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AI Governance ROI: Can It Be Measured?

Executive Brief Date: October 27, 2025 Status: Research Prototype Seeking Validation Partners

Contact: hello@agenticgovernance.digital

What Problem Are We Solving?

Organizations don't adopt AI governance frameworks because executives can't see ROI.

When a CTO asks "What's this governance framework worth?", the typical answer is:

"It improves safety" (intangible)

"It reduces risk" (unquantified)

"It ensures compliance" (checkbox exercise)

None of these answers are budget-justifiable.

Meanwhile, the costs are concrete:

Implementation time

Developer friction

Slower deployment cycles

Training overhead

Result: AI governance is seen as a cost center, not a value generator. Adoption fails.

What's The Solution?

Automatic classification of AI-assisted work + configurable cost calculator = governance

ROI in dollars.

Every time an AI governance framework makes a decision, we classify it by:

1. Activity Type: What kind of work? (Client communication, code generation, deployment, etc.)

2. Risk Level: How severe if it goes wrong? (Minimal → Low → Medium → High → Critical)
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3. Stakeholder Impact: Who's affected? (Individual → Team → Organization → Client → Public)

4. Data Sensitivity: What data is involved? (Public → Internal → Confidential → Restricted)

Then we calculate:

Cost Avoided = Σ (Violations Prevented × Severity Cost Factor)

Example:

Framework blocks 1 CRITICAL violation (credential exposure to public)

Organization sets CRITICAL cost factor = $50,000 (based on their incident history)

ROI metric: "Framework prevented $50,000 incident this month"

Key Innovation: Organizations configure their own cost factors based on:

Historical incident costs

Industry benchmarks (Ponemon Institute, IBM Cost of Data Breach reports)

Regulatory fine schedules

Insurance claims data

This transforms governance from "compliance overhead" to "incident cost prevention."

What's The Current Status?

Research prototype operational in development environment. Methodology ready for pilot

validation.

What Works Right Now:

✅ Activity Classifier: Automatically categorizes every governance decision ✅ Cost Calculator:

Configurable cost factors, calculates cost avoidance ✅ Framework Maturity Score: 0-100 metric

showing organizational improvement ✅ Team Performance Comparison: AI-assisted vs human-

direct governance profiles ✅ Dashboard: Real-time BI visualization of all metrics
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What's Still Research:

⚠️ Cost Factors Are Illustrative: Default values ($50k for CRITICAL, $10k for HIGH, etc.) are

educated guesses ⚠️ No Industry Validation: Methodology needs peer review and pilot studies

⚠️ Scaling Assumptions: Enterprise projections use linear extrapolation (likely incorrect) ⚠️

Small Sample Size: Data from single development project, may not generalize

What We're Seeking:

🎯 Pilot partners to validate cost model against actual incident data 🎯 Peer reviewers from

BI/governance community to validate methodology 🎯 Industry benchmarks to replace illustrative

cost factors with validated ranges

We need to prove this works before claiming it works.

AI + Human Intuition: Partnership, Not Replacement

Concern: "AI seems to replace intuition nurtured by education and experience."

Our Position: BI tools augment expert judgment, they don't replace it.

How It Works:

1. Machine handles routine classification:

"This file edit involves client-facing code" → Activity Type: CLIENT_COMMUNICATION

"This deployment modifies authentication" → Risk Level: HIGH

"This change affects public data" → Stakeholder Impact: PUBLIC

2. Human applies "je ne sais quoi" judgment to complex cases:

Is this genuinely high-risk or a false positive?

Does organizational context change the severity?

Should we override the classification based on domain knowledge?

3. System learns from expert decisions:

Track override rate by rule (>15% = rule needs tuning)

Document institutional knowledge (why expert chose to override)
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Refine classification over time based on expert feedback

Example: Framework flags "high-risk client communication edit." Expert reviews and thinks: "This

is just a typo fix in footer text, not genuinely risky." Override is recorded. If 20% of "client

communication" flags are overridden, the system recommends: "Refine client communication

detection to reduce false positives."

The goal: Help experts make better decisions faster by automating routine pattern recognition,

preserving human judgment for complex edge cases.

What Does This Enable?

For Executives:

Before: "We need AI governance" (vague value proposition) After: "Framework prevented $XXX in

incidents this quarter" (concrete ROI)

Before: "Governance might slow us down" (fear of friction) After: "Maturity score: 85/100 - we're at

Excellent governance level" (measurable progress)

For Compliance Teams:

Before: Manual audit trail assembly, spreadsheet tracking After: Automatic compliance evidence

generation (map violations prevented → regulatory requirements satisfied)

Example: "This month, framework blocked 5 GDPR Article 32 violations (credential exposure)" →

Compliance report writes itself

For CTOs:

Before: "Is governance worth it?" (unknowable) After: "Compare AI-assisted vs human-direct work

- which has better governance compliance?" (data-driven decision)

Before: "What's our governance risk profile?" (anecdotal) After: "Activity analysis: 100% of client-

facing work passes compliance, 50% of code generation needs review" (actionable insight)

For Researchers:

New capability: Quantified governance effectiveness across organizations, enabling:
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Organizational benchmarking ("Your critical block rate: 0.05%, industry avg: 0.15%")

Longitudinal studies of governance maturity improvement

Evidence-based governance framework design

What Are The Next Steps?

Immediate (November 2025):

1. Validate cost calculation methodology (literature review: Ponemon, SANS, IBM reports)

2. Seek pilot partner #1 (volunteer organization, 30-90 day trial)

3. Peer review request (academic governance researchers, BI professionals)

4. Honest status disclosure (add disclaimers to dashboard, clarify prototype vs product)

Short-Term (Dec 2025 - Feb 2026):

5. Pilot validation (compare predicted vs actual costs using partner's incident data)

6. Compliance mapping (map framework rules → SOC2, GDPR, ISO 27001 requirements)

7. Cost model templates (create industry-specific templates: Healthcare/HIPAA, Finance/PCI-

DSS, SaaS/SOC2)

8. Methodology paper (submit to peer review: ACM FAccT, IEEE Software)

Long-Term (Mar - Aug 2026):

9. Pilot #2-3 (expand trial, collect cross-organization data)

10. Industry benchmark consortium (recruit founding members for anonymized data sharing)

11. Tier 1 pattern recognition (detect high-risk session patterns before violations occur)

12. Case study publications (anonymized results from successful pilots)

What Are The Limitations?

We're being radically honest about what we don't know:

1. Cost factors are unvalidated: Default values are educated guesses based on industry

reports, not proven accurate for any specific organization.
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2. Generalizability unknown: Developed for web application development context. May not

apply to embedded systems, data science workflows, infrastructure automation.

3. Classification heuristics: Activity type detection uses simple file path patterns. May

misclassify edge cases.

4. Linear scaling assumptions: ROI projections assume linear scaling (70k users = 70x the

violations prevented). Real deployments are likely non-linear.

5. No statistical validation: Framework maturity score formula is preliminary. Requires empirical

validation against actual governance outcomes.

6. Small sample size: Current data from single development project. Patterns may not

generalize across organizations.

Mitigation: We need pilot studies with real organizations to validate (or refute) these assumptions.

What's The Strategic Opportunity?

Hypothesis: AI governance frameworks fail adoption because value is intangible.

Evidence:

Technical teams: "This is good governance" ✓

Executives: "What's the ROI?" ✗ (no answer = no budget)

Innovation: This BI toolset provides the missing ROI quantification layer.

Competitive Landscape:

Existing tools focus on technical compliance (code linters, security scanners)

Gap: No tools quantify governance value in business terms

Opportunity: First-mover advantage in "governance ROI analytics"

Market Validation Needed:

Do executives actually want governance ROI metrics? (hypothesis: yes)

Are our cost calculation methods credible? (hypothesis: methodology is sound, values need

validation)

Can this work across different industries/contexts? (hypothesis: yes with customization)
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If validated through rigorous pilots: These tools could become the critical missing piece for AI

governance adoption at organizational scale.

How Can You Help?

We're seeking:

Pilot Partners:

Organizations willing to trial BI tools for 30-90 days

Provide actual incident cost data for validation

Configure cost model based on their risk profile

Document results (anonymized case study)

Expert Reviewers:

BI professionals: Validate cost calculation methodology

Governance researchers: Validate classification approach

CTOs/Technical Leads: Validate business case and metrics

Industry Collaborators:

Insurance companies: Incident cost models

Legal firms: Regulatory fine schedules

Audit firms: Compliance evidence requirements

Feedback on This Brief:

Most importantly: Does this answer "What question? What answer?"

Is the problem/solution clear in simple English?

Does the "AI + Human Intuition" framing address philosophical concerns?

Is the status (prototype vs product) unambiguous?

Contact & Next Steps

To get involved: hello@agenticgovernance.digital
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To learn more:

Website: https://agenticgovernance.digital

Technical documentation: https://agenticgovernance.digital/docs.html

Repository: https://github.com/AgenticGovernance/tractatus-framework

Questions we'd love to hear:

"What would it take to pilot this in our organization?"

"How do you handle [specific industry] compliance requirements?"

"Can you share the methodology paper for peer review?"

"What's the implementation timeline for a 500-person org?"

Or simply: "I read your 8,500-word document and still didn't understand. Is THIS what you

meant?"

Version: 1.0 (Draft for Validation) Words: ~1,500 (fits 2 pages printed) Feedback requested by:

November 3, 2025 Next iteration: Based on expert reviewer feedback

© 2025 Tractatus AI Safety Framework

This document is part of the Tractatus Agentic Governance System
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