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Abstracts

The Small language models market is projected to grow from USD 0.93 billion in 2025

to USD 5.45 billion by 2032, at a compound annual growth rate (CAGR) of 28.7% during

the forecast period. SLMs require lower computational power, making them ideal for

tasks like conversational AI, fraud detection, and predictive maintenance in industries

such as finance, healthcare, and manufacturing. Additionally, the growth of AI-powered

automation and robotic process automation (RPA) is driving SLM adoption, as

businesses seek efficient, cost-effective AI solutions for automating workflows, data

extraction, and customer support. SLMs enable on-device processing, reducing reliance

on cloud infrastructure and enhancing privacy. SLMs face performance limitations, as

they have fewer parameters and reduced capacity for complex reasoning, nuanced text

generation, and deep contextual understanding. This can impact their accuracy and

effectiveness in tasks requiring extensive knowledge or intricate decision-making.

Additionally, SLMs often struggle with specialized applications due to limited training

data. SLMs may lack the depth needed for large domain-specific expertise, making

them less effective in areas like legal case analysis, medical diagnostics, or scientific

research.

“Semantic Search & Information Retrieval Application to Have Highest CAGR During

Forecast Period”

+357 96 030922
info@marketpublishers.com

Small Language Model (SLM) Market by Offering (Model Training & Fine-Tuning Services, Custom Model Development...

https://marketpublishers.com/report/technologies_electronics/telecommunications/small-language-model-slm-market-by-offering-model-training-fine-tuning-services-custom-model-development-services-application-content-generation.html


The semantic search & information retrieval is expected to have highest CAGR

in the small language models market due to the increasing need for faster and more

accurate search results across industries. Unlike traditional keyword-based search,

semantic search understands the intent and context behind queries, delivering more

relevant results. Businesses are adopting SLM-powered search solutions to improve

customer support, knowledge management, and data analysis. Industries such as

healthcare, legal, and finance benefit from SLMs ability to process vast amounts of

information efficiently. Additionally, the rise of AI-powered chatbots, virtual assistants,

and enterprise search tools is driving demand for semantic search capabilities, making it

a key growth area for SLM adoption.

“Software Offerings to Hold Largest Market Share During Forecast Period”

The software segment is expected to hold the largest market share during the forecast

period due to the growing demand for ready-to-use AI models across various industries.

Businesses prefer software-based SLM solutions as they offer cost-effective, scalable,

and easily deployable AI capabilities for applications like chatbots, content generation,

semantic search, and automation. Additionally, advancements in model optimization

techniques have made SLMs more efficient, enabling their use on cloud, on-premises,

and edge devices. Companies are increasingly integrating SLMs into their existing

software ecosystems to enhance productivity and decision-making. With continuous

improvements in AI algorithms and increasing adoption across sectors such as BFSI,

healthcare, and retail, the software segment is set to dominate the SLM market.

“Asia Pacific's rapid small language models market growth fueled by funding and

emerging technologies, while North America leads in market size”

The Asia Pacific region is expected to grow at the fastest CAGR in the small language

models market, while North America is projected to hold the largest market share.

Singapore launched the National Multimodal Language Model Programme with USD 52

million in funding to build AI models suited for Southeast Asia’s diverse languages,

while Malaysia’s Mesolitica introduced MaLLaM, an AI model supporting 16 regional

languages, enhancing customer service and data analysis. Countries in this region are

leveraging SLMs for applications like customer service, financial analysis, and e-

commerce optimization, driving demand. Additionally, the growing number of AI startups

and government initiatives supporting AI research are fueling market expansion.

Meanwhile, North America dominates the market driven by strong AI adoption across

enterprises, well-established technology infrastructure, and significant investments in AI

research and development. Companies such as OpenAI, Microsoft, and Meta are
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developing smaller yet efficient AI models to optimize performance and accessibility.

Additionally, enterprises are increasingly adopting proprietary small-scale AI models

tailored to their specific needs, reducing reliance on large, generalized AI solutions.

Breakdown of primaries

In-depth interviews were conducted with Chief Executive Officers (CEOs), innovation

and technology directors, system integrators, and executives from various key

organizations operating in the small language models market.

By Company: Tier I – 27%, Tier II – 40%, and Tier III – 33%

By Designation: Directors – 30%, Managers – 44%, and others – 26%

By Region: North America – 48%, Europe – 24%, Asia Pacific – 18%, Middle

East & Africa – 4%, and Latin America – 6%

The report includes the study of vendors offering small language models market. It

profiles major vendors in the small language models market. The major players in the

small language models market include Microsoft (US), IBM (US), Infosys (India), Mistral

AI (France), AWS (US), Meta (US), Anthropic (US), Cohere (Canada), OpenAI (US),

Alibaba (China), Arcee AI (US), Deepseek (China), Upstage AI (US), AI21 Labs (Israel),

Krutrim (India), Stability AI (UK), Together AI (US), Lamini AI (US), Groq (US), Malted.ai

(UK), Predibase (US), Cerebras (US), Ollama (US), Fireworks AI (US), Snowflake (US),

and Prem AI (Switzerland).

Research coverage

This research report categorizes the small language models market by offering,

deployment mode, application, data modality, model size, and end user. The offering

segment is split into software and services. The services segment include custom

model development services, model training & fine-tuning services, integration &

deployment services, consulting & advisory services, and other services (prompt

engineering and support & maintenance services). The deployment mode segment

includes cloud, edge devices, and on-premise deployment modes. The application

segment is split into content generation, sentiment analysis, semantic search &

information retrieval, conversational AI, translation & localization, data extraction &

document analysis, and other applications (behavioral analytics, anomaly detection and
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code generation & debugging). Data modality segment is split into text, voice, video,

code, and multimodal. Model size segment includes small language models less than 2

billion parameters, 2 billion to less than 8 billion parameters, 8 billion to, less than 12

billion parameters, and 12 billion to 20 billion parameters. The end user segment

includes individual users, and enterprise users. Enterprise end-users are further split

into BFSI, healthcare & life sciences, retail & e-commerce, technology & software

providers, media & entertainment, telecommunications, automotive, manufacturing, law

firms, and others (education, and transportation & logistics). The scope of the report

covers detailed information regarding the major factors, such as drivers, restraints,

challenges, and opportunities, influencing the growth of the small language models

market. A detailed analysis of the key industry players has been done to provide

insights into their business overview, solutions, and services; key strategies; contracts,

partnerships, agreements, new product & service launches, mergers and acquisitions,

and recent developments associated with the small language models market.

Key Benefits of Buying the Report

The report would provide the market leaders/new entrants in this market with

information on the closest approximations of the revenue numbers for the overall small

language models market and its subsegments. It would help stakeholders understand

the competitive landscape and gain more insights better to position their business and

plan suitable go-to-market strategies. It also helps stakeholders understand the pulse of

the market and provides them with information on key market drivers, restraints,

challenges, and opportunities.

The report provides insights on the following pointers:

Analysis of key drivers (regulatory compliance driving local AI adoption,

affordable AI solutions expanding market reach, advancements in model

compression enabling efficiency and industry-specific AI models enhancing

performance), restraints (shallow contextual understanding limits accuracy, lack

of multimodal processing restricts functionality and fragmented development

tools slowing standardization), opportunities (self-optimizing AI models enabling

continuous improvement, automated AI model optimization via meta-learning

and specialized AI infrastructure enhancing SLM efficiency), and challenges

(combating AI-generated misinformation and deepfakes and limited scalability

restricting generalized AI applications).

Product Development/Innovation: Detailed insights on upcoming technologies,
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research & development activities, and new product & service launches in the

small language models market.

Market Development: Comprehensive information about lucrative markets – the

report analyses the small language models market across varied regions.

Market Diversification: Exhaustive information about new products & services,

untapped geographies, recent developments, and investments in the small

language models market.

Competitive Assessment: In-depth assessment of market shares, growth

strategies and service offerings of leading players like Microsoft (US), IBM (US),

Infosys (India), Mistral AI (France), AWS (US), Meta (US), Anthropic (US),

Cohere (Canada), OpenAI (US), Alibaba (China), Arcee AI (US), Deepseek

(China), Upstage AI (US), AI21 Labs (Israel), Krutrim (India), Stability AI (UK),

Together AI (US), Lamini AI (US), Groq (US), Malted.ai (UK), Predibase (US),

Cerebras (US), Ollama (US), Fireworks AI (US), Snowflake (US), and Prem AI

(Switzerland), among others in the small language models market. The report

also helps stakeholders understand the pulse of the small language models

market and provides them with information on key market drivers, restraints,

challenges, and opportunities.
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