
Science in Parliament  |  Vol 79 No 4  |  Winter 2023 5

HOW AI WILL TRANSFORM THE 
LANDSCAPE OF TECHNOLOGY 
SKILLS MARKET

Roger Brown,  
CGS Group

Peter Tarbitten, Director, CGS Group

Michael De Kare-Silver, MD,  
Digital Prospects

Chris Finch, Director, SOM-3 

Daniel Carter, Senior Consultant, 
Consultancy Group

Steve Collier, Director,  
Practice CGS Group

“We analyzed the evolving landscape of 
the IT technology skills market, leveraging 
AI and other transformative factors. 
Subsequently, we engage in constructive 
dialogues concerning these challenges with 
prominent industry organizations that 
possess a global footprint and play a 
pivotal role in driving fundamental shifts 
within the sector for the different skills 
needed by organisations."

INTRODUCTION 
The Information Technology 

(IT) skills market has always 
been responsive to technological 
advancements and market 
dynamics, but the confluence of 
the pandemic, changes in the 
tax law, advancements in 
Artificial Intelligence (AI), and 
evolving consulting regulations 

has brought about a 
transformation of unprecedented 
magnitude. This article delves 
into the multifaceted impact of 
these three factors on the IT 
skills market, analysing the 
challenges, opportunities, and 
adaptations that firms within this 
sector are currently undergoing. 

The outbreak of the pandemic 
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in early 2020 unleashed a wave 
of disruptions across industries 
worldwide. Governments 
imposed lockdowns and social 
distancing measures, leading to 
an urgent need for remote work 
infrastructure and digital 
solutions. This sudden shift 
catapulted the demand for IT 
skills services as organizations 
raced to ensure business 
continuity. Consultants played a 
pivotal role in enabling remote 
work environments, securing 
digital communication channels, 
and facilitating digital 
transformation strategies. Cloud 
migration, cybersecurity 
enhancement, and virtual 
collaboration tools gained 
immense prominence as clients 
sought to navigate the new 
business landscape. 

While the surge in demand for 
IT skills services presented 
growth opportunities, it also 
brought forth challenges. Project 
delays, budget constraints, and 
uncertainty about economic 
prospects impacted the stability 
of skills firms. The delicate 
balance between maintaining 
service quality amidst a remote 
work setup and meeting clients' 
evolving needs required rapid 
adaptation and innovation. 

 Advancements in AI 
technologies have been 
reshaping various industries, and 
the IT short term skills market is 
no exception. Machine learning, 
natural language processing, and 
automation are becoming 
integral to service offerings. AI-
driven data analytics enable 
consultants to offer data-driven 
insights, aiding clients in making 
informed decisions. AI-powered 
chatbots are revolutionizing 
customer support experiences, 
streamlining interactions and 
responses. This integration of AI 
not only enhances efficiency but 
also augments the value that 
consultants can provide to 
clients. 

However, the adoption of AI is 
not without its challenges. The 

fear of job displacement due to 
automation looms large, 
prompting discussions about 
reskilling and upskilling the 
workforce to remain relevant in 
an AI-driven environment. Ethical 
considerations regarding AI 
decisions, potential biases in AI 
algorithms, and concerns about 
transparency and accountability 
also add layers of complexity to 
AI integration. 

The alterations in the taxation 
system for consultants have 
brought about a significant shift 
in the landscape, particularly 
impacting the growth prospects 
of small consultancies. These 
changes are primarily driven by 
the introduction of new tax 
regulations, specifically related to 
PAYE (Pay As You Earn) costs, 
which are now routed through 
umbrella companies. This shift 
has led to a rather substantial tax 
burden on consultants, with 
taxes being deducted at a rate as 
high as 45%. 

To illustrate this with a practical 
example, consider a small skill 
that was operating under the 
previous tax regime. Under that 
system, the skills was subject to 
various taxes, including a 20% 
Value Added Tax (VAT), a 19% 
Corporation Tax, and a 32% 
Dividend Tax. This tax structure, 
though not insignificant, allowed 
consultancies to retain a more 
substantial portion of their 
revenue. 

However, with the new 
regulations, consultants are now 
compelled to funnel their 
income through an umbrella 
company, which deducts a 
whopping 45% in taxes. This 
deduction includes not only the 
standard income tax but also 
both the Employee's National 
Insurance (NI) and Employer's 
NI contributions. This shift has 
led to a substantial reduction in 
the revenue that consultancies 
can retain for their business 
growth. 

This tax restructuring has 
effectively favored the umbrella 
companies, often positioned as 
intermediary entities in the skills 
process. These companies now 
play a pivotal role in managing 
the tax obligations for 
consultants. As a result, they 
have gained a competitive 
advantage, given the lower tax 
burden and increased simplicity 
of the tax process compared to 
consultancies. 

The implications of this taxation 
shift extend beyond the skills 
sector and create an uneven 
playing field for businesses 
across various industries. It has 
prompted a reevaluation of the 
tax landscape, with debates 
around fairness, the economic 
impact on smaller enterprises, 
and the overall competitiveness 
of the business environment. As 
the tax landscape evolves, 
businesses, consultants, and 
policymakers are grappling with 
these changes, seeking to strike 
a balance that ensures both 
revenue generation for the 
government and a supportive 
environment for small 
businesses to thrive. 

The evolving landscape of 
consulting regulations is another 
crucial factor influencing the IT 
skills market. Data protection 
laws, such as the General Data 
Protection Regulation (GDPR), 
have significantly impacted how 
firms handle client data. With the 
increasing reliance on digital 
solutions, the importance of data 
privacy and cybersecurity has 
grown manyfold. Moreover, the 
rise of AI has necessitated the 
development of regulatory 
frameworks to ensure 
responsible AI deployment and 
prevent discriminatory or 
unethical practices. 

Navigating these regulations 
requires expertise and 
adaptability. Skills firms need to 
ensure their practices align with 
evolving legal requirements, 
which can vary across 

jurisdictions. The ability to 
understand and implement 
these regulations effectively has 
become a competitive 
advantage, as clients seek out 
consultants who can provide not 
only technical expertise but also 
legal and ethical guidance. 

The intersection of COVID-19, 
AI, and consulting regulations 
has brought about an array of 
challenges for IT skills firms. 
Remote work models, while 
enabling global collaboration, 
require effective team 
management and 
communication. The integration 
of AI demands substantial 
investments in both technology 
and human capital, with the 
need for ongoing upskilling and 
reskilling initiatives. Addressing 
concerns about job 
displacement and ensuring a 
seamless transition to AI-
augmented services is critical. 

Furthermore, navigating the 
complex web of consulting 
regulations poses ongoing 
challenges. The rapid pace of 
technological advancement 
often outstrips the development 
of regulatory frameworks, leading 
to uncertainties about 
compliance. Firms must invest 
time and resources to stay 
informed about changing 
regulations and adapt their 
practices accordingly. 

Amidst these challenges, 
several opportunities emerge for 
IT skills firms. The increased 
demand for digital 
transformation services, fueled 
by both the pandemic and the 
adoption of AI, provides a 
platform for firms to specialize 
and offer unique value to clients. 
Remote work models enable 
skills firms to tap into a global 
talent pool, enhancing their 
ability to find the right expertise 
for specialized projects. 
Moreover, as clients grapple with 
the complexities of regulatory 
compliance, firms with a deep 
understanding of relevant 
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regulations gain a competitive 
edge. 

The integration of AI itself 
presents opportunities for skills 
firms to provide specialized AI 
consulting services, assisting 
clients in harnessing the 
potential of AI technologies. 
Firms that prioritize upskilling 
and reskilling initiatives position 
themselves as leaders in 
navigating the evolving 
technological landscape. 

“INSIGHTS FROM 
INDUSTRY EXPERTS: AI’S 
INFLUENCE ON THE IT 
SKILLS MARKET.” 

MICHAEL DE KARE-
SILVER, THOUGHTS:  

IT consulting is about an 
accumulation of years of 
experience, of wisdom, 
developing an intimate 
understanding of an industry, a 
market sector, and being able to 
problem-solve as well as to intuit 
innovative ideas and 
opportunities. It’s what we 
humans are good at! 

While AI will enable the 
automation of tasks, the 
processing of large amounts of 
data, and provide ways to drive 
productivity and efficiency, it will 
always lack human insight, 
creativity and market savvy. At its 
best, AI will be an aid to 
decision-making, a route to get 
to a solution more quickly, to be 
able to test out new ideas and 
compare options. It should be 
able to make the job of a 
consultant more fun, easier, and 
quicker to deliver and with more 
confidence that the solution path 
is optimised and deliverable. 
Some 40% of companies say 
they are already using AI to 
some degree today, and most 
major corporations are 
appointing Chief AI officers to act 
as champions and as senior 
stakeholders who can navigate 
and develop their organisation’s 
AI adoption and strategy. Best to 
embrace it than fight it! 

CHRIS FINCH 
THOUGHTS: 

The question everyone is 
asking right now is how AI 
impacts job opportunities within 
the IT world.   While all jobs and 
tasks have the potential to be 
automated, they will also 
generate new jobs in various 
sectors.   

Our research has shown that 
more generic jobs such as 
system maintenance, data entry, 
and administrative tasks could 
see a decline in the coming 
months and years, to be 
replaced by AI, but it could also 
result in new skills and jobs 
within the IT sector. This could 
be for those who have to control 
and monitor the AI tools.  

Let’s not forget the personal 
touch that AI will never replace. 
There will always be the need 
for a human to speak to other 
humans. Albeit AI can assist in 
many ways, it will never fully 
overtake the demand for this as 
humans.  

In Summary, while AI could see 
the end of certain tasks in the IT 
world, it could also see the 
creation of new job 
opportunities and the demand 
for upskilling. The constant need 
for improved performance and 
the need for people to embrace 
and welcome AI technologies 
would see IT professionals thrive 
in the ever-evolving job world.  

DANIEL CARTER, 
THOUGHTS: 

In just a short space of time 
there has already been explosive 
growth in the use of generative 
AI tools within technology 
consulting, indeed one-third of 
companies recently surveyed by 
McKinsey say they’re regularly 
using gen AI in at least one 
business function.  

It’s here to stay and will 
continue aiding consultants to 
do more with less by providing 
comprehensive data insights and 

predictive capabilities, enabling 
more informed decision-making 
across more complex projects. 
Bespoke offerings and 
personalised client experiences 
will only improve the consulting 
proposition in the market and 
enhance client relationships. 

AI’s ability to automate 
processes and collect vast 
amounts of data quickly allows 
consultants to move away from 
time-consuming tasks such as 
data entry and focus more time 
on strategic problem-solving. By 
utilising their intuition and 
stakeholder management skills, 
which AI cannot replicate, they 
can interpret these AI-generated 
insights and add value to the 
client at a commercial level. 

Is AI coming to take your job as 
a technology consultant? 
Probably not. But could 
someone who knows how to 
utilise AI better than you take 
your job? Possibly. Do not fear 
AI. Embrace it. 

FINAL THOUGHTS: 
As the effects of COVID-19, AI 

advancements, and consulting 
regulations continue to ripple 
through the IT skills market, firms 
must adapt to ongoing changes. 
Integrating AI strategically into 
service offerings, investing in 
upskilling initiatives, and 
embracing a proactive approach 
to regulatory compliance are 
essential strategies for future 
success. 

Hybrid service models that 
balance remote work with in-
person interaction may become 
the norm. This approach could 
facilitate effective client 
communication and 
collaboration while leveraging 
the benefits of remote work. As 
AI technologies mature and 
regulatory frameworks evolve, 
skills firms must stay agile and 
responsive, aligning their 
strategies with emerging trends 
and requirements. 

In conclusion, the IT skills 
market is undergoing a 
transformative phase due to the 
interplay of COVID-19, AI 
advancements, and consulting 
regulations. While these factors 
introduce challenges, they also 
create unprecedented 
opportunities for growth, 
innovation, and specialization. 
Adapting to this changing 
landscape requires a holistic 
approach that encompasses 
technological expertise, 
regulatory awareness, and a 
commitment to continuous 
learning. By embracing the 
challenges and opportunities 
presented by these factors, IT 
skills firms can position 
themselves at the forefront of a 
dynamic and evolving industry. 
We will revisit this topic in 18 
months.  


