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Introduction 
In my previous article about the structural limitations of Large Language Models (LLMs), I explored why 
LLMs, despite their impressive capabilities, are not yet fully equipped to handle the deep complexity of 
enterprise environments. Their context limits, probabilistic reasoning, lack of long-term structured 
memory, and absence of governance awareness create natural boundaries. 

Now we move one step further. 

If LLMs have structural limits, what happens when enterprise solutions are built on top of them? 

Among the leading enterprise AI solutions available today, Microsoft Copilot stands as one of the most 
widely adopted. Integrated within Microsoft 365, and powered by OpenAI’s foundational models, Copilot 
brings generative AI directly into the daily workflow of organizations. 

Technically, this means Copilot inherits the inherent limitations of LLMs. 

But when we examine how Copilot operates inside enterprise environments, we discover something 
more important: 

It does not only inherit LLM limitations — 
it introduces additional architectural constraints of its own. 

The most critical of these lies in how knowledge is built, indexed, and retrieved across the organization. 

In enterprise environments: 

• Not all accessible data is authoritative knowledge. 

• Not all documents should shape AI responses. 

• Brainstorming files are not strategy. 

• Draft financial models are not approved numbers. 

• Historical failures should not silently influence current decision-making. 

Yet Copilot’s standard architecture retrieves and combines content based on permissions and semantic 
relevance — not on business intent, governance structure, or knowledge lifecycle. 

To understand these limitations properly, we must first study how Copilot works at its core: 

• How it accesses user data. 

• How it indexes Microsoft 365 environments. 

• How it retrieves and combines information. 

• How it effectively builds a contextual “knowledge profile” per user. 

This article does not aim to promote or attack Copilot. It aims to provide clarity. 



We will focus strictly on the standard capabilities available to enterprise users who adopt Copilot within 
Microsoft 365 — without extending into advanced customization tools such as Copilot Studio or custom 
AI development layers. 

The goal is simple: 

To help enterprise leaders understand what Copilot can realistically do — 
and where its structural boundaries begin. 

Only then can organizations design AI architectures that are both intelligent and controlled. 

 

 



Section 1 — Copilot Enterprise Data Source Architecture 
When Microsoft Copilot is enabled inside Microsoft 365, it operates across predefined Microsoft 
enterprise systems. 

First, we identify where Copilot pulls data from (sources). 
Then we identify what kind of data it processes (types). 

 

Table 1 — Main Data Sources Copilot Targets (Default Scope) 

# Data Source Description Default Access 
When Copilot 
Enabled? 

Notes 

1 SharePoint Organizational document 
libraries & sites 

Yes Main enterprise document 
repository 

2 OneDrive Personal user file storage Yes Includes drafts & personal 
working files 

3 Outlook (Exchange 
Online) 

Emails & attachments Yes Includes full thread history 

4 Microsoft Teams Chats & channel 
conversations 

Yes Includes informal discussions 

5 Teams Meetings Meeting transcripts & recap Yes If transcription enabled 

6 Outlook Calendar Events & meeting metadata Yes Metadata-level insights 

7 SharePoint Lists Structured list-based records Yes Limited relational logic 

8 Microsoft Stream Stored video recordings Limited Mostly transcript-based 

9 Microsoft Entra ID User profile & org structure 
metadata 

Yes Role & identity context 

10 External systems 
(ERP/CRM) 

Non-Microsoft systems No (default) Requires connectors/custom 
setup 

 

Important Clarification 

Once Copilot license is assigned: 

• These Microsoft 365 sources become searchable by Copilot 

• Based on user permissions 



• No per-source opt-in toggle at user level 

 

Table 2 — Types of Data Copilot Processes 
# Data Type Examples Processing 

Strength 
Limitation 

1 Unstructured Text Word docs, PDFs, emails, 
chats 

Strong No authority distinction 

2 Semi-Structured 
Documents 

Excel sheets, tables in docs Moderate Not a database engine 

3 Structured Metadata Calendar data, user roles Moderate Surface-level reasoning 

4 SharePoint List Records Table-style entries Moderate No relational modeling 

5 Images (embedded) Images inside documents Limited No deep visual reasoning 

6 Video Files Recorded meetings Very Limited Transcript-dependent 

7 Audio Voice notes Limited Transcript-dependent 

8 Large Data Models Complex Excel as database Weak Cannot validate financial 
logic 

9 External Database 
Records 

ERP transactional data Not default Needs integration 

 

Critical Enterprise Notes 
Copilot primarily operates on: 

• Text-based content 

• Semantic similarity 

• Metadata signals inside Microsoft 365 

It is not: 

• A database engine 

• A BI analytics engine 

• A knowledge governance system 

• A structured enterprise reasoning system 

And most importantly: 



Copilot is not natively connected to core enterprise systems such as ERP or CRM platforms. 

Even though it integrates deeply within Microsoft 365, it does not automatically access: 

• ERP transactional data 

• CRM customer databases 

• Financial systems 

• Operational systems 

• On-prem enterprise databases 

Accessing those systems requires: 

• Custom connectors 

• API integrations 

• Additional configuration 

• Or solutions built using tools such as Microsoft Copilot Studio 

This means that, by default, Copilot operates primarily on collaboration-layer data — not on core 
business transaction systems. 

 

 



Section 2 — How Copilot Builds Context and Generates Answers 
(Enterprise Flow) 
To understand Copilot’s boundaries, we must understand its operational flow. Below is the simplified 
architectural sequence of how Microsoft Copilot works inside an enterprise environment powered by 
Microsoft 365. 

 

Step-by-Step Copilot Processing Architecture 
Step Stage What Happens Key Limitation 

1 User Prompt User asks a question inside Word, 
Teams, Outlook, etc. 

Prompt clarity directly 
affects retrieval 

2 Identity Check Copilot validates user identity & 
permissions 

Only permission-based logic 

3 Microsoft Graph 
Query 

Copilot queries indexed M365 data 
sources 

Searches across all 
accessible sources 

4 Semantic Retrieval Relevant content snippets are selected Relevance ≠ authority 

5 Context Window 
Assembly 

Retrieved snippets are compressed into 
model context 

Limited by token window 

6 LLM Processing OpenAI model generates response using 
retrieved context 

Probabilistic reasoning 

7 Response 
Generation 

Copilot returns synthesized answer May blend mixed-quality 
data 

 

Architectural Explanation of Each Step 

1️⃣ User Prompt 

Everything starts with the user’s question. 
The model does not proactively build a long-term enterprise map. 
It reacts to prompts. 

Weak prompts → weak retrieval → weak answers. 

 

2️⃣ Identity & Permission Layer 

Copilot checks what the user is allowed to access. 



This is security-based, not governance-based. 

If you can open it manually, Copilot can retrieve it. 

 

3️⃣ Microsoft Graph Retrieval 

Using Microsoft Graph, Copilot searches across: 

• SharePoint 

• OneDrive 

• Outlook 

• Teams 

• Meeting transcripts 

It retrieves content semantically related to the query. 

 

4️⃣ Semantic Chunk Selection 
The system: 

• Breaks documents into chunks 

• Ranks them by similarity 

• Selects top-matching segments 

Important: 

The system does not know: 

• Which document is official 

• Which document is draft 

• Which strategy failed 

• Which version is approved 

It ranks by semantic closeness. 

 

5️⃣ Context Window Assembly 

The retrieved content is inserted into the LLM’s context window. 

This is where a structural limit appears: 

• The model cannot read everything. 



• Only selected snippets fit. 

• Missing context may alter conclusions. 

 

6️⃣ LLM Reasoning 

Copilot uses OpenAI models to: 

• Predict the most likely correct response 

• Based on retrieved text 

• Using probabilistic pattern recognition 

It does not: 

• Validate financial models 

• Run structured business rules 

• Guarantee consistency with enterprise policy 

 

7️⃣ Response Synthesis 

The final answer is generated. 

It may: 

• Blend multiple documents 

• Merge chat discussions with official reports 

• Combine draft and final versions 

• Surface outdated insights 

If the retrieval layer selected mixed-quality data, the output reflects that. 

 

Critical Enterprise Insight 
Copilot does not “understand your enterprise.” 

It performs: Permission-based semantic retrieval + probabilistic synthesis. 

That is powerful for productivity. 

But it is not enterprise intelligence architecture. 

 

 



Section 3 — Where Copilot Adds Additional Limitations Beyond 
LLM Limits 
Earlier, we established that LLMs have inherent structural boundaries: 

• Context window limits 

• Probabilistic reasoning 

• No long-term enterprise memory 

• No structured rule enforcement 

However, when LLMs are embedded inside enterprise productivity platforms like Microsoft Copilot, 
additional limitations emerge — not from the model itself, but from the architectural design of the system 
around it. 

Below are the additional constraints introduced at the Copilot layer. 

 

 



Table — Additional Copilot-Specific Limitations 
# Limitation Layer Description Why It Matters in Enterprise 

1 Permission-Based 
Knowledge 

Data is retrieved based only on 
access rights 

Access ≠ Authority 

2 No Knowledge Curation No distinction between official, 
draft, or brainstorming 

Mixed-quality answers 

3 No Knowledge Lifecycle 
Control 

Old and outdated documents 
remain retrievable 

Historical noise affects 
responses 

4 No Governance Intelligence Cannot enforce enterprise 
knowledge rules 

Strategic inconsistency risk 

5 Collaboration-Layer Bias Focused on M365 collaboration 
tools 

Not connected to core business 
systems 

6 Semantic Ranking Over 
Business Logic 

Retrieval based on similarity, not 
policy 

Wrong connections possible 

7 No Department-Level 
Isolation 

Department knowledge is implicit 
via permissions 

No structured domain separation 

8 Weak Structured Data 
Reasoning 

Excel and lists treated as 
documents 

Not transactional intelligence 

9 Transcript Dependency for 
Media 

Video/audio usable only if 
transcribed 

Incomplete enterprise coverage 

10 No Enterprise State 
Awareness 

No persistent understanding of 
enterprise evolution 

Context reset per query 

 

The Core Architectural Gap 
Copilot assumes: 

If a user has access to data, it is safe and relevant for AI grounding. 

But enterprise environments operate differently: 

• Access is operational. 

• Authority is strategic. 

• Knowledge requires curation. 

• Data requires lifecycle management. 

These are not the same thing. 



 

The Most Critical Issue: Knowledgebase Construction 
Copilot does not build a curated enterprise knowledgebase. 

Instead, it builds dynamic contextual snapshots per query. 

This means: 

• No defined “official AI source” 

• No authoritative document hierarchy 

• No enterprise-level validation logic 

• No knowledge certification layer 

The knowledgebase is implicit, not engineered. 

 

Enterprise Risk Summary 
When LLM limitations combine with Copilot’s architectural design, we get: 

A powerful productivity assistant operating on uncontrolled semantic retrieval. 

That is efficient. 

But it is not enterprise intelligence governance. 

 

 



Enterprise AI Must Start with Knowledgebase Design, Not Retrieval 
If we step back from the technical discussion, a deeper issue emerges. The problem is not that Microsoft 
Copilot is weak. The problem is that enterprise AI today begins at the wrong layer. 

It begins at retrieval. It should begin at design. 

 

The Missing Layer: Knowledgebase Architecture Before AI 
Enterprise AI solutions should first allow organizations to: 

• Design their knowledge domains 

• Define authority levels 

• Separate draft from official 

• Separate brainstorming from strategy 

• Separate departments structurally 

• Separate projects contextually 

• Link curated external sources 

• Connect selected live enterprise systems 

Only after that should an AI engine operate on top. Today’s model works the opposite way: 

Enable Copilot → Let it access everything → Let semantic retrieval decide relevance. 

This is backwards. 

 

What Enterprise Users Actually Need 
Imagine a CEO launching a strategic initiative. 

He does not want: 

• All historical emails involved 

• Old brainstorms resurfacing 

• Draft documents mixed with approved strategy 

• Random semantic connections 

• Implicit domain blending 

He wants: 

• A dedicated project knowledgebase 



• Explicitly selected documents 

• Curated team inputs 

• Optional live ERP financial feeds 

• Optional customer data context 

• Optional trusted external sources 

• Clear domain boundaries 

And he wants this without: 

• Understanding AI agents 

• Building multi-agent architectures 

• Hiring developers 

• Using complex tools like Copilot Studio 

• Managing token windows 

He wants it as easily as creating a Word document. 

 

The Real Enterprise Requirement 
Enterprise AI must provide: 

1. Knowledgebase design interface 

2. Domain selection controls 

3. Data authority tagging 

4. Explicit inclusion / exclusion rules 

5. Project-level AI contexts 

6. Team-level AI scopes 

7. Governance-aware AI reasoning 

8. Optional ERP / CRM connectors 

9. Engine flexibility (not vendor-locked) 

Not as developer tools. 

As standard enterprise features. 

 



In summary 
When AI engines are allowed to “swim” across all accessible data: 

• Access becomes mistaken for relevance 

• Relevance becomes mistaken for authority 

• Semantic similarity becomes mistaken for strategy 

• Retrieval becomes mistaken for intelligence 

This is not a technical bug. It is an architectural gap. 

 

A Hard but Honest Reality 
Even beyond Copilot: 

Most AI solutions today are still: 

• Productivity accelerators 

• Retrieval engines 

• Prompt-response systems 

They are not yet: 

• Enterprise reasoning systems 

• Knowledge-governed AI frameworks 

• Structured intelligence layers 

And yes — LLM limitations amplify this boundary. 

Context limits, probabilistic reasoning, lack of persistent structured enterprise memory — all make true 
enterprise AI more difficult than vendors suggest. 

We are still early. 

 

Final Statement 
Enterprise AI must evolve from: 

“Ask me anything across your data.” 

To: 

“Design your intelligence domain first — then let AI operate within it.” 



Until that shift happens, productivity AI will remain powerful, but enterprise intelligence will remain 
incomplete. 
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