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Executive Summary
Executive boards are aggressively funding Machine Learning (ML) and 
Artificial Intelligence (AI) deployments to drive operational leverage. 
However, you cannot deploy sophisticated algorithms on top of a 
fragmented, unstructured data swamp. Attempting to bypass rigorous 
data hygiene in favor of rapid AI integration does not scale 
intelligence; it scales systemic risk. To capture actual ROI, leadership 
must halt algorithmic procurement and address the underlying "Data 
Debt" residing in their commercial architecture.



Briefing
The Post-Mortem: A £1.2M Algorithmic Stall

To understand the commercial reality of Data Debt, we must examine 
a localised structural failure.

Consider a mid-tier WealthTech platform that recently attempted to 
automate its middle-office portfolio reconciliation process. The board 
approved a £1.2M capital expenditure to license a top-tier 
foundational LLM and build a proprietary interface. The objective was 
mathematically sound: reduce the human hours required to reconcile 
disparate asset manager reports by 60%, directly widening the 
EBITDA margin.

Six months post-deployment, the initiative was quietly rolled back.

The failure was not the algorithm. The algorithm functioned exactly as 
designed. The failure was structural. The platform's underlying data 
architecture was a fragmented matrix of legacy PDFs, inconsistent 
CRM inputs, and isolated spreadsheets harbouring years of 
unstandardised nomenclature. When the ML model ingested this 
chaotic architecture, the "hallucination" rate spiked to 18%.

Consequently, human analysts had to be reassigned to manually 
override and audit the AI's output. The process ended up taking 15% 
longer than the original, fully manual system. The firm paid £1.2M to 
slow their business down.

They did not have an AI problem. They had a Data Debt crisis.

The Mathematics of "Data Debt"

Data Debt is the compound interest of historical laziness. It is the 
accrued cost of failing to standardise, clean, and govern data at the 
point of entry over the past decade.

When you deploy AI, you trigger a "Margin Penalty" on that debt. 



Algorithms require uniform taxonomies to generate statistical 
certainty. If the machine has to continuously guess context due to 
poor data structuring, the compute cost rises, and the manual 
remediation cost explodes.

Let us calculate the absolute margin impact of unstructured data in 
an automated pipeline:

The Baseline Pipeline:

A firm processes 10,000 client financial health reports monthly.

Scenario A (AI-Ready Architecture): Data is unified and 
structured via robust middleware.

AI Processing Cost: £0.05 per record.
Manual Override Rate: 1% (100 reports requiring 15 minutes of 
analyst time at £40/hr).
Total Monthly Cost: £500 (Compute) + £1,000 (Human 
Override) = £1,500.

Scenario B (Heavy Data Debt): Data is siloed across three legacy 
CRMs with unstructured inputs.

AI Processing Cost: £0.15 per record (tripled compute cost due 
to complex parsing/tokenization).
Manual Override Rate: 18% (1,800 reports requiring 20 minutes 
of analyst time at £40/hr to fix complex hallucinations).
Total Monthly Cost: £1,500 (Compute) + £24,000 (Human 
Override) = £25,500.

By failing to govern their data, the firm in Scenario B is paying a 
1,600% operational premium every single month.

Deconstructing the Architecture

To shift from a state of Data Debt to Institutional Readiness, CTOs and 
Executive Directors must stop viewing data as a byproduct of their 
operations and start treating it as the foundational architecture of 
their enterprise value.
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Standardized, 
centralized data 
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Legacy models turn 
the AI into an 

unreliable "black 
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The Boardroom Mandate: Hygiene Before Intelligence

True commercial strategy requires a rigid sequence of operations. You 
cannot skip the boring work of data governance to get to the exciting 
work of artificial intelligence. I advise boards to implement three 
structural guardrails prior to any algorithmic deployment:

1.  The "Clean Sink" Policy: Enact a hard freeze on procuring new AI 
vendor solutions until a comprehensive data taxonomy has been 
mapped and enforced. If your internal systems do not speak the 
exact same mathematical language, an external LLM cannot save 
you.

2.  Audit the Ingestion Layer: AI should not be used as an expensive 
janitor. Measure the quality of the data before it hits the 
algorithmic layer. If the ingestion data is unstructured, route it to a 



deterministic formatting script, not an LLM.
3.  Appoint a Data Architect, Not Just a Data Scientist: You need 

structural engineering, not just mathematical modeling. The 
executive responsible for AI must also be personally accountable 
for the enterprise's data governance framework.

Algorithms are commodities; your proprietary data is your 
commercial moat. If that moat is polluted, your enterprise value will 
slowly erode under the weight of manual overrides and systemic 
friction. Fix the foundation before you scale the engine.

Mandates & Advisory: Mark Woodruff Consultancy operates 
exclusively on a B2B basis, providing commercial strategy, fractional 
board advisory, AI governance, and executive actuarial oversight for 

financial institutions and scaling SMEs. 

To discuss a specific mandate, contact Mark Woodruff Consultancy 
directly.

Disclaimer: This briefing is for informational and educational purposes 
only. It does not constitute formal regulatory, legal, or specific 

corporate financial advice. Professional engagements are subject to a 
formal letter of agreement.
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