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Executive Summary

The global artificial intelligence (Al) market is poised for explosive growth, presenting
significant opportunities for channel partners in 2025 and beyond. Valued at
approximately $371.71 billion in 2025, the Al market is projected to grow at a compound
annual growth rate (CAGR) of 30.6% to reach $2,407.02 billion by 2032. North America
leads with a 41% revenue share, driven by robust infrastructure, significant R&D
investments, and widespread enterprise adoption.

For channel partners, the Al market offers diverse opportunities in software, hardware,
and services across industries such as healthcare, finance, retail, and marketing. This
report explores key trends, opportunities, challenges, and strategic recommendations
for channel partners to capitalize on this dynamic market.
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Seizing the Al Revolution — A
World of Opportunity for Channel
Partners

The artificial intelligence (Al) market is no longer a distant promise—it’s a dynamic,
transformative force reshaping industries, economies, and societies at an
unprecedented pace. As businesses race to harness Al’s potential, a vast and diverse
ecosystem of opportunities is emerging for channel partners.

From enabling cutting-edge solutions to delivering tailored services, channel partners
are uniquely positioned to bridge the gap between Al innovation and real-world
adoption. This book explores the immense market potential of Al for channel partners,
diving into the myriad product categories that are driving this revolution and empowering
partners to thrive in a rapidly evolving landscape.

Al is not a monolithic technology but a constellation of capabilities, each opening new
avenues for value creation. From machine learning platforms and generative Al tools to
computer vision systems, natural language processing applications, and autonomous
robotics, the diversity of Al product categories is staggering.

Add to this the growing demand for Al-driven cybersecurity, predictive analytics, edge Al
devices, and industry-specific solutions, and it becomes clear that the opportunities for
channel partners are as varied as the markets they serve. Whether it's delivering
software-as-a-service platforms, integrating hardware solutions, or providing consulting
and managed services, channel partners can tap into a rich tapestry of Al-driven
products to meet the unique needs of their customers.

This book is a guide to navigating and capitalizing on this vibrant Al market. By
exploring the breadth of Al product categories and their applications, we aim to equip
channel partners with the insights, strategies, and tools needed to unlock new revenue
streams, deepen customer relationships, and establish themselves as trusted advisors
in the Al era. The Al revolution is here, and for channel partners, the possibilities are
limitless. Let's embark on this journey to discover how you can seize the Al market
opportunity and shape the future of business.
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Markets Overview

Applications and Consulting

The Applications and Consulting category focuses on Al software solutions and expert
services that drive business outcomes. This includes Al applications like machine
learning platforms, generative Al tools, computer vision, natural language processing,
and industry-specific solutions for healthcare, finance, retail, and more.

Consulting services encompass strategy development, system integration, custom Al
model development, and managed services to ensure successful adoption. Channel
partners in this category act as trusted advisors, helping clients select, implement, and
optimize Al applications while providing ongoing support. This category thrives on
delivering tailored, value-driven solutions that unlock Al’'s potential across diverse use
cases.

Hardware and Data Centers

The Hardware and Data Centers category encompasses the physical infrastructure and
devices that power Al innovation. This includes high-performance computing hardware
like GPUs, TPUs, and specialized Al chips, as well as edge Al devices for real-time
processing in loT, autonomous vehicles, and smart cities.

Data centers, optimized for Al workloads, provide the scalable storage and
computational capacity needed for training and deploying large-scale Al models.
Channel partners in this category deliver, integrate, and maintain these solutions,
enabling businesses to build robust Al ecosystems. From supplying cutting-edge
processors to managing cloud and hybrid data center deployments, this category offers
opportunities to support the backbone of Al-driven transformation.
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Applications and Consulting

Microsoft 365 Copilot

In this presentation Microsoft describe how to capitalize on Microsoft 365 Copilot

partner opportunity in Enterprise.

Watch to find out how Copilot is enhancing partner revenue streams in Modern Work
and Business Applications, how Copilot is transforming customer business
conversations and access key resources to help you showcase the business value of
Copilot to your customers.

Microsoft 365 Copilot enables new opportunities for partners. The Microsoft 365 Copilot
partner opportunity enables Microsoft partners to leverage Al-powered tools to enhance
customer productivity, collaboration, and business outcomes.

Partners can sell, implement, and support Microsoft 365 Copilot, integrating it with
existing Microsoft 365 apps to deliver innovative solutions. Partners can bundle Copilot
with professional services, driving revenue through implementation, training, and
managed services. Early adopters report 70% of users experiencing productivity gains
and 68% noting improved work quality.

Developing Copilot Apps: HSO’s PayFlow Agent

Additionally a very exciting niche field of opportunity is to build value add Al Agents.
Microsoft offers a suite of tools for building new Copilot services.

HSO, a global Microsoft partner, exemplifies the Microsoft 365 Copilot partner
opportunity through its innovative PayFlow Agent, a Copilot Studio-built solution for
Dynamics 365 Finance.

Unveiled at Microsoft Build 2025, PayFlow Agent leverages Microsoft's Model Context
Protocol (MCP) to automate vendor payment inquiries, showcasing how partners can
integrate Copilot’s Al capabilities to deliver transformative business solutions. Key
Features and Integrations:
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Automation of Vendor Inquiries: PayFlow Agent streamlines vendor payment
processes by automating responses to inquiries, reducing manual workloads for
finance teams, and improving turnaround times. It integrates seamlessly with

Dynamics 365 Finance, providing contextually aware Al interactions for
vendor-facing workflows.

Copilot Studio and MCP: Built using Microsoft’'s Copilot Studio and the newly
introduced MCP, the agent enables intelligent, real-time automation, enhancing
user experience and operational efficiency. This demonstrates HSO’s ability to
harness advanced Copilot tools to create tailored solutions. As one of the first
MCP-powered agents co-developed with Microsoft, PayFlow Agent was featured
at Build 2025, highlighting HSO'’s role in Microsoft’s partner ecosystem and its
commitment to co-innovation.

Revenue and Service Growth: HSO’s PayFlow Agent aligns with the Microsoft
365 Copilot partner opportunity by enabling partners to offer implementation,
training, and managed services around Al-driven solutions. This creates new
revenue streams while addressing customer needs for efficiency and
modernization.

Industry Expertise: HSO leverages its deep industry knowledge and global reach
to deliver PayFlow Agent as part of its broader business transformation offerings,
positioning it as a trusted advisor for finance departments seeking Al-powered
automation.

Microsoft Ecosystem Synergy: By integrating with the Microsoft Cloud and
Dynamics 365, HSO demonstrates how partners can use Copilot’s
enterprise-grade security and compliance to differentiate their offerings from
public Al platforms, enhancing customer trust and adoption.

Impact and Value

PayFlow Agent reduces manual effort, accelerates vendor interactions, and modernizes
finance operations, delivering measurable productivity gains. HSO’s collaboration with
Microsoft on this solution underscores the partner opportunity to build scalable,
Al-driven tools that enhance Microsoft 365 Copilot’s value, driving digital transformation
and customer success.
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This example illustrates how partners like HSO can capitalize on Microsoft 365 Copilot’s
capabilities to create innovative, industry-specific solutions, aligning with Microsoft’s
vision of empowering partners to deliver Al-driven transformation.
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Ai Data Center Hosting

The global demand for Al compute power is driving unprecedented growth in the data
center industry, with projections estimating the Al data center market to reach $157.3
billion by 2034.

This surge is fuelled by advancements in machine learning, generative Al, and
data-intensive applications across industries such as healthcare, finance, and
manufacturing.

Data centers are evolving to meet Al-specific requirements, creating significant
opportunities for industry channel partners and new venture entrepreneurs. Key
opportunities include infrastructure development, advanced cooling solutions,
energy-efficient technologies, GPU cloud services, and Al-driven data center
management tools.

The sector encompasses various types of facilities, including hyperscale data centers
(operated by large tech firms like Amazon, Google, and Microsoft), colocation data
centers (leased to multiple tenants), and edge data centers (designed for low-latency Al
processing closer to end users). These facilities are equipped with specialized
hardware, such as GPUs and Al accelerators, and software tailored to handle the
compute-intensive nature of Al workloads, distinguishing them from traditional data
centers.

Drivers of Demand

Several key factors are fueling the demand for Al data centers:

e Al Adoption Across Industries: The proliferation of Al applications—ranging
from generative Al (e.g., large language models like ChatGPT) to predictive
analytics, autonomous vehicles, and healthcare diagnostics—is driving the need
for robust computing infrastructure. Al workloads require significantly more
processing power than traditional applications, with tasks like training Al models
or generating Al content consuming 10 to 10,000 times the energy of a standard
internet search.

e Data Explosion: The global economy is generating data at an unprecedented
rate, with projections indicating that data creation will double in the next five
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years compared to the past decade. This surge, much of it driven by Al-related
activities, necessitates expanded storage and processing capabilities.

e Power and Cooling Requirements: Al data centers demand higher power
densities (40-400 kilowatts per rack compared to 10-20 kilowatts for traditional
setups) and advanced cooling solutions (e.g., liquid cooling), pushing operators
to build or retrofit facilities to meet these needs. This is particularly critical as
GPU technology advances, enabling faster Al model training on larger datasets.

e Sustainability and Energy Pressures: With power demand from data centers
potentially increasing by 165% by 2030, as estimated by Goldman Sachs, there’s
a growing push for sustainable energy sources like nuclear power (e.g., small
modular reactors) and renewables to support this growth, alongside grid
infrastructure challenges.

e Hyperscaler Investments: Major tech companies are investing heavily in Al
infrastructure—Microsoft ($80 billion), Google ($75 billion), Amazon ($75
billion+), and Meta ($60-65 billion) have announced massive capital expenditures
for 2025 alone—further accelerating demand for Al-ready data centers.

Market Analysis and Growth Projections

The global Al Data Centers market is projected to experience significant growth in the
coming years. According to research reports, the market size is expected to reach
billions of dollars by 2025, driven by the increasing adoption of Al technologies in data
centers.

e Market Segmentation: The Al Data Centers market can be segmented based
on deployment type (cloud-based, on-premises), application (IT & telecom,
healthcare, BFSI, retail, others), and region (North America, Europe, Asia Pacific,
Latin America, Middle East & Africa).

e Key Players: Leading companies in the Al Data Centers market include IBM,
NVIDIA, Intel, Google, and Microsoft. These players are investing heavily in Al
research and development to stay ahead in the competitive landscape.

e Market Drivers: The increasing adoption of cloud computing, the proliferation of
loT devices, and the need for real-time data processing are key drivers fueling
the growth of Al Data Centers.

e Challenges: Despite the promising growth prospects, challenges such as data
privacy concerns, regulatory compliance, and high initial investment costs pose
hurdles for the widespread adoption of Al Data Centers.
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Opportunity for Channel Partners

Channel partners—such as global systems integrators (GSls), independent software
vendors (ISVs), resellers, and niche consulting firms—stand to benefit significantly from
this market’s growth, with opportunities estimated to reach $158.6 billion by 2028,
growing from $15.4 billion in 2023. Key opportunities include:

Al Services and Software Development: Partners can offer specialized Al
services, such as consulting, implementation, and custom software development,
particularly for enterprises adopting Al inferencing (real-time Al application)
beyond hyperscale training environments. This is a multi-billion-dollar revenue
stream, especially for GSls and ISVs with expertise in Al integration.

Advanced Data Services: The need for data management, analytics, and
optimization in Al data centers creates opportunities for partners to provide
advanced data services that enable or enhance Al capabilities.

Reselling and Upselling Hardware/Software: Partners can resell, co-sell, or
upsell Al-specific hardware (e.g., Nvidia GPUs, cooling systems from Schneider
Electric) and software solutions, bundling them with value-added services like
installation and maintenance. The premiumization of Al-capable equipment (e.g.,
a 10-15% price premium on Al-capable PCs) boosts potential margins.
Infrastructure Solutions: With power and cooling challenges intensifying,
partners can collaborate with vendors like Schneider Electric or HPE to deliver
turnkey solutions—such as liquid cooling systems or private cloud
setups—tailored to Al workloads. The acquisition of MotivAir by Schneider
Electric in 2025 exemplifies this trend.

Internal Productivity Gains: Beyond external revenue, channel partners can
leverage generative Al internally to automate processes, enhance client services,
and improve operational efficiency, creating a competitive edge.

To capitalize on these opportunities, channel partners must act swiftly, invest in Al
expertise, and form strategic partnerships with leading tech vendors (e.g., Nvidia,
Microsoft, Google). The market’s rapid evolution favors those who can adapt to its
scale, complexity, and sustainability demands, while the enterprise shift toward
mainstream Al inferencing offers a particularly ripe domain for channel growth in the
coming years.
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Training and Education Services

The market for Al training services tailored to large and small organizations is
experiencing significant growth, driven by the increasing need for continuous skill
development in a rapidly evolving technological landscape. As of 2024, the global Al in
education and training market was valued at approximately USD 5.88 billion, with
projections indicating robust expansion through 2033.

Estimates suggest the market could reach USD 88.2 billion by 2032, growing at a
compound annual growth rate (CAGR) of up to 43.3%, according to Allied Market
Research, though more conservative forecasts peg a CAGR of 17.5% by 2030. This
growth is fueled by organizations recognizing the importance of upskilling employees to
leverage Al technologies like machine learning, natural language processing, and
generative Al, which are transforming business operations across industries.

Corporate training represents one of the fastest-growing segments within the Al training
services market, as both large enterprises and small organizations seek scalable,
personalized solutions to remain competitive. Large organizations, particularly in North
America, which held a 38.0% revenue share in 2024, are investing heavily in Al-driven
platforms to train workforces on advanced tools, streamline operations, and enhance
decision-making. These platforms, often cloud-based due to their scalability and
cost-effectiveness, accounted for 60.1% of the market’s revenue in 2024.

Meanwhile, small organizations are increasingly adopting these services to access
specialized expertise without significant infrastructure costs, particularly through
managed services and consulting, which are projected to grow at a CAGR of 45.6%
through 2032. The flexibility of Al training solutions, such as virtual facilitators and
adaptive learning systems, enables organizations to tailor content to specific employee
roles and skill gaps, improving engagement and outcomes.

The Asia-Pacific region is emerging as a high-growth market for Al training services,
driven by large populations and government initiatives promoting digital transformation.
This region is expected to exhibit the fastest CAGR, potentially reaching 48.0% through
2032, as small businesses and enterprises in countries like China and India prioritize Al
adoption.
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However, challenges such as data privacy concerns and ethical Al use are critical
considerations for organizations, with many requiring robust security frameworks to
protect sensitive training data. Additionally, resistance to Al-driven training and the need
for clear, accurate Al outputs underscore the importance of investing in employee
education and transparent Al tools. to address these issues.

Major technology providers like Microsoft, Google, and IBM are intensifying the
competitive landscape by expanding their Al training offerings for organizations. For
instance, Microsoft’s introduction of Copilot for educators in 2024 has been adapted for
corporate use, while IBM’s Data Product Hub, launched in May 2024, supports Al
training initiatives.

These solutions compete with platforms from companies like Pearson and Carnegie
Learning, which focus on customized training modules. Strategic partnerships, such as
AWS’s acquisition by Tenyx of Tenyx in September 2024 for voice-based training
applications, further enhance market dynamics. The adoption of generative Al for
creating tailored training content is also gaining traction, offering organizations
innovative ways to engage employees.

Looking ahead, the market for Al training services is poised for continued growth as
organizations prioritize workforce development to navigate Al-driven economy. Large
organizations will drive demand for scalable platforms, while small businesses will
benefit from affordable, cloud-based solutions.

To capitalize on this, providers must address privacy and ethical challenges while
investing in user-friendly, transparent Al tools that deliver measurable results. The
Asia-Pacific region’s untapped potential, combined with ongoing technological
advancements, presents significant opportunities for market expansion, making Al
training services a critical component of organizational success in the coming decade.
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Al for Government

Several UK councils like Kent County Council are adopting Al to enhance public
services, improve efficiency, and address local challenges.

Below is an overview of Al adoption in other UK councils, drawing on available
information and focusing on specific examples, applications, and trends.

1. Widespread Al Piloting Across UK Councils

e Prevalence of Al Testing: As of June 2025, 85% of UK councils are testing Al,
primarily in pilot programs, indicating a strong interest in leveraging Al for public
sector transformation. However, many councils remain in "pilot mode," facing
challenges in scaling Al solutions due to barriers like cost, expertise, and
infrastructure.

e Unified Al Platforms: Some councils are exploring unified Al platforms to reduce
costs by up to 60% and scale impact. These platforms streamline processes by
integrating Al tools across various council functions, enabling more efficient
service delivery.

2. Specific Examples of Al Adoption

e Stockton-on-Tees Borough Council:

e Al for Meeting Transcription: Stockton Council is one of 25 UK councils
piloting Al systems to transcribe and summarize meetings. These systems
use natural language processing (NLP) to automate administrative tasks,
saving staff time and improving efficiency in governance processes. The
pilot demonstrates practical applications of Al in reducing manual
workloads.

e Impact: By automating transcription and summarization, the council can
redirect staff resources to higher-value tasks, enhancing productivity and
decision-making.

e East Riding of Yorkshire Council:
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e Comprehensive Al Strategy: East Riding Council is developing a broad
Al strategy to apply Al across hundreds of council tasks. This initiative
aims to transform service delivery by automating routine processes,
improving data-driven decision-making, and enhancing resident services.
The strategy reflects a proactive approach to integrating Al into core
council operations.

e Potential Applications: While specific details are still emerging, the
strategy may include Al for areas like waste management, social care, and
customer service, aligning with national trends in public sector Al
adoption.

e London Boroughs (e.g., Camden, Islington):

e Al in Social Care and Housing: Councils in London, such as Camden
and Islington, are using Al to optimize social care services and housing
management. For example, Al tools analyze data to predict demand for
social care services, enabling better resource allocation and early
intervention for vulnerable residents.

e Customer Service Automation: Some London boroughs have
implemented Al-powered chatbots to handle resident inquiries, reducing
call center workloads and improving response times. These chatbots use
NLP to provide accurate and timely information on council services.

e Birmingham City Council:

e Al for Urban Planning and Infrastructure: Birmingham is exploring Al to
enhance urban planning, including traffic management and predictive
maintenance for infrastructure. Al models analyze traffic patterns and
sensor data to optimize road maintenance schedules and reduce
congestion, contributing to smarter city initiatives.

e Skills Development: The council is also investing in Al training programs
to upskill staff, addressing the national Al skills gap highlighted by reports
projecting that 40% of the UK workforce will need reskilling in Al-related
areas by 2028.

3. Common Al Applications Across UK Councils

e Predictive Analytics:
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e Many councils use Al for predictive analytics in social care, homelessness
prevention, and public safety. For example, machine learning models
identify at-risk individuals or households, enabling early interventions
similar to Kent County Council’s approach.

e In healthcare, councils collaborate with NHS trusts to deploy Al for
predicting health risks and optimizing resource allocation, mirroring Kent’s
Feebris pilot.

e Automation of Administrative Tasks:

e Al is widely used to automate routine tasks such as document processing,
meeting transcription, and customer service inquiries. This reduces
administrative burdens, allowing staff to focus on complex
decision-making.

e Smart Infrastructure and Waste Management:

e Councils like Manchester and Bristol are piloting Al for waste management
optimization, using sensor data and predictive models to improve
collection routes and reduce costs. Al also supports predictive
maintenance for roads and public facilities, similar to Kent’s initiatives.

e Public Engagement and Accessibility:

e Al-powered translation tools and chatbots are being adopted to improve
accessibility for non-English speakers and residents with disabilities,
ensuring inclusive service delivery.

4. National Context and Support for Al Adoption

e Government Initiatives:

e The UK Government’'s Al Opportunities Action Plan (January 2025)
encourages public sector Al adoption through a “Scan, Pilot, Scale”
approach, led by the Incubator for Artificial Intelligence (i.Al). This
framework supports councils in piloting and scaling Al solutions, with
successful prototypes deployed to maximize impact.

e The Government Digital Service (GDS), established in January 2025
under the Department for Science, Innovation and Technology (DSIT),
unites efforts to drive Al adoption across public services, providing
councils with resources and guidance.
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e Al Growth Zones and the National Data Library are being developed to
provide councils with access to high-quality data and computing
infrastructure, addressing barriers like data accessibility and processing
capacity.

e Barriers to Adoption:

e Lack of Expertise: 35% of UK organizations, including councils, cite a
lack of Al expertise as a top barrier, necessitating training programs like
those offered by the Open Innovation Team’s Al Adoption Accelerator.

e High Costs: 30% of organizations highlight costs as a barrier, particularly
for smaller councils with limited budgets. Lightweight Al models are
recommended to reduce costs and enable broader adoption.

e Data and Infrastructure: Insufficient data quality and computing
infrastructure hinder Al implementation. Councils are encouraged to
leverage cloud-based solutions and collaborate on data-sharing initiatives.

e Public Trust and Ethics: Ensuring ethical Al use and maintaining public
trust are critical, with councils adopting governance frameworks like
equality impact assessments and data protection measures, similar to
Kent’'s approach.

5. Regional Variations and Collaboration

e London as an Al Hub: London councils benefit from proximity to the UK’s Al
capital, which hosts 36,715 Al-related roles and leading Al companies like
DeepMind. This enables greater access to expertise and partnerships compared
to rural councils.

e Emerging Hubs: Cities like Manchester, Birmingham, and Edinburgh are
emerging as Al hubs, with councils collaborating with universities and tech firms
to drive innovation. For example, Manchester City Council works with local
universities to develop Al solutions for smart city initiatives.

e Cross-Council Collaboration: The Al Adoption Working Group, facilitated by
techUK, fosters collaboration among councils to share best practices and
overcome barriers. This group supports councils in identifying scalable Al use
cases and addressing challenges like skills shortages.
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6. Challenges and Future Directions

e Scaling from Pilot to Full Deployment: Many councils struggle to move beyond
pilot phases due to funding constraints and integration challenges. Unified Al
platforms and government support through i.Al are critical to scaling successful
pilots.

e Skills Gap: The national shortage of Al talent, with a 21% salary premium for
Al-skilled professionals, underscores the need for workforce upskilling. Councils
are investing in training and partnering with educational institutions to build
capacity.

e Ethical and Regulatory Considerations: Councils must navigate ethical
concerns, such as bias in Al models and data privacy, to maintain public trust.
The government’s push for a balanced regulatory framework aims to support
innovation while addressing risks.

e Sustainability: The energy demands of Al are a growing concern. The
government’s Al Energy Council is exploring renewable energy solutions to
support sustainable Al adoption, which councils will need to consider as they
expand Al use.

Conclusion

UK councils like Stockton-on-Tees, East Riding, and Birmingham are adopting Al to
transform public services, from automating administrative tasks to optimizing
infrastructure and social care. While 85% of councils are testing Al, scaling remains a
challenge due to expertise, costs, and infrastructure barriers. National initiatives like the
Al Opportunities Action Plan and support from DSIT and i.Al are helping councils
overcome these hurdles through funding, data access, and skills development.
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