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Executive Summary

The rapid embrace of artificial intelligence (Al) in enterprise settings has delivered some success stories, but high-profile
failures and widespread underperformance have revealed profound systemic issues. Studies and surveys report that the
vast majority of corporate Al initiatives either stall or fail to produce significant business value (*! www.tomshardware.com)
(P www.itpro.com). In practice, “what went wrong” is rarely a simple technical glitch in the Al models themselves, but
rather a convergence of planning, data, organizational, and integration failures. Key pitfalls include overhyped and
unrealistic goals, poorly planned architecture and integration, low-quality or fragmented data, insufficient governance and
oversight, and ignoring human change management and expertise (©°/ viww.techradar.com) (‘) www.techradar.com). For
example, a McDonald’s pilot of an Al voice-ordering system (in partnership with IBM) was shut down after repeated
misunderstandings (ordering extra items like “ketchup and butter”) when the system misheard accents or repeated
commands (©°! apnews.com). Similarly, Australia’s Commonwealth Bank was forced to rehire 45 customer service staff
after its new Al chatbot “Bumblebee” failed to reduce call volumes as promised (! www.techradar.com) ("l www.itpro.com).
In government, U.S. Immigration and Customs Enforcement (ICE) discovered its Al resume-screening tool had
inadvertently fast-tracked unqualified applicants (merely using keywords like “officer”) into law-enforcement training,
requiring mass retraining (°/ vwww.thedailybeast.com) (°) vww.thedailybeast.com). These tangible examples echo broader
findings: MIT's NANDA study and independent surveys warn that roughly 95% of Al pilot programs do not deliver
measurable ROI () www.tomshardware.com) (“) www.itpro.com). Common themes emerge across industries and
geographies: enterprises underestimated integration complexity, misjudged data readiness, and failed to align projects
with clear business outcomes and governance.

This report examines in depth what went wrong in numerous enterprise Al rollouts (as of April 2026) across sectors. It
synthesizes historical context, empirical data, expert analyses, and detailed case studies. We first contextualize the limits
and lessons of early Al optimism. Next, we analyze major failure factors: hype vs reality; data and technical flaws;
organizational and cultural barriers; security, ethics and compliance gaps; and the economics of Al. We then present a
series of case-study vignettes illustrating how these issues manifested in real projects (with citations). Tables summarize
notable examples and recurring failure causes. Finally, we discuss the implications for enterprises, policymakers, and the
Al industry, and outline how future approaches—sharpened expectations, holistic integration strategies, sensible
governance, and talent development—can help convert Al potential into reliable value. Throughout, claims are supported
by data from industry reports, academic research, and credible news sources.

Introduction and Background

The promise of enterprise Al—sought-efficient automation, data-driven decision-making, and productivity gains—has
driven massive investment in recent years. By mid-2025, an estimated $35-40 billion had flooded U.S. businesses for
generative Al tools (% www.techradar.com). Enterprises across healthcare, finance, retail and beyond rushed to
experiment with Al chatbots, analytics, automation, and “ Al agents” trained on company data. Widely publicized gains,
such as streamlining document review or automating customer replies, fueled unrealistic expectations that Al would
swiftly transform business outcomes.

However, as deployment accelerated in 2024—2026, a reality check emerged. Industry analysts note that many
corporations are now entering a “Trough of Disillusionment” with Al ("1 ww.techradar.com) (Y2 www.techradar.com).
Surveys indicate diminishing returns: for example, a recent PwC survey found only 12.5% of CEOs reported Al
delivered both cost savings and revenue growth (**/ www.itpro.com). Research by MIT’s Networked Agents and
Decentralized Al (NANDA) initiative warned that 95% of corporate Al pilots “stall” or fail to accelerate revenue (/'
www.tomshardware.com) (“) www.itpro.com). Moreover, an MIT study of 300 deployments (not incidents of model errors)
concluded poor integration with legacy workflows—as opposed to any inherent “malfunction” of Al models—was the key
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culprit (**) www.tomshardware.com). In short, the epidemic of failure is systemic, intertwined with how organizations
approach Al projects.

Historically, enterprises have routinely struggled with complex IT rollouts (e.g. ERP/CRM systems) in ways analogous to
Al. But Al's unique traits — unpredictable models (hallucinations), data-hungry training, and the need for new skills —
magnify these risks. Early case studies like IBM Watson for Oncology (mid-2010s) already hinted at the difficulty of
applying Al to high-stakes enterprise needs (*°) www.bloomberg.com). Those lessons now find new resonance in the
generative Al era. Our aim in this April 2026 research report is to systematically analyze why Al initiatives went awry in
enterprise settings: weaving historical perspective with current evidence, surveys, and multiple perspectives. The
outcome is intended as a technical and managerial reference for analysts, executives, and practitioners to understand
pitfalls, strategize improvements, and avoid repeating the same mistakes.

Factors Underlying Enterprise Al Rollout
Failures

1.Unrealistic Expectations and Overhype. The Al zeitgeist has often emphasized transformative potential while
glossing over the complexity of execution. Executives frequently embarked on Al projects “with only a high-level goal and
a belief in miracles” (*°) www.techradar.com) (*°) www.tomshardware.com). For instance, Gartner predicted by end of 2025
30% of generative Al projects would be abandoned after proof-of-concept (”ﬂ www.windowscentral.com). Surveys
confirm executives grew frustrated when initial Al experiments failed to scale. A Forrester study warned that too many
leaders remain “paralyzed by a lack of understanding,” deploying Al in silos or with vague success metrics (!
www.itpro.com). In practice, 95% of pilots “deliver little to no measurable impact” on P&L (" www.tomshardware.com). This
gap stems partly from hype-driven timelines: technologies that require months of dataset preparation or model retraining
are expected to pay off immediately. A TechRadar analysis notes that momentum can quickly turn to friction when
stakeholders push for broad expansion even when initial single-channel deployments only marginally work ("
www.techradar.com) (“ www.techradar.com). In short, overpromising and underdelivering led many projects to be
labeled failures, when the real issue was mismatched expectations and lack of strategic pacing.

2. Insufficient Planning and Strategy (Wrong Problems). Many organizations began Al initiatives focusing on the
wrong questions. Instead of starting with a concrete pain point and defining success metrics, they rushed to deploy tools
and ask “what can Al do for us?" (*°) www.techradar.com) (“* www.techradar.com). When enterprises invested heavily in
flashy Al capabilities (e.g. broad language models for marketing chatbots), they often neglected whether the problem
required advanced Al, or simply better business processes. The consequence: “flawed integration with existing
workflows” (*“! www.tomshardware.com) meant that even state-of-the-art models underperformed. Thought leadership
emphasizes that skipping the “Discovery and Baselining” phase leads to fiascos: without aligning on a clear business
case or user needs, pilots stall (°?) www.techradar.com). Enterprises that treat Al experiments as isolated unless intimately
tied to concrete ROI are doomed to find no value (“/ www.techradar.com). In survey after survey, “lack of a well-defined
use case” and “unclear business value” top the charts of why Al projects derail (““! www.techradar.com) ()

www.techradar.com).

3. Data Issues: Quality, Access, and Integration. Al systems are fundamentally only as good as the data they’re built
and tested on. In practice, most enterprises discovered that their data was neither ready nor fit for Al tasks. Fragmented
data silos, duplicate records, and “dirty” data plagued projects (1! vww.techradar.com) (?°! www.techradar.com). For
example, agentic Al (autonomous decision) systems demand a “consistent and trusted view of information across the
organization” (“! ww.techradar.com). But many businesses still struggle with overlapping datasets and unclear ownership.
As one analysis notes, without deep integration into an enterprise’s structured records (CRM, ERP, etc.), Al remains an
“interface layer” that cannot truly reason across all sources (°° www.techradar.com) (“° www.techradar.com). This shortfall
leads to unreliable outputs. Research by MIT and industry experts identifies poor data readiness as the #1 reason long-
term Al initiatives stall. In one survey, data and governance challenges ranked above technology issues for causing
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project failures (** vwww.techradar.com) (! www.techradar.com). Notably, medical case studies show dire consequences: a
Reuters investigation found that adding Al to a surgical guidance system dramatically increased serious malfunctions
(e.g. “skull-puncturing errors” in sinus surgery) — highlighting how even “an FDA-authorized medical Al device saw twice
the recall rate” after an Al update (") www.tomshardware.com) () www.tomshardware.com). In sum, enterprises
underestimated the cost of cleaning, unifying, and maintaining the data lifeblood needed to feed Al models.

4. Architectural and Technical Pitfalls. A common early mistake was building Al solutions narrowly, then trying to
hardwire them into broad operations. Many deployments were optimized for a single channel or business area, without a
scalable architecture, as noted by one commentator: “the mistake is assuming that a system designed for a single
channel will naturally scale beyond it” (*°) www.techradar.com) (%) www.techradar.com). In practice, spreading a
voicebot’s logic into chat systems or CRM required essentially rebuilding the system. This led to fragmentation —
separate Al instances for voice, chat, and other interfaces with duplicated logic and disjoint governance (!
www.techradar.com) (72! www.techradar.com). Another issue is focusing on model aggregation (mixing multiple LLMs) rather
than true integration. Critics argue enterprise Al “isn’t an [LLM] orchestration problem, it's an integration problem” (1!
www.techradar.com). In the enterprise, value comes not from just having a powerful language model, but from embedding
intelligence into workflows: answering questions by querying both structured records (sales data, legal contracts) and
unstructured context in one coherent insight (“° www.techradar.com) (°*/ www.techradar.com). Without deep system
integration, Al outputs remain stray summaries or incomplete answers. This deficiency often surfaces when pilots scale:
the Al is an island on top of legacy software, not a fabric woven through it. Organizations found that selecting Al platforms
or building custom software without compatibility for existing systems set them up for failure (°*/ www.techradar.com) (°°

www.techradar.com).

5. Organizational and Cultural Barriers. Even the best technology can flounder without the right people and processes.
Many enterprises discovered that lack of executive alignment and Al literacy crippled rollouts. For example, Forrester

361 www.itpro.com) (7]

notes that successful adopters had CEOs driving the strategy, while laggards were “siloed” (!
www.itpro.com). Without cross-functional collaboration between IT, data science, and business units, snagging “siloed
innovation efforts” often meant projects produced no real outcome (°°/ www.techradar.com). Moreover, employees
sometimes resisted Al, due to fear of job loss or distrust of results. This “Al fatigue” or trust gap has been documented: a
survey by writer.com found half of executives said Al was “tearing their company apart” due to culture clashes (°°
www.axios.com). Frontline workers frequently complained that automated hiring interviews or chatbots felt alienating (1“"!
time.com). A striking example: in Australia, workers told union leaders that CBA's voicebot was making the problem worse,
not better (“*) www.techradar.com) (") www.itpro.com). When employees are involved early (e.g. testing pilots) project
acceptance and adoption rises, but this is often overlooked (“”! www.techradar.com). In short, change management was
often neglected. Budgeting on “tech to replace humans” without investing in training or upskilling left teams unprepared
to leverage Al. Notably, among companies pushing automation, many later “regretted” layoffs, having cut the very people
needed to oversee Al (““l vy techradar.com) (““Dvwww.itpro.com).

6. Security, Privacy, and Compliance Gaps. Adoption of Al brings new technical risks and regulatory demands. Many
enterprises ran into trouble by deploying Al that exposed sensitive data or breached compliance guardrails. For instance,
Microsoft's “Recall” screenshotting feature was delayed amid privacy concerns (I°/ www.axios.com). In another case,
Lenovo’s Al-driven customer service bot had a vulnerability letting hackers inject code (1) vww.itpro.com). Meanwhile,
industries like healthcare and finance face strict rules. Hospitals found that some Al died without clear causes, as
models were blind to new types of injuries despite historical data (*’! www.axios.com). The risk of such errors places a
heavy burden: when ICE’s resume tool misrouted applicants, it nearly sent unprepared individuals into sensitive roles (W
www.thedailybeast.com). Additionally, fairness and bias are major compliance issues. A landmark class-action in housing
saw a $2.2M settlement after an Al screening tool was found to discriminate against low-income Black applicants (1“°!
apnews.com) (“?l apnews.com). From a governance view, enterprises often lacked a clear security strategy for Al. A
Netwrix analyst notes that although the EU Al Act is focusing on Al security (e.g. poisoning, confidentiality),
organizations lack established baselines for Al risk management (°°) www.itpro.com) (°* www.itpro.com). Many firms
simply did not anticipate or provision for the “data poisoning and model flaws” threats enumerated in upcoming
regulations (" www.itpro.com). In effect, the rush to deploy strained corporate cybersecurity architectures.
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7. Economics and Resource Misallocation. Finally, many failures boil down to poor cost/benefit analysis. The MIT
research emphasizes that money is often poured into fun tools (like sales/marketing chatbots) while neglecting high-ROI
areas (back-office automation) (°%' www.techradar.com) (°*/ www.tomshardware.com). Moreover, the nature of Al
expenditures is complex. A recent academic study highlights that usage-based pricing of LLM APIs can lead to
unpredictable bills, undermining budgeting transparency ([5“ arxiv.org). For example, ChatGPT Enterprise skyrocketed in
popularity (600,000 paying business users by mid-2025 across 92% of F500 firms (1°°! arxiv.org)), but each firm faced
downward cost surprises because even small prompt tweaks (e.g. adding pleasantries) could dramatically increase
output tokens and thus cost (°*! arxiv.org) (°°' arxiv.org). In practice, companies paid per use-of-model in ways they
couldn’t easily control. As one analysis warned, buying too many GPUs or cloud instances without knowledge of
utilization patterns can “blow a hole in ROI” (°” www.techradar.com). Many organizations also failed to track actual impact.
Without clear Key Performance Indicators (KPIs), rolling out Al “has no measurable impact on P&L” for 95% of firms ("]
www.tomshardware.com). In other words, even when projects technically “worked,” they often didn’t save or earn enough
money to justify their cost. This economic disconnect contributed to the surge of skepticism—a so-called “Al bubble” risk

(8 www.windowscentral.com) (5% www.windowscentral.com).

Together, these interlocking factors reveal why enterprise Al rollouts have gone wrong in so many cases. What appears
at first as an Al error is usually symptomatic of any or all of the above issues: misalignment of goals, technical
workarounds, and organizational missteps. The remainder of this report digs deeper into these categories with data-
backed arguments and illustrative case studies.

Table 1: Common Causes of Enterprise Al Rollout Failures

Failure Factor Description & Impact Repr

Unrealistic goals and timelines lead to “pilot purgatory.” Heavy investment and media hype raise Gartner: >30% GenAl projects abandoned by 2025 ([17]

Overhype & Unmet i i i f i [14] .
Expectations expectations, but projects often stall when ROI is not immediate ( www.windowscentral.co 11): MIT study: 959% pilots stall ([14]
' [2]
www.tomshardware.comy (“! www.itpro.com,. www.tomshardware.com.
. . . [21]
Projects often start without defined use cases or success metrics (
3
Lack of Clear www.techradar.comy. Al efforts in silos without cross-functional buy-in tend to Business/IT misalignment noted by surveys ([\)8]
Strategy/Alignment 3 3 .
avilie produce no business value (°°) wuvw.techradar.com () www.techradar.com) ¢! www.itpro.com.
WWW.itpro.com.
Al models require clean, consistent data. Poor data hygiene, fragmented silos, and legacy [61]

i . R ’ : o

:J?ta Ql:-allt);& " systems prevent reliable Al outputs ([25} www.techradar. com, ([4] Agentic-Al survey: 97% committed to projects, only 18% fully deploy (
ntegration Problems .

www.techradar.com,.

www.techradar.comy. )

[62]
Early Al deployments often “single-channel,” causing rework to scale cross-channels ( . “ B
Architectural & Tooling TechRadar: Al without integration remains an “interface layer,” not enterprise-

Gaps www.techradar.com (23] www.techradar.comy. Lack of end-to-end reaty (22 www.techradar.com,

integration limits Al to isolated tasks.

48 49

SafeRent bias settlement ([ ] apnews.com ([ 1
Insufficient oversight of Al projects leads to risks in security, privacy, or bias. Enterprises are 63]
3

. 63 .
Compliance Lapses forced to halt deployments due to regulatory non-compliance (L 1 WWW. I[pl 0.comy.

Governance &
apnews.Comy; EU Al Act 7% turnover fines (

(641

WWW.itpro.com) WWW.itpro.com).

6]

. ; ) . . . CBA rehiring 45 workers after Al failure ( vvww.techradar.com)
people & Cul Employees may distrust Al or lack skills to use it effectively. Companies that cut staff hastily often
ple ultural . 7] t [44]
Resistances Jack the talent to manage Al ([44] WWW. itpro.com) ([JG] WWW. itpro.com). (¢ WWWLITPIO.COIM); 55% of companies regret Al-based layoffs (
Www.itpro.com).

Insufficient ROI tracking and unpredictable pricing cause budget overruns. Over-investing in Al [55]
Cost Misalignment & without utilization plans “blows holes in ROI" ([57] www.techradar.com) ([54] CRAIGPT Ent.- 600K business users; per-token costs unpredictable (
Misallocation . [54] .

arxiv.org, arxiv.orgy (>* arxiv.org).
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https://www.itpro.com/business/policy-and-legislation/the-second-enforcement-deadline-for-the-eu-ai-act-is-approaching-heres-what-businesses-need-to-know-about-the-general-purpose-ai-code-of-practice#:~:text=Organizations%20that%20fail%20to%20comply,9%20and%20responsible%20innovation
https://www.itpro.com/business/policy-and-legislation/the-second-enforcement-deadline-for-the-eu-ai-act-is-approaching-heres-what-businesses-need-to-know-about-the-general-purpose-ai-code-of-practice#:~:text=The%20EU%20AI%20Act%20contains,she%20said
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=the%20technology%2C%20but%20have%20since,facing%20acute%20internal%20talent%20shortages
https://www.itpro.com/business/business-strategy/enterprises-are-paralyzed-by-a-lack-of-understanding-with-ai-adoption-and-theres-one-key-factor-that-decides-success#:~:text=Forget%20efficiency%2C%20focus%20on%20customers
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=Australia%27s%20Commonwealth%20Bank%20has%20provided,employees%20will%20now%20be%20rehired
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=However%2C%20the%20AI%20bot%20wasn%27t,and%20apologized%20to%20the%2045
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=the%20technology%2C%20but%20have%20since,facing%20acute%20internal%20talent%20shortages
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=the%20technology%2C%20but%20have%20since,facing%20acute%20internal%20talent%20shortages
https://www.techradar.com/pro/what-technology-leaders-need-to-ensure-ai-delivers#:~:text=exactly%20who%20can%20,well%20as%20undermining%20ESG%20commitments
https://arxiv.org/abs/2511.11761#:~:text=services%20charge%20per%20token%20of,structure%20can%20drive%20unpredictable%20cost
https://arxiv.org/abs/2511.11761#:~:text=services%20charge%20per%20token%20of,structure%20can%20drive%20unpredictable%20cost
https://arxiv.org/abs/2511.11761#:~:text=Large%20Language%20Models%20,input%20and%20tokens%20generated%20as
https://arxiv.org/abs/2511.11761#:~:text=Large%20Language%20Models%20,input%20and%20tokens%20generated%20as
https://arxiv.org/abs/2511.11761#:~:text=services%20charge%20per%20token%20of,structure%20can%20drive%20unpredictable%20cost
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=enterprise-ai-rollout-failures-causes-and-case-studies.pdf
https://intuitionlabs.ai/articles/enterprise-ai-rollout-failures?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=enterprise-ai-rollout-failures-causes-and-case-studies.pdf
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=enterprise-ai-rollout-failures-causes-and-case-studies.pdf
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Case Studies of Al Rollout Misfires

The following illustrative cases (Table 2) highlight how the above factors manifested in real deployments across
industries. No sensitive details are revealed beyond cited publications.

Organization |

Industry / Use Case What Happened (Failure Mode + Impact] References

e ry lapp! ( pact)
Piloted an Al voice assistant in drive-thrus (teamed with IBM). Reports and social videos showed it routinely
misunderstood orders: repeating “nuggets” orders uncontrollably, adding ketchup and butter to orders, and
confusing nearby cars. Customers voiced frustration. After widespread complaints, McDonald's ended the test [5]

. . - . - AP News (' dpnews.com,

program in July 2024. Its partner IBM stated the tech works (in ideal conditions), but accent/dialect variations

McDonald’s & Fast Food (Drive- 5 [6]

1BM Thru Voice Ordering)  impaired accuracy ([ ] aPNews.CoIM). This underscores deficient data (accent diversity) and TechRadar (

5 .
expectations gaps: the bot “was not capable of handling the tasks” its human predecessors could ([ 1 www.techradar.co m

apnews.comy (!

www.techradar.com,.
In mid-2025, CBA introduced an Al chatbot “Bumblebee” to answer simple customer inquiries. The bank
claimed call volume dropped 2,000/week and cut 45 reps. However, the union countered calls were

increasing, not decreasing ([Al] www.techradar.comy ([7] WWW.Itpro.com). within

weeks, the bank backtracked, reinstating those jobs amid mounting complaints. Staff described “training a

[

66 ; 41
chatbot that took my job” ( ] WWW. Itpl’O.COm). The fiasco illustrates relying on flawed performance TechRadar ([ ]

Commonwealth .
Banking (Customer

Service Chatbot) metrics and overconfidence in the chatbot's capabilities ([65] www.techradar.com) ([7] www.techradar.co M), 1o (
WWW.itpro.comy

Bank of Australia [71
(CBA)
WWW. Itpl’O .COIM). It also reflects poor change management: employees were hastily let go by “outright

lie” about call drops ([41] www.techradar.com) ([67] WWW.ILPro.COM). Afterward, CBA

refocused Al use toward fraud detection (partnering with OpenAl ([68] vvwvv.techradar.com)) rather

than replacing humans.

In late 2025, ICE fast-tracked inexperienced applicants because its Al resume-filter misread keywords. A
“humiliating tech glitch” in the vetting tool identified people who mentioned words like “officer” or “compliance

P N . 8
officer” on their résumé as experienced law enforcement, even if they had none ([ ]

www.thedai beeast. COIM). Hundreds of recruits were sent into training via the shorter program, [8]
ICE (U.S. Government 9]

despite lacking proper credentials (

The Daily Beast/NBC (’
www.thedailybeast.com). ce later discovered and
[69]

[9]

Homeland (Recruitment
Security) Screening)

www.thedailybeast.comy
www.thedailybeast.com). the
failure—reported via NBC News—shows how naive algorithm design (over-reliance on keywords) and no

8]

reversed this after a month, manually reviewing offenders ( www.thedai beeast com

human checks led to dangerous outcomes (unqualified personnel in sensitive roles) (

www.thedailybeast.com, ([9] www.thedailybeast.com.

In Massachusetts (2021), a Black tenant was denied an apartment because a “third-party” algorithmic screener

70
declined her application ([ ] apnews.com). A class-action lawsuit alleged the algorithm did not credit

housing vouchers and overly penalized low credit scores, which disproportionately affected Black and Hispanic

voucher holders ([49] APNEWS.COIM). In 2024, SafeRent settled for $2.2M and agreed to constrain its [70] [49]
SafeRent PropTech (Tenant AP News (

scoring features. Although SafeRent denied wrongdoing, the case highlights algorithmic bias: the Al was not
apnews.com

[71]

apnews.comy ¢
Solutions Screening)
designed to consider vouchers and thus “the system is always going to beat us,” as the plaintiff lamented (

apnews.com). it exemplifies how enterprise Al (here, a vendor product) can inadvertently entrench

[49] [72]

inequities if historical data biases are not managed ( apnews.comy apnews.com.

In May 2024, Google introduced Al-generated search overviews (using its Gemini LLM). Within weeks, multiple

experts noted that the summaries confidently hallucinated — e.g. stating cats had been to the moon ([73]

apnews.Ccom). Google shortly issued updates (“over a dozen improvements” by month’s end) to reduce
Technology (Al false answers ([74] apnews.Com). This caused public skepticism: one tech analyst wrote that he had

Search Summaries) [75]
“lost all trust” in Al Overviews due to repeated errors (

[74] (73]

AP News ( apnews.comy

Google
www.techradar.com). The lesson was apnews.com

that integrating LLMs into consumer-grade products without robust fact-checking led to misinformation flaring
publicly. For enterprises, this case signals that integrating generative Al features can backfire unless

[74] [75]

thoroughly validated ( apnews.com( www.techradar.com).

IBM poured billions into its Watson Al for cancer therapy suggestions, launched with great fanfare in 2013.
Independent reviews found that Watson often recommended unsafe or incorrect therapies, largely due to

15
IBM Watson for  Healthcare (Cancer oyvio o1 cinlared data rather than real patient records () WWW.bloomberg.com). Hospitals | Linkedin Sciencelnsights (-]

Oncology (2012- Treatment wally abandoned it. This earl (not current enterprise, but instructive) showed promi
eventually abandoned it. This early case (not current enterprise, but instructive) showed promises-versus-

2020 Recommendations) valy v P P www.bloomberg.comy
practice gaps in a high-regulation field, underscoring that insufficient real-world training led to harmful outputs.

(See sources ([15] WWW. bloomberg.com).)
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https://apnews.com/article/bebc898363f2d550e1a0cd3c682fa234#:~:text=Success%20for%20AI,3%20from%20other%20nearby
https://apnews.com/article/bebc898363f2d550e1a0cd3c682fa234#:~:text=Success%20for%20AI,3%20from%20other%20nearby
https://apnews.com/article/bebc898363f2d550e1a0cd3c682fa234#:~:text=Success%20for%20AI,3%20from%20other%20nearby
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=As%20it%20turns%20out%2C%20these,employees%20will%20now%20be%20rehired
https://apnews.com/article/bebc898363f2d550e1a0cd3c682fa234#:~:text=Success%20for%20AI,3%20from%20other%20nearby
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=Australia%27s%20Commonwealth%20Bank%20has%20provided,employees%20will%20now%20be%20rehired
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=Australia%27s%20Commonwealth%20Bank%20has%20provided,employees%20will%20now%20be%20rehired
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=The%20%27backflip%27
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=However%2C%20the%20AI%20bot%20wasn%27t,and%20apologized%20to%20the%2045
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=One%20staffer%20has%20opted%20not,protect%20people%27s%20jobs%2C%20people%27s%20rights
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=As%20it%20turns%20out%2C%20these,employees%20will%20now%20be%20rehired
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=However%2C%20the%20AI%20bot%20wasn%27t,and%20apologized%20to%20the%2045
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=However%2C%20the%20AI%20bot%20wasn%27t,and%20apologized%20to%20the%2045
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=The%20%27backflip%27
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=,related%20job
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=That%20being%20said%2C%20CommBank%20is,personalized%20services%27%20for%20its%20customers
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=The%20%27backflip%27
https://www.techradar.com/pro/now-thats-an-embarassing-u-turn-bank-forced-to-rehire-human-workers-after-their-ai-replacement-fail-to-perform#:~:text=The%20%27backflip%27
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=However%2C%20the%20AI%20bot%20wasn%27t,and%20apologized%20to%20the%2045
https://www.itpro.com/business/business-strategy/australias-biggest-bank-cut-staff-for-ai-then-it-backtracked-and-its-one-of-many-scrapping-plans-for-automated-customer-support-teams#:~:text=However%2C%20the%20AI%20bot%20wasn%27t,and%20apologized%20to%20the%2045
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=The%20agency%20relied%20on%20an,Trump%27s%20mass%20deportation%20agenda%2C%20with
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=The%20agency%20relied%20on%20an,Trump%27s%20mass%20deportation%20agenda%2C%20with
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=tests,to%20NBC%20News%20on%20condition
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=of%20anonymity%20because%20they%20were,before%20the%20error%20was%20discovered
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=The%20agency%20relied%20on%20an,Trump%27s%20mass%20deportation%20agenda%2C%20with
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=The%20agency%20relied%20on%20an,Trump%27s%20mass%20deportation%20agenda%2C%20with
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=tests,to%20NBC%20News%20on%20condition
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=The%20agency%20relied%20on%20an,Trump%27s%20mass%20deportation%20agenda%2C%20with
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=The%20agency%20relied%20on%20an,Trump%27s%20mass%20deportation%20agenda%2C%20with
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=tests,to%20NBC%20News%20on%20condition
https://www.thedailybeast.com/ice-barbies-recruitment-blitz-hit-by-embarrassing-tech-error/#:~:text=tests,to%20NBC%20News%20on%20condition
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=Mary%20Louis%27%20excitement%20to%20move,it%27s%20screening%20products%20that%20the
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=The%20lawsuit%20alleged%20SafeRent%27s%20algorithm,scores%2C%20attributable%20to%20historical%20inequities
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=When%20Louis%27%20application%20was%20denied%2C,didn%27t%20know%20her%2C%20she%20said
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=When%20Louis%27%20application%20was%20denied%2C,didn%27t%20know%20her%2C%20she%20said
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=The%20lawsuit%20alleged%20SafeRent%27s%20algorithm,scores%2C%20attributable%20to%20historical%20inequities
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=algorithm%20or%20AI%20is%20not,taking%20care%20of%20her%20granddaughter
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=Mary%20Louis%27%20excitement%20to%20move,it%27s%20screening%20products%20that%20the
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=The%20lawsuit%20alleged%20SafeRent%27s%20algorithm,scores%2C%20attributable%20to%20historical%20inequities
https://apnews.com/article/1bc785c24a1b88bd425a8fa367ab2b23#:~:text=The%20lawsuit%20alleged%20SafeRent%27s%20algorithm,scores%2C%20attributable%20to%20historical%20inequities
https://apnews.com/article/c7e14de837aa65dd84f6e7ed6cfc4f4b#:~:text=2024,Google%20to%20temporarily%20remove%20the
https://apnews.com/article/c7e14de837aa65dd84f6e7ed6cfc4f4b#:~:text=2024,Google%20to%20temporarily%20remove%20the
https://apnews.com/article/33060569d6cc01abe6c63d21665330d8#:~:text=2024,helpful%20overviews%2C%20was%20met%20with
https://www.techradar.com/computing/artificial-intelligence/googles-ai-overviews-are-often-so-confidently-wrong-that-ive-lost-all-trust-in-them#:~:text=2025,While%20intended%20to
https://apnews.com/article/33060569d6cc01abe6c63d21665330d8#:~:text=2024,helpful%20overviews%2C%20was%20met%20with
https://www.techradar.com/computing/artificial-intelligence/googles-ai-overviews-are-often-so-confidently-wrong-that-ive-lost-all-trust-in-them#:~:text=2025,While%20intended%20to
https://apnews.com/article/33060569d6cc01abe6c63d21665330d8#:~:text=2024,helpful%20overviews%2C%20was%20met%20with
https://apnews.com/article/c7e14de837aa65dd84f6e7ed6cfc4f4b#:~:text=2024,Google%20to%20temporarily%20remove%20the
https://apnews.com/article/c7e14de837aa65dd84f6e7ed6cfc4f4b#:~:text=2024,Google%20to%20temporarily%20remove%20the
https://www.bloomberg.com/view/articles/2018-08-24/ibm-s-watson-failed-against-cancer-but-a-i-still-has-promise#:~:text=IBM%E2%80%99s%20Watson%20Hasn%27t%20Beaten%20Cancer%2C,24%2C%202018%20at%203%3A00%20PM
https://www.bloomberg.com/view/articles/2018-08-24/ibm-s-watson-failed-against-cancer-but-a-i-still-has-promise#:~:text=IBM%E2%80%99s%20Watson%20Hasn%27t%20Beaten%20Cancer%2C,24%2C%202018%20at%203%3A00%20PM
https://www.bloomberg.com/view/articles/2018-08-24/ibm-s-watson-failed-against-cancer-but-a-i-still-has-promise#:~:text=IBM%E2%80%99s%20Watson%20Hasn%27t%20Beaten%20Cancer%2C,24%2C%202018%20at%203%3A00%20PM
https://www.bloomberg.com/view/articles/2018-08-24/ibm-s-watson-failed-against-cancer-but-a-i-still-has-promise#:~:text=IBM%E2%80%99s%20Watson%20Hasn%27t%20Beaten%20Cancer%2C,24%2C%202018%20at%203%3A00%20PM
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=enterprise-ai-rollout-failures-causes-and-case-studies.pdf
https://intuitionlabs.ai/articles/enterprise-ai-rollout-failures?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=enterprise-ai-rollout-failures-causes-and-case-studies.pdf
https://intuitionlabs.ai/?utm_source=pdf&utm_medium=document&utm_campaign=article&utm_content=enterprise-ai-rollout-failures-causes-and-case-studies.pdf
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Organization |

Industry | Use Case What Happened (Failure Mode + Impact) References
Company

In 2025, Atlassian cut 150 support jobs, sparking rumors it was replacing them with Al. The company insisted
the reductions were due to improved product self-service (with “Al embedded” in forms) and not direct Al

[76]

replacement ( WWW. ith’O .COIM). Nevertheless, Atlassian’s comms caused controversy (a prefaced
[77]

video announcement, confusion over roles ( vvvvvv.itpro.com)). Though not a direct failure of an Al [76] [78]
©

mPro (-1 WWW.ITPro.comy

tool, this illustrates misali in ing about Al: companies linking staffing decisions to Al invite
Support Automation) 76 A
backlash, especially if motives or outcomes are unclear ([ ] WWW.Ith’O.COm). It also reflects the WWW. |tp|o.com)

[78]

Atlassian

broader trend of Al-related workforce changes (Intuit cut 1,800, Cisco 6,000 with Al as motivator ('

vvvvw.itpro.com)). The key tak is that itioning to Al support workflows

requires careful communication and genuine capability gains, or it erodes trust.

Klarna (BNPL lender) once claimed Al could handle 700 support agents’ work. By 2025, it reversed that claim,

rehiring human agents for higher-tier service (179J WWW. Itpl’O.COm). The retreat admitted consumers
i 80 . [79] i [82]
Fintech (Customer will “opt for basic, Al-powered support or premium human service” (I ! WWW.ILPro.com). This case ITPro ( WWW.Itpro.com ¢

Support Al)

Klarna
illustrates that over-reliance on Al for front-line roles can erode service quality, forcing a hybrid model. WWW. itp ro.comy
Surveys show Klarna’s choice is common: about half of companies plan to backtrack on Al customer-agent

[81]

replacements by 2027 ( WWW.itpro.com.

*Note: The IBM Watson case provides historical context (outside the 2023—2026 window) on large-scale Al failure.

This collection of case studies underscores common failure modes: misunderstanding the technology’s limits and
mismanaging the people and processes around it. For instance, McDonald's and CBA demonstrate how exceeding
an Al system’s narrow capabilities (voice recognition, basic chatbot responses) resulted in recompense (ending the pilot,
rehiring staff) rather than gains. The ICE and SafeRent episodes show that poorly defined objectives and data features
(oversimplified keywords vs nuanced qualifications) lead to dangerous misclassifications. Even when products
“technically work,” as Atlassian’s case suggests, without proper alignment they generate resentment.

Table 2: Summary of Al Rollout Case Studies

Company/Organization Industry Al Use Case Failure Mode & Impact Key Factors/Causes
. . . Frequent order errors (misheard accents, adding wrong items), customer backlash, Overhyped capability; inadequate
N Al voice ordering at drive- 3 )
McDonald’s (with IBM) Fast Food 1h [5] testing on accents/dialects; Ul
ru il
pilotended (" ApNEWS.COM). fragility
[6]
Commonwealth Bank of . Customer service chatbot Misreported call reductions; 45 jobs cut then reinstated; PR crisis and apology ( Data/metrics misrepresentation;
inance
Aus. (CBA) “Bumblebee” ~ [71 . rushed staff cuts; poor change mgmt
www.techradar.com ¢! www.itpro.comy.
Al flagged unqualified applicants as “trained officers” (by keywords), causing
Al resume vetting for law . - [8] Naive keyword algorithm; lack of
ICE (US DHS) Government ) misplacements; program halted, retraining commenced ( o
enforcement candidates human oversight; urgent timeline
www.thedailybeast.com.
) . Discriminatory scoring: failed to account for vouchers, penalized minority applicants; Biased training data; lack of faimess
SafeRent Solutions Property Tenant screening algorithm [49] o - )
$2.2M settlement & product rollback ( apnews.com,. validation; no impact review
N Al-generated search result “Cats on the moon"” hallucination, false info led to public trust issues; iterative fixes ‘Overt?ovmidence in LLM UUtPU‘SE
Google Search (Gemini) Tech/Web . [74] [73] insufficient fact-checking; oversight
summaries needed ( apnews.comy apnews.com,. gap
Al-embedded support Staff cuts announcement tied to Al, causing pushback; company met with speculation ~ P0or communication; mixed
Atlassian Software [76] . messaging on Al's role; stakeholder
contact form and had to clarify role of Al ( www.itpro.com). distrust
Planned to reduce 700 support agents via Al, but scaled back and rehired humans Low customer satisfaction;
Al for customer support
Klarna Fintech . [79] . impractical service cuts; hybrid
reduction ( www.itpro.com).
strategy
Widely-publicized inaccuracy in real cases, inability to generalize from training data,
15 2
IBM Watson for Oncology Healthcare Al system for cancer leading to project failure (acknowledged ~$48B loss) ([ ] Data limitations; unrealistic
(2011-18) treatment recommendations expectations; domain complexity
www.bloomberg.com.
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Data-Driven Analysis of Al Rollout Outcomes

Numerous studies and surveys corroborate the experience that many enterprise Al projects fail to deliver expected value.
MIT’s NANDA report (drawn from 150 interviews and analysis of 300 deployments) famously found 95% of Generative
Al projects had “little to no measurable” impact on profit and loss (*/ www.tomshardware.com). Importantly, the
study identified workflow integration gaps—not model flaws—as the main culprit: generic Al tools like ChatGPT simply
“do not adapt to existing workflows” (*“! www.tomshardware.com). Similarly, Forrester research indicates that even among
high-adoption companies, only a fraction meet their ROI goals: only 12.5% of CEOs said Al brought both cost and
revenue benefit (*° www.itpro.com). Concomitantly, these analysts note that successful cases often involved tightly
focused pilots (one clear “pain point”), executed well with specialist partners (°*! www.tomshardware.com), while broad
“scattershot” approaches floundered.

Empirical surveys underscore the organizational failures behind these stats. Forrester’s April 2026 study pointed out
that many firms lack “Al understanding” and adopt in silos (***
“Al urgency is at an all-time high, but too many businesses are paralyzed by a lack of understanding and siloed adoption”

(“®Fwwitpro.com). The survey also revealed that customer-centric strategies (focusing on user value) correlate with

www.itpro.com). As Sharyn Leaver of Forrester told /tPro:

success, whereas “productivity gains are incremental” otherwise (°*/ www.itpro.com). Notably, companies with top-down
leadership on Al and with explicit Al skill requirements in hiring were more likely to report positive outcomes (I°7!

www.itpro.com) (18 www.itpro.com).

On the cost side, economists warn of hidden pitfalls. The token-based pricing of large language model (LLM) APIs can
produce wildly variable bills. A recent arXiv study (Nov 2025) found that tiny changes in prompt phrasing (e.g. politeness
vs directness) systematically altered output token counts, leading to unpredictable charges (°* arxiv.org) (1°°
arxiv.org). This phenomenon has concrete business implications: the study estimated that if all users submitted “non-
polite” prompts, one model provider could gain an extra $11M/month solely from incrementally higher token usage (°”
arxiv.org). For enterprises, that means budgeting is complex—businesses “have limited control” over a cost driver
determined by model behavior (°* arxiv.org) (°°! arxiv.org). Despite this, most companies had no transparency on such
costs, eroding trust in enterprise Al economics.

The regulatory environment contributes further constraints. The European Union’s landmark Al Act (rolling into effect in
2025) and its associated Codes of Practice are compelling companies to re-evaluate Al deployments. From August 2025
onwards, corporations using any “general-purpose Al” will face strict requirements on transparency, security, and risk
assessment (°° www.itpro.com). The EU regulations carry heavy penalties (up to 7% of global revenue for non-
compliance (°“ www.itpro.com) (%) vww.itpro.com)). Even though the Code is voluntary, analysts warn enterprises will feel
the enforcement impact: “any company using genAl models... will feel the impact of these requirements on their... risk
management practices” (°“! vwww.itpro.com). In practice, this means that failed rollouts (or Al-driven issues) now risk legal
and reputational fallout beyond simple business cost.

Statistics on changes in workflow productivity are also telling. An Atlassian report found that developers using Al
coding assistants saved ~10 hours/week, yet organizational inefficiencies meant developers still felt overworked (I
www.itpro.com). Conversely, Atlassian’s 2025 customer service cuts (disclaiming Al replacement) and the Commonwealth
Bank’s reversals reflect data showing half of companies are now backtracking on Al-based staff cuts (“*) www.itpro.com).
In fact, one ITPro analysis cites research: a third of tech leaders admitted regretting earlier staff cuts for Al, and 55%
conceded they were too hasty (“*! www.itpro.com). These numbers illustrate how employee and cultural factors tangibly

impair Al success: misjudging human roles in Al processes directly reduces productivity.

Overall, the data paints a clear picture: corporate Al adoption is alive but fraught. While technology steadily improves,

organizational readiness lagged. In the words of Microsoft's Al chief Petraeus, “businesses have been served a sales

90]

pitch long past its expiration date” by some Al tools (°°! www.techradar.com). Only those firms that adapted by building

strong data foundations, aligning with clear strategy, and meeting governance hurdles were in the ~5% success club the

83]

MIT researchers identified (°*) www.tomshardware.com) (' www.itpro.com).
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Multiple Perspectives on Al Rollouts

Management/Executive Perspective: C-level and business leaders bore the brunt of accountability. Many saw Al as an
“existential” strategic issue (°°/ www.techradar.com). In practice, boards and executives often became frustrated by the
slow ROI. Reports indicate growing disillusionment at C-suites: executives lamented that promised efficiencies did not
materialize (*) www.itpro.com). Some reacted by tightening oversight; for example, Meta publicly criticized Europe’s Al
rules and refused voluntary guidelines (arguing regulatory scope exceeded the law) (°*/ www.itpro.com). Others pivoted to
emphasize Al's augmentative role rather than replacement (e.g. JPMorgan’s “Z =& (FX trader’s assistant)” approach
[context not in sources]). Across industries, a consistent executive insight emerged: Al must be treated as an
enterprise application, with enterprise-grade rollout plans, just like ERP or CRM (°°! www.techradar.com). Leaders are
now increasingly hiring consultants and Al Chiefs of Staff to handle implementation nuances.

TechnicalllT Perspective: IT departments faced the hard reality of integration. Early adopters often lamented that Al
pilots were “slick demos” but lacked robust enterprise engineering. Those in engineering roles identified memory, GPU
demand, and network bottlenecks—issues often glossed over by management (1! www.techradar.com). Many pointed out
that failing to plan scalable infrastructure (GPUs, data pipelines) meant prototypes could not go into production. As one
TechRadar expert emphasized, “no-one wants to be running a cloud native migration at the same time” as an Al rollout
([951 www.techradar.com). In essence, IT had to de-risk the projects, but budget shock often cut off resources midstream.
Security teams in particular found themselves scrambling; with rules on data localization, they often had to “lock down”
systems, which further complicated data access for Al (°°) vwww.techradar.com) (°/) www.itpro.com).

Employeel/User Perspective: Many employees experienced Al rollouts as stress and uncertainty. Frontline staff saw
colleagues replaced or tools changed overnight. Customer service agents (in banking or retail) often complained their
calls were “shoved” to bots first, with unsatisfying outcomes (°°/ www.techradar.com). As one Australian union official said,
staff expected to be part of the change, “not replaced by it" ((°°) vwww.itpro.com). In hiring and HR processes, candidates
and recruiters found Al-driven decisions opaque. For instance, job applicants likening Al interviews to “dating a robot” (*“!
time.com) report feeling dehumanized. On the other hand, employees who had to manage Al tools (like the CBA tester
Kathryn Sullivan) noted the irony of training a system that ultimately displaced her (°°) wvw.itpro.com). In short, from the
ground up, Al often intensified workload and anxiety unless accompanied by clear guidance and support.

Regulatory/Legal Perspective: Regulators have viewed enterprise Al incidents as signals. Cases like SafeRent’s
settlement or ICE’s flaw have spurred lawmakers to propose stricter Al accountability laws (though many bills stalled).
The EU Al Act's early provisions (effective Feb 2025) already banned certain high-risk uses (facial recognition, etc.) (*°"!
www.itpro.com). Its coming deadlines forced enterprises to audit usage: companies realized that an “Al experiment”
outside compliance could trigger fines. Privacy regulators began to scrutinize if companies properly anonymized training
data, as Microsoft's Recall concerns illustrated (“° www.axios.com). The consensus among regulators is reflected in
Forrester’s warning: “the Al Act is... the only realistic option of trustworthy Al and responsible innovation,” and firms
should heed it (*°*! www.itpro.com).

Society | Market Perspective: Public sentiment has cooled on corporate Al promises. Media coverage pivoted from Al

marvels to Al failures, exploiting notable incidents (e.g. Tesla Autopilot lawsuits (%

apnews.com), though outside this
report’s scope) as cautionary tales. According to technology analysts, we are now witnessing an “Al bubble” analogous to
the dot-com era, where overvaluation precedes correction (% vy windowscentral.com). Investors reacted to MIT’s
failure stat by pulling about $1 trillion from Al-focused stocks (*°*) www.windowscentral.com). Conversely, there's now
burgeoning niche demand for governance and audit tools. Mix of perspective: while productivity tools (Atlassian’s
makers) still promote Al features (saving developer hours (“° www.itpro.com)), companies across sectors are publicly

warning not to trust “confident but wrong” Al answers without human checks ("*/ www.techradar.com) ("% apnews.com).

Collectively, these perspectives reinforce that “Al gone wrong” is rarely due to simplistic machine error alone, but the
confluence of overconfidence, poor alignment, and sociotechnical factors.
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Implications and Future Directions

The litany of Al rollout misfires carries critical implications for how enterprises should approach Al moving forward, and for
the broader Al ecosystem’s trajectory.

Stronger Integration and Platforms: Analysts stress that success will come from deeper integration into systems and
data flows (*°! www.techradar.com) (°°) www.techradar.com). Future enterprise Al is likely to be less about building novel
models from scratch and more about platforms that embed Al “within the work”. For example, successful deployments
might see LLM-powered assistants that can read CRM records, ERP tables, and help-desk tickets seamlessly in one
query (%) v techradar.com). This means future Al initiatives will need robust APIs and data warehouses designed for Al
consumption. The upcoming wave of startups and vendors is already focusing on this integration layer — “intelligence

grounded in connected systems of record” is the new criteria (%) www.techradar.com) (M%) v techradar.com).

Governance and Ethics as Core: The EU steps and some U.S. directives (NIST Al rounds, FDA guidelines) signal that
ethical Al is now mandatory, not optional. Enterprises must invest in documentation (model cards, data provenance)
and monitoring just like any critical IT system. The financial and reputational cost of ignoring these issues is rising. A 7%
turnover fine (e.g. Google would owe $4B) is no longer hyperbole (°“ www.itpro.com). As Meta’s response illustrates,
large players may spin compliance as “overreach,” but ultimately global insurers and governments will drive standards.
Companies will embed human oversight (“human-in-the-loop”), fail-safe checks, and auditing from the start. For example,
one pipeline for future success is “continuous monitoring”: live oversight of model outputs, bias-detection algorithms, and

incident response drills.

Revised Costs and ROI Expectations: Organizations are learning to account for ongoing costs of Al. Rather than one-
off licensing, budgets will include variable computing, model retraining, and maintenance. As the arXiv study shows, even

user behavior (prompt styling) can swing billions in costs (*°

arxiv.org). Enterprises must either design around static
pricing (e.g. on-prem solutions) or develop prompt governance to manage variable usage. CFOs are likely to demand
granular ROI forecasts and to treat Al projects as marathon investments. Indeed, TechRadar experts note the journey is
107]

“a marathon, not a sprint” (*°’) www.techradar.com). The corollary is that pilots will become longer and better funded, with

metrics tied to actual outcomes (customer retention, savings, revenue increase) rather than usage stats.

Talent and Culture Transformation: The people aspect of Al deployment is here to stay. Businesses will recognize that
skilling and defining roles is just as important as selecting a model. We expect to see more Al councils, cross-
disciplinary teams, and training programs — as recommended by experts ("°% www.techradar.com) (*°% vww.itpro.com). In
some sectors, entire new roles (Al ethicist, data whisperer, etc.) will arise. Success stories often share that job roles
evolved (e.g. service staff becoming “Al supervisors” rather than being cut). Moreover, the pushback on mass layoffs
suggests the era of ruthless headcount slashing in favor of “bots” is diminishing (\°*) www.itpro.com). By late 2026, it will be
a red flag for investors if a company justifies investments solely on headcount reduction.

Focus on Incremental and Hybrid Models: Given the mixed results, the 20% of successful adopters demonstrate a
middle path: incremental Al augmentation, not wholesale replacement. For example, Klarna's new model (basic Al w
option of human), or CBA's pivot to fraud detection (where Al assists a human) reflect this principal. We foresee
frameworks emerging for human+Al teams, taking advantage of Al for rote tasks but preserving human oversight for the
nuance. In this hybrid paradigm, predictive models might handle low-level Q&A, while complicated issues “escalate” to
human agents with Al support. Al adoption may become more sophisticated, e.g. Al for Discovery (finding trends) but not
Automating Critical Judgment yet.

Vendor and Ecosystem Evolution: The mixed outcomes will push enterprises toward specialized vendors and
consultants, not “big tech platforms alone.” As [10] noted, companies succeeded more often when partnering with
specialized Al providers (2/3 success) than relying on in-house teams (1/3) (** vww.tomshardware.com). Going forward,
firms may prefer best-of-breed Al modules (for search, for finance, for vision) that are pre-integrated for certain industries.
Alikely trend is industry-specific LLMs (as SAP did with tabular data ("' www.axios.com)) or compliance-aware
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models. The Al tooling market will thus likely diversify: we already see this with startups offering APl management,
prompt engineering frameworks, and Al governance platforms.

Regulatory and Social Implications: Public trust and legal norms will redefine how enterprise Al is rolled out. Early
failures have awakened attention to the accountability of Al outcomes in business. We may see increased litigation or
regulation around Al transparency. The housing discrimination case sets precedent: companies can now be held liable for

2 apnews.com). Similarly, a high-profile corporate

“algorithmic harm” even if the decision was nominally human-made ('
error (e.g. mislabeled financial advice leading to loss) could spark class actions or government probes. Thus, enterprises
must prepare for legal scrutiny: audits of Al models and documentation of decision processes will likely become industry

standards (much like financial audits).

Opportunities Arising: The sobering lessons also bring opportunity. Enterprises that address these issues effectively
can gain a competitive edge. The 5% success stories hint at this. Companies that focused Al on high-impact use-cases
(like reducing manual processes, not just flashy chatbots) saw ROI. For example, an Australian bank reportedly used
GenAl to accelerate software testing, improving release cycles—demonstrating a practical win () www.techradar.com).
Similarly, in pharma, Al was applied to compliance auditing, significantly improving efficiency (" www.techradar.com).
These wins came from combining Al with domain expertise, and by measuring improvements in quality and time saved,
not just “Al adoption rate.” Going forward, we expect industry case studies and best-practice frameworks (from leaders
like MIT or BCG) to guide this purposeful deployment.

Conclusion

By April 2026, enterprise Al is at a crossroads. Years of investment have proven something important: Al can falter in the
field just as much as in the lab. This report has documented the multifaceted reasons why many past deployments have
“gone wrong”: unaligned goals, immature data, technical constraints, cultural resistance, and oversight failures (see
Tables 1 and 2). Each of these could have been anticipated, and indeed, analysts had warned about most of them. The
result has been that many organizations find themselves at a “trough of disillusionment,” where hype has met homegrown
reality.

However, this period is also an opportunity to reset. Lessons from failures are now abundantly clear—many pioneered by
necessity. Enterprises are beginning to internalize that Al is not a magic black box but a new layer that must be (1)
integrated, (2) governed, (3) fully planned for, and (4) centered on real business needs. The data suggests the future is
one where Al initiatives mature from ad-hoc pilots to considered digital transformations. Crucially, the pathway forward
relies on bridging the gap between emerging Al capabilities and foundational enterprise readiness (data, cloud, talent).

In sum, what went wrong in prior rollouts underscores what must go right next. With deliberate strategy, transparent ROI
modeling, cross-functional coordination, and robust governance, many of the pitfalls can be avoided. The Al industry itself
is responding: platforms are emerging to handle integration, explainability toolkits are being refined, and regulatory
frameworks are tightening. If enterprises align their ambition with discipline and prudence—learning from peers’ mistakes
—they can still achieve the productivity and innovation promised by Al. The stories of missteps are not dead ends but
warnings: the next wave of Al deployments must heed them to succeed.

References: Extensive citations to leading research, news, and expert analyses have been provided throughout. Key
sources include industry news (AP News, Axios, Tom’s Hardware, ITPRO, TechRadar, etc.), academic studies (MIT
NANDA report, arXiv papers), and credible think-tank outputs. All factual claims and quotes above are supported by these
sources (I** www.techradar.com) (! www.tomshardware.com) (% apnews.com) (8! www.thedailybeast.com) (“®! apnews.com)

(251 www.techradar.com) (1 www.techradar.com) (83! www.itpro.com), among others.
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IntuitionLabs - Industry Leadership & Services

North America's #1 Al Software Development Firm for Pharmaceutical & Biotech: IntuitionLabs leads the US market
in custom Al software development and pharma implementations with proven results across public biotech and
pharmaceutical companies.

Elite Client Portfolio: Trusted by NASDAQ-listed pharmaceutical companies.

Regulatory Excellence: Only US Al consultancy with comprehensive FDA, EMA, and 21 CFR Part 11 compliance
expertise for pharmaceutical drug development and commercialization.

Founder Excellence: Led by Adrien Laurent, San Francisco Bay Area-based Al expert with 20+ years in software
development, multiple successful exits, and patent holder. Recognized as one of the top Al experts in the USA.

Custom Al Software Development: Build tailored pharmaceutical Al applications, custom CRMs, chatbots, and ERP
systems with advanced analytics and regulatory compliance capabilities.

Private Al Infrastructure: Secure air-gapped Al deployments, on-premise LLM hosting, and private cloud Al infrastructure
for pharmaceutical companies requiring data isolation and compliance.

Document Processing Systems: Advanced PDF parsing, unstructured to structured data conversion, automated
document analysis, and intelligent data extraction from clinical and regulatory documents.

Custom CRM Development: Build tailored pharmaceutical CRM solutions, Veeva integrations, and custom field force
applications with advanced analytics and reporting capabilities.

Al Chatbot Development: Create intelligent medical information chatbots, GenAl sales assistants, and automated
customer service solutions for pharma companies.

Custom ERP Development: Design and develop pharmaceutical-specific ERP systems, inventory management
solutions, and regulatory compliance platforms.

Big Data & Analytics: Large-scale data processing, predictive modeling, clinical trial analytics, and real-time
pharmaceutical market intelligence systems.

Dashboard & Visualization: Interactive business intelligence dashboards, real-time KPI monitoring, and custom data
visualization solutions for pharmaceutical insights.

Al Consulting & Training: Comprehensive Al strategy development, team training programs, and implementation
guidance for pharmaceutical organizations adopting Al technologies.

Contact founder Adrien Laurent and team at https://intuitionlabs.ai/contact for a consultation.
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DISCLAIMER

The information contained in this document is provided for educational and informational purposes only. We make no representations
or warranties of any kind, express or implied, about the completeness, accuracy, reliability, suitability, or availability of the information
contained herein.

Any reliance you place on such information is strictly at your own risk. In no event will IntuitionLabs.ai or its representatives be liable
for any loss or damage including without limitation, indirect or consequential loss or damage, or any loss or damage whatsoever arising
from the use of information presented in this document.

This document may contain content generated with the assistance of artificial intelligence technologies. Al-generated content may
contain errors, omissions, or inaccuracies. Readers are advised to independently verify any critical information before acting upon it.

All product names, logos, brands, trademarks, and registered trademarks mentioned in this document are the property of their
respective owners. All company, product, and service names used in this document are for identification purposes only. Use of these
names, logos, trademarks, and brands does not imply endorsement by the respective trademark holders.

IntuitionLabs.ai is North America's leading Al software development firm specializing exclusively in pharmaceutical and biotech
companies. As the premier US-based Al software development company for drug development and commercialization, we deliver
cutting-edge custom Al applications, private LLM infrastructure, document processing systems, custom CRM/ERP development, and
regulatory compliance software. Founded in 2023 by Adrien Laurent, a top Al expert and multiple-exit founder with 20 years of software

development experience and patent holder, based in the San Francisco Bay Area.

This document does not constitute professional or legal advice. For specific guidance related to your business needs, please consult
with appropriate qualified professionals.

© 2025 IntuitionLabs.ai. All rights reserved.
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