
UNLOCKING MALAYSIA’S 
AI POTENTIAL 2026
The next phase of Malaysia’s AI journey: from adoption to capability

Malaysia’s AI adoption continues to accelerate. More businesses1 than ever before are adopting AI, increasing investment, and 
reporting productivity improvements across their operations. AI is increasingly becoming a strategic capability rather than an 
emerging technology, with adoption rising from 27% to 38% over the past year, representing almost one million new businesses 
beginning to use AI.

Unlocking Malaysia’s AI Potential 2025 showed that while adoption was accelerating rapidly, most organizations remained focused 
on relatively basic productivity improvements rather than AI’s more transformative applications. This year’s research moves beyond 
measuring adoption alone to examine why that gap persists. Rather than asking simply which businesses have adopted AI, it explores 
whether organizations are building the foundations needed to translate adoption into long-term transformation.
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Tracking adoption: Malaysia’s AI momentum continues to accelerate

Our tracking data finds that AI adoption has increased from 27% of Malaysian businesses in 2025 to 38% in 2026, representing year-
on-year growth of 41%. This is faster than the 35% growth recorded last year. Almost one million additional businesses began using 
AI over the past year, equivalent to almost two new AI adopters every minute, bringing the total number of AI-adopting businesses 
in Malaysia to more than 3.4 million.2 

Adoption is increasing across the business landscape, although startups continue to lead. More than half of startups (58%) have now 
adopted AI, compared with 36% of SMEs and 55% of large enterprises. Adoption is also particularly strong in several strategically 
important sectors, including financial services, where 53% of businesses are using AI, and manufacturing, where adoption has 
reached 50%.

This momentum is being accompanied by increased investment:

Malaysia’s next phase of AI growth will be determined less by access to AI technologies than by organizational capability. As next-
generation AI technologies such as agentic AI emerge, successful deployment will depend on businesses having the right foundations 
in place: clear AI strategies, trusted governance, skilled workforces, strong implementation partners, and an enabling policy 
environment. While AI adoption continues to expand, many businesses have yet to establish these foundations, limiting their ability 
to scale AI beyond experimentation and leaving them less prepared for the next generation of AI.

The research identifies a new maturity and readiness gap. A relatively small group of businesses are progressing towards advanced AI 
deployment and are well positioned to adopt the next generation of AI technologies, while many businesses remain concentrated in 
pilots, isolated use cases and incremental productivity gains. This gap is no longer primarily about whether businesses are adopting 
AI, but whether they are developing the capabilities needed to realize AI’s full economic value.

The sections that follow explore this maturity gap in more detail before examining the five organizational foundations that underpin 
AI transformation. Together, these foundations explain why some organizations are better positioned than others to scale AI, adopt 
the next generation of AI technologies, and realize greater value from their investments.

Among businesses that have adopted AI, 78% say 
their investment has grown over the past year, while 

41% now operate with a dedicated AI budget

Among those with a dedicated budget, 
almost half (46%) allocate more than 10% 

of their overall IT expenditure to AI

RM
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Almost half (46%) say their investment was driven by 
the need to solve a specific business challenge, while 

41% cite broader productivity and efficiency gains

By comparison, only 19% say they are investing 
primarily to keep pace with competitors, and 15% cite 

a desire to remain at the cutting edge of innovation

Businesses are also adopting AI with a clear intent in mind:

These investments are already producing tangible results. Among AI adopters, 86% report productivity improvements, including 
74% that describe the gains as significant or transformative. The most common benefits are being realized in customer service and 
support (46%), data analysis and reporting (41%), and sales and marketing (37%).

Businesses also expect these benefits to translate into future growth. More than three-quarters (77%) expect AI adoption to increase 
their business growth over the next year, anticipating an average increase of 22%. More broadly, 72% of Malaysian businesses say AI 
is important to their long-term growth strategy, while 71% of AI adopters say it now plays a critical or important role in their overall 
business strategy.

Malaysia’s wider digital foundations are strengthening alongside AI adoption. Cloud computing use has increased from 46% of 
businesses in 2025 to 55% in 2026, providing more organizations with access to the scalable infrastructure needed to deploy 
increasingly sophisticated AI applications.

However, rising adoption, investment and ambition do not necessarily mean that AI is being deployed at its full potential. Many 
businesses remain at the exploration or experimentation stage, and relatively few have established formal strategies or roadmaps 
for scaling AI across their organization. Malaysia’s next challenge is therefore not simply to sustain adoption, but to ensure that more 
businesses develop the capabilities needed to turn growing investment into lasting transformation.
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Malaysia’s AI maturity gap: Widespread, but shallow adoption

Last year’s Unlocking Malaysia’s AI Potential report introduced the idea that not all AI adoption is equal. While many businesses had 
begun experimenting with AI, relatively few had progressed to the more advanced and transformative ways of using the technology.

This year’s research shows progress. More Malaysian businesses are adopting AI than ever before, and a growing share are moving 
beyond basic applications. However, most organizations remain at the earliest stage of AI maturity, with AI still concentrated in pilots, 
productivity improvements and isolated use cases rather than driving organization-wide transformation:

Basic AI adoption:
67% of businesses remain focused primarily on more basic uses of AI and on incremental gains (e.g. 
driving efficiencies and streamlining processes), rather than innovation (e.g. developing new products 
or disrupting industries). These businesses are using publicly available chatbots for routine tasks or 
purchasing ready-made AI solutions. This is down from 73% last year – demonstrating that more AI 
adopters have moved to the next stages.

Advanced AI adoption:
Only 13% of businesses have reached the most transformative stage of AI integration, using advanced AI 
systems, combining multiple models, creating custom AI systems, or deploying agentic or autonomous 
AI. This is up from 10% last year. Startups lead the way with 29% at this stage, contrasted by 11% of 
SMEs and 9% of large enterprises.

Intermediate AI adoption:
20% have advanced to the intermediate stage of AI adoption. These companies are integrating AI 
across multiple business functions, resulting in efficiency improvements and more innovative customer 
experiences.

AI

AI

AI
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Case study: CareDoct

CareDoct is a Malaysian healthcare software company built by two young founders who identified a significant technology 
gap between healthcare systems in Southeast Asia and those in Western markets. The company has built an AI Operating 
Layer for Healthcare that supercharges both clinical visits and hospital operations. Inside consultation rooms, its ambient voice 
AI assists doctors with real-time transcription, hands-free voice orders, and automated note generation. For hospital back-
offices, CareDoct streamlines complex administrative processes by automating billing and revenue cycle workflows with AI 
Agents. Today, CareDoct serves hospitals across Malaysia and Brunei, including facilities within IHH Healthcare Group, one of 
Asia’s largest private healthcare networks.

 By building on Amazon SageMaker AI in the AWS Asia Pacific (Malaysia) Region, CareDoct can process sensitive patient data 
within Malaysia, supporting data protection requirements under the Personal Data Protection Act (PDPA) while maintaining 
control over the model outputs that clinicians rely on. Amazon SageMaker AI real-time inference endpoints enable CareDoct 
to process clinical transcriptions with near-zero latency, at roughly one-third of the infrastructure cost of an equivalent on-
premises GPU setup. This allowed the company to move from a small deployment to a scaled multi-hospital rollout across 
Malaysia and Brunei, with an Indonesia expansion planned for later this year, including a 40% reduction in documentation time 
per consultation. CareDoct also automates critical insurance workflows, reducing submission processing times from over half a 
day to under two hours on average. At its current scale, the platform allows hospitals to treat up to 5% to 10% more patients 
using their existing infrastructure and workforce, unlocking millions in operational value annually.

This suggests that for many organizations, AI adoption remains concentrated in pilots, productivity improvements and isolated use 
cases rather than driving broader business transformation. Only 19% say they have a formal roadmap for scaling AI across multiple 
business functions, while 44% describe themselves as being in the exploration or experimentation stage of AI adoption. Despite this, 
ambition remains high: 83% of businesses expect their use of AI to increase over the next 12 months, 47% believe there is significant 
untapped potential for AI within their organization, and 84% believe AI will significantly transform their industry over the next five 
years.

For businesses across Malaysia, progress toward AI’s advanced use cases, and the transformative innovation that comes with them, is 
not as fast as it could be. With next-generation AI emerging rapidly and compressing innovation timelines, it is more critical than ever 
that businesses be empowered to move beyond AI’s most basic use cases.
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Preparing for the next generation of AI

The emergence of next-generation AI marks a new phase in Malaysia’s AI journey. Technologies such as agentic AI have the potential 
to automate complex tasks, support more autonomous decision-making and reshape how organizations operate. Yet realizing these 
opportunities depends on more than access to the technology itself. Organizations also need the skills, data, infrastructure and 
confidence to deploy these systems effectively.

Awareness of agentic AI is increasing, but the gap between familiarity and deployment remains significant. Fewer than four in ten 
businesses (37%) say they have heard of agentic AI. Of those familiar with the technology, only 6% report having fully deployed 
agentic AI, while 28% are experimenting or piloting it. When the technology is explained, a further 41% say they have plans to use 
agentic AI or are considering it, while 33% say they have no plans to adopt it.

Those that have adopted agentic AI are realizing benefits across their business: 54% report faster decision-making and execution, 
51% report increased operational efficiency or productivity, and 38% report improved scalability of operations.
The majority of businesses do not feel ready to adopt these emerging technologies, but startups and leading sectors are a bright spot. 
Only 18% of businesses say they feel fully or very ready to adopt next-generation AI technologies such as agentic AI – contrasted with 
34% of startups. 43% of all businesses say they are only somewhat ready, and 39% say they are slightly ready or not ready at all. 

Businesses point to persistent constraints that prevent them from moving from readiness to real deployment of next-generation AI: 

While today’s AI maturity gap reflects how businesses are deploying current AI technologies, it also has important implications for the 
future. Organizations that have not yet developed the capabilities to scale today’s AI are likely to be the least prepared to adopt the 
next generation of AI technologies, such as agentic AI. Understanding what distinguishes these organizations from more advanced 
adopters is therefore critical to Malaysia’s next phase of AI growth.

49% cite a shortage of AI and digital skills as a 
barrier to adopting next-generation technologies

36% cite insufficient internal 
workforce capacity

41% cite technical or 
data-related barriers

31% cite limited access to next-generation 
AI tools or infrastructure
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Building the foundations for advanced AI

The research identifies five organizational foundations that underpin AI transformation and readiness. Businesses that have progressed 
furthest in their AI journey consistently demonstrate stronger capabilities across these areas, enabling them to scale AI beyond pilots 
and embed it across their operations. Together, these foundations help explain why some organizations are better positioned than 
others to adopt the next generation of AI technologies.

AI strategy:
Developing a clear strategy that defines the business outcomes organizations want to achieve with AI 
and guides decisions about where, when and how AI should be deployed.

AI governance:
Establishing the governance structures, accountability and risk management needed to deploy AI 
responsibly, build trust and scale adoption with confidence.

Skills and organizational capability:
Building the workforce skills, leadership capability and organizational capacity required to embed AI 
across the business and realize its full value.

Partnerships and the software ecosystem:
Leveraging technology providers, software developers and implementation partners to access 
expertise, strengthen organizational capability and accelerate AI adoption.

Public sector leadership:
Building confidence in AI through practical implementation, responsible adoption, clear guidance and 
collaboration between government, industry and technology providers.

The five foundations:
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Many businesses recognize that these capabilities remain underdeveloped today, and identify organizational capability, not access to 
technology, as the biggest barrier to progressing further:

	• 53% cite workforce skills and capability as a barrier to adopting or expanding AI.

	• 33% say they lack a clear business case or return on investment for further AI investment, while 31% cite difficulty securing 
internal approval.

	• 38% report uncertainty around regulatory requirements, 35% say governance and risk frameworks have not kept pace with AI 
capabilities, and 29% identify a lack of clear internal ownership for AI decisions.

	• Just 16% report having a formal and comprehensive AI strategy, while only 9% believe their workforce has excellent digital skills.

Malaysia’s next phase of AI adoption will depend as much on organizational capability as technological progress. The following 
chapters explore each of these foundations in turn and examine how strengthening them can help more businesses move from AI 
adoption to AI transformation.
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Businesses need a clear AI strategy

As AI adoption matures, the challenge is shifting from whether organizations use AI to how they use it. With more AI models, 
applications and providers available than ever before, success increasingly depends on selecting technologies that align with business 
objectives and deploying them in ways that create measurable value.

Organizations that have progressed furthest in their AI journey are typically guided by a clear strategy. They define the outcomes 
they want to achieve, identify where AI can have the greatest impact, and select technologies accordingly. Others are still building this 
capability, making it harder to scale AI beyond individual projects or demonstrate return on investment.

Recent adopters provide an encouraging signal. Rather than implementing AI simply because it is available, newer adopters are more 
likely to begin with a clearly identified business problem and then identify the technology best suited to solving it.

Newer adopters are taking a more purposeful approach. Among businesses that adopted AI within the past year, 53% say their 
investment was driven by a specific business challenge. However, among longer-term adopters, the equivalent figure is 43%.

The findings suggest that strategy is becoming an important source of competitive advantage. As AI technologies continue to evolve, 
organizations will need to make informed decisions not only about which tools to adopt, but also how those technologies fit within 
broader business priorities, operating models and long-term growth plans. Those with a clear strategy will be better positioned to 
adapt as new capabilities emerge and AI becomes embedded across more areas of the business.

AI AI AI

Only 24% say they are very 
confident they are using the AI 
solutions best suited to their 

business needs

Confidence is closely linked to planning. Organizations with formal AI strategies are significantly more likely to believe they are 
selecting the right technologies and achieving better outcomes from their AI investments.

49% are only 
somewhat confident

Only 28% say they define clear 
business outcomes before 

implementing new AI solutions

27% say they are not very 
or not at all confident

Just 16% have a formal and 
comprehensive AI strategy

Clear objectives remain the exception rather than the norm:

Many organizations remain uncertain they are using the right AI solutions:
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Sector spotlight: Manufacturing

Manufacturing: strong potential remains, but businesses are still building the foundations for AI at scale

Manufacturing represents one of Malaysia’s largest opportunities to translate AI into economy-wide productivity gains. Confidence in 
the technology is already high across the sector. The challenge now is converting that confidence into deployment at scale. 

Manufacturing businesses report levels of optimism about AI similar to financial services, but are significantly less likely to have 
progressed beyond experimentation. 57% of manufacturers remain exploring or experimenting with AI, compared with 34% of 
financial services businesses, as a contrast.

This points to a gap between ambition and deployment that extends beyond enthusiasm for the technology. The next stage of 
adoption will depend on building the organizational capability needed to scale AI across production environments.

Key findings for the sector include:

Compared with other sectors, manufacturers identify technical or data-related barriers such as legacy systems and integration 
challenges (44%), lack of workforce skills and capability (41%), and limited resources such as time or cost (37%) as the main factors 
preventing them from progressing their AI adoption.

The opportunity is to help these businesses build the organizational capability required to deploy AI consistently across production, 
operations and supply chains.

80% of manufacturing businesses believe AI will 
transform their industry over the next five years

15% have a formal roadmap for 
scaling AI across the business

51% believe there is significant untapped 
potential for AI within their organization

Only 13% say they are fully prepared to adopt 
next-generation AI technologies such as agentic AI

AI
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AI governance enables organizations to scale AI

As AI becomes embedded in more business-critical decisions, the challenge for Malaysian businesses is no longer understanding that 
AI should be governed, but building the organizational capability to govern it effectively. Rather than calling for entirely new rules, 
businesses are looking for practical support to help translate existing governance principles into day-to-day business practice. 

While many Malaysian businesses have embraced AI, relatively few have yet established the governance structures needed to support 
widespread deployment. As AI systems become more autonomous and next-generation technologies such as agentic AI emerge, 
governance maturity is likely to become an important determinant of successful adoption.

Despite this, when asked what would most help them adopt AI, businesses prioritize practical implementation support: 47% want 
practical implementation frameworks or templates for AI governance, while 39% want a source of independent advice to guide AI 
adoption and 35% want help understanding how AI can improve their business.

Businesses with formal AI governance arrangements are significantly more likely to have progressed beyond experimentation. 62% of 
organizations with a formal responsible AI strategy or framework have reached the intermediate or advanced stages of AI adoption, 
compared with 33% of organizations without one.

AI

21% of businesses have a 
formal responsible AI strategy 

or framework in place 

26% have a formal data 
governance strategy or 

framework 

27% have regular monitoring or 
auditing processes for AI systems 

Only 30% report that accountability 
for AI initiatives sits with a clearly 

defined individual or team 

Only 18% have documented escalation 
processes for AI-related risks or issues
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Governance challenges stem from organizational capability rather than technology

Organizations are significantly more likely to identify governance capability, ownership and implementation as barriers than 
limitations in the technology itself. As businesses move beyond experimentation, questions around accountability, decision-making 
and responsible deployment become increasingly important.

As AI continues to evolve, governance is becoming more than a risk management exercise. It is increasingly part of the capability 
that allows organizations to deploy AI with confidence, accelerate adoption across the business, and realize greater value from their 
investments.

Only 30% of organizations 
have clearly defined ownership 

of AI decision-making 

33% say uncertainty 
around accountability slows 

AI deployment 

33% say demonstrating a clear 
business case or ROI remains a 

barrier to scaling AI 

Businesses report that internal 
approval and governance 

processes are among the longest 
stages of AI implementation 

Businesses are more likely to 
cite governance capability than 
technical limitations as barriers 

to deploying AI at scale 
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Sector spotlight: FSI

Financial services demonstrates that advanced AI adoption and strong governance increasingly go hand in hand. Although the sector 
operates within one of the most highly regulated environments, it has progressed further than most industries in embedding AI 
across business operations. At the same time, financial services businesses are investing more heavily in governance structures and 
are more likely to identify regulatory and accountability requirements as factors shaping the pace of AI adoption.

Despite these challenges, 64% have progressed beyond the experimentation stage of AI adoption, making them one of Malaysia’s 
most mature sectors.

The experience of financial services suggests that governance and AI maturity increasingly develop together. As organizations deploy 
AI in more business-critical functions, investment in governance may become an important enabler of wider adoption across other 
sectors, providing the confidence, accountability and operational structures needed to scale AI responsibly.

39% of financial services businesses have a formal AI governance framework, compared with 
24% across all businesses

31% have dedicated AI governance or responsible AI teams

Businesses in the FSI industry identify uncertainty about regulatory requirements (44%), governance 
or risk frameworks not keeping pace with new AI capabilities (39%), and lack of workforce skills and 
capability (33%) as the main barriers they encounter

42% of financial services businesses have a roadmap for scaling AI adoption

Financial services organizations allocate 14% of technology spending to compliance activities, 
compared with 12% across all businesses 

AI

AI

RM
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Skills remain one of the biggest multipliers

As AI becomes embedded across more business functions, the skills organizations need are changing. Success will increasingly depend 
not only on technical AI specialists, but on a workforce that can identify opportunities for AI, apply it confidently in day-to-day roles, 
and adapt business processes to take advantage of new technologies.

Building this capability remains one of Malaysia’s biggest opportunities. While businesses continue to invest in AI, many identify 
workforce skills as the factor most likely to determine whether they can move beyond experimentation and scale AI successfully 
across their organization. Skills nevertheless remain one of the most significant constraints on AI adoption.

More than half (53%) of businesses identify workforce capability as a barrier to progressing to the next stage of AI adoption, while 
almost half (48%) say increasing the availability of skilled AI professionals would be among the most effective ways to accelerate 
adoption. A further 56% say skills, education and workforce training are among Malaysia’s highest priorities for public investment 
over the next decade.

Capability extends well beyond specialist AI teams. Businesses need employees who can identify opportunities for AI, apply it 
confidently within their roles and adapt business processes to make effective use of new technologies.

At the same time, many businesses report capability gaps across a broad range of digital skills:

	• 34% rate the overall digital skills of their workforce as excellent or good

	• The most commonly cited capability gaps are AI and machine learning basics (41%), identifying appropriate digital tools for 
different tasks (38%), and updating business strategies or processes to benefit from new technologies (35%)

	• 62% believe AI skills will be very important within their industry over the next five years

Businesses also expect AI to reshape recruitment over the coming years. Rather than requiring specialist expertise in every role,  
organizations anticipate growing demand for both AI literacy across the workforce and deeper technical capability in specialist 
positions.

These findings reinforce the growing value businesses place on AI capability as organizations seek to scale adoption and embed AI 
more deeply across their operations. 

Skills, data and technology must develop together

Workforce capability is only one part of organizational readiness. Businesses also recognize the importance of having the right data 
foundations to support AI deployment.

Successful AI adoption depends on organizations developing skills, data capability and governance in parallel, rather than focusing 
on technology alone.

RM

Businesses estimate that 58% of new 
hires over the next three years will 
require AI literacy, while 24% will require 
specialist AI expertise

31% are confident their organization 
 is using its data effectively to make the 
most of AI

Employers report they would increase 
salary offers by an average of 36% for 
candidates with strong AI skills 

22% have a formal and comprehensive 
data strategy or framework to support 
effective AI use
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Partnerships extend organizational capability

Few organizations can build every capability needed to deploy AI at scale on their own. As AI technologies become more sophisticated, 
many businesses are relying on software providers, implementation partners and AI specialists to access expertise, accelerate 
deployment and strengthen their internal capabilities.

These partnerships are becoming an important part of Malaysia’s AI ecosystem. Beyond providing access to technology, they help 
organizations develop AI strategies, integrate AI into existing operations, strengthen governance and build workforce capability. For 
many businesses, external expertise is helping bridge the gap between AI experimentation and organization-wide transformation.

	• 57% of businesses primarily source AI capabilities through external providers, consultants or software vendors, rather than relying 
solely on internal development 

	• Among businesses using external providers, 43% rely on them for AI strategy and roadmapping, 40% for integrating and 
maintaining AI systems, and 35% for AI model development and customization 

	• External providers also play an important role in strengthening organizational capability, with 31% using them for workforce 
training, 27% for regulatory compliance support, and 24% for ethics and responsible AI guidance 

Businesses recognize that a strong AI ecosystem includes both global technology providers and locally embedded software companies 
that understand the needs of Malaysian industries. Together, these organizations help businesses apply AI in ways that reflect local 
markets, sectors and operating environments.

For many businesses, a limiting factor is access to the practical expertise needed to implement that technology across complex 
organizations. Software companies and implementation partners are becoming the bridge between AI adoption and AI transformation.

71% say internationally based software 
providers and AI solution developers 
are important to supporting their AI 
adoption

76% believe stronger collaboration 
between government and technology 
providers would help accelerate AI 
adoption across Malaysia

69% say locally based software 
providers and AI solution developers 
are important

63% believe the government should 
prioritize partnerships with global 
technology companies to strengthen 
Malaysia’s AI capability
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Public sector leadership can accelerate AI adoption

Businesses see government playing a broader role in Malaysia’s AI future than simply establishing regulatory frameworks. As AI 
adoption matures, organizations are looking to the public sector to build confidence in AI, demonstrate responsible implementation, 
and create practical guidance that helps businesses deploy AI more effectively.

Rather than calling for new regulation alone, many businesses want support that helps translate AI principles into day-to-day business 
practice. Practical implementation guidance, shared experience and collaboration between government and industry are viewed as 
important complements to regulatory certainty:

	• 46% say clearer and more consistent regulatory guidance would strengthen AI governance

	• 43% identify practical AI governance frameworks or implementation templates as a priority

	• 38% say access to external expertise would help them strengthen AI governance

	• 41% prioritize training and upskilling for employees responsible for AI governance

Businesses also believe the public sector can accelerate AI adoption by leading through example. As government organizations 
deploy AI responsibly, they can demonstrate what successful implementation looks like, helping to build trust and reduce uncertainty 
for businesses considering their own investments:

For many organizations, the value of public sector leadership lies in the confidence it creates. Businesses point to greater trust in AI 
technologies, clearer examples of responsible deployment and increased confidence around governance as some of the ways public 
sector adoption could encourage wider uptake.

	• 44% say public sector adoption increases trust in AI technologies

	• 41% say it demonstrates that AI can be deployed safely and responsibly

	• 38% say it provides practical examples of responsible AI implementation

	• 35% say it increases confidence in governance and accepted use cases

The findings suggest that public sector leadership has an opportunity to accelerate AI adoption in three complementary ways: 
by providing clear and proportionate regulation, by sharing practical implementation experience, and by fostering collaboration 
between government, industry and technology providers. Together, these actions can strengthen organizational capability across the 
economy and help more Malaysian businesses move from AI adoption to AI transformation.

74% say government leadership will 
play an important role in accelerating AI 

adoption across Malaysia

72% say greater adoption of AI by the public 
sector would make their own organization 

more likely to increase its use of AI
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Recommendations: Unlocking Malaysia’s AI future

Malaysia has made significant progress in expanding AI adoption, but the next phase of its AI journey will be defined by how 
effectively businesses build the foundations needed to deploy AI at scale. Throughout this report, organizations consistently identify 
skills, strategy, governance, partnerships and practical implementation support as the foundations that enable AI transformation. 
The following recommendations focus on strengthening these capabilities, helping more Malaysian businesses move beyond 
experimentation and unlock the full economic potential of AI.

1. Expand AI capability by investing in both talent and the software ecosystem

Malaysia’s ability to realize the next phase of AI adoption will depend on how effectively expertise spreads through the wider 
economy. Continued investment in digital skills remains essential, while software companies, implementation partners and 
AI developers are becoming equally important in helping businesses apply AI in practice. Their products and services allow 
organizations to benefit from specialist expertise that would otherwise take years to develop internally.

One of the Malaysian government’s flagship initiatives is RakyatDigital, a platform dedicated to advancing literacy in emerging 
technologies in support of the national digital agenda. Launched in January 2024, the initiative reached more than one million 
users within its first six months, demonstrating strong demand for AI and digital skills.

2. Use public sector leadership to build confidence in AI

Malaysia’s public sector can play an important role in accelerating AI adoption across the wider economy by demonstrating 
how AI can be implemented responsibly in practice. Publishing implementation playbooks, procurement guidance, governance 
approaches and sector-specific case studies would give businesses practical resources they can adapt to their own organizations.

Sharing implementation experience in this way would complement existing investment in skills and governance by reducing 
the cost and complexity of adoption for organizations beginning their own AI journey. Over time, each deployment contributes 
to a growing body of implementation knowledge that strengthens capability across the wider economy.

3. Turn AI governance into an implementation advantage

Malaysia has established a clear direction of travel on AI governance. The next opportunity lies in helping businesses apply 
these principles with confidence as AI becomes embedded in day-to-day operations. Alongside the proposed AI Governance 
Bill, practical implementation support can help organizations move more quickly from AI experimentation to responsible 
deployment.

The National AI Office’s proposed AI Regulatory Sandbox represents an important step in this direction, providing businesses 
with a supervised environment to test new AI applications while giving policymakers practical insight as governance 
frameworks continue to evolve. Continuing to develop this approach, alongside clear guidance, practical governance tools and 
sector-specific examples, would help businesses translate high-level principles into operational practice.

Businesses consistently signal that they want regulation that enables adoption while maintaining trust. Privacy and data 
security remain the leading priority for AI regulation (52%), closely followed by ensuring AI is used ethically and responsibly 
(49%). At the same time, 45% believe regulation should encourage innovation alongside appropriate safeguards, while 43% 
identify practical implementation support, including governance frameworks, templates and access to expertise, as one of the 
most valuable measures for deploying AI responsibly.
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Building the foundations for the next phase of Malaysia’s AI growth

Malaysia has reached an important moment in its AI journey. Adoption is accelerating, investment is increasing, and businesses 
increasingly recognize AI as a strategic capability that will shape future competitiveness. Yet the next phase of AI will be defined 
not simply by how many organizations adopt AI, but by how effectively they build the capabilities needed to deploy it at scale. 
Readiness for next-generation AI, clear strategies, trusted governance, workforce skills, strong technology partnerships and public 
sector leadership will increasingly distinguish organizations that move beyond experimentation from those that achieve lasting 
transformation. By continuing to strengthen these foundations, Malaysia has an opportunity to accelerate AI adoption across the 
economy, unlock greater productivity and innovation, and position itself as a regional leader in the responsible deployment of AI.
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Appendix

Glossary:

	• Adopted AI: Currently consistently use at least one AI tool.

	• Startup: A business founded in the last 2 years which provides a new product/service or innovation and is aiming for rapid growth 
in terms of employees and turnover.

	• SMEs: Small and medium-sized enterprises employing fewer than 250 people.

	• Large enterprise: A business with 500 or more employees, founded 10 years ago or more.

	• Basic AI adoption: These organizations are using AI primarily for incremental improvements such as efficiency gains and process 
streamlining rather than for innovation. They rely on publicly available chatbots for routine tasks or purchasing ready-made AI 
solutions.

	• Intermediate AI adoption: These businesses are integrating AI across multiple functions and workflows, such as integrating AI into 
operations to improve customer experiences.

	• Advanced AI adoption: These firms are integrating the most advanced use cases of AI, combining multiple models, developing 
custom AI solutions, or using agentic and autonomous AI. At this stage, organizations are rapidly innovating with AI and, in turn, 
disrupting their industry.

	• Next-generation AI technologies: Emerging AI capabilities such as agentic AI, physical AI, and advanced robotics that extend 
beyond traditional predictive or generative models.

	• Agentic AI: AI systems capable of autonomously planning, executing, and optimizing tasks or workflows with limited human 
intervention.

	• Physical AI: AI embedded directly into physical equipment, machinery, and real-world systems — such as production lines, robots, 
and vehicles — enabling them to perceive their environment, make real-time decisions, and act autonomously without relying on 
cloud connectivity.

	• AI readiness: A measure of how prepared a business is to adopt advanced and next-generation AI technologies, considering skills, 
infrastructure, governance, and financial capacity.

	• Digital skills gap: The mismatch between the digital and AI-related skills organizations require and the skills currently available 
within the workforce.

Methodology

The fieldwork for this study was undertaken by Strand Partners’ research team for Amazon Web Services. This research has followed 
the guidance set forth by the UK Market Research Society and ESOMAR. For the purposes of this study, business leaders are defined 
as founders, CEOs, or members of the C-suite in organizations.

‘Citizens’ are nationally representative members of the public based on the latest available census. 

For inquiries regarding our methodology, please direct your questions to: polling@strandpartners.com. 

In Malaysia: 
	• We conducted a survey targeting 1,000 nationally representative members of the public, ensuring representation based on age, 

gender, and region.

	• Additionally, we surveyed 1,000 business leaders, representative by their business size, sector, and region.

Sampling: 

Our sampling process used a mix of online panels that are recognized for their validity and reliability. These panels are carefully 
curated to ensure diverse representation across various demographics. For the business leaders, the panels are selected with a 
consideration for organizational size, sector, and position within the company. Our objective with the sampling strategy is to achieve 
an optimal mix that mirrors the actual distribution of our target populations in the respective markets. 
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Weighting Techniques: 

Post-data collection, we applied iterative proportional weight to correct any discrepancies or over-representations in the sample.

Survey: 

This study was designed with the objective of delving deep into the digital landscape: 

	• Usage Patterns: This survey gauges the evolving patterns of digital technology usage. We are particularly interested in examining 
the adoption and implementation levels of technologies, focusing on cloud computing and artificial intelligence. 

	• Perceptions and Attitudes: The survey seeks to unearth the prevailing perceptions and attitudes towards digital technologies, 
understanding the perceived benefits, challenges, and potential ramifications of both present and emerging tech solutions. 

	• Barriers and Opportunities: The survey scrutinizes the predicted challenges and potential avenues that both businesses and 
individuals anticipate on their digital trajectory. This involves pinpointing challenges, from skill deficits to regulatory complications, 
and recognizing opportunities for growth, innovation, and market development. 

	• ‘Size of the Prize’: The survey shed light on the economic repercussions and growth prospects linked with digital transformation. 
By elucidating the ‘size of the prize’, we aspire to stress the importance of digital transformation and foster further investments 
and technology adoption.

References:

1.	 ��Throughout this report, businesses are grouped according to their size and stage of development to help illustrate how AI adoption 
differs across the Malaysian economy. For the purposes of the study, these groupings are defined as:

	 �Startups are businesses founded within the last two years that provide a new product, service or innovation and are aiming for 
rapid growth in employment and revenue.

	� Small and medium-sized enterprises (SMEs) are defined for the purposes of this research as businesses employing fewer 
than 250 people. This differs from the official SME Corp Malaysia definition, which classifies SMEs as businesses with fewer 
than 200 full-time employees or annual sales turnover not exceeding RM50 million. The definition used in this report has been 
applied consistently across all APJ markets to enable regional comparability. Readers comparing these findings with Malaysian 
government statistics or policy frameworks should take this difference into account when interpreting SME-specific results.

	 �Large enterprises are defined as businesses employing 500 or more people that were founded at least ten years ago. The ten-
year threshold was applied for analytical purposes to distinguish established businesses from younger, high-growth firms and to 
ensure consistent comparisons across markets. Readers should note that this definition was developed for the purposes of this 
research and does not correspond to an official Malaysian business classification.

2.	 �Estimate based on Strand Partners’ nationally representative survey of 1,000 Malaysian business leaders. The sample is 
representative by business size, sector and region, with weighting applied to reflect the wider Malaysian business population. 
The estimated number of additional businesses adopting AI is calculated by applying the year-on-year change in AI adoption 
to the latest available estimate of approximately 9 million registered businesses in Malaysia in 2025. Source: https://www.ssm.
com.my/Pages/Publication/Statistics/Companies%20and%20Business%20Registered/Companies%20and%20Business%20
Registered%20Statistic%20for%202026/Company-and-Business-Registered-Statistic-2026.aspx 

https://www.ssm.com.my/Pages/Publication/Statistics/Companies%20and%20Business%20Registered/Companies%20and%20Business%20Registered%20Statistic%20for%202026/Company-and-Business-Registered-Statistic-2026.aspx
https://www.ssm.com.my/Pages/Publication/Statistics/Companies%20and%20Business%20Registered/Companies%20and%20Business%20Registered%20Statistic%20for%202026/Company-and-Business-Registered-Statistic-2026.aspx
https://www.ssm.com.my/Pages/Publication/Statistics/Companies%20and%20Business%20Registered/Companies%20and%20Business%20Registered%20Statistic%20for%202026/Company-and-Business-Registered-Statistic-2026.aspx
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