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Executive Summary 
AI is entering an industrialised phase where adoption surges but returns remain uneven. In 2025, 
enterprises shift from broad experimentation to targeted, high-value deployments as governance, data 
quality, and infrastructure limitations become critical success factors. 

Agentic AI and efficient small models are transforming workflows while addressing cost and 
sustainability pressures. Power constraints and energy use emerge as strategic challenges, and 
Europe’s regulatory drive signals a move toward controlled, sovereign innovation. 

Three scenarios - Selective Excellence, Infrastructure Reckoning, and Distributed Intelligence - outline 
possible paths for 2025–2028, defining how organisations balance ambition, constraint, and 
responsibility in the next stage of AI evolution. 

Insights 
The landscape of AI deployment is shifting dramatically. Enterprise adoption has surged, yet only a 
minority of initiatives deliver expected returns. The tension between ambitious investment and 
measured outcomes defines 2025. Emerging patterns reveal organisations pivoting from 
experimentation towards selective, high-value implementations whilst confronting infrastructure 
constraints and governance imperatives that will reshape the sector fundamentally. 

1. Agentic AI emerges as the transformative frontier. Autonomous AI systems capable of multi-
step planning and independent action represent the most significant development of 2025. The 
proportion of generative AI users launching agentic pilots is set to climb rapidly over the next 
two years. These systems automate workflows end-to-end, with early adopters reporting 
substantial improvements in speed and reductions in manual workloads. However, 
implementation failure rates remain high, indicating that technical capability alone proves 
insufficient without robust governance frameworks. 

2. Small language models challenge the "bigger is better" paradigm. Efficiency pressures are 
driving adoption of models under 10 billion parameters that run on consumer hardware. 
Compact models trained on high-quality synthetic data can match larger counterparts on 
specific tasks whilst consuming dramatically less energy. This shift democratises AI access and 
addresses sustainability concerns as data centre energy demands threaten to double within 
two years. 
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3. Data quality and governance emerge as the primary bottleneck. Over half of organisations 
struggle with data quality issues during AI implementation, whilst governance programme 
adoption has surged year-on-year. The rapid rise of synthetic data offers a scalable solution, 
with projections indicating a majority of AI training data will be artificially generated within three 
years. Yet this creates new risks, including model collapse when AI systems recursively train on 
their own outputs. 

4. Infrastructure constraints force strategic recalibration. Power and grid capacity challenges 
are affecting the majority of data centre operators, with AI workloads projected to consume 
electricity equivalent to Japan's entire usage by decade's end. Memory bandwidth limitations 
now rival GPU shortages as deployment bottlenecks. Edge computing and neuromorphic 
architectures - which are forecast to grow exponentially over the coming decade - emerge as 
critical alternative pathways. 

5. Regulatory frameworks crystallise European sovereignty ambitions. The EU AI Act's phased 
implementation, with general-purpose AI obligations active from August 2025, establishes the 
world's first comprehensive regulatory framework. Europe's large-scale investment initiatives 
signal determination to build sovereign capabilities. Federated learning gains traction as a 
privacy-preserving approach that aligns with GDPR requirements whilst enabling collaborative 
model development. 

Scenarios 
Three plausible trajectories emerge from current trends, each shaped by how organisations navigate 
the tension between innovation imperatives and operational constraints. These scenarios reflect 
divergent responses to infrastructure limitations, governance requirements, and competitive pressures 
over the 2025-2028 period. 

Scenario One: Selective Excellence 
Organisations concentrate resources on a handful of high-impact use cases rather than dispersing 
efforts across numerous pilots.  

• Leading enterprises allocate a substantial majority of AI investment to reshaping core functions 
and developing new offerings.  

• Agentic systems mature in narrow domains - customer resolution, supply chain orchestration, 
software development - where clear returns justify intensive governance.  

• Small language models proliferate for edge deployment, reducing cloud dependency.  

• Data quality programmes become competitive differentiators, with organisations that invested 
in robust governance extracting disproportionate value.  

• Skills gaps widen as demand for specialised AI roles outpaces general positions. This pathway 
delivers measurable returns but concentrates benefits amongst well-resourced players.  
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Scenario Two: Infrastructure Reckoning 
Energy constraints force fundamental recalibration as AI electricity demand outpaces supply.  

• Neuromorphic computing transitions from research to commercial deployment, operating 
vastly faster than biological brains whilst consuming minimal power.  

• Organisations embrace hybrid edge-cloud architectures, significantly reducing energy use 
and costs.  

• Concerns over model collapse drive premium pricing for verified human-generated training 
data.  

• Regulatory pressure intensifies as enterprise-level AI assurance remains low. European 
sovereignty efforts fragment the global AI ecosystem, with distinct technical standards 
emerging across jurisdictions.  

• Innovation slows temporarily but establishes sustainable foundations for long-term growth. 

Scenario Three: Distributed Intelligence 
Open-source models and federated learning democratise AI capabilities.  

• Data mesh architectures enable domain-specific teams to own and serve data products 
independently, breaking centralised bottlenecks.  

• Multimodal AI agents become ubiquitous, processing text, image, and audio inputs 
seamlessly.  

• Synthetic data generation matures, with robust human-in-the-loop validation preventing 
quality degradation.  

• Skills development accelerates through AI-augmented training, partially closing the global 
talent gap.  

• Regulatory sandboxes and AI factories provide shared infrastructure for SMEs.  

This scenario distributes innovation capacity broadly but requires coordinated governance to prevent 
fragmentation and ensure interoperability across decentralised systems. 
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