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Abstract

Artificial Intelligence (Al) is revolutionizing the startup landscape by enabling
businesses to create innovative products and gain a competitive edge. This
whitepaper examines the crucial decision of whether to build Al solutions in-
house or utilize external Al services. It evaluates the advantages and
disadvantages of each approach, offering insights to help startups make

informed decisions based on their unique needs.

The whitepaper provides real-life examples and data to illustrate how Al is
driving market growth, boosting the economy, and transforming the job
landscape. By partnering with Al service providers, startups can accelerate
innovation, access expert talent, and maintain a strong focus on their core
business objectives. The insights provided aim to guide startups through the
complexities of Al implementation and help them achieve success in a rapidly

evolving market.
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1.

Introduction

Artificial Intelligence (Al) is no longer a futuristic concept; it is a crucial component of modern

business strategy, especially in product development. For startups, utilizing Al can provide a

competitive edge, enabling them to innovate rapidly and efficiently. However, one of the critical

decisions facing startups is whether to build Al solutions in-house or buy Al services from

external vendors. This whitepaper explores the advantages and disadvantages of both

approaches, helping startups navigate this strategic decision for product success.

Understanding Al in Product

Development

Al has become an integral part of product
development, offering capabilities that
drive innovation and enhance user
experiences. Al technologies such as
machine learning, natural language
processing, and computer vision empower
startups to build smarter, more responsive
products. These technologies enable
companies to automate processes, derive
insights from vast datasets, and deliver

personalized experiences to users.

83%

of companies

In product development, Al can be utilized

for tasks such as predictive analytics,
customer behaviour analysis, and process
optimization. Startups can utilize Al to
anticipate market trends, tailor offerings to
specific customer needs, and streamline
operations. However, integrating Al into
product development requires careful
planning, including choosing the right
algorithms, data sources, and integration

strategies.

reported that using Al in their business strategies is

a top priority, highlighting its critical role in shaping
modern businesses.

The choice between building Al solutions
in-house or purchasing Al services from
providers is a strategic one that impacts a
startup’s ability to innovate and compete.
Building an Al solution requires significant
expertise in data science, machine learning,

and Al engineering.

It involves developing custom models,
acquiring and processing large datasets,
and creating an infrastructure capable of
supporting Al workloads. This option
provides startups with complete control
over their Al capabilities but demands

substantial time and resources.


https://www.thegatewaydigital.com/app-development-app-maintenance/

It involves developing custom models, This option provides startups with complete
acquiring and processing large datasets, control over their Al capabilities but
and creating an infrastructure capable of demands substantial time and resources.

supporting Al workloads.

3. Build vs. Buy: Key Considerations

When deciding whether to build or buy Al capabilities, startups should weigh several critical
factors that influence their product development strategies and long-term success. These
considerations help determine the most suitable approach for achieving business objectives
while optimizing resources and minimizing risks. Notably, finance and cost are significant

concerns, as 51% of businesses cite these as the most common reasons for not using Al.

3.1 Reduced Risk and Faster Time-to-Market

Building a strong Al solution involves a deep
understanding of Al development, access to
specialized talent, and significant investments in
infrastructure and data acquisition. This process can
be lengthy and resource-intensive, potentially
delaying product launches and increasing the risk

of unforeseen technical challenges.

Conversely, Al service providers offer pre-built,
industry-tested technologies that can be integrated
quickly and efficiently. This accelerates time-to-
market, reduces development risks, and allows

startups to capitalize on Al capabilities without

extensive delays.

3.2 Focus on Core Business and Innovation

Creating an in-house Al team requires reallocating resources away from core business
functions, which can hinder overall growth. Partnering with Al service providers enables
startups to maintain focus on their core competencies, such as product development,
marketing, and sales, while utilizing the provider's expertise in Al development and

implementation. This partnership frees up the internal team to concentrate on innovation


https://www.nu.edu/blog/ai-statistics-trends/

and building exceptional products, enhancing the startup's competitive edge.

Additionally, nearly two-thirds of business owners believe that Al will improve their

customer relationships, further emphasizing the importance of focusing on core

innovations.

As startups grow, their Al needs to evolve,
requiring services that can scale seamlessly.
Building an in-house Al solution necessitates
continuous investment in infrastructure and
talent to maintain scalability. In contrast, Al
service providers offer services designed to

scale with business growth.

Their existing infrastructure can accommodate
increasing demands, eliminating the need for
constant upgrades and resource allocation.
Additionally, many providers offer a range of
pre-built Al modules that can be adapted to

specific needs, providing greater flexibility than

custom-built services.

3.4 Industry Expertise and Ongoing Support

Developing an Al solution in-house often demands cultivating industry-specific
knowledge within the team. Al service providers cater to various industries, offering
services pre-tailored to specific domains. They possess deep industry expertise, ensuring

the Al solution aligns seamlessly with product and customer needs. Moreover, most


https://www.nu.edu/blog/ai-statistics-trends/

providers offer ongoing support and continued development of their Al services,

providing access to the latest advancements and technical assistance throughout the

product lifecycle.

3.5 Transparent Pricing and Cost Efficiency

Building an in-house Al solution involves
substantial upfront costs for hiring talent,
acquiring infrastructure, and managing data.
Al service providers offer diverse pricing
models, allowing startups to choose plans that
fit their budgets. While there may be recurring
subscription fees, these are often predictable,
providing a clearer picture of Al expenditure
compared to the uncertainty associated with

the ongoing costs of in-house development.

This transparency enables startups to allocate
resources effectively and focus on scaling their

businesses.

By carefully evaluating these considerations in the context of your startup's unique needs and

goals, startups can make informed decisions about whether to build their Al solutions or utilise

the expertise of Al service providers.




4. Case Studies

Real-world examples can provide valuable insights into the decision-making process
between building and buying Al capabilities. Here are two case studies illustrating both

approaches:

4.1 Build: Netflix’s Content Recommendation System

NETFLIX

Netflix is a prime example of a company recommendation engineg, enabling it to
that built its Al solution in-house. The refine algorithms and deliver highly
company developed a sophisticated personalized content suggestions

content recommendation system that continuously. This approach allowed Netflix
leverages machine learning algorithms to to create a proprietary system tailored to its
analyse user behaviour and preferences. By unique business model and user base,
building this solution internally, Netflix ultimately contributing to its success in
gained complete control over its retaining and attracting subscribers.

4.2 Buy: Siemens’ Al-Enhanced Industrial Solutions

SIEMENS B= Microsoft

08



https://help.netflix.com/en/node/100639

Siemens, a world leader in industrial
technology and automation, partnered with
Microsoft to bring artificial intelligence into
its operations. Utilising Microsoft's Azure
cloud services, Siemens developed smart
solutions to predict equipment failures,
ensure product quality, and improve supply

chain management. This collaboration

enabled Siemens to access advanced Al
technology quickly, allowing the company
to focus on innovation. As a result, Siemens
enhanced operational efficiency, reduced
downtime, and delivered superior products,
demonstrating how Al can improve existing
technologies and drive industrial

innovation.

These case studies demonstrate that the decision to build or buy Al technologies

depends on a company’s specific needs, resources, and strategic goals. While Netflix

benefited from building a custom solution that aligned with its content-driven

business model, Siemens utilized pre-built Al services to optimize its industrial

operations, illustrating the diverse benefits of each approach.

Statistical Insights

The decision to build Al solutions or buy Al services is often influenced by data and trends

within the industry. Recent statistics highlight the growing preference for buying Al services:

5.1 Market Growth

$407 B

The global Al market is projected to

experiencing substantial growth from

its estimated $86.9 billion revenue in

underscores the increasing reliance on

Al technologies across various sectors.

In Billion
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200 2022. This rapid expansion
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https://press.siemens.com/global/en/pressrelease/siemens-and-microsoft-partner-drive-cross-industry-ai-adoption
https://www.forbes.com/advisor/business/ai-statistics/

5.2 Economic Impact

Al is expected to contribute a
significant 21% net increase to
the United States GDP by
2030. This highlights the
transformative potential of Al

in driving economic growth

and productivity.

5.3 Adoption Rate

5.4 Job Market

By 2025, Al might eliminate 85 million

jobs but create 97 million new ones,

resulting in a net gain of 12 million jobs.

This shift in the job market reflects the
evolving nature of work and the new

opportunities Al brings.

25

20

United States GDP in %

21%

2024 2026 2028 2030

Approximately 35% of businesses have

adopted Al, with 64% expecting Al to
increase productivity. This widespread
adoption indicates a strong belief in
Al's ability to enhance business

operations and efficiency.

97 Millions

New Jobs

Year



https://www.forbes.com/advisor/business/ai-statistics/
https://www.ibm.com/downloads/cas/GVAGA3JP
https://www.ibm.com/downloads/cas/GVAGA3JP
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5.5 Investment in Al

According to Goldman Sachs, global Al
investment is forecasted to reach $200
million by 2025. This significant increase in
investment demonstrates the confidence

businesses have in Al's potential to
revolutionise industries and drive future

growth.

6. Emphasizing Al Service Provider

While building in-house Al capabilities can be a strategic choice for some organizations,
partnering with an Al service provider often presents distinct advantages that can significantly

impact a startup’s success.

6.1 Accelerated Innovation N

Al service providers are at the forefront of Al research and - -
development, constantly exploring new techniques and

applications. By collaborating with these providers, startups

can benefit from the latest advancements and bring innovative

Al-powered products to market faster.

Cl) : ‘. ? 6.2 Access to Specialized Talent
Building a world-class Al team requires significant
investment in talent acquisition and retention. Al service

\ providers have established teams of Al experts, allowing

startups to tap into specialized skills without the overhead

of hiring and training.


https://www.goldmansachs.com/intelligence/pages/ai-investment-forecast-to-approach-200-billion-globally-by-2025.html
https://www.goldmansachs.com/intelligence/pages/ai-investment-forecast-to-approach-200-billion-globally-by-2025.html

6.3 Reduced Operational Burden

Managing Al infrastructure, data pipelines, and model

deployment can be complex and time-consuming. Al service )

providers handle these operational challenges, freeing up

startups to focus on core business activities and product

development.

6.4 Flexible Engagement Models

Al service providers offer various engagement models, such
as consulting, managed services, and licensing, allowing

startups to choose the option that best fits their needs and

budget.

6.5 Proven Track Record — =

Many Al service providers have a successful track record of

delivering Al facilities for diverse industries. This experience can be

invaluable for startups seeking to navigate the complexities of Al

implementation.

By utilizing the expertise and resources of an Al service provider, startups can

mitigate risks, accelerate time to market, and drive innovation.

7. Gateway Digital’s Al Services

Building upon the advantages of partnering with an Al service provider, Gateway Digital offers

a comprehensive suite of services specifically designed to empower startups. We understand
the unique challenges and limitations faced by young companies venturing into the world of
Al. Our services are designed to empower startups with the tools and expertise needed to

innovate, scale, and compete in today's dynamic market landscape.


https://www.thegatewaydigital.com/

7.1 Customized Al Services

Gateway Digital offers tailored Al services deliver services that meet your specific
that align with your startup’s unique goals needs. We focus on understanding your
and challenges. Whether you need business objectives, ensuring that the Al
advanced machine learning capabilities, services we provide are not only

natural language processing support, or technologically robust but also strategically
computer vision applications, our team of aligned with your mission.

experts collaborates closely with you to

7.2. Rapid Deployment and Integration

We recognize the importance of speed in integration with your existing systems,

the competitive startup environment. Our allowing you to leverage Al capabilities

Al services are designed for rapid without disrupting your operations. Our agile
deployment, minimizing time-to-market development approach ensures that our

and enabling you to capitalize on services evolve with your business, adapting
opportunities quickly. We ensure seamless to changing needs and market demands.

7.3 Ongoing Support and Innovation

7.1 At Gateway Digital, our commitment to ensuring that your services remain cutting-
your success extends beyond deployment. edge and competitive. We work

We provide continuous support and collaboratively with you to identify new

maintenance to ensure your Al systems opportunities for Al-driven innovation,

operate optimally. Our team stays abreast of helping you stay ahead of the curve and

the latest advancements in Al technology, deliver exceptional value to your customers.

7.4 Scalable Services for Growth

As your startup grows, so do your Al needs. and licensing, allowing you to choose the
Our services are designed with scalability in approach that best fits your evolving needs
mind, ensuring that your Al capabilities can and budget. With Gateway Digital, you can
expand seamlessly alongside your business. confidently scale your Al initiatives to

We offer flexible engagement models, support your long-term growth objectives.

including consulting, managed services,


https://www.thegatewaydigital.com/generative-ai/
https://www.thegatewaydigital.com/cognitive-ai/
https://www.thegatewaydigital.com/cognitive-ai/

By partnering with Gateway Digital, startups can experience the

power of Al to drive innovation, streamline operations, and
achieve their strategic goals. Our commmitment to delivering
customized, scalable, and advanced Al services makes us the
ideal partner for startups looking to activate the complete

potential of artificial intelligence.

Conclusion

Al presents a golden opportunity for startups to break through the mould
and establish themselves as industry leaders. By strategically partnering
with an Al service provider, startups can utilize the power of Al to develop
groundbreaking products, optimize operations, and gain a significant
competitive edge. As Al technology continues to evolve, this collaborative
approach will be paramount for startups seeking to thrive in the ever-

changing landscape of product development.

Furthermore, a strategic partnership can open up hidden potential within
the startup. By offloading the complexities of Al infrastructure and
development to the service provider, startups can divert their resources
toward understanding customer needs, refining product-market fit, and
encouraging a culture of innovation. This focus on core competencies
empowers startups to create truly differentiated products and

experiences.

Moreover, Al service providers often bring a wealth of data and insights

from working with multiple clients. This collective intelligence can provide
startups with valuable market trends and customer behaviour patterns,
enabling them to make data-driven decisions and refine their product

strategies accordingly.

If you are looking to utilize Al and transform your startup for a competitive

edge, engage with the best at Gateway Digital. Our experts can help you

enable the complexity of Al implementation and tailor services that meet
business needs. Reach out to us now to understand how we can support

your Al journey in driving your startup towards success.


https://www.thegatewaydigital.com/cognitive-ai/
https://www.thegatewaydigital.com/
https://www.thegatewaydigital.com/
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