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Data Strategy Emerges as the Make-or-Break 
Factor for AI Success

Executive Summary

New developments in the past week show that effective data strategy is now the decisive factor in 
enterprise AI success. Many AI initiatives are struggling not because of model limitations, but due 
to data quality, integration, and governance issues. Forward-looking companies – and regulators 
worldwide – are focusing on modern data architectures, proprietary data assets, and stricter 
controls as key to unlocking AI’s full business value.

Modern Data Infrastructure: The Key to AI Leadership
In the race for AI-driven performance, a new gulf is opening between companies that have built strong 
data foundations and those that haven’t. A new global survey by BCG reveals that only a small elite – 
about 5% of firms – are “future-built” for AI, capturing outsized value from their investments, while 
roughly 60% of organizations report only minimal gains despite substantial AI spending 
(www.bcg.com [1]). These AI leaders are pulling far ahead – achieving five times the revenue 
increases and three times the cost reductions from their AI initiatives compared to lagging 
competitors (www.bcg.com [2]).

What are these leaders doing differently? They are investing in modern, scalable data infrastructures 
that allow AI to be deployed enterprise-wide without hitting performance bottlenecks. For example, 
more than half of “AI leader” companies (52%) have adopted a hybrid cloud data strategy, versus just 
35% of other organizations (redmondmag.com [3]). This kind of blended approach lets them run AI 
workloads wherever it makes the most sense, combining the flexibility of public cloud with the control 
and compliance benefits of private on-premises systems (redmondmag.com [4]). Successful AI-first 
enterprises are also increasingly relying on cohesive data platforms that span both cloud and on-site 
environments, breaking down silos and enabling advanced AI applications to scale seamlessly across 
the organization (redmondmag.com [5]).

Top executives are recognizing the competitive necessity of these data investments. In a recent Cisco-
sponsored survey, 97% of IT and business leaders said they plan to expand AI use, but 74% admitted 
that outdated data and network infrastructure is already holding back their growth 
(newsroom.cisco.com [6]). Nearly all (96%) also believe that modernizing their technology – often in 
partnership with trusted data platform providers – is critical for future success in the AI era 
(newsroom.cisco.com [7]). The takeaway is clear: to join the ranks of AI leaders, companies must 
double down on building future-ready data architectures today or risk falling behind.

References:
[1] www.bcg.com — https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-
gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment
[2] www.bcg.com — https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-
gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment

https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment
https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment
https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment
https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment
https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment
https://www.bcg.com/publications/2025/are-you-generating-value-from-ai-the-widening-gap#:~:text=built%20companies%20achieve%20five%20times,cost%20gains%20despite%20substantial%20investment


[3] redmondmag.com — https://redmondmag.com/articles/2025/06/20/new-reports-identify-traits-of-enterprise-ai-leaders-and-
laggards.aspx#:~:text=cloud%20computing,premises%20environments%20to%20support
[4] redmondmag.com — https://redmondmag.com/articles/2025/06/20/new-reports-identify-traits-of-enterprise-ai-leaders-and-
laggards.aspx#:~:text=cloud%20computing,premises%20environments%20to%20support
[5] redmondmag.com — https://redmondmag.com/articles/2025/06/20/new-reports-identify-traits-of-enterprise-ai-leaders-and-
laggards.aspx#:~:text=combining%20the%20flexibility%20of%20public,approaches%20of%20the%20studies%20are
[6] newsroom.cisco.com — https://newsroom.cisco.com/c/r/newsroom/en/us/a/y2025/m06/cisco-research-a-major-infrastructure-shift-
is-underway-ai-could-double-the-strain-or-solve-
it.html#:~:text=Cisco%E2%80%99s%20recent%20research%20shows%20CEOs,based%20on%20a%20survey%20of
[7] newsroom.cisco.com — https://newsroom.cisco.com/c/r/newsroom/en/us/a/y2025/m06/cisco-research-a-major-infrastructure-shift-
is-underway-ai-could-double-the-strain-or-solve-
it.html#:~:text=on%20their%20CIO%20or%20CTO,key%20findings%20from%20Cisco%E2%80%99s%20Networking

Data Quality & Governance: AI’s Hidden Bottleneck
The biggest obstacles to AI success are often not technical at all – they boil down to data quality, 
organization, and governance. Multiple studies confirm that most AI projects don’t falter because of 
model shortcomings; they fail because the data behind the AI is incomplete, unclean, or poorly 
managed (www.bain.com [1]). As one blunt industry analysis put it, “data quality kills more projects 
than any algorithm flaw” (www.valuebound.com [2]) – a hidden crisis that is coming to the forefront as 
AI initiatives scale up.

For example, an MIT Sloan study reports an astonishing 95% of AI projects fail to deliver on their 
promises (www.forbes.com [3]). The primary reason is that only a tiny fraction of a typical enterprise’s 
information is truly “AI-ready” – meaning organized, accurate, and up-to-date enough for effective 
model training (www.forbes.com [4]). One Gartner analysis estimated that poor data quality costs 
businesses about $12.9 million per year and is responsible for 40% of all failed business initiatives 
(www.forbes.com [5]). In healthcare, an estimated 72% of AI projects have failed to achieve their 
objectives due to weak data governance – medical data is trapped in silos and incompatible formats, 
so algorithms simply can’t get reliable inputs (www.healthittek.com [6]) (www.healthittek.com [7]).

On the flip side, organizations that have their data house in order are seeing AI projects thrive. Some 
of the most impressive AI breakthroughs today are coming from using better data rather than more 
complex models. In one case, a small analytics firm outperformed leading economists in forecasting 
inflation by blending high-quality, diverse data sources (including real-time consumer trends and 
commodity prices) into its machine learning models (www.forbes.com [8]). The firm’s CEO stressed 
that the critical breakthrough wasn’t a bigger algorithm at all – it was the incorporation of domain 
expertise and representative, quality data so the AI’s predictions would “reflect 
reality” (www.forbes.com [9]) (www.forbes.com [10]). The lesson is clear: improving data quality, 
completeness, and governance can determine whether AI initiatives succeed or stall.
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Proprietary Data as a Competitive Moat
Facing these data challenges, companies are turning their information into an advantage by treating it 
as proprietary intellectual property. Leading organizations regard their accumulated data – from 
customer behavior and transactions to internal processes – as strategic capital that can fuel AI 
innovations and differentiate them in the market (www.bain.com [1]). They are investing in “reusable 
data products” with clear ownership, integrating data from across silos, and implementing rigorous 
governance so that their AI systems can trust and easily access high-value information from a single 
source of truth (www.bain.com [2]).

This shift reflects a new competitive reality: data has become the key to sustaining an edge in the AI 
era. In a recent global survey, 78% of Chief Data Officers said exploiting proprietary data is now a top 
strategy to outpace competitors (newsroom.ibm.com [3]). As advanced AI models become widely 
accessible to all, the unique datasets and historical knowledge within an organization are increasingly 
seen as the hardest-to-replicate asset – acting as a data moat that protects the business. Companies 
are beginning to identify which data assets are truly unique and critical for their future, and they are 
doubling down on protecting and exploiting those crown jewels (www.bain.com [4]).

C-suite data leaders are also addressing the gap between AI ambitions and data readiness. Many 
report that while data strategy is finally being woven into overall technology roadmaps (81% of 
organizations, up from just 52% in 2023), only 26% are fully confident that their data is prepared to 
support new AI-driven revenue streams (newsroom.ibm.com [5]). Nearly half of CDOs also say a lack 
of advanced data skills in their workforce is now a major challenge (up from 32% two years ago) 
(newsroom.ibm.com [6]). These realities are reshaping the CTO/CDO agenda, pushing leaders to 
prioritize data quality initiatives, modern data platform upgrades, and talent development in data 
management. By doing so, enterprises can turn what was once a data bottleneck into a source of 
sustained competitive advantage.
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Next-Gen Data Architecture: From Lakehouse to Real-Time AI
The past week brought fresh evidence that AI’s hunger for data is spurring a renaissance in 
enterprise data architecture. Analysts predict that by the end of 2026, 40% of large-scale applications 
will embed AI assistants or agents, yet most current data pipelines were never designed for the speed 
and complexity of these workloads (dataforest.ai [1]). This is accelerating the shift from the old divide 
of data warehouses versus data lakes to modern “lakehouse” designs – unified platforms that 
combine the rigorous management and fast queries of traditional warehouses with the flexibility and 
scale of data lakes, all under one governance framework. By converging previously siloed data stores, 
lakehouse architectures let companies feed AI models with both real-time streams and historical 
datasets without cumbersome integrations or copy delays.
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At the same time, specialized vector databases have risen to prominence as firms grapple with the 
80% of enterprise information that’s unstructured “dark data” (text documents, images, emails, call 
transcripts, etc.) (www.tmcnet.com [2]). These systems store information as numerical embeddings – 
mathematical vectors that encode semantic meaning – enabling lightning-fast similarity search 
through vast troves of text and media. This capability has quickly moved from experimental to mission-
critical: retrieval-augmented generation (RAG) has become a dominant AI architecture for grounding 
LLMs in an organization’s own knowledge, and vector databases serve as the core retrieval layer for 
those systems (www.marktechpost.com [3]).

To meet these needs, vendors are rapidly launching new solutions that unify data storage and access 
for AI. Last week, Zilliz – the company behind the Milvus open-source vector database used by over 
10,000 organizations – announced “Vector Lakebase,” a platform that merges a high-performance 
vector search engine with lakehouse-style shared storage (www.morningstar.com [4]) 
(www.morningstar.com [5]). The goal is to offer a single “zero-copy” source where the same corpus of 
data can simultaneously support real-time AI queries, interactive analytics, and even petabyte-scale 
model training – all without creating extra data copies or pipelines (www.morningstar.com [6]) 
(www.morningstar.com [7]). Similarly, startups are tackling the latency problem by processing only 
new or changed data instead of full data reprocessing, enabling millisecond-level updates for AI 
models and breaking the cost and speed limits of traditional batch pipelines (www.tmcnet.com [8]).

Crucially, many next-gen data platforms embrace open standards so enterprises maintain control and 
compliance across diverse environments. By leveraging open table formats and semantic metadata 
layers that capture data lineage and policies, companies ensure their AI systems preserve data 
sovereignty and transparency by design (www.tmcnet.com [9]). In practice, this means an AI 
application can trace the origin of the data it uses, respect jurisdictional restrictions on data, and 
automatically enforce privacy or usage rules – capabilities that reduce risk and build trust in AI-driven 
operations.
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Governance & Ethics: No More Data Shortcuts
Competitive advantage isn’t the only reason to shore up data foundations – regulators and society are 
also raising the bar for AI. Europe has led the way: the European Union’s sweeping AI Act will require 
any “high-risk” AI system (e.g., in hiring, lending, or healthcare) to meet strict standards for data 
transparency, quality, and accountability when it takes effect in August 2026. Penalties for non-
compliance can reach €35 million or 7% of global annual turnover (nextwavesinsight.com [1]). 
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However, a recent survey indicates that 78% of enterprises are not yet prepared to comply with these 
new AI governance requirements (nextwavesinsight.com [2]) – a clear sign that many firms must 
urgently strengthen their data practices.

In addition to government rules, companies are facing pressure to prevent privacy breaches and 
biased AI outcomes. Existing laws like GDPR already impose hefty fines for mishandling personal 
data, and customers now demand greater transparency into how their information is used by AI 
systems. High-profile incidents also underscore the need for rigorous internal controls. For instance, 
after Samsung engineers inadvertently leaked confidential code to a public AI chatbot, the company 
banned employees from using generative AI tools like ChatGPT altogether (www.cyber-gear.ai [3]). 
Such episodes highlight the danger of “shadow AI” – unsanctioned use of AI applications – and the 
importance of strong data governance and employee training to avoid accidental leaks or compliance 
violations.

Across industries, data sovereignty is becoming a board-level concern that directly influences 
architecture choices. Nations from China to Saudi Arabia have introduced laws requiring certain data 
to be stored and processed within their borders. Even in technology hubs like Hong Kong, enterprise 
platforms now emphasize that customers maintain 100% ownership and control of their own data, 
reflecting how critical local compliance has become (www.tmcnet.com [4]). For global enterprises, this 
patchwork of regulations means designing systems that can segregate and monitor data by 
jurisdiction, and thoroughly document AI training data to ensure accountability.

The bottom line: there are no shortcuts around data if businesses want sustainable AI success. 
Whether to unlock real economic value or to meet new legal and ethical obligations, investing in data 
quality, integration, and stewardship has become a strategic imperative. Companies that once saw 
data as mere “tech plumbing” must now treat it as proprietary capital – a long-term asset that will 
determine who thrives in the era of AI.
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Key Statistics

•  Up to 95% of AI projects fail to deliver on their promises ([www.forbes.com](https://
www.forbes.com/sites/garydrenik/2025/10/15/why-95-of-ai-projects-fail-and-how-better-data-can-
change-that/#:~:text=predictive%20systems%20are%20keeping%20vital,structured%2C%20and%2
0timely%20enough%20with)).

•  Poor data quality costs businesses about $12.9 million annually, contributing to 40% of failed 
business initiatives ([www.forbes.com](https://www.forbes.com/sites/garydrenik/2025/10/15/why-95-
of-ai-projects-fail-and-how-better-data-can-change-that/#:~:text=incomplete%2C%20biased%2C%2
0or%20stale%20datasets%2C,to%20AI%20trustworthiness%20as%20the)).

•  78% of surveyed Chief Data Officers say leveraging proprietary data is a top strategic priority 
for market differentiation ([newsroom.ibm.com](https://newsroom.ibm.com/2025-11-13-ibm-study-
chief-data-officers-redefine-strategies-as-ai-ambitions-outpace-readiness#:~:text=Outpace%20Read
iness%20,of%20respondents%20identify%20advanced%20data)).

•  Only 26% of CDOs are confident their data is ready to support new AI-enabled revenue 
streams ([newsroom.ibm.com](https://newsroom.ibm.com/2025-11-13-ibm-study-chief-data-officers-
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redefine-strategies-as-ai-ambitions-outpace-readiness#:~:text=widening%20gap%20between%20AI
%20ambition,reach%2C%20but%20success%20depends%20on)).

•  EU AI Act enforcement begins August 2026, with fines up to €35 million or 7% of global annual 
turnover for non-compliance ([nextwavesinsight.com](https://nextwavesinsight.com/eu-ai-act-
enforcement-enterprise-compliance-2026/
#:~:text=%2A%20Non,turnover%20%E2%80%94%20whichever%20is%20higher)).

KEY TAKEAWAY

For C-level leaders, the message is clear: fix your data or risk AI failure. Modernizing data 
architecture, improving data quality and governance, and leveraging unique data assets are 
now essential to turning AI investments into real ROI – and to meeting growing regulatory 
demands.
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