Meta nears $10bn investment in Scale AI signaling new strategic shift
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Meta Platforms Inc. is reportedly in discussions for a multibillion-dollar investment in Scale AI, a prominent artificial intelligence startup that focuses on data labelling for machine-learning models. Sources indicate that the financing could surpass $10 billion, potentially making it one of the largest funding events for a private company in history. Although the details of the deal have yet to be finalised, this investment underscores Meta's accelerated push into AI.
Scale AI, co-founded in 2016, has rapidly grown into an indispensable player in the AI market, securing significant contracts with high-profile clients, including Microsoft and OpenAI. Following a recent funding round, Scale was valued at approximately $14 billion, and earlier this year, reports suggested negotiations for a tender offer that could elevate its valuation to $25 billion. The startup generated revenue of $870 million in 2023 and anticipates this figure to more than double to $2 billion by 2025. Such growth reflects the broader trend in the industry, where AI startups cumulatively raised over $19 billion in venture capital in the first quarter of 2024, marking an increase from previous years.
Meta's chief executive officer, Mark Zuckerberg, has declared AI as a top priority, promising a massive allocation of resources. In a previous statement, he noted an intention to invest as much as $65 billion into AI-related projects within the year. This focus aligns with Meta's strategy to develop its Llama chatbot into a universal industry standard. Operating across platforms like Facebook, Instagram, and WhatsApp, Llama has already reached a milestone of one billion monthly users. In addition to bolstering its engagement with consumers, Meta aims to integrate advanced generative technologies across its platforms, thereby enhancing user experiences and maintaining competitiveness against other tech giants that have aggressively adopted similar innovations.
However, the planned investment is notable not only for its size but also because it represents a strategic shift for Meta. Historically, the company has relied mainly on in-house developments and collaborative projects rather than significant external investments. In contrast, competitors like Microsoft, which has invested over $13 billion in OpenAI, demonstrate a different approach. The uncertainties around how Meta’s investment strategy will unfold—given its lack of a cloud services arm—raise questions about the structure and implications of such a deal.
The defence sector also plays a pivotal role in this evolving narrative. Scale AI has been increasingly involved with U.S. military contracts, including one with the Defence Department focused on developing AI agent technology, which Scale labelled a "significant milestone." Notably, Scale and Meta have been collaborating on a project named Defense Llama, which reconfigures Meta’s large language model specifically for military applications. This intersection of AI and defence technology highlights both companies' growing interests in utilising AI for national security initiatives.
In tandem with these ambitious plans, Meta faces financial scrutiny. Following a shift in its revenue forecasts and increased spending on AI, the company's stock has experienced volatility. Analysts have expressed concerns about the timing of these investments and their immediate impact on revenue, noting that while Meta's focus on efficiency and cost-cutting is promising, the company still grapples with cautious projections from investors. Despite these challenges, Meta continues to position itself as a leader in the AI domain, with ongoing efforts to leverage innovative technologies in its advertising products and social media features.
This anticipated investment in Scale AI not only underscores Meta's commitment to embracing and advancing AI capabilities but also reflects a larger trend within the tech industry, where substantial capital is increasingly flowing towards AI research and applications.
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