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“Al is not failing because the technology is bad. It is failing
because businesses treat it like a magic wand instead of a

system that requires real discipline.”
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If you are currently embarking on an Al implementation or just considering it, the landscape can be confusing.

On one side, industry figures predict massive transformation, AGI, and autonomous agents. But when we
contrast that hype against the real world, the data tells a different story.

The statistics of failure

The premise that there is a large-scale failure of Al implementations appears to be true. Just look at the
statistics:

I MIT examined 300 public deployments involving $30-40 billion in investment; 95% of executives
reported zero return.

| RAND and S&P Global have estimated the failure rate of Al initiatives as_high as 80%.

| IDC Research found that for every 33 Proof of Concepts (PoCs) for Al, only 4 graduated to
production. That is an 88% attrition rate.

| S&P Global noted that 42% of businesses have simply abandoned their Al projects.

This is not about staff simply logging into ChatGPT; we are talking about Al projects building applications to
solve specific business problems.

Innovation is hard

We need to define "failure” carefully. Implementing Al is innovation, and innovation is inherently difficult.

Generative Al is still a very new technology; ChatGPT was only released publicly on November 30, 2022. Given
that we still see failures in mature software stacks, it is natural to expect a higher rate of failure in such a
nascent technology.

The expectation gap

However, many failures stem not from the technology itself, but from the mindset surrounding it. Treating Al as a
miracle cure rather than a complex engineering system creates avoidable risks. Al does not rescue bad

processes; it amplifies them.

Al is not a panacea for all ills. The promise of AGI creates unrealistic expectations that businesses have to battle

against. We do not believe you should try to build entirely self-determining Al solutions. All system designs must

retain an element of Human in the Loop (HITL).

That said, while some failure is natural, most is preventable. Through our work, we have identified specific pitfalls

that you must avoid.

Pitfall 1: Poor problem definitions

We often see companies starting with an Al model looking for a use case, rather than a business problem to
resolve. This approach often leads to Al being applied in areas to which it is not suited.
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The rule of thumb: If a process has a fixed logical sequence, standard software automation is
often better, offering more consistent, reproducible outputs than Al. Al should be reserved for
problems requiring probabilistic reasoning or pattern recognition, not rigid logic.

Pitfall 2: Data issues

"Garbage in, garbage out” applies just as much to Al as any other system. Data preparation can take up half
the project time.

The governance trap: Crucially, it is pointless to spend resources cleansing historic data if
you don't implement new data governance to ensure future data meets the right standards.
You cannot simply plug legacy data into an LLM and expect miracles; it must be structured,
tokenised, and cleansed of bias.

Pitfall 3: Lack of business alignment

Al is often viewed as an IT project, not a business transformation. While IT must be involved, they should rarely
be the lead. Without executive sponsorship or cross-functional collaboration, PoCs will fail to scale.

Practical applications: A tale of two projects

To illustrate the difference between success and failure, here are two contrasting examples from our own
experience.

@ The failure - Petrochemical Sustainability Bot: We built a technically brilliant PoC that predicted
Bloomberg Index scores.

» The outcome: The Global IT Director killed the project.

» The reason: It was an IT-led initiative. The operational team refused access to data, and the
sustainability team lacked the "clout” to enforce adoption. It didn't fail due to code but due to a lack of
alignment.

@ The success - Water Services Engineering: We are currently deploying a complex system for a UK
water services firm.
* The outcome: Ready for deployment by year-end.

» The reason: We spent a month refining the business case before coding. We formed a steering group
with the CEO, Ops, and Finance. We mapped legacy integration first. It succeeded due to governance.
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Pitfall 4: Organisational & cultural barriers

It is impossible to introduce successful Al if you don't bring your staff on the journey. We are all bombarded with
messaging that Al will take our jobs.

Fear and resistance, which are present in any business change, are amplified in this environment. It is up to
your leadership to guide teams through that fear. If employees feel threatened, they may withhold critical
domain knowledge or highlight every minor error to discredit the system.

Technical pitfalls & the way forward

Beyond the strategic issues, there are specific technical reasons why prototypes fail to scale.

@ Simplified prototypes: Models that work well as prototypes often need significantly more work to scale.
A functioning prototype can give a wrong signal regarding the amount of effort required to get to a live
model.

@ Integration with legacy systems: Many firms set up to build only the Al aspect but lack the skills to
build the middleware or APIs necessary to integrate with existing legacy infrastructure.

@ Poor model monitoring: There is a dangerous assumption that once a model is live, the work is done.
Just like any other software, you need support and maintenance for your Al model to prevent drift.

@ Error rate expectations: At a PoC level, your model might have a low error rate. However, as you scale
to real-world data, you have to introduce increased parameters. Often, error rates increase to a point
where the speed advantage is no longer justified.

Getting started: A survival checklist

Surviving the 88% attrition rate requires a shift in mindset. Imobisoft’'s roadmap helps you move from "hype” to
‘engineering reality™

Define the KPI first: Don't measure "accuracy.” Measure time saved, cost reduced, or revenue generated.

Review legacy systems early: Can your 20-year-old ERP actually talk to an API? Check this before you
start to avoid surprises later.

Data prep is non-negotiable: Allocate sufficient time and budget to structure and cleanse your data.

Build cross-functional teams: Ensure the person paying for the project and the person using the tool
are in the room with the person building it.

@ ®® OO0

Manage expectations: Position Al as a "Co-pilot," not an "Autopilot.” Keep humans in the loop to reduce
fear and error rates.
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Small steps, big ROI

Al implementation isn’t simply software installation, it's a journey. Businesses that respect the engineering reality
over the marketing hype will be the ones to succeed.

The benefits of getting it right are clear:
+ Scalable automation
« Predictive decision-making
« Real competitive advantage

« Survival beyond the PoC stage

If you want to ensure your Al project makes it from PoC to production, Imobisoft is here to help you navigate the
pitfalls.
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