


E X E C U T I V E  S U M M A R Y

What changes for the technology and
digital firm as AI enters its industry

Technology and digital firms built their competitive position on three assets: technical depth, talent

density, and the ability to deliver complex projects that clients cannot staff internally. AI has

compressed the first, commoditized the second, and given clients a credible alternative to the third.

The firms that grew on billable hours and senior expertise are watching both erode simultaneously.

The structural problem is sharper here than in any other professional services vertical. Technology

firms are expected to lead on AI adoption. When a CTO client discovers the firm advising them on

transformation has not changed its own delivery model in three years, credibility collapses in a way

that does not happen in engineering or legal. Being behind on AI in a technology firm is reputational

damage, not just operational inefficiency.

For the CEO, this is a revenue question, a profit question, and a valuation question. Revenue, because

AI-native competitors launched in the last 36 months with cost structures 40 to 60 percent leaner are

winning pitches on speed and price. Profit, because hourly billing converts AI-driven efficiency into a

revenue problem rather than a margin gain. Valuation, because the market is repricing firms that

demonstrate proprietary delivery capability at a meaningful premium over those still selling time.

The strategic move is not to add AI tools to the existing delivery model. That path preserves the

hourly billing structure and surrenders the efficiency gain to clients as a discount. The move is to shift

toward outcome-based delivery, build proprietary assets through every engagement, and close the

credibility gap by demonstrating AI-augmented capability in every pitch. The firms that move first

capture margin that the market will not give back.

This briefing is about what that repositioning looks like for a mid-market
technology firm, and what the management team needs to decide before
the next lost pitch makes the decision for them.
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T H E  S H I F T

Billable hours are compressing. The
pricing model that built the firm is now
the constraint.

Technology firms grew on a simple equation: senior expertise multiplied by hours. The more complex

the project, the more hours. The more senior the practitioner, the higher the rate. Margins came from

the spread between what juniors cost and what seniors billed. The leverage model worked because

complexity demanded headcount, and headcount was the only way to deliver at scale.

AI coding assistants now deliver 40 to 60 percent efficiency gains on standard development work.

Under hourly billing, that efficiency is a revenue problem. If you bill 1,000 hours for a project that now

takes 600, the honest firm reprices and loses revenue. The dishonest firm pads and loses credibility.

Neither path preserves the old margin structure. SEB research puts the growth divergence at 2.1

percent for time-based firms versus 8.7 percent for value-based firms. The gap is structural, not

cyclical.

You cannot keep selling hours. The hours are disappearing. The firm
that reprices around outcomes captures the efficiency as margin. The
firm that keeps billing hourly watches it evaporate.

AI-native competitors launched in the last 36 months operate with cost structures 40 to 60 percent

leaner. Client procurement has adapted. CIOs are approving 30-day AI-assisted proofs of concept

that deliver equivalent output to six-month engagements. The sales cycle that was a moat is now a

liability. The long proposal process, the elaborate scoping phase, the gradual team ramp. All of it is

being outrun by competitors who show up with a working demo and a fixed price.
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T H R E E  Q U E S T I O N S

Revenue. Profit. Valuation.

Under the old model these three questions had three different answers. AI
ties them together. Move the pricing model and you move all three at the
same time.

0 1    ·    R E V E N U E

What happens
to your win
rate when
competitors
demo AI-
augmented
delivery?
AI-native competitors show

up to pitches with working

prototypes built in days.

Your proposal takes three

weeks. The CTO client has

seen what speed looks like.

Every pitch you enter

without an AI-augmented

delivery demo is a pitch

where you start behind. The

win rate shift is already

underway. The pipeline data

will confirm it within two

quarters.

0 2    ·    P R O F I T

What are you
billing for that
AI compresses
to a fraction of
the hours?
Code generation, unit

testing, documentation,

standard integrations,

progress reporting. All

compressing. Under hourly

billing, every efficiency gain

is a revenue loss. Under

outcome-based pricing, the

same efficiency gain is a

margin expansion. The

profit question is whether

the pricing model captures

or surrenders the

productivity gain.

0 3    ·    VA L U AT I O N

Does the firm
own
proprietary
assets or only
sell time?
The market prices firms

with proprietary delivery

capability, reusable IP, and

outcome-based revenue at

a meaningful premium. A

firm at 80 percent fixed-

price contracts with

accumulated delivery

assets earns a different

multiple than one billing

hourly with no IP. Same

revenue, very different

equity story.
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W H E R E  V A L U E  M O V E S

Two columns. Every function in the
firm sorts itself between them.

The pattern is consistent across every function in a technology and digital firm. Code writing is only 15

to 30 percent of what these firms actually do. AI compresses that dramatically. The real value is

understanding, navigating, and managing complex organizational and technical environments. The

further a function sits from client-specific judgment, the more pressure it is under.

D E P R E C I A T I N G

Boilerplate code, unit testing, documentation

Standard integrations and code review

Progress reporting and resource allocation

Proposal drafting and pricing benchmarks

Standard architecture reviews and gap assessments

A P P R E C I A T I N G

System architecture for unprecedented requirements

Understanding why legacy systems work the way
they do

Stakeholder navigation and scope negotiation

Reading procurement politics and creative deal
structuring

The conversation that changes a CTO's mind

Whichever column the management team trains the organization into over the next three years is the

firm it becomes. The decision is not whether AI affects delivery. It is which side of the line the

leadership deliberately moves the organization toward.
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T H E  C H O I C E

Two paths. Same technology. Opposite
outcomes.

Every technology firm will adopt AI tools. The strategic question is what the firm does with the

efficiency gain. The same technology, deployed into the same firm, produces opposite outcomes

depending on how the pricing model captures it.

THE DEFAULT PATH THE REPOSITIONING PATH

Keep billing hourly
Add AI tools. Deliver faster. Bill fewer hours.
Revenue drops. Pass the efficiency to clients as

a discount.

Shift to outcomes
Price on value delivered, not time spent. AI
efficiency becomes margin. The same project

costs the client less and earns the firm more.

Keep AI gains internal
Higher margins briefly from faster delivery.
Clients notice. They demand the efficiency as a

price reduction. Margin reverts.

Build proprietary assets
Each engagement creates reusable IP. Delivery
accelerates. The firm accumulates capability

competitors cannot copy from a pitch deck.

Talk about AI in pitches
Slides about AI capability. No working demo.

The CTO has seen three pitches like this today.

Demonstrate AI in pitches
Show up with a working prototype. Build it live.

The credibility gap closes in the room, not in a
proposal document.

Compete on headcount
Scale by hiring. AI-native entrants started

leaner. The headcount race is unwinnable
against firms with 40 to 60 percent lower cost

base.

Compete on leverage
One senior practitioner augmented by AI replaces

a team of five. Fewer people, higher quality, faster
delivery. The cost structure inverts.

Same technology. Opposite outcomes. The difference is the pricing decision,
not the AI decision.
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F O U R  L E V E R S

The growth levers that compound
when used together

Repositioning is not a single decision. It is four levers, each available to the firm right now, that

compound when pulled together. Used in isolation, any one produces a modest gain. Used together,

they create a competitive position that takes 18 months or more to replicate.

1 Shift pricing from hourly to outcome-based delivery
Start with new engagements. Fixed price, fixed scope, measurable outcomes. AI efficiency

becomes margin instead of a client discount. The proof point: firms at 80 percent fixed-price

contracts outperform hourly peers on profitability by a wide margin. The transition does not

require changing everything at once. It requires one successful outcome-priced project that

proves the model.

2 Build proprietary delivery assets from every engagement

Treat each project as an opportunity to build reusable IP. Delivery accelerators, domain-

specific toolkits, automated testing frameworks, architecture templates. The firm that

accumulates proprietary capability through delivery escapes the body-shop trap. Each

engagement makes the next one faster. The compounding is the strategy.

3 Close the credibility gap in every pitch

Show up with AI-augmented delivery, not slides about it. Build a working prototype live in the

meeting. Demonstrate the speed advantage in the room. The firm that shows beats the firm

that tells. The credibility paradox dissolves the moment the client sees your own AI-

augmented workflow operating at full speed on their problem.

4 Capture senior knowledge before it walks out the door
Eight to fifteen senior people carry the critical IP: methodology, client context, delivery

patterns, failure modes. Mid-level staff are being recruited daily by AI-native startups offering

equity. Encode the reasoning, the judgment calls, the failure modes into institutional

infrastructure. The firm that loses two senior architects and still delivers at the same quality

has solved a problem competitors have not even started.
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G R A I L  ·  H O W  W E  T H I N K

Business first. Technology second.

GRAIL is an AI-native management consultancy. We help European mid-market leadership teams

figure out the one or two things that fundamentally change about their business as AI enters their

industry, and then build the capability to act on it before competitors do. For technology and digital

firms specifically, we bring something unusual: GRAIL's founder spent four years as CPO of a

technology company and now runs a firm that operates as an AI-augmented practice every day. We

have lived the transformation we help clients navigate. The credibility gap does not apply to us

because we closed it ourselves.

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

W H A T  Y O U  G E T

Senior advisory direct to the CEO and GMT

Working AI capability you own from day one

Custom agents built around your business logic

Outcomes in weeks, not quarters

No lock-in at any phase of the engagement

W H Y  I T  M A T T E R S

Founded by operators, not technologists

Business-first strategy, technology second

Context architecture, change management, workflow
design

Results before you commit to scale

Each next step earned, never assumed
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G R A I L  ·  H O W  W E  W O R K

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.

W O R K S H O P  0 1

How to think

The strategic foundation.

Where AI creates real value

in technology and digital

firms and where it is noise.

The billable-hour

compression thesis. The

credibility paradox and how

to close it. Your leadership

team leaves with a shared

frame for the rest of the

work, and with the first
working agent built live in

the room.

W O R K S H O P  0 2

Your AI team

A half-day activation. Each

member of the

management team receives

a personal suite of five to

ten custom agents trained

on their workflow, their

decisions, their competitive

landscape. Pitch

preparation. Delivery

estimation. Competitive

intelligence. Working tools
from week one, not slides

about tools.

W O R K S H O P  0 3

Competitive
edge

Refinement from real usage.

Agents upgraded based on

how the team actually used

them. The pricing

transformation roadmap.

The proprietary asset

development strategy. The

recommendation for what

comes next, earned by what

just shipped.

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.

GRAIL Industry Briefing 9



F I V E  Q U E S T I O N S

What to ask in your next leadership
meeting

The questions where the management team 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 an AI-native competitor in a pitch next quarter.

If your largest client asked to see your firm's own AI-augmented delivery
workflow today, not a demo for their benefit but your actual internal process,
what would you show them?

What percentage of your revenue comes from engagements priced on outcomes
versus hours, and what is the margin difference between the two?

If your two most senior architects left for an AI-native competitor next month,
how much delivery capability walks out with them versus stays encoded in the
firm?

When you lost a pitch in the last six months, was the winning firm smaller,
faster, cheaper, or all three?

What proprietary delivery assets does the firm own today that could not be
replicated by a well-funded competitor in twelve months?

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

JOHAN GRÖNSTEDT  ·  GRAIL  ·  JOHAN@GRAIL.WORKS  ·  GRAIL.WORKS
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I N  T H I S  S E R I E S

There’s a version of this briefing for
every seat at the table.

Visit grail.works for the full series.

www.grail.works

GRAIL has produced industry briefings calibrated to the specific reality of each C-suite role.

CEO
Revenue. Margin.
Valuation.

Three numbers your board
reads. AI is rewriting all three
in your industry.

▸  YOU ARE READING

CFO
Capital. Forecast.
Story.

What you allocate this year is
the story your board reads
next year.

COO
Cheaper. Better. Faster.

The triple threat that used to
be a tradeoff is now table
stakes.

CHRO
Capacity. Capability.
Promise.

The biggest talent transition of
a career. Compete on
capacity, not headcount.

CPTO
Moat. Speed.
Allocation.

The platform moat that
survives 2028 is being chosen
this year.

CCO
Margin. Pace. Position.

The whole GTM playbook is
being rewritten in real time,
across every commercial team
at once.

An AI-native management consultancy helping European mid-market leadership teams figure out what
fundamentally changes about their business as AI enters their industry.


