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Most AI transformations stall not because the technology fails, but because leaders 

treat AI as a strategic initiative when their people are experiencing it as a 

psychological one. A three-year leadership arc inside a specialist professional services firm in 

Greater China shows what happens when a leadership team gets that sequence right, and what it 

costs when they don’t. 

The moment AI lands inside a knowledge-intensive organisation, it is experienced first as a threat 

to professional identity: to the expertise, the status, the accumulated judgement that defines what 

people believe they are worth. Until that event is addressed at the leadership level, no 

implementation framework will hold. 

The moment AI lands inside a knowledge-intensive organisation, it 

is experienced first as a threat to professional identity. 

Headquartered in China with increasing presence overseas, the specialist professional services 

firm’s journey is instructive not because it is smooth, but because it shows what happens when a 

leadership team names the right problem first and acts on it. 

2023 Identity Before Strategy 

AI arrived first as a psychological event, the beginning of a systematic deconstruction of the 

professional moat. It was status disruption: the sudden realisation that skills once earned 

through years of specialist training, domain mastery, regulatory knowledge, and the judgement 

that only comes from practice, could apparently be packaged, prompted and distributed. 

Research confirms what this firm experienced: when AI performs tasks once requiring human 

judgement and expertise, professionals face identity tensions around status, capability and 

established roles. Such tensions can hinder adoption even as the technology advances (Benbya et 

al., 2024; Mirbabaie et al., 2022). 

AI did not threaten the top of the expertise pyramid. It hollowed out the bottom. The junior work 

that had always served as the training ground for senior practitioners was now partially 

automatable. The organisation needed more advanced specialists than ever, but the 

apprenticeship pathway that produced them was disappearing. Clients were already 

experimenting with AI tools themselves, asking harder questions, expecting faster 

turnarounds and quietly reassessing what they were willing to pay for. 

When the CEO called the leadership team together that quarter, the question on the table was: 

what is producing value here? The answer came in three parts. First, long-termism: this firm 

exists to endure. Direction before defence. Second, the revenue model had to evolve from reliance 

on a single core service to technology-enabled offerings, new client segments, and international 

expansion. Third, and most critically, cost reduction could not come at the expense of the people 
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who carried tacit knowledge. Protect core talent. Raise capability through technology, not 

substitute it for people. Whatever can be codified can also be commoditised. Differentiation must 

move beneath the surface: to process, governance and trust. 

The CEO made a decision that would prove consequential: secure investment and begin building 

AI capability fast, not as a long-range transformation programme, but as an immediate 

operational priority. The question was not whether AI would help. The question was whether 

the organisation was aligned enough to absorb it. 

2024 When Pressure Reveals the System 

The clients wanted cheaper, better and faster service. Some were already using AI tools. Others 

had built their own. The competitive pressure was no longer abstract. It was arriving in every 

client review. The old model of periodic improvement, sequential delivery, and manual-heavy 

workflows was failing, one missed expectation at a time. 

The internal fracture followed a familiar pattern. Client-facing teams trying to protect 

relationships under pressure made commitments without synchronising with delivery systems or 

resource allocation. They felt their expertise was under threat and compensated by over-

promising to clients. The commitment inflation wasn’t a coordination problem. It was identity 

anxiety. The back office felt the pressure transferred. Complaints rose. Accountability blurred. 

And without clear decision rights about who could commit what and who owned quality at each 

stage, the organisation defaulted to urgency over rigour. 

The most revealing symptom was cultural. When someone in delivery asked, half-serious: 

“Whether the client sends work or not, what does that have to do with us?” it was a signal that the 

organisation had not yet internalised the connection between client outcomes and its own 

survival. 

AI amplifies organisational weakness: front and back misalignment, unclear decision 

rights, fragile quality governance, and misaligned incentives. Amy Edmondson’s (1999) research 

on team learning shows that speaking up, flagging errors and asking for help are far more likely 

when clear roles and supportive structures are in place. Otherwise, people protect themselves 

rather than the system. 

When the organisation is siloed, AI becomes a tension multiplier: faster commitments, faster 

overload, faster inconsistency, faster blame. A system held together by heroic individuals in 

favourable conditions will fracture the moment real strain arrives. The 2024 lesson was not 

about AI capability. It was about organisational clarity. 

The leadership fracture extended to the top table. The CEO, reading the industry’s trajectory 

clearly, wanted to invest fast and move ahead of the market. The senior client heads were more 

cautious: why commit hard-earned resources to a high-risk technology in an uncertain economic 
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climate when a lighter-touch approach might be enough to keep clients satisfied? The CEO was 

protecting the future. The senior executives were protecting the core. Both positions were 

legitimate. Together, they were not sufficient. What was missing was the voice of the 

organisation’s next generation. 

In the second quarter, as the tension heightened, something shifted. High-potential executives 

began to be invited into senior leadership meetings, not as observers but as participants. The 

logic was direct: if the firm’s future was at stake, the leaders who would carry that future deserved 

a seat at the table. By the fourth quarter, a cohort of those high-potential leaders had been 

promoted with a specific mandate: design one seamless service experience for the client. 

Not a pilot. Not a task force. A plan that the organisation would execute. 

2025 AI Rewrites the Rules 

The commercial results reflected the repositioning. In a sector where revenues were contracting 

and several direct competitors were losing market share, this firm grew its annual client base by 

roughly three times the industry rate and sustained that growth across consecutive quarters. The 

gains did not just come from winning new transactional work. They came from converting 

existing and new clients to platform-based services, which expanded both revenue per client and 

switching cost. While competitors absorbed the pressure of AI disruption as a cost problem, this 

firm had already converted it into a structural advantage. That distinction matters: transactional 

clients renew contracts. Platform clients embed workflows. The cost of switching becomes 

structural, not commercial. 

The implication was clear. If clients are integrating providers into their own systems and 

demanding platform-level transparency, then “we deliver better work” is not enough. AI 

becomes infrastructure. Competition is no longer primarily about who uses it best. It is about 

who is structurally positioned inside the networks it reshapes: procurement platforms, standards, 

audit expectations, and data flywheels. 

The firm reframed AI from a cost-cutting mechanism into a certainty system. Every deliverable 

needed to be traceable, reusable, and explainable. The firm began shifting identity from specialist 

service provider to AI-powered knowledge-management partner. Client conversations 

shifted from negotiating unit pricing to debating how AI is governed, how risk is 

controlled, and what evidence can be audited. 

The structural moves that made this possible 

Human-in-the-loop by design. High-risk work required named reviewers and a clear 

responsibility chain. The distinction between AI-assisted and human-led became a product 

feature, not an internal preference. 



© 2026 Yang Yi 5 

Four knowledge assets. Reference libraries, domain-specific datasets, reusable templates, and 

rule libraries, turning tacit expertise into organisational memory. Margins improve when firms 

stop recreating value from scratch. This is a shift from labour-based to asset-based competition. 

Traceability as a deliverable. Audit trails, version history, consistency reports, and reviewer 

sign-off became part of what clients received. Compliance evidence was built into the workflow, 

not produced retrospectively. 

Client pods. Cross-functional teams are accountable for the same client outcomes: delivery, 

quality, responsiveness, and margin. Not siloed. Not transferred. Organised for agility. 

Tiered service architecture. Human-led for high-risk work. AI-assisted with expert review for 

mainstream delivery. Platform and self-serve for low-risk content. 

Innovation ecosystem. New services incubated through stage-gated pilots, not suspended 

debates. The firm was not innovating alone: technology partners, domain specialists, and 

research collaborations, because the market was evolving too quickly for any single firm to track 

it internally. 

 

The firm had also made a deliberate choice about where to compete. Generalist providers faced 

sustained price pressure as AI commoditised broad-based delivery. The firm chose depth over 

breadth. In a domain where accuracy carries legal and reputational consequence, niche expertise 

is not a constraint. It is a defence. 

Competencies can be replicated. Position compounds. 

Competitors do not just need to match the technology. They need to displace the firm from the 

infrastructure itself. 
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2026 The Choices That Compound 

The market these leaders navigated was not simply disrupted. It was being restructured. Client 

demand was changing in shape. And value, once defined by what a firm could produce, was being 

redefined by what a firm could continuously adapt to deliver. 

When leaders internalise that reality, their choices change. They stop optimising individual tasks 

and start redesigning how work moves end to end. They stop measuring delivery by output and 

start measuring it by evidence, ensuring the work was produced correctly, by the right people, 

under the right governance, and can be reproduced at scale. Most consequentially, they start 

competing on position: investing in being embedded inside client systems and sector ecosystems 

rather than simply being good at the work. 

That shift from competency to position does not happen automatically. It is the result of specific 

choices made under pressure, before the outcome is certain. 

What This Means for Leaders Today 
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The three-stage arc described here is not a specialist story. It is the story every knowledge-

intensive business, every sector where human judgement has been the primary value proposition, 

is now entering. The specific industry details differ. The underlying dynamics are the same. 

First: name the psychological event. Before your next AI strategy session, consider asking 

your leadership team a different question. Not what AI will do to workflows, but what AI has 

done to how people in the organisation feel about their expertise, their career trajectory and their 

value. Those answers will reveal the real obstacles faster than any readiness assessment. 

Second: audit your organisational alignment. AI will expose the pressure points in your 

organisation. But you do not have to wait for it. One starting point: identify the conversations 

that kept circling without resolution. In each case, ask who made the call, who believed they 

should have, and who absorbed the consequences. Unclear decision rights announce themselves 

in exactly that pattern. Map them before the rollout accelerates. Decision rights that are unclear, 

incentives that are misaligned, front-to-back disconnects managed by heroic individuals do not 

disappear when AI arrives. They accelerate. 

Third: choose where to compete and then hold. When AI commoditises general capability, 

the instinct is to do more. The more considered move is to do less, better, in a domain where trust 

is structural and accuracy is non-negotiable. One test worth running: if your AI investments were 

cut in half tomorrow, which capabilities would you protect without debate? Those are your true 

competitive positions. Everything else is optionality you are funding but not yet defending. Make 

the structural commitments that make retreat harder than progress. Then hold. 

The Opportunity 

The competitors now beginning to move are not starting where this firm started three years ago. 

They are starting later, in a market that has already begun to harden. The infrastructure is 

choosing its nodes. Clients are choosing their embedded partners. 

The firms that hold their position will not do so because they have better technology or bigger 

budgets. They will do so because their leaders made different choices in the room this quarter, 

with the constraints they had. 

That option is available to you now. The opportunity is here. The question is how long it stays 

that way. 
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