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Abstract -The global information technology services industry is estimated to be worth about 1.6-1.9 
trillion US dollars and is based on a simple commercial principal clients pay for the time that people work. 
The rule has been broken by artificial intelligence. The time-consuming relationship between work and 
value in business has been broken as software agents now accomplish what used to take hours of 
human work in minutes. This article explores the subsequent paradigm change from time and materials 
to outcome based pricing, where providers are remunerated based on tangible outcomes, like closed 
cases, transactions, or confirmed cost savings. Based on industry reports, analyst research, financial 
disclosures, and journalistic reports from 2025 to 2026, the article addresses how the change came 
about, how outcome contracts are designed and evaluated, and where the profits are now. It also 
evaluates the impacts for the workers, the national economies reliant on services exports, corporate 
purchasers, and the public. The evidence suggests that there is a real, albeit uneven, move towards 
outcome pricing in July 2026, one large multinational provider said around 80 percent of new contracts in 
its finance and human resources services business are outcome priced, and independent analysts 
estimate that less than one in five buyers today use outcome pricing, overall. The lack of congruence 
between rhetoric and practice is a key open question for research and policy, the article says. 
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1. INTRODUCTION 
The service provider industry for information technology was based on a single measure of work, the hour. 
It didn't matter whether the software was being developed, payroll was being processed, customer 
support was provided, or infrastructure was being maintained, the provider would tally up the people 
assigned, multiply by the agreed rate and send the invoice. Model was very scalable and auditable. A 
company expanded by employing more staff and maintaining the billability of the staff. This formula 
created an industry that is worth between 1.6 and 1.9 trillion dollars on the planet as of 2026, and one of 
the biggest export sectors for several economies, most notably India, which has an industry that 
generates around 315 billion dollars in revenue per year. 

Now that logic is faced with a problem that it can't absorb. AI systems, especially autonomous software 
agents that can complete entire business processes, are often used to complete tasks in minutes that 
used to require hours or days of skilled employees. This raises an issue that all procurement officers 
around the world are facing now. If a software agent can do a job in 10 minutes that used to take 10 hours, 
why should the client pay for 10 hours. The old pricing model doesn't have an adequate answer. The 
provider will charge the entire 10 hours, meaning that the client is overcharged for automated work. The 
provider's top line falls as the usefulness increases if the provider charges for 10 minutes. The only 
permanent solution is to change the product that is being sold. Providers are no longer selling time, 
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they're selling results, such as a customer query resolved, an invoice processed, a hiring cycle completed, 
a percentage of verified cost savings. 

 

Fig -1: The Transformation of IT Services 
 

That change is now a reality. The CEO of one of the world's largest technology services providers recently 
told an international news agency that roughly 80% of the contracts in its finance, human resources, and 
business services business now have outcome-based metrics, as opposed to hours worked. Similar 
claims have been made by other providers. Independent analysts estimate blended billing rates have 
been falling for two years, and the volume of typical five-year outsourcing deals has dropped 20 to 35 
percent in 2025 and is expected to decrease further. Meanwhile, the industry is not at the end of a 
transition towards pure outcome pricing across the market, as the adoption of this pricing model is still 
limited. 

There are three aims of this article. First, it provides a description in layman's terms of how the shift works 
the technologies, the contracts, the new sources of profits. Second, it evaluates the impact of the change 
on workers, companies, national economies, and consumers, who do not sign an outsourcing contract 
but feel its impact on the price and quality of services. Third, it shows that there is a disconnect between 
the public perception of a completed revolution and the scientific fact of a partially completed revolution, 
which has not been sufficiently studied. All figures are from published sources from 2025 or 2026 and in 
cases of uncertainty or controversy, the article explicitly states this. 

 

2. THE OBJECTIVE WHY THIS QUESTION DESERVES PUBLIC ATTENTION 
The aim of this article is to provide for those not in the tech world with an accurate, evidence based 
picture of a commercial change that will impact far more people than the executives who hammer out 



      Partners Universal Journal of Artificial Intelligence Research  (PUJAIR) 

Volume: 01 Issue: 03 | Aug-Sep 2026| www.pujair.com 

 

© 2026, PUJAIR | PU Publications | DOI:10.5281/zenodo.22678526                                                                   Page | 3 

 

the deal. Pricing models seem like a very limited procurement subject. They are not. Pricing of services 
influences the hiring decisions of firms, the skills that are valued, the countries that reap export earnings 
and, of course, the prices consumers pay for outsourced technology services, banking, insurance, 
healthcare administration, and government services. 

Think about the consequences of the situation. There are millions of people in the world that are 
employed in the technology and business services sector. In India alone, it employs more than five million 
people and for the past 20 years it has been the most important way of accessing the middle class for 
engineering graduates. The pyramid of that industry broad at the base with lots of new hires was a 
straight result of hourly billing. More junior people = more hours = more money. In early 2026, a senior 
executive in one large provider publicly admitted that about 15-20% of entry-level revenue is structurally 
at risk with the advent of automation taking over the routine tasks. With outcome pricing as the norm, the 
pyramid turns upside down. Companies will prefer to have fewer experienced human agents overseeing 
flocks of software agents and any hour that an agent sits idle will cost the company money, rather than 
generate revenue. 

The goal is corrective as well. People's conversation about AI is either it will kill jobs altogether or it will not 
change anything in the end. The facts about prices provide a more accurate picture. There has been no 
reduction in the demand for services thanks to artificial intelligence. There is still a need for clients 
invoices to be processed, their systems to be maintained, and their customers to be assisted. It's the 
economic definition of the product that has changed. The hours are no longer the price of the task, it's still 
completed. It is important for workers to know the difference to plan their skills, students to make choices 
on what to study, investors to read company reports accurately, and citizens to make an informed 
decision on the government's policy on technology and employment. 

Last, but not least, this article hopes to record the passage of the transition as it takes place. A leading 
market research company estimated that by 2029 30 percent of all IT services contracts will be outcome 
based. Another top research company projects that by 2031 less than a quarter of such contracts will be 
outcome priced. Both forecasts can't be correct. Now, the claims, evidence and disagreements can be 
recorded, which will provide a baseline for the actual outcome to be evaluated against. 

 

3. HOW EVIDENCE WAS GATHERED 
This article is not a piece of original field research but rather a synthesis of published evidence and 
admits that. The method is based on a mixture of four sources of material, whose strengths and 
limitations are known. 

1. The first one is from the journalistic reporting of well-known news agencies and business 
magazines, from the beginning of 2025 to July 2026. This involves interviews with named CEO's of 
large service providers, who note the percentage of contracts now based on outcomes, and 
reports on the fact that contract values have been declining throughout the industry. Journalism 
offers up quotes from executives with current information, but they are self-described, like the 
widely cited 80 percent outcome-based share in one provider's finance and human resources 
segment. 

2. Second, it comes from the research of analysts from prominent market intelligence and advisory 
companies. These entities conduct surveys of technology service buyers and sellers, and release 
adoption rates and predictions. Among their findings for 2026 are that only about 19 percent of 
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services buyers and 13 percent of service agreements on the seller side are currently outcome-
based, by 2029 30 percent of IT services contracts will be outcome based and by 2030 at least 40 
percent of enterprise software spending will be outcome-based. The estimates that are reported 
in this article, and those reported to analysts, are not measurements of the future, but rather are 
forecasts. 

3. The third source is financial and accounting literature, such as the guidance from a leading 
professional services firm, published in 2026, that outcome-based contracts impact the 
recognition of revenue. This material is confirmation that the change is significant enough to 
warrant a different accounting treatment, and in turn that means it's a real change and not a 
marketing stunt. 

4. The fourth source is the software market that's next to services, where vendors are now putting up 
prices per resolved customer service interaction, typically in the range of one to two U.S. dollars 
per fully resolved customer service interaction, as of 2026. These published prices put the concept 
of outcome pricing into practice. 

The comparative method that is used in relation to these sources is very simple When there are multiple 
independent sources that say the same thing, the article reports it with confidence. When there are 
multiple independent sources that disagree, as the adoption forecasts do, the disagreement is openly 
reported. None of the statistics presented in this article have been invented, made up, or extrapolated 
and none of the claims are based on a single unverifiable source. It is important for readers to keep in 
mind that all the figures are time sensitive as the pricing in this market is constantly evolving one 2026 
study revealed that 92 percent of AI pricing companies made changes to their pricing. 

 

4. THREE DECADES OF SELLING TIME 
It is important to recognize the extent to which the old model influenced the industry to understand why 
the current shift is important. Technology services started to expand from the 1990s onwards, and it is on 
a mechanism that economists refer to as labor arbitrage. As work was transferred from high wage 
countries to low wage countries, the provider's profit was the difference between the amount he or she 
charged the client for the job per hour and what he or she paid the employee for the job per hour. 
Revenue was thus dependent on three numbers, number of hours/days, utilization the percentage of 
hours/days billed and the hourly/daily rate. 

All the working practices of the industry were based on this arithmetic. Companies would employ 
thousands of new graduates annually as each new employee was a new stream of income. Utilization 
was painstakingly monitored by managers because an unbilled employee was simply a cost. Contracts 
were drafted as statements of work e.g., number of people of a particular grade for a certain period of 
time. The skill of handling ever bigger teams was rewarded with career ladders, with team size being 
directly proportional to contract size. The model was accepted by clients for this reason. It was 
transparent in one sense, it was possible to count the people and the hours, if not necessarily to verify the 
value. 

There was a known weakness of the model which the industry had existed with for decades, namely, there 
was no incentive for efficiency. The provider with the quickest completion time charged less. If this 
productivity gain were to be transferred to the client, this meant that the provider's own income would 
decrease. The compromise that solved this problem was continuous scope expansion efficiency gains 
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were offset by providing clients with more work for the same amount of fees. But the fiction was 
maintained if productivity increased at a slow rate, a couple of percentage points per year. 

 

Fig -2: The Evolution of the Technology Service Industry 
 

Artificial intelligence is the one who put an end to gradualism. A reconciliation, a support ticket, or a code 
migration that takes a person hours, but can be accomplished by a software agent in minutes, does not 
result in a productivity gain of three percent a year. It may be a 90% cut in the amount of work necessary 
to do certain things. That can't be taken up with scope widening. The industry analysts reported the 
impact in early 2026 blended billing rates of typical roles like application developers and desktop support 
staff fell consistently in the United States and India for 24 straight months, and the total value of a typical 
five-year contract dropped 20-35 percent in 2025 and was expected to drop 32-44 percent in 2026. One 
research firm chief executive said that clients were asking for the same work for 25 to 30 percent less. The 
hour, as a unit of sale, was no longer working. 

 

5. THE TEN-MINUTE PROBLEM 
5.1 How AI Broke the Link Between Effort and Value 
This guiding question of this article needs to be unpacked thoroughly, as it is the answer that tells the 
whole transition. Why should the client pay for 10 hours when the AI agent is able to do the same work in 10 
minutes. Look at the three potential answers and the problem becomes apparent. 

The first answer is that client continues to pay for 10 hours. This fails quickly. Clients now have an 
appreciation of the potential of automation many use the same tools in-house. The July 2026 reporting 
indicates that clients are adopting AI to bring work in-house completely when providers aren't 
transferring efficiency benefits, as well as shorter contracts to guard against being locked into outdated 
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pricing. The rest is done by competition. If there are a number of good providers, then someone will 
always provide the automated price. Executives at large providers have admitted this publicly, and one 
said that a large number of employees once the ultimate badge of competence is no longer the key to 
winning contracts that it used to be, and that this has allowed smaller and mid-sized firms to bid on jobs 
that were once too big for them. 

 

Fig -3: The Ten-Minute Problem- How AI Broke the Link Between Effort and Value 
 

The second answer is that the client pays for 10 minutes. On the surface it's fair, but under hourly logic, it's 
devastating for the provider because the revenue would drop by some ninety-eight percent for that task. 
It also incorrectly values the work the other way around. A machine didn't do the fraud case faster, and 
the value of the resolved fraud case or completed regulatory filing didn't fall. Charging by machine time is 
a penalty to the provider for the investment made in platforms, data, and engineering, which enabled the 
speed. No rational company would want to invest in automation on this basis. 

The third and only steady state answer is to price the input at nothing. Client is charged with the result 
that is verified per query, per claim, successful migration or based on measured savings. The provider's 
expenses, be they 10 hours of manpower or 10 minutes of computing, become his or her business. Margin 
no longer erodes revenues as it does at speed. This is the realignment that is why the shift is taking place 
now and not earlier. Outcome pricing has been on the fringes of the industry for decades but only 
becomes compulsory when the effort value delta becomes too big to ignore. It was AI that filled the gap. 
In 2026, one industry research leader said effort-based volume no longer scales like it used to, and 
companies that don't reimagine their commercial model with AI will see their margins decrease, but 
those that do could see them grow. 
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6. THE TECHNOLOGY BEHIND THE SHIFT 
The technologies needed to make outcome pricing a reality only came together in a specific set of 
technologies from about 2023 to 2026. Once you find out about them, you will find that much of the 
mystery in the business change is removed. 

The AI agent, software that incorporates large language models, is the central technology, capable of 
reading instructions, planning a series of steps, utilizing other software tools and accomplishing a 
specified task without a human performing each step. Agents do work, whereas previous chatbots were 
only able to respond to inquiries. In the services world they scan the incoming mail and input the data 
into the accounting system, respond to employee queries regarding payroll and benefits, process 
customer support tickets from start to finish, write, and test routine code changes, and watch for failure in 
the systems. One industry analysis for 2026 projects that AI-native companies that target specific 
workflows can automate 60-80% of the tasks outlined in traditional statements of work. 

 

Fig -4: The Technology Behin The Shift 
 

Agents rest atop a previous technology, business process automation, that since the 2010s has 
automated repetitive digital tasks like copying data between systems. These older tools were inflexible 
and would fail if a form changed. Language models enabled automation to be flexible enough to deal 
with variation, exceptions, and unstructured documents where most of the human effort was previously 
invested. Machine learning takes it one step further models that are built from past case data can route 
work, anticipate failures, and alert humans to anomalies in transactions so they can focus only on the 
trickiest cases. 

The last, and least discussed, is the outcome measurement system which is arguably the most important 
for pricing. If there can be no dispute on the results, then a firm may charge per result. Providers have thus 
developed instrumentation in their platforms, such as logging to record each task from intake to 
completion, dashboards to report resolution rates and quality scores, and audit trails to enable the client 
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to verify what was done. The specificity of this is reflected in contracts in the software market that is next 
door to services. As of 2026, several vendors charge a fixed fee for each AI that can handle a customer 
interaction from start to finish, and charge nothing if the AI cannot handle the entire interaction and a 
portion of the case is referred to a human. One platform executive said it's as simple as that a completed 
case is one that can't be disputed. It's the combination that is more important than any one component. 
Agents bring speed, automation and machine learning bring the scale, and measurement systems bring 
the trust to enable speed and scale to be sold as outcomes not hours. 

 

7. MEASURING AN OUTCOME 
7.1 The Hard Problem Inside the New Model 
The number one challenge to outcome pricing isn't technological. It is definitional. For a provider to be 
paid for a result, there needs to be agreement between provider and health system on three things what 
is the result, how will it be measured and how will credit be given if there are multiple factors. All of these 
are more difficult than they may seem and that's why adoption is lagging the headlines. 

 

Fig -5: The Hard problem Inside the New Model 
 

Start with definition. The simple customer query that appears to be resolved suddenly becomes 
complicated with edge cases. If only 10% of a customer's issue is handled by an AI and the remaining 90% 
is completed by a human, was it accomplished. In 2026, one large software vendor responded publicly  
no. For it to count as an automation, the automation must be 100 percent, and if it's not, it's passed on to 
people and the company doesn't charge for those interactions, its president said. That's a neat rule, but it 
would mean that the vendor would take the risk of revenue that hourly billing never had. 

Measurement is the second difficulty. Machine counting operational results is possible e.g. tickets closed 
or invoices processed. Financial results cost savings or revenue increases are much more difficult, since 
they need a baseline, an agreed period of measurement, and measures to prevent manipulation of the 
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results by both sides. A leading strategy consultancy's research from 2025 revealed that buyers prefer 
pricing to financial results, and vendors are least likely to adopt it, for the very reason that the ability to 
attribute is so hotly debated. Even if a provider's renewal agent does an outstanding job, the client's 
product may be bad, or the economy may turn and the provider's revenue will suffer no vendor wants 
that. 

The third and ongoing issue is the attribution. In a large enterprise, a result, e.g. a 10% reduction in 
processing costs, could be caused by the provider's automation, the client's process changes, staff 
reductions and market conditions, at the same time. There are no limits to outcome-based pricing except 
where the two sides can agree on attribution, and in complex environments, there is often no clean 
attribution, said a technology procurement specialist in 2026. 

This means that in practice most real contracts are hybrids. In 2026, a research study of eighty AI agent 
companies revealed that 95 percent of the sample employed hybrid pricing, and pure outcome pricing 
was only present in less than 4 percent of the sample. For services, the base fees are for access to the 
platform, outcome fees are for work completed and gain sharing clauses are for verified savings. 
Outcome-based levers or clawbacks clauses will be present in 60 percent of large IT services contracts 
by the end of 2026, according to one research firm, and that's right on the money outcomes are being 
adopted in contracts as a part of the mix long before they're going to be used in place of hourly billing. 

 

8. WHERE THE MONEY NOW COMES FROM 
8.1 The New Margin Arithmetic 
The single most important shift for the future of industry that can't be seen on any invoice is the source of 
profit has shifted. For hourly billing margin was the difference between the billing rate and the employee 
cost times utilization. As the number of employees increased, so did the profits. Outcome pricing is the 
difference between the fixed price of an outcome and the provider's actual costs of an outcome. Profit is 
now more efficiently made, and the number of people is now a cost to minimises not an asset to 
maximise. 

Solve a very simple problem. Assume a provider is willing to accept a flat fee per claim if the provider 
accepts insurance claims. The provider's cost could come close to or be the same as the price if the 
claim is processed by a human within an hour. The difference is margin and the cost per claim drops 
significantly if the same claim is processed by an AI agent in minutes, with a human agent looking at 
exceptions only. The provider that automates the most wins out from the same contract. That's a 
complete change of the old logic with hourly billing, the same automation would have reduced the 
provider's revenues. 

The adjacent software market publishes the pricing, which is shown here in miniature. A vendor that sells 
AI-driven support interactions for $1 to $2 per interaction is responsible for covering all the costs of 
running the underlying computing infrastructure and makes profit by selecting the most cost-effective 
model for each interaction, as one chief financial officer (CFO) of an AI vendor stated in 2026. They make 
their money off the number of cases they can solve at a low cost and reliably, not on the number of 
employees they use. In the meantime, human handled support tickets cost operators about $1-$4 per 
ticket at scale, and much more for complex regulated tickets, thus setting the competitive cap the 
automated price should be able to beat. 
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The changeover is a perilous time for big service providers. In early 2026, analysts noted that automation 
initially boosted the margins at big companies, as costs declined before prices. They also cautioned that 
the impact is limited in an industry that is divided up and has a number of able contenders, the savings 
are handed on to the customers by way of price competition. The equity market had its own verdict the 
top technology stock index in India has plunged nearly a fifth in 2026 and its 10 companies have lost a 
total of 73 billion dollars in value. 

 

Fig -6: The New Margin Arithmetic 
 

The durable winners, if there are any, will be the companies that have three assets. They have their own 
automation platform that reduces the cost per outcome, they have enough expertise in their industry to 
be able to credibly define and guarantee an outcome, and they have the discipline to cannibalize their 
own hourly revenue before some other company does it for them. No longer is it about being busy, it's 
about being efficient. 

 

9. WHAT THE SHIFT MEANS FOR WORKERS AND THE SKILLS THAT WILL MATTER 
The transition is felt more keenly than anywhere else by those who work in technology services, and there 
are losses and opportunities. The biggest drawback is at the entry level. The broad base of the hiring 
pyramid was since lower level employees were creating billable hours. As hours become unprofitable, so 
does the business case for hiring large numbers of entry-level workers. In February 2026, a senior 
executive at one of the biggest providers noted that 15-20% of the entry-level revenue is structurally under 
threat and, across the industry, the reporting through 2026 is characterised by a slowing of graduate 
intake and a reset of the workforce within 18 months. 

But the same evidence reveals what takes the place of the old jobs and not the disappearance of jobs. 
Outcome contracts move the human element up the stack, as one 2026 industry analysis puts it, towards 
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relationships, strategic judgment, and contextual understanding. In banking, as opposed to healthcare, 
someone must create a definition of a successful outcome, define the processes for agents to follow, 
review the exceptions that machines can't address, audit quality and accept responsibility when 
automated processes engage regulated activities. Providers talk about developing smaller, more 
valuable teams, where more experienced people oversee fleets of software agents. One executive 
described what's coming as a shift from labour arbitrage to knowledge and intelligence arbitrage and 
said that it could grow the total market as segments of the old pyramid contract. 

 
Fig -7: Transformation through Automation & AI 

 

From a practical perspective, this means specific implications for the individual worker. Routine 
application development and desktop support are examples of analyst data showing two years of steady 
rate declines, in areas where agents already perform well, billing rates are falling. The skills that are now 
becoming valuable are those that can automate an end-to-end process, have the domain knowledge to 
define and ensure results, quality assurance and auditing of machine work, and the design of the 
measurement systems on which outcome contracts rely. Accountability itself becomes a skill as 
providers in outcome contracts take on the performance risk and someone higher up must be 
accountable for that risk. 

The honest doubt should be also expressed. At this time, no one knows if the new roles will be able to 
absorb the people that were employed in the old pyramid, or how long it will take. There will be more work 
than is destroyed in the end, but eventually can be a career, and the adjustment costs are borne by real 
people. Those who are planning for the transition, whether workers, educators or governments, should 
take the term retraining off the slogan list and put it on the list of tasks that need to be done and are 
funded, as evidence suggests that the commercial incentive to the old employment model is no longer 
there. 
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10. CONSEQUENCES FOR NATIONAL ECONOMIES AND SERVICES-EXPORTING COUNTRIES 
The transition at national level is for countries which have developed export economies based on 
technology services. The most obvious example and the most documented is in India. It has created an 
annual revenue stream of approximately 315 billion dollars in its technology sector it has created more 
than five million jobs it has been the key to urban middle-class growth for a generation. That industry was 
the most dependent on billable hours and the advantage of labor costs and thus is the most vulnerable 
to the repricing that is going on. In July 2026, clients were asking for the same work at 25-30% less, 
contracts were getting shorter as buyers sought to protect themselves against change, and some work 
was getting lost as clients automated in-house, reported Reuters. The impact on the stock market was 
harsh the industry index dropped some 20% over the year. 

 

Fig -8: Automation & The Future of Services Exports 
 

But exposure does not equal decline and there are opportunities in the national picture. First, the 
advantage of the headcount is a two way street. The ability to compete on engineering quality, domain 
platforms, and automation skills, instead of wages only, will be possible if contracts are won based on the 
ability to deliver outcomes efficiently. The data already indicates that mid-size businesses are seeing a 
shift in mandates away from much larger competitors, in 2026 they were able to outpace their rivals with 
flexible pricing and faster turnaround. This puts on a level playing field what was once a scale's turf, for 
economies with strong technical education. 

Second, the transition incentives are directly related to the skills that governments can shape advanced 
technical education, research skills, robust digital infrastructure and rules for data and AI accountability. 
The margin is captured by a country which owns the automation platforms, the wages by a country 
which runs other people's platforms – and shrinking wages. Where the new profits go depends on policy, 
which can be either in support of platform ownership, such as research funding, education reform, and 
sensible regulation, or in opposition to it. 
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Third, importing countries and their people are measurably better off. The cost of the administrative 
overhead within banks, insurers, hospitals, and government agencies decreases when business services 
are priced according to outcomes and automation reduces the cost per outcome. Those savings aren't 
necessarily translated to consumers, but competition does a pretty good job of funneling a significant 
portion of the savings to consumers in the form of lower fees, faster service, and fewer errors. 

Transitional inequality is the risk that need to be candidly stated. Outcome pricing benefits the firms with 
platforms and the workers with the higher end of skills, while the costs are borne by routine workers and 
regions which rely on volume employment. Those countries that will successfully manage the transition 
will see a combination of industrial ambition and real retraining and social support. Aggregate gains may 
prove to be politically inedible in countries that do not tackle the distributional issue. 

 

11. WHAT CORPORATE BUYERS GAIN, AND WHAT THEY MUST LEARN 
Outcome pricing is a great opportunity for organizations that are buying technology services, but it 
requires new skills, which many of these buyers don't possess. The benefits are to be first. With hourly 
billing, the client was exposed to virtually all the performance risk because if the project was to run long, 
the client was liable for the overrun. Outcome contracts put most of that risk on the provider, who agrees 
to an outcome and takes responsibility for the expense of obtaining that outcome. It's a no-brainer in 
2026. We take the risk, we make a commitment, and we make it happen, said an executive at one 
provider. This turns an uncertain cost into a more like a unit cost for a CFO, it's one case, one case 
resolved, one claim processed, at a known cost. Another benefit cited by a university technology chief in 
2026 is that the model encourages the partner to do it right because the vendor doesn't make any money 
if it doesn't. Budgeting also becomes more effective as forecastable, per-outcome costs are more easily 
planned as compared to open-ended time and materials engagements. 

 

Fig -9: Outcome Pricing Shift Risk Align Results Drive ROI 
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ROI can also be calculated, which hourly billing never could. The buyer doesn't ask, Did I get my 10,000 
billed hours’ worth of work an unanswerable question but rather, Did I get the results I expected for the 
results I paid for. It is a way that has come to be used by organizations to assess their technology 
expenditure did the technology save on the use of other resources. 

The commitments follow and are real. The precision required at the signing of outcome contracts is not 
required in hourly contracts. The buyer must clearly define the desired outcome and how that outcome 
will be measured, as well as negotiate the repercussions for poor performance, whether that's a clawback 
clause that one research firm predicted would be included in 60 percent of large services contracts by 
the end of 2026 or another penalty. Attorneys say these contracts often break down in the attribution 
battle, and outcome definitions need to be negotiated in an open way prior to signing, rather than 
litigated later. The buyer should also appreciate the vendor's side of the math, too that is, when the 
vendor quotes a performance price, they have a model that indicates that the outcome is reliably 
deliverable, and a good per-outcome price is partly a reflection of how confident the vendor is, and that 
should be tested, not taken on faith. 

The last warning is from neighbouring markets. In cases where pricing has transitioned from outcomes to 
consumption, buyers have seen unexpected charges on their invoices. One 2026 analysis found that 78 
percent of technology leaders had seen unexpected charges under consumption models. Lesson for 
buyers. The new models are all about the same measure carefully sign first, define later. 

 

12. WHAT ORDINARY PEOPLE SHOULD TAKE FROM THIS 
The change described here has at least four real-life implications, most of which most readers will never 
negotiate a services contract about, but whose decisions are nonetheless affected by the change. 

The first is in terms of price and quality of services. Outsourcing is a key component in the back offices of 
banks, insurers, telecom operators, hospitals, and government agencies. If those services are outcome 
based, and automation reduces the cost of the outcomes, everyday institutions operating costs go down. 
That's trickled down through competition, and citizens feel the effects of this in the form of quicker claim 
settlements, faster customer support solutions, fewer processing mistakes, and ultimately pressure on 
fees. The economics are already out there Automated resolution of a support case costs $1-$2 in 2026, 
compared to $1-$4 or more if it's handled by a human at scale. 

The second is careers, careers of oneself and of one's children. The claims in this article are not the typical 
AI is changing everything mantra, but more specific. It states that the market no longer rewards time 
spent, but rather rewards results, and that's the case with technology services and more. No longer is it a 
question of what jobs can be done by machines, it is a question of what skills allow a person to define, 
guarantee, and take responsibility for outcomes for a student choosing a field or for professional planning 
the next decade. Judgment, domain depth, and accountability are becoming the priced commodities, 
routine execution is becoming infrastructure. 

The third is investment pensions. Technology services companies are part of the retirement portfolio of 
millions of households, whether as direct investments or via indexes. The key to understanding the news 
without panicking or false comfort is to realize that reported revenue declines may be due to a pricing 
transition and margin expansion during early automation may be temporary, as analysts warned in 2026. 
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At the bottom, the $73 billion in market value lost by the top 10 listed technology companies in one 
country in 2026 was the market pricing a complete reversal of the trend described in this article. 

 

 

Fig -10: Automation Implications 
 

The fourth is citizenship. In the next few years, governments will have to decide on retraining funds, 
education curricula, AI accountability regulations, and support for the areas. Those decisions will be 
better informed if voters appreciate the real process that is taking place not the replacement of people 
by machines per se, but a shift in what buyers are paying for which is a subtle but profound reallocation 
of who gets hired, what gets taught, and where prosperity settles. That's the new information that this 
article is designed to offer. 

 

13. WHEN THE OUTCOME IS WRONG ACCOUNTABILITY IN AUTOMATED DELIVERY 
Outcome pricing is the answer to the question. What does an outcome cost. It does not address the more 
difficult issue of who is responsible when the product is flawed, and there can be no honest description of 
this transition without an answer to the question. 

With hourly billing, it was responsibility was spread out and known. It was a human error, the provider's 
supervision failed to detect it and decades of contract law and professional norms determined the 
remedy. With automated delivery, the rules of failure are different. If an AI agent gets one insurance claim 
wrong, unless rectified, the same will happen with claims in bulk and at speed, as the same logic is 
applied to every claim. This efficiency that gives the provider the margin also focuses on the provider's 
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risk. One bad workflow can result in thousands of bad results before anyone can see it something that the 
old model didn't have. 

One of the less touted advantages of outcome contracts is that they more clearly allocate this risk than 
do hourly contracts. A provider is only paid for verified results and has already taken on the financial risk 
for failures an unresolved case yields no payment, and clawback clauses provide for amounts already 
paid for results that subsequently turn out to be faulty. Legal professionals who have been watching the 
transition in 2026 pointed out the impact. Outcome contracts are a recipe for disputes and litigation 
because responsibility is now part of the price. Financial accountability is not the sum and substance of 
accountability, though. The injury to a wrongly denied claim or a mishandled payroll record is to an 
individual and a refund of the contract fee is not a remedy. In response, regulated industries have started 
to make requirements for human review thresholds, audit trails, and escalation paths in automated 
workflows, which should be considered as important as the price per outcome. 

 

Fig -11: Accountability in Automated Outcome Delivery  
 

There is a corresponding obligation with respect to data protection. Agents that process invoices, health 
claims, and employment records deal with sensitive personal information on a large scale, and 
instrumentation that makes outcomes countable also generates detailed logs of the information. It is 
therefore the same measurement systems that are used for outcome billing that must comply with data 
protection regulations of all jurisdictions that the work traverses, and that compliance is increasingly 
becoming more complex and onerous as delivery becomes more automated. 

Last, automated delivery is a cost in resources that hourly billing never broke out. Running large-scale 
computation consumes energy and water and a pricing model that encourages to run more agent tasks 
at lower cost implies pressure to run more computation. Vendors with a fixed price per outcome have an 
incentive to be efficient, which is good, but buyers and regulators will increasingly demand that the price 
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of an outcome be accompanied by the environmental cost of the outcome. Ultimately, the change 
outlined in this article will be evaluated not just based on cost of outcome, but also on the fact that 
somebody was held accountable for each outcome. Risk can be transferred via contracts, but 
responsibility cannot be transferred to a machine. The new model can only be trusted by the public if 
there is a human owner with a name and held accountable for every automated decision. 

 

14. THE GAP BETWEEN THE HEADLINES AND THE CONTRACTS 
The one thing that is not discussed in present literature is the largest unexamined issue of this transition 
the public narrative is well ahead of the measured reality. 

There's a lot of story on the side. In some sectors, chief executives report that most new contracts are 
priced on outcomes one reported that in finance, human resources, and business services, 80 per cent of 
new contracts are priced on outcomes in July 2026. Consultancies release the frameworks saying that 
the seat and the hour are over. Market researchers predict that by 2029, 30 percent of IT services 
contracts will be outcome based and by 2030, 40 percent of enterprise software spending will be usage, 
agent or outcome based. 

The side that is measured is not as loud. In 2026, a top research firm estimated that less than 19 percent 
of services buyers and less than 13 percent of services contracts on the seller side are currently using 
outcome-based arrangements and that fewer than 25 percent of applicable services contracts would be 
outcome-based by 2031. In 2026, a survey of eighty AI agent businesses revealed that only 3.8 percent of 
the sample had pure outcome pricing, which was down slightly from the previous year even though the 
per-outcome headline prices had increased by many times. The predominant model was the hybrid one 
which combines subscription, usage and outcome components 95 percent. 

Three reasons for the difference are worthy of investigation, and none has been thoroughly tested. The 
first is segment concentration outcome pricing may be the more prevalent in narrow, highly measurable 
areas of work, like transaction processing and customer support, and rarely used in the more complex 
areas of project work, where both the 80 percent and the 19 percent would be true. The second is 
definitional inflation contracts that are publicly called out as outcome-based may be hybrids with a 
smaller proportion outcome linked, which is what the projection suggests by end of 2026, 60 percent of 
large contracts would feature outcome clauses, but not outcome pricing. The third is announcement bias 
companies facing pressure from investors to show off that they're ready to use AI have an incentive to 
talk up their business models in the most progressive way. There is a lack of academic literature. At the 
time of writing, there are few peer-reviewed studies measuring the adoption of outcome contracts on 
their own, no studies measuring the results of outcome contracts on the buyer compared to hourly 
contracts, and virtually no studies on the distributional effects across workers and regions. The most 
obvious research program that can be outlined in this article is the filling of those gaps. 

 

15. CONCLUSION 
The facts gathered here tend to be a conclusion which is important and not sensational. What is now a 1.6 
to 1.9 trillion dollar industry for 30 years is now broken, and it's broken because AI has made the two 
quantities obviously unequal. No contract based on hours can fairly price the work once a software agent 
can do it in 10 minutes and a person can do it in 10 hours. The only way arithmetic could be done was to 
sell the result, not the effort, so providers did just that. That's how to answer the question that this article 
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has started with. The client shouldn't pay for 10 hours of work, and increasingly the client isn't paying for 10 
hours of work, he's paying for the results, and the provider's velocity is his profit. The effects take place in a 
logical order because of the one change. Profit now values efficiency over manpower, thus turning upside 
down hiring pyramids constructed over a generation and placing a quantifiable percentage of first dollar 
sales at risk while elevating the importance of judgment, depth of domain, and accountability. In 2025, 
contract values were compressed by 20-35%, with even greater declines projected for 2026, equity 
markets took 73 billion dollars out of one country's top ten listed service providers in 2026, and there was 
no corresponding decrease in demand for the services themselves. Buyers were able to transfer risk, 
predict the cost of each unit, and measure the return, but they also had to create a new contract, in which 
they had to explicitly define the outcomes before signing. Services-exporting economies benefited from a 
new way of competing, not just based on wage differences, and a real transitional burden that policy 
cannot simply ignore. 

The main warning of the article should be restated at the end of the article. The shift is happening, it's 
early and it's uneven. Independent research indicates that about one in five buyers is using an outcome-
based contract, while executives say they're using it for 80 percent of their contracts in certain segments, 
and predictions vary by as much as 30 percent for the next decade. Pure outcome pricing is still not 
common hybrids are the norm there are no solved measurement and attribution issues with complex 
work. The truth about 2026 is that it isn't an industry that's done its metamorphosis, it's an industry that 
can no longer deny the metamorphosis. In a nutshell, for readers, there is one sentence of takeaway per 
page. Investing in skills that define and guarantee results is a good investment for workers as these are 
now the skills that the market prices. Buyers need to be educated on what they are looking for in the 
contract before they sign that is where the success or failure of these contracts will be. Policymakers 
should provide funding for retraining which arithmetic already requires. But any service provider, 
regardless of their field, should contemplate the question that the industry could no longer avoid Am I 
selling time or am I selling results. 
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