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Big Tech's Pivot to AI:  
What That Means and Will It Succeed? 

 

 
 Google, Microsoft, Meta, and Amazon are all-in on AI - aggressively pivoting their 
business models toward artificial intelligence over the past 12 months, in the most 
significant strategic shift in the industry in a decade. This pivot comes amid slowing 
growth in their core businesses and reflects their ambition to position AI as the 
foundation of future economic activity, giving them unprecedented influence across the 
whole of society. 
 

While these companies have formidable advantages in capital, compute, and data, their 
success is far from guaranteed. Their approach emphasises closed ecosystems that 
prioritise shareholder value over innovation and customer experience. This note argues 
that an open, competitive AI ecosystem would better serve innovation, market 
dynamism, and consumer welfare than the ever more concentrated model currently 
emerging. 
 

The coming years will determine whether big tech's AI ambitions result in genuine 
innovation or merely entrench existing power structures. Success will depend on 
regulatory frameworks that promote competition, technological developments that 
democratise capabilities, and whether these giants can overcome their historical 
tendencies toward complacency and mediocre product experiences once competitive 
pressure eases. 
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The great pivot 
Technology's largest companies are betting their futures on artificial intelligence, and reorganizing 
around it. Google has rebranded itself as "AI-first," Microsoft threw billions at OpenAI and 
integrated AI across its product suite, Meta has shifted its big bet on the future from the metaverse 
to AI and is now recruiting aggressively, and Amazon is embedding AI throughout its retail, cloud, 
and device businesses. 

This strategic realignment represents a fundamental repositioning intended to capture the 
extraordinary value these companies believe AI will generate across the economy. Internal memos 
and statements on earnings calls reveal their vision: with AI set to become the nervous system of 
the global economy, these firms want to be its brainstem—indispensable, embedded, and extracting 
rent at every layer. 
 

This pivot comes at a critical moment for big tech. Engines are stalling. Growth in the core business 
lines that turned these companies into some of the most successful in history has started to slow. 
For a long time, the new territory of the online world (outside China) offered huge returns to its first 
colonists; the COVID-19 pandemic shutdowns rapidly pushed more of society and the economy into 
the online space where tech companies ruled; but now the limits of that territory are starting to be 
felt. 

●​ Search advertising is a maturing business that cannot continue to grow at the annual 20% 
rate that Google had enjoyed for much of the 2010s. Cosy deals that have protected Google’s 
market share in search, like its payments to Apple for default position on iPhones, are at 
serious risk of being unwound 

●​ Meta struggles with saturation in social networking, and has been forced into the more 
competitive and expensive world of audiovisual entertainment 

●​ Amazon's e-commerce faces increasing competition, and the share of sales it extracts from 
its huge array of marketplace sellers cannot be pushed much higher 

●​ Microsoft’s big bet on video games came at a market peak, with no sign that it will deliver the 
fast growth its core enterprise software business no longer can 

These companies' massive valuations depend on growth narratives; any transition away from a 
growth model will be hugely painful to them and their shareholders. As such, AI presents itself as 
the perfect solution—a seemingly limitless new frontier that could eventually touch every sector of 
the economy. The ultimate prize is positioning themselves to extract value from all AI-enhanced 
economic activity, dwarfing even their current influence. 

Their stock valuations depend on growth stories. AI looks like the next big narrative—a limitless 
new frontier that touches every industry. The goal isn’t just to build AI tools, but to insert 
themselves as gatekeepers to every AI-enhanced interaction or transaction across the economy. 

Incumbent advantages 

Big tech has formidable advantages in this race. First among them is their access to capital, to fund 
AI research, talent, M&A and infrastructure. Already-built infrastructure is also an advantage: 
Microsoft, Google and Amazon already control huge amounts of compute through their cloud 
businesses, and have the organisational capacity to integrate new data centres at a rapid pace. They 
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also already employ many of the world’s leading AI researchers, and are scrambling to hire as many 
more as they can, no matter the cost. 

Access to data, to train cutting-edge AI systems, is another area of strength: the consumer products 
they control deliver enormous quantities of data relevant to building commercial AI systems. 
Google’s control of YouTube alone gives it unmatched access to valuable video training data. Those 
consumer products also represent surfaces to deploy and improve their own AI products. Google 
boasts seven products with more than two billion users; no other company can get AI offerings in 
front of more people more quickly than firms like Google and Meta—at its I/O conference, Google 
reported 1.5 billion users of AI summaries on search. 

This dynamic of strength creates a troubling potential for market concentration that exceeds even 
the current state of tech dominance. The economic and technical barriers to entry and massive 
deployment of advanced AI are already high; if big tech companies use their existing strength to win 
in the world of AI, this could lock in their ascendancy for years or decades. 

History suggests that when competition wanes, innovation suffers. Current competitive spending 
appears healthy, but follows a predictable pattern: after an initial period of heavy investment to 
secure market position, these companies typically pivot to margin optimisation and competitive 
moat-building rather than continued innovation. Big tech companies have concentrated the total 
value of public companies, posted gross margins in the high double digits and spent hundreds of 
billions of dollars on share buybacks over the past decade; this demonstrates that big tech likes to 
reduce competition then profit handsomely at its leisure. 
 

Risks of concentration 

The very concentration that big tech seeks contains the seeds of its own undoing. Historical 
patterns show that dominant technological paradigms are rarely overthrown by direct competition 
but rather by asymmetric innovation that renders existing advantages irrelevant. As monopolists, 
big tech risks organisational rigidity, a loss of attractiveness to key talent, and a restrictive need to 
maintain high-margin revenue lines. 

There is a particular geographic vulnerability emerging in AI, with new innovation hubs coming 
online beyond big tech's traditional "kill zones". If any of these lead to a global AI contender, it could 
shock the US big tech incumbents who may have lost their historical paranoia through a period as 
comfortable local monopolies. 

●​ Asia-Pacific: Countries like India, Singapore, and South Korea are developing robust AI 
ecosystems with different optimisation goals and market needs. China's alternate AI 
development path is producing impressive results, built on AI talent that rivals that of Silicon 
valley and despite chip restrictions designed to kill the country’s AI capability in its crib. 

●​ Europe: Regulation-first environments are fostering AI companies designed for privacy, 
ethics, and transparency from the ground up, and a new recognition of the need for a 
continental industrial strategy, independent from the US, will help foster local champions. 

●​ Global South: Markets with different infrastructure constraints and use cases are developing 
AI solutions optimised for their contexts, which may prove more adaptable globally than 
resource-intensive Western models. 

History shows that technological paradigms are most vulnerable to architectural innovations that 
change the fundamental rules of competition. In particular, the hyperscalers will promote 
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centralised, cloud-based, general purpose and GPU-intensive solutions that favour their current 
business models. Edge AI, efficient specialised models and new AI architectures could leave them 
leading a race that rapidly becomes obsolete. 

The most successful AI startups will likely emerge from unexpected corners with approaches that 
initially appear inferior or irrelevant to incumbents but ultimately redefine the market on terms 
unfavourable to current leaders. This pattern—seen with personal computers disrupting 
mainframes, cloud disrupting on-premise software, and mobile disrupting desktop—suggests that 
AI concentration will eventually give way to a more dynamic, distributed innovation landscape. 

Product 

Despite their market power, big tech companies have historically struggled with maintaining 
product excellence over the long-term. Their success has more often stemmed from network 
effects, strategic acquisitions, and ecosystem lock-in than from continuously improving their user 
experiences. Google Search has become bloated with ads and commercial results, and much less 
effective for many queries as a result—the imminent roll-out of AI mode increases the risk that 
Google simply abandons any meaningful improvements to ‘classic search’. Microsoft's enterprise 
products are used more out of necessity and path dependency than delight, while Amazon's 
shopping experience is a mess, with unreliable reviews, confusing listings and shoddy or 
counterfeit products abounding. 

This product quality gap creates vulnerability. Companies like TikTok have demonstrated that 
superior experiences can rapidly capture market share despite entrenched competition. AI products 
from startups often demonstrate greater creativity and responsiveness to user needs than those 
from incumbents. Even something like Google’s lauded NotebookLM, while undeniably a useful 
product, has a clunky and unintuitive interface and poor onboarding (and a typically confusing 
name). 

Open vs. closed model development 

An alternative model for AI development exists: one built on open standards, interoperability, and 
distributed innovation. This approach would democratise access, accelerate innovation, serve real 
user needs through open competition, and distribute economic benefits far more widely. 

Open-source AI models are already demonstrating remarkable progress, often matching or 
exceeding the capabilities of proprietary systems within months of their release. To its credit, Meta 
has poured huge resources into the development of more open models and a surrounding 
ecosystem, though not a fully open-source one, and the recent Llama 4 models disappointed when 
benchmarked against OpenAI, Google and Anthropic’s closed-source models. Meta’s existing 
business model also poses a risk. Falling behind in cultivating an AI developer ecosystem could 
cause it to refocus AI resources on its core social networks, short video and ads businesses; this is 
exactly how Meta’s leadership has been reassuring its investors. 

Fortunately for the independent developer community and for future users of AI products, many 
more nimble companies have been developing open-source AI models and development tools. Their 
surprisingly strong performance and groundbreaking work to share models, datasets and 
standards, is a long-term risk for big tech’s closed-shop approach to AI. 
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French-American company Hugging Face has released numerous AI products, often in collaboration 
with other open-source players. Significantly, the Hugging Face platform hosts models, datasets, 
and machine learning demos, along with pre-trained models. These publicly available libraries are 
an important forum to share best practices and give a ladder up to smaller and fresh players who 
will originate the most exciting use-cases of this emerging technology. 

Hangzhou-based DeepSeek’s competitive open-source models are another warning sign for big 
tech’s attempts to buy their way to a comfortable and lasting AI lead. China’s AI ecosystem has 
adopted open-source as a core mantra, and this is a strength that has allowed Chinese models to 
remain competitive with US tech despite having smaller resources and dealing with US export 
restrictions on cutting-edge chips. Demonstrating  that China can compete with more nimble 
open-source models, DeepSeek's hotly anticipated R2 model promises significant advances in code 
generation, multimodal capabilities and reasoning across languages. Other open-source models like 
Alibaba’s Qwen and startups like Kimi are competitive with Llama, while Zhejiang province, the 
home of DeepSeek, will invest billions to support AI development.    

Effective regulation could play a crucial role in determining whether AI development in global 
markets follows an open or closed model. Key considerations include access to data, energy and 
silicon, interoperability of competing ecosystems, and the role of intellectual property protections, 
as well as classic M&A oversight. 

Conclusion 

The dominance of big tech in AI development is not inevitable,  and nor is it desirable for the health 
and innovation of truly user-friendly future consumer AI services. The most promising path 
forward combines: 

●​ Strong support for open-source AI development and standards 
●​ Regulatory frameworks that prevent anti competitive behaviour while encouraging 

innovation 
●​ Customer and business demand for interoperable, flexible AI solutions rather than closed 

ecosystems 
●​ Greater emphasis on product quality and user experience over market power 

The next three years will be decisive in determining whether AI becomes another domain of big 
tech dominance or the foundation for a more dynamic, competitive technological landscape. The 
outcome will shape not just the technology industry but potentially the structure of the broader 
economy for decades to come. 

Rather than accepting concentration as inevitable, policymakers, businesses, and consumers should 
actively shape this transition toward openness, interoperability, and distributed 
innovation—creating an AI landscape that serves the many rather than enriching the few. 

  

 

 


