synthesizing findings from 300+ Al implementations
and interviews with 52 organizations.
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A $40 Billion Paradox: High Investment, Vanishing Returns

95%

Pilot-to-Production Failure Rate for integrated, enterprise-grade GenAl systems.

Despite a global enterprise investment of $30-40 billion in Generative Al, the vast
majority of initiatives fail to deliver measurable business impact.

This failure rate significantly exceeds the 50-70% observed in traditional enterprise
software implementations, signaling a fundamentally new challenge.

Source: MIT Project NANDA, Challapally et al., 2025.
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Two Sides of the Divide:
The Landscape of Enterprise Al

THE 95% - High Activity, Low
Low Transformation

- Trapped in endless pilots and proofs-of-

concept.

- Experiencing ‘Pilot Fatigue’ and growing
skepticism.

- Generating minimal to zero measurable
business impact.

- Facing escalating switching costs and
competitive disadvantage.

THE 5% - Concentrated Value,
Competitive Moats

- Extracting millions in quantifiable value
($2-10M annually in some cases).

- Achieving significant process acceleration
(e.g., 40% faster lead qualification).

- Building data-driven advantages that are
difficult to replicate.

- Treating Al as a core organizational
capability to be cultivated.
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The Illusion of Progress: The Pilot-to-Production Chasm

. i This stands in stark contrast to
60% of organizations evaluate consumer-grade tools (€.g.,

custom/task-specific Al solutions. ChatGPT), which see 80%

. exploration rates and 40% formal

: deployment for individual productivity.
Only 20% progress to the pilot stage.

The key insight: Users want Al
capability, but current enterprise

A mere 5% achieve production offerings are failing to meet their
deployment with measurable impact. needs.

‘ ‘ “We've seen dozens of demos this year. Maybe one or two are
genuinely useful. The rest are wrappers or science projects.”

— CIO, Project NANDA interview
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The Diagnosis: Success Fails at the “Learning Gap”

The divide is not caused by model quality, regulation, or lack of sponsorship.
It is a systematic mismatch between user expectations shaped by consumer Al
- and the capabilities of enterprise tools.

Q 7 =

Contextual Memory Feedback Integration Workflow Adaptation
Deficits Failures Limits
Systems treat each interaction Most tools lack mechanisms to learn Systems cannot adjust to evolving
independently, forcing users to from user corrections, preferences, procedures or team-specific needs
repeat context. or real-world outcomes. without manual reconfiguration.
In a survey, “Model output quality concerns” (7.8/10) was a top barrier, not because models are
unintelligent, but because they lack the ability to learn context—the enterprise definition of quality.
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The Path Across the Divide Requires a New Playbook

The Old Playbook (The 95%)

Focus:

Strategy:

Approach:

Target:

Metric:

Model Quality & Features

Centralized Control

(Top-down Al CoE)

Build Internally
(Proprietary Advantage)

Front-Office
(Sales, Marketing)

Technical Benchmarks
(Accuracy, Latency)

The New Playbook (The 5%)

FOCUS:

Strategy:

Approach:

Target:

Metric:

Learning & Workflow Integration

Distributed Empowerment

(Govern the Center, Enable the Edge)

Strategic Partnership
(Leverage Specialization)

Back-Office ROI
(Operations, Finance, Legal)

Business OQutcomes
(Cycle Time, Cost, Error Rate)
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New Playbook Pillar 1: Procure for Learning, Not for Features

The 5% prioritize trust, deep workflow understanding, and a vendor’s ability to demonstrate
continuous improvement over feature lists and marketing claims.

Case Study: A $5B Financial Services Firm's Procurement Strategy

The Approach: Successful Pilots
Instead of a broad RFP, they identified 5 specific workflow pain (Demonstrable Learning)

points (e.g., loan processing, fraud detection).

The Metric:
Success was defined by operational outcomes (e.g.,
processing time reduction), not model accuracy. Failed Pilots

The Litmus Tast: (Static Performance)
Pilots were structured as 90-day partnerships. The two
successful vendors were those whose systems performed
demonstrably better in week 12 than in week 1. The failed pilots

showed static performance. O Days 90 Days
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New Playbook Pillar 2: Hunt for ROI in the Back Office

The Mismatch
GenAl Investment Delivered ROI Sales and marketing capture ~50% of GenAl investment
Budget budgets, but back-office automation consistently delivers
superior, faster, and more measurable ROI.
High-ROI Use Cases
e Procurement & Finance: Contract analysis, AP/AR
reconciliation.
| | e Legal & Compliance: Document review, regulatory
N | change monitoring.
Sales & Back Sales & Back i . :
Maeing office Mok G e Operations: Internal workflow orchestration, process

compliance.

Case Study: Fortune 500 CPG Procurement Transformation

e Result: Eliminated $1.8M in external consulting contracts and identified another $1.8M in savings.
e Impact: Reduced team time on manual tasks by 40%, reallocating them to strategic supplier
management—augmenting jobs, not just eliminating them.
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New Playbook Pillar 3: Partner Strategically, Don’t Build From Scratch

Strategic partnerships with external vendors achieve production success
approximately twice as often as internal development efforts (66% vs. 33%).

The Rationale:
» Specialization: Vendors accumulate deep domain expertise and data across multiple clients.

» Resource Efficiency: Avoids the high cost and scarcity of specialized Al talent.
» Time-to-Value: Top partners deploy in ~90 days vs. 9+ month timelines for internal builds.

Case Study: Regional Healthcare System & Transcription Vendor

The Model: A 6-month co-development engagement, not a simple
software purchase. The hospital provided data and feedback; the

Hospital Vendor vendor committed to weekly model updates.
(Provides Data (Weekly Model
& Feedback) Updates) s ; :
The Outcome: Physician documentation time decreased 357%.
\ Physicians / Adoption reached 78% (vs. 30-50% industry average) because the

iUSESTSSUEPTEE* tool adapted to their workflow, not the other way around.
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New Playbook Pillar 4: Empower the Edge, Govern the Center

Principle: Move beyond a centralized Al Center of Excellence. The most effective model empowers business unit
leaders and frontline managers to solve local problems, while a central function maintains standards and
infrastructure.

Case Study: A Specialty Retailer’s Hybrid Al Model

A
Enablement lemance

e The Structure: A central CoE controlled infrastructure, data
policies, and vendor lists. Business units (e.g., merchandising,
supply chain) held the budget and authority to run pilots.

* The Process: The Cok acted as an enabler and governor,

SR reviewing pilots for risk and hosting knowledge-sharing forums.

(Governance &

Enablement) Encblemant | &

"\;

Governance

« The Result: 47 distinct pilots launched, leading to 12 production
Marketing deployments—a 26% success rate, over 5x the industry average.

“"'--._______________________________._..--"'" - . i3 .

ST O Wins included an 18% reduction in stockouts and a 12%
i e improvement in email conversion.
Authority Authority
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The Foundation of Success: If You Can’t
Measure It, You Can’t Win

The Wrong Metrics (Model-centric) The Right Metrics (Operational)
> Accuracy Scores v/ Cost Per Transaction

X Inference Latency v/ Time to Resolution / Cycle Time

»© Technical Benchmarks v/ Error Rates

+ Business OQutcome Lift

Case Study: Measuring Developer Productivity

e Methodology: A technology services firm used a control group design (200 developers with Al
tools vs. 200 without).

e Quantified Impact: 23% increase in pull requests, 15% reduction in code review cycles, and an
18% shift in time from "writing boilerplate"” to "architecture."

e Business Value: The firm calculated an annual value of $1 4 ml||I0n In equivalent
capacity gains.
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Voices from the Divide

‘ ‘ The hype on LinkedIn says everything has changed, but in our operations,
nothing fundamental has shifted. We're processing some contracts faster,
but that's all that has changed.

— COO, Mid-Market Manufacturing

‘ ‘ Our purchased Al tool provided rigid summaries with limited customization
options. With ChatGPT, | can guide the conversation and iterate until | get
exactly what | need.

— Corporate Lawyer

For complex projects requiring judgment and memory, 90% of leaders still prefer
humans over Al. The dividing line isn't intelligence—it's learning capabillity.
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The Next Horizon: From Al Tools to the Agentic Web

The Concept

Current Al is a transitional phase. The future is an

“agentic web"” where autonomous systems discover,
integrate, and coordinate across organizational boundaries
without human mediation.

Enabling Infrastructure

This is becoming a reality through emerging open protocols
like Anthropic’s MCP, the A2A framework, and MIT's NANDA.

Future Capabilities
» Agents autonomously discovering and evaluating vendors.
 Dynamic, real-time integrations based on immediate needs.
» Self-optimizing workflows that span multiple companies.

The Strategic Imperative: Building the capabilities to cross the GenAl Divide today (partnership, learning

systems, outcome-based metrics) is the essential foundation for competing in the agentic economy of tomorrow.
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Crossing the GenAl Divide: Your New Playbook

The divide is not a technology gap, but a learning gap. Closing it requires decisive shifts in
strategy and execution.

1 2 3

Demand Learning- Embrace Strategic Integrate for Impact and
Capable Systems. Co-Development. Measure What Matters.
Stop investing in static tools. Prioritize partnerships with Focus on deep workflow
Mandate persistent memory, specialized vendors over integration over superficial
feedback integration, and internal builds. Structure features. Evaluate success
workflow adaptation from your engagements around shared using operational metrics that
vendors. outcomes, not software connect directly to business
licenses. value.

The window for action is narrowing. The organizations that master this new playbook
will not only cross the divide but define the next era of enterprise competition.
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