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Professional services is entering an existential phase. Artificial intelligence is not simply
changing how work gets done—it is rewriting how value is created, measured, priced, and
sustained. As Al accelerates, long-standing professional services models built on billable
effort, customization, and one-time delivery are showing clear signs of structural failure.

The State of Professional Services 2026 finds the industry at a critical inflection point.
Strategic awareness is high. Most organizations recognize that the future demands scalable,
Al-enabled, outcome-oriented services. Yet, execution maturity remains stubbornly low. This

disconnect is not caused by a lack of ambition, but by foundational gaps inherited from
Professional Services 1.0 (PS 1.0).

This tension defines what TSIA calls the PS 2.0 Transformation Paradox: scalable, Al-powered
delivery is impossible without first mastering core operational rigor. Al does not compensate
for broken processes—it amplifies them.

This ebook examines the forces driving this transformation, the trends reshaping professional

services in 2026, the execution gaps holding organizations back, and the strategic imperatives
required to move from awareness to action in the Al Economics™ era.
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Al. For Technology Services. |

< | How do | measure the business impact of
o] | Al initiatives?

What it is i -

t ‘tsiQintelligence

Qi Answer

TSIA Intelligence is TSIA's new Al-powered assistant. It delivers instant, actionable ‘ (<] Effectively implementing an Al strategy in your organization requires a structured approach that
Ay , ’ g . . aligns with your business objectives, promotes cross-functional collaboration, and leverages the
insights from TSIA’s exclusive, industry-validated research. Built only for Technology - v Y . : F RN N

22 transformative potential of Al. The process encompasses identifying use cases, fostering a culture of
Services, it helps you make smarter decisions. innovation, securing necessary funding, and establishing a governance framework.
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h ; Al Investment
w y It matters ' CAQ-Diiven “Core Beliefs” Prioritization
Trusted Answers, Not Generic Al: Based on TSIA's proprietary data—not the open web. ) o
Direct Report to CEO Al is Our Future IP FO”EZ';;?J;:;; Al Ng;‘]j;?}];c::'m

Instant Value: Summarizes reports, answers questions, and visualizes data in seconds. Discrete Al Dev Funding Al is a Company-Shared IP St Departmental Art Project
Built for Tech Services: Specialized insights tailored to your industry challenges. > \ Askanyliung..

Experience TSIA Intelligence today—
for free—in the TSIA Portal.

Generic Al gives general answers. TSIA's Al gives the right ones.

Ask a question > e -
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The Services Era and the
Race to Al Profitability

Download the 2~
Al Economics Declaration ) A Declaration
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The PS 2.0

Transformation Paradox

Professional services leaders are navigating two competing realities at once.

PS 1.0

On one side sits PS 1.0:
project-based delivery, revenue tied
to labor, heavy customization, and
operational models optimized for
one-time implementations. Over
time, this model has accumulated
deep operational debt—manual
processes, fragmented systems,
inconsistent delivery methods, and
limited scalability.

PS 2.0

On the other side is PS 2.0:

an emerging model built on
measurable customer outcomes,
renewable subscription revenue,
standardized service offers, and
Al-enabled delivery.

The paradox is clear: organizations want PS 2.0 outcomes but are attempting to achieve them
on PS 1.0 foundations. Without disciplined service design, clean data, and repeatable delivery,
Al cannot deliver scale, margin expansion, or predictable outcomes.
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The Collision of
Inertia and Change

In 2026, professional services is defined by a collision between legacy inertia and

accelerating transformation.

PS 1.0
Inertia

PS 1.0 models remain anchored to:

« Discrete projects and
customization.

« Revenue driven by billable hours.

« Manual resource planning.

« Delivery knowledge is often
trapped in individuals.

These characteristics create
resistance to change and complicate

scaling—even before Al is introduced.

The PS 2.0
Imperative

PS 2.0 requires a fundamentally
different operating posture:

« Services designed around
customer outcomes.

« Subscription and renewable
revenue models.

« Repeatable, engineered delivery.

« Alis embedded across planning,
delivery, and optimization.

Al is accelerating this shift, but it is
not the root cause. The real driver is
economic: effort-based pricing and
delivery models no longer align
with how value is created in an
Al-enabled market.

Have questions? Let us know. | 9
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Top Professional Services
Trends for 2026
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Al Integration Is Expanding—
But Maturity Is Low

Al is increasingly embedded across professional services, from internal
workflow and client delivery optimization to Al solution consulting. However,
maturity remains low across the industry. Most organizations are still
experimenting, under-funding Al initiatives, and operating without a formal Al
roadmap.

The signal is clear: intent is outpacing capability.

The Shift to PS-as-a-Service and
Outcome-Based Pricing

Service portfolios are moving toward subscription-style delivery and
outcome-based pricing. Yet adoption remains limited. Most professional
services revenue is still tied to effort, not outcomes.

This lag is risky. As Al improves efficiency, effort-based pricing erodes. PS
2.0 demands new value metrics, including customer lifetime value, customer
time-to-value, and outcome achievement rates.

Services Engineering Becomes
Mission-Critical

Scalability depends on service engineering—the discipline of designing,
standardizing, and productizing services before they are sold or delivered.

Without engineered offers:

« Every engagement becomes a one-off.
« Al lacks structured data to optimize.

« Delivery remains unscalable.

Services engineering is the backbone of PS 2.0.

Partner Ecosystems Expand Faster
Than Visibility Improves

Delivery partners are contributing more revenue than ever, yet most
organizations lack visibility into partner utilization and capacity. Without this
data, forecasting, quality control, and scalable growth become impossible.

Have questions? Let us know. | 11
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Al Economics and the
Cannibalization Dilemma

Al Economics reshapes how professional services capture value. Intelligent systems
naturally cannibalize seat-based and effort-based pricing models. As Al agents replace
human tasks, vendors risk losing revenue if pricing remains tied to labor or user costs.

This creates a forced pivot toward outcome-based pricing. Under this model, services are
priced and paid based on measurable business results—not effort expended.

Professional services become the mechanism that translates
Al capability into provable economic value.
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The Era of Services and
the Last-Mile Problem

Al is not eliminating services. It is making them indispensable.

As Al technology commoditizes, differentiation shifts to the last mile: integrating Al into
complex environments, governing data, managing security, and aligning outputs to real
business workflows.

Professional services are uniquely positioned to solve these

challenges. In the Al era, services become the competitive moat.

Have questions? Let us know. | 13 -
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The Six Execution Gaps
Blocking PS 2.0

Despite strategic intent, six persistent gaps continue to block progress:

Weak service Poor data Cultural

Th e Au gm ented Consu Ita nt design and quality and resistance
productization fragmented and change

an d th € F D E M Od el discipline. systems. fatigue.

Al reshapes the professional services workforce by automating low-value tasks and

elevating human roles. Consultants increasingly operate as augmented strategists—
focused on oversight, judgment, and complex problem-solving.

A key expression of this shift is the Forward-Deployed Engineer (FDE). FDEs embed
deeply with customers, bridging product engineering and service delivery to accelerate

time-to-value. Manual, Inconsistent Lack of a
reactive delivery formal Al
H , With i i ing, FDE k risk i f f labl .
owever, without services engineering WOIK rISKS creatlng new 1orms or unscalabie resource methOdOIOg’es, strategy and

customization. Capturing and standardizing this work is essential to the success of PS 2.0.

management. budget.

These gaps are the PS 2.0 Transformation Paradox.
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Strategic Imperatives for 2026

0 Establish a Formal, Al-Integrated PS Strategy

Organizations must define a clear PS charter that aligns Al investment,
subscription revenue, scalable delivery, and customer value.

ﬁ\é Invest in Services Engineering

Standardization enables scalability. Services engineering provides
the structure Al requires to deliver consistent outcomes.

g Use Al as a Scalability Engine—Not a Shortcut

Al should reinforce discipline, not bypass it. Foundational rigor must be
fixed before scale is possible.

16 | ‘tsia

( Conclusion )
Mastery Before Momentum

Professional Services 2.0 is not optional. Al Economics™ is forcing a redefinition of value,

pricing, and delivery. Organizations that attempt to scale Al on broken foundations will stall.

Success in 2026 requires mastery first—then momentum. By fixing PS 1.0 gaps, engineering
scalable services, and aligning pricing to outcomes, professional services can become the
primary engine of recurring, measurable, customer value in the Al era.

Next Steps

To explore deeper benchmarks, frameworks, and guidance on professional services
transformation, visit the Al Economics Resource Center and read the full State of

Professional Services 2026 report in the TSIA Portal.

Have questions? Let us know. | 17
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TSIA's Complete Ecosystem

Benchmarking

Proprietary, data-driven comparisons against peer companies.

Performance Optimizer (self-serve or researcher-led): Measures
0 maturity, identifies gaps, and compares against industry averages.

N DataViews & Key Metrics: Bite-sized benchmarks (e.g.,
s )1l renewal rates, adoption ratios) available in the TSIA Portal.

Expert Inquiry

An Expert Inquiry is a direct engagement e certinia
with a TSIA Research Executive to answer Boost Profuslonal Serviges INpace

a specific business question or validate il .

a strategy. Inquiries are addressed via a

curated email response or a 30-minute call,

depending on the complexity of the issue.

TSIA Intelligence (Al) *

The first Al built exclusively for technology services.
Provides trusted answers in seconds, complementing \

the expertise of human researchers.
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Advisory Services

Advisory Blocks:
1-4 hour hyper-focused, virtual sessions solving a specific challenge.

Interactive Strategy Reviews (ISRs):
Researcher reviews strategy docs and hosts a 2-hour
interactive session with recommendations.

Workshops:
Half to full-day engagements for team enablement
and transformation planning.

Speaking Engagements:
Keynotes, executive briefings, or panels delivered by TSIA experts.

TSIA Portal: Research & Insights

A rich library of proprietary research and tools.
Formats include:

« Research Reports (deep analysis)

« State of the Industry Reports (annual, free)
. Framework Papers (visual best-practice models) o
. Articles (thought leadership) e je
L] o [ == L]

« DataViews (benchmark stats, always paid)
« Webinars & Podcasts (free, expert-led)
« Industry Stories (real-world applications)
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Community & Peer Learning

®_O Advisory Boards:
a Peer councils by Research Area.

Technology Services World

Conferences:
Keynotes, breakouts, and networking
with thousands of executives.

STAR Awards:

—diA WDVRIINY

SUMMIT

Executive-Hosted Forum:
An invite-only experience for TSIA Advisory

Board executives to think deeply, connect

meaningfully, and act decisively on the
future of technology services.

Recognition of member success stories.

Role of TSIA Researchers & Experts

Content Creators:
Develop all research,
frameworks, and models.

Conference Leaders:
Present keynotes, facilitate
boards, and run panels.
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Inquiry Responders:
Deliver fast, curated answers
and benchmark validation.

Community Anchors:
Contribute to boards and
discussions, shaping peer
learning.

C Contact us

Advisory Partners:
Lead Advisory Blocks, ISRs,
workshops, and speaking
engagements.

Al + Human Synergy
(TSIA Intelligence):

Provides instant answers,
while researchers add
context, nuance, and
strategic guidance.

Free

Explore TSIA's ecosystem with
limited access to research
and Al tools—ideal for getting
familiar before you commit.

@l Limited TSIA Intelligence

v 3 Allnquiries: Specialized Al
Q&A for technology services.

v 3 Al Content Assistant
Uses: Instant summaries
and deep dives into reports,
videos, and more.

v Limited Access to TSIA research

v Performance Optimizer
Benchmarks free version

Individual

Get full, self-serve access

to all research areas, TSIA
Intelligence, and benchmarking—
built for SMB leaders and solo
professionals ready to level up.
: Single User

Unlimited TSIA Intelligence

< g

Al Inquiry: Specialized Al Q&A
for technology services.

<

Al Content Assistant:
Instant summaries and
deep dives into reports,
videos, and more.

v Access to all TSIA Research
Areas Content including
reports, on-demand
content, webinars, data, and
personalized study results

v TSIA World Industry Conference
discounts

Contact us

Questions? Our team is
here to guide you toward

the right TSIA solution
for your needs.

( Best for your company >

Enterprise

Access organization-wide
research, expert advice, and
advanced benchmarking

to drive large-scale service
transformation.

2e2  Unlimited Users

Unlimited TSIA Intelligence

< e

Al Inquiry: Specialized Al Q&A
for technology services.

v Al Content Assistant:
Instant summaries and
deep dives into reports,
videos, and more.

v Everything in Individual plus:

v/ Expert Inquiry: Personalized
1-on-1 guidance calls with TSIA
researchers

v Full Expert-led Benchmarking
with Performance Optimizer

v/ Advisory Services

v/ Annual Industry Briefings

v Speaking Engagements

v Interactive Strategy Reviews

v/ TSIA World Industry
Conference vouchers

v TSIA Board Summit Executive
Event invites

v Berecognized among peers and
customers with STAR Awards

v/ Member Success Planning
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‘TSIO

TSIA (Technology & Services Industry Association)
is dedicated to helping technology and services
organizations large and small grow and advance
in the technology industry. Find out how you can
achieve success, too.

Have questions? Let us know.

tsia.com
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