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EXECUTIVE SUMMARY

What changes for the recruitment and
talent services sector as Al enters its
industry

Recruitment's commercial model rests on one premise: the client needs access to candidates they
cannot find themselves. That premise is under pressure. Al-native hiring tools have compressed
sourcing and screening into workflows that enterprise talent acquisition teams can now run internally.
Direct sourcing programs are growing. Subscription-fee models are expanding as buyers move away
from per-placement contingency pricing toward predictable monthly costs.

The impact is structural, not cyclical. Nordic recruitment revenues declined 20-30% across major
publicly listed firms during 2023-2024. Some of that was cyclical. But the firms that have held margin
through the cycle share one visible trait: they had already begun rebuilding around capabilities that Al
does not replicate. Proprietary senior candidate networks, cultural fit assessment, and strategic
workforce advisory command fees that placement-on-demand does not.

What fundamentally changes about recruitment as Al enters the industry is not the existence of the
task. Matching talent to roles will always require human judgment at the highest level. What changes
is the cost structure of the transactional layer. When the client can find most candidates with the
same Al tools a recruiter uses, the 15-30% placement fee stops looking like payment for access to a
scarce capability. It starts looking like a line item to reduce. The firms that move first to price and build
around the judgment layer will be priced and acquired at a different multiple than those that wait.

This briefing examines the placement-fee compression thesis, its implications for revenue mix,
operating margin, and acquirer valuation multiples, the two paths available to mid-market recruitment
CEOs, and the four growth levers that build the kind of defensible capability the next five years will
reward.

Four questions about placement fees, operating margin, acquisition
multiples, and strategic positioning. This briefing addresses all four, not as
predictions, but as a map for the decisions that need making now.
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THE SHIFT

The work that justified the fee is now
automated

Recruitment's placement fee was never paid for access to a database. It was paid for a consultant's
ability to navigate a market the client could not navigate efficiently on their own. In the mid-market,
that meant knowing which candidates were open to a move before they posted their CV anywhere,
building relationships with senior talent across years of calls and conversations, understanding which
candidate would survive the cultural fit beyond the job specification, and having the judgment to
recommend against a candidate who looked perfect on paper.

That capability still exists. It is also not what most contingency placement fees were priced against.
Placement fees were priced against the transaction: source, screen, present, place. When Al
compresses the sourcing and screening steps into a same-day workflow, the fee equation changes.
Not because the relationship work disappears, but because the transactional work that sat next to it is
no longer scarce.

Professional network platforms now give enterprise HR teams access to candidate pool analytics that
used to require a retained search firm. Al screening tools process CVs at a rate and consistency no
team of consultants can match on volume. Corporate direct-sourcing programs, once confined to the
largest enterprises, are viable for companies with 500 employees and an Al subscription. The tipping
point is not ten years away.

The transactional layer has not disappeared. It has been commoditized.
The question is whether the relationship layer is built, priced, and sold
as a distinct product before the transactional fees that subsidized it are

gone.

The firms that see this clearly are not panicking. They are moving. The earliest visible moves are in
two directions: upstream into retained and executive search where the relationship premium was
always explicit, and downstream into workforce advisory where the client's question is not "find me a
candidate" but "help me think about how this function should be structured for the next three years."
Both directions price the judgment, not the transaction. Both carry structurally higher margins than
contingency placement. And both require exactly the kind of senior talent network and client trust that
the best recruitment firms already have. The asset is there. What is changing is the pricing
architecture around it.
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Revenue. Profit. Valuation.

Under the old model these three questions had three different answers. AI

ties them together. Move the revenue mix and you move all three at the

same time.

Where does the
next booking
come from?

Placement fees are being
repriced as clients
benchmark Al-efficient
direct sourcing costs
against what agencies
charge. Subscription
models are growing as
buyers move toward
predictable cost and away
from outcome-tied
percentages. Revenue built
on exclusive candidate
access faces the same
question other professional
service intermediaries have
faced when the information
asymmetry they were paid
for evaporates.

GRAIL

02 - PROFIT

Are our

margins
structural or
incidental?

Recruitment's 3-8% net
operating margin worked
when placement volume
was high and delivery costs
sat below the fee. Al
compresses delivery cost
for both parties
simultaneously: agency
operations get cheaper, but
client-side sourcing gets
cheaper too. Margin
pressure arrives from above
as clients benchmark Al-
efficient hiring costs, and
from below as headcount in
sourcing and screening
becomes harder to justify.
Firms that have protected
margin in the recent cycle
already operate with a
consultant-to-admin ratio
that looks different from the
industry average.
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What is this
business worth
when fees
compress?

A recruitment firm valued
on per-placement revenue
carries a multiple tied
directly to that fee stream.
Acquirers who pay a
standard EBITDA multiple
for a mid-market
recruitment firm are buying
the repeatability of that fee.
As transactional fees
compress and advisory
revenue becomes the
margin-relevant layer, the
valuation logic shifts.
Retained search boutiques
and workforce advisory
firms with high recurring
revenue trade at a
meaningfully different
multiple. The gap is
widening.



WHERE VALUE MOVES

Two columns. The whole industry sorts

itself between them.

Not all recruitment capabilities respond to Al in the same way. Some depreciate as Al makes them

available to anyone. Others appreciate as the human judgment around them becomes rarer and more
valuable. The firms that understand which capabilities they are building will price them differently, hire

differently, and look different to an acquirer in three years.

DEPRECIATING

CV screening at volume

Candidate sourcing from public databases and job
boards

First-round interview scheduling and coordination

Standard job specification writing

Generic market mapping in active talent pools

Reactive contingency placement in high-volume role
categories

Per-placement fee revenue in commoditized
segments

APPRECIATING

Proprietary passive candidate networks built over
years

Cultural fit assessment grounded in organizational
knowledge

Senior-level persuasion to encourage a passive
move

Workforce structure advisory at the CEO and board
level

Retained search for leadership and specialist roles

Cross-cycle talent intelligence in specialist verticals

Recurring advisory relationships with named senior
clients

The transition between these two columns is not an event. It is a direction. Firms that have been

investing in the appreciating column for three years already carry a different cost structure and a
different client conversation than firms still building revenue around the depreciating side. The gap is

visible in operating margins today. It will be visible in acquisition multiples within twenty-four months.

GRAIL Industry Briefing — Recruitment & Talent Services

wn



Two paths. Same technology. Opposite
outcomes.

Mid-market recruitment firms face two coherent strategies as the transactional layer commoditizes.
The default path continues to optimize the placement-fee model: more roles, faster delivery, lower
overhead, competing on efficiency and breadth. The repositioning path rebuilds the commercial
model around the relationship and advisory layer that Al cannot replicate. Both are internally
consistent. One compounds. One plateaus.

THE DEFAULT PATH THE REPOSITIONING PATH

Revenue model Revenue model

Contingency fees on active roles. Volume Retained search, advisory retainers, and
offsets compression. Revenue is lumpy and specialist talent pool subscriptions. Less cycle-
cycle-sensitive. sensitive, higher revenue quality.

Margin structure Margin structure

3-5% net margin, sustained by cutting delivery 12-18% net margin in executive search and
costs through Al. Fragile if fee rates compress workforce advisory. Compounds as the

further. relationship layer deepens.

Competitive exposure Competitive exposure

Directly exposed to Al platform pricing and in- Defensible. Senior candidate networks and client
house direct sourcing. Client relationships trust cannot be licensed or automated.

transactional and easily moved.

Acquisition multiple Acquisition multiple

Standard multiple on volume placement Premium multiple for specialist boutiques with
revenue. Contracts as acquirers price further fee recurring advisory revenue and deep candidate
compression into the deal. networks.

The firms that repositioned in the last three years did so before the market
forced it. The firms repositioning today will look like early movers in twenty-
four months. The firms that wait until the fee compression is visible in every
quarterly result will be repositioning at a discount.
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FOUR LEVERS

The growth levers that compound
when used together

The repositioning path is not a strategy shift. It is four changes to how the firm operates, compounds,
and prices. Each one is modest in isolation. Together they rebuild the commercial model around the
asset that matters.

1 Name the relationship asset and price it explicitly

Proprietary candidate networks are the firm's most valuable asset. Most mid-market
recruitment firms have never priced them as such. Retained search pricing for leadership
roles, retainer fees for ongoing access to specialist talent pools, and subscription pricing for
enterprises that want quarterly candidate pipelining. This is not an upsell. It is a re-pricing of a
capability that already exists.

2 Use Al to deepen the relationship layer, not thin it

The firms that get this wrong will use Al to cut consultants. The firms that get it right will use
Al to free consultants from transactional work that was always a distraction from the
relationship work. Sourcing, screening, and coordination run faster and cheaper with Al. That
capacity now goes to the candidate who is not actively looking, the CEO restructuring a
function, and the market intelligence a client cannot generate themselves.

3 Build vertical depth before breadth

The specialist boutique has always commanded a premium over the generalist firm. That
premium widens as Al makes generalist candidate access cheap and abundant. Choose two or
three verticals where the firm has genuine depth, a real candidate network, real client
relationships, and real understanding of how the function works at the best companies. Build
those into a defensible specialist position. Breadth is a volume play. Depth is a margin play. At
the mid-market scale they are incompatible.

4 Connect candidate placement to workforce advisory

The CEO filling a senior role is often also grappling with how the function should be structured
for the next three years. The placement is a transaction. The structural question is worth a
retainer. Firms that turn the placement conversation into an advisory conversation, without
forcing it, consistently carry higher revenue per client relationship and lower client turnover
than firms that stay in the transactional lane.
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GRAIL - HOW WE THINK

Business first. Technology second.

GRAIL is an Al-native management consultancy. We help European mid-market leadership teams
figure out the one or two things that fundamentally change about their business as Al enters their
industry, and then build the capability to act on it before competitors do. For recruitment and talent
services firms, the question we start with is not which Al tools to adopt. It is what fundamentally
changes about how talent market access is priced when Al makes the transactional layer available to
everyone. That is a business model question, not a technology question. And it is the question the
management team needs to answer before the next round of fee pressure forces the answer for them.

The market offers two things: vendor lock-in dressed as
transformation, and consulting reports dressed as strateqgy. GRAIL
delivers a third option: working Al capability that you own.

WHAT YOU GET WHY IT MATTERS

Senior advisory direct to the CEO and GMT Founded by operators, not technologists

Working Al capability you own from day one Business-first strategy, technology second

Custom agents built around your business logic Context architecture, change management, workflow
design

Qutcomes in weeks, not quarters
Results before you commit to scale

No lock-in at any phase of the engagement
Each next step earned, never assumed
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Three sessions with your management
team. No IT involvement. Working
tools from week one.

GRAIL starts with the management team because organizational
transformation cannot outrun the leadership team's personal
understanding of what is possible. Three workshops. Each delivers

standalone value. Each earns the right to the next.

WORKSHOP 01 WORKSHOP 02 WORKSHOP 03

How to think Your Al team Competitive
edge

The strategic foundation. A half-day activation. Each

Where Al creates real value member of the Refinement from real usage.

in recruitment and talent management team receives Agents upgraded based on

services and where it is a personal suite of five to how the team actually used

noise. The augmentation ten custom agents trained o e CERmERSE

framework. The placement- on their workflow, their model transformation

fee transformation thesis. decisions, their candidate roadmap. The

Your leadership team leaves verticals. Candidate recommendation for what

with a shared frame for the research. Client prep. comes next, earned by what

rest 9f the wo.rk, and with. Market mapping. Working just shipped and what the

the first working agent built tools from week one, not team learned in the eight

live in the room. slides about tools.

weeks between workshops
one and three.

Three weeks. No IT involvement. No board approval needed to start. The
sharpest strategic conversation your leadership team will have this year,
backed by working tools they are already using.
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What to ask in your next leadership
meeting

The questions where the room cannot agree on an answer are the ones worth a longer conversation.

Ask these honestly. The point is not the polished response. The point is whether the answer would
survive contact with a major client three months from now.

When a client can use Al tools to source 70% of the candidates we would have
found ourselves, what are they paying our fee for?

How much of our current revenue is contingency placement in roles where the
candidate pool is actively searchable by any competent in-house recruiter with
an Al subscription?

If we had to rebuild our top three client relationships from scratch today, what
would we be selling them that they could not find elsewhere?

Which of our consultants has a candidate relationship that would cost a

competitor two years to replicate? How are we protecting and building that
asset deliberately?

If a PE firm offered to acquire us today at a multiple that reflects our current

revenue mix, what would the number be? Is that the multiple for the business we

want to build over the next three years?

If any of these questions land somewhere uncomfortable, that is the
conversation worth having.

CHRISTOPHER BARK - GRAIL - CHRISTOPHER@GRAIL.WORKS - GRAIL.WORKS
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