Malaysia's Al Ascent: Enhancing
Industrial Competitiveness and Office
Automation

1. Introduction: Malaysia's Al Ambition

Malaysia is strategically positioning itself as a formidable player in the global Artificial
Intelligence (Al) arena, with a clear ambition to become a regional leader in Southeast Asia.’
This national drive is underscored by a comprehensive strategy aimed at harnessing Al's
transformative potential to spur inclusive economic growth, enhance productivity across
industries, and improve public service delivery. The government's commitment is evident
through significant investments, the establishment of dedicated national bodies, and the
formulation of forward-looking policies designed to cultivate a vibrant Al ecosystem.?

The Al market in Malaysia is on a steep growth trajectory, projected to reach US$1.06 billion
in 2025 and expand to US$3.59 billion by 2030, demonstrating an impressive compound
annual growth rate (CAGR) of 27.63%.* This economic momentum is further fueled by
projections that Al could contribute approximately US$115 billion (RM530 billion) to Malaysia's
Gross Domestic Product (GDP) by 2030, equivalent to about 25% of its 2022 GDP." Such
figures highlight the profound impact Al is expected to have on the nation's economic
landscape.

This report assesses the current landscape of Al development and deployment in Malaysia. It
elaborates on how these efforts are poised to enhance the competitiveness of Malaysian
industries and streamline office automation processes. The analysis delves into the crucial
roles of government support, private investment, and research and development (R&D) in
driving this transformation. Furthermore, it identifies key challenges and outlines metrics for
gauging the success of Malaysia's Al journey. The overarching goal is to provide a nuanced
understanding of Malaysia's Al trajectory, its potential to reshape the economy, and the
strategic imperatives for realizing its national Al aspirations.

2. Current State of Al Development and Deployment
in Malaysia

Malaysia's Al landscape is characterized by dynamic growth and strategic national initiatives
aimed at fostering innovation and widespread adoption. The nation is actively working to
integrate Al across various sectors, supported by robust government frameworks and
increasing private sector participation.



2.1. National Al Frameworks and Governance

Malaysia has established a structured approach to Al development, guided by national
roadmaps and dedicated governance bodies. The National Al Roadmap (Al-Rmap 2021-
2025), developed by the Ministry of Science, Technology, and Innovation (MOSTI), laid the
initial groundwork, outlining key Al use cases in sectors such as agriculture, healthcare, and
education, and emphasizing principles of reliability, inclusiveness, and accountability.® This
roadmap is being succeeded by the National Al Technology Action Plan 2026-2030,
spearheaded by the Ministry of Digital, to continue driving Malaysia's Al ambitions." This
continuity in strategic planning signals a long-term commitment to Al development. The initial
Al-Rmap aimed to create a thriving and sustainable Al innovation ecosystem, positioning
Malaysia as a high-technology nation by leveraging Al's potential."" The forthcoming Action
Plan 2026-2030 is designed to further boost Malaysia's competitiveness, instill investor
confidence, and chart the nation's Al trajectory with a focus on talent cultivation, R&D, and
cross-sectoral Al adoption, while affirming ethical and responsible Al development.™

A pivotal development in Malaysia's Al governance is the establishment of the National Al
Office (NAIO) in December 2024, under the Ministry of Digital." NAIO serves as the central
authority for advancing Malaysia's Al agenda, tasked with fostering innovation, promoting
cross-sector collaboration, and integrating Al into government, industry, and societal
frameworks.? Its mission is to position Malaysia as a regional Al leader and a global driver of
digital transformation, addressing both local and global challenges while promoting
sustainable development.? Prime Minister Anwar Ibrahim highlighted NAIO's potential to build
a robust digital ecosystem for conceptualizing, planning, researching, coordinating, and
implementing Al initiatives.

NAIO's strategy is characterized by a dual approach: driving Al implementation across
industries while simultaneously strengthening the regulatory landscape to foster innovation
and ethical use.™ The office is responsible for seven key deliverables in its first year, including
the Al Technology Action Plan 2026-2030, an Al Adoption Regulatory Framework, and an Al
Code of Ethics.* This comprehensive approach aims to ensure that Al development is not only
rapid but also responsible.

Complementing these strategic plans are the National Al Governance and Ethics (AIGE)
Guidelines, launched in September 2024.2 These guidelines, adapted from UNESCO and
OECD standards, outline seven core principles: fairness, reliability/safety/control,
privacy/security, inclusiveness, transparency, accountability, and the pursuit of human
benefit.” While not legally binding, the AIGE encourages voluntary adoption of responsible Al
practices across public and private sectors, aiming to build trust and prepare for potential
future regulations.” NAIO enforces these guidelines to safeguard data privacy, prevent bias,
and ensure fairness in Al use.® This structured, yet flexible, regulatory environment is crucial
for boosting investor confidence and fostering public acceptance.™



2.2. Al Market Size and Growth Projections

The Malaysian Al market is experiencing significant expansion. As of 2025, the market size is
projected to reach US$1.06 billion, with an anticipated annual growth rate (CAGR) of 27.63%,
leading to a market volume of US$3.59 billion by 2030.# Some projections indicate an even
higher CAGR of 28.50% between 2024 and 2030, reaching a similar market volume.™ This
rapid growth underscores Malaysia's increasing engagement with Al technologies.

The economic impact is expected to be substantial, with Al projected to contribute
approximately US$115 billion to Malaysia's GDP by 2030.2 This contribution is anticipated to
come from various sectors, including healthcare, agriculture, manufacturing, and finance.*
Generative Al alone is seen to have the potential to unlock US$113.4 billion of productive
capacity, equivalent to roughly 25% of Malaysia's 2022 GDP."

The burgeoning market has attracted significant foreign investment. Microsoft, for instance,
announced a US$2.2 billion investment over four years to expand cloud and Al services in
Malaysia.? This investment includes the development of the Malaysia West Cloud Region,
expected to be operational in Q2 2025, which will provide enhanced data residency,
performance, and access to Microsoft's full suite of cloud services." This cloud region alone is
projected to help generate about US$10.9 billion in new revenues for Microsoft, its partners,
and cloud-using customers over the next four years." Other global tech giants like Google,
Nvidia, and ByteDance have also announced substantial digital investments in the country
since 2023.4

The data center market, crucial for Al development, is also booming. Valued at US$4.04
billion in 2024, it is projected to reach US$13.57 billion by 2030, with a CAGR of 22.38%."
Malaysia has attracted over RM86 billion (approximately US$18.3 billion) in data center
investments in 2024, establishing itself as a leading data center hub in Southeast Asia with 77
operational data centers and 51 more under construction.* This robust infrastructure
development is fundamental to supporting the computational demands of Al.

2.3. Key Players and Ecosystem Development

Malaysia's Al ecosystem is a blend of government agencies, multinational corporations, local
enterprises, and academic institutions, all contributing to its growth.
Government and Regulatory Bodies:
e Ministry of Digital: Oversees the national digital transformation agenda, including Al
development.?
¢ National Al Office (NAIO): The central coordinating body for Al strategy,
implementation, and governance.! NAIO is responsible for the Al Technology Action
Plan 2026-2030 and the Al Code of Ethics, among other deliverables.*
e MyDIGITAL Corporation: Works under the Ministry of Digital, initially guiding NAIO,
and plays a role in driving the digital economy.?



e Malaysia Digital Economy Corporation (MDEC): The lead agency for digital economy
initiatives, granting MD Status to eligible companies and facilitating digital adoption.*
MDEC is actively promoting Malaysian tech champions and attracting Al companies.*

e CyberSecurity Malaysia (CSM): Focuses on cybersecurity aspects, including Al-
based research for threat detection and prevention.

e Talent Corporation Malaysia Berhad (TalentCorp): Collaborates with NAIO on
workforce development initiatives like the MyMahir National Al Council for Industry
(MyMahir—-NAICI).2°

Private Sector:
e Multinational Corporations (MNCs):

o

Microsoft: Investing US$2.2 billion in cloud and Al infrastructure, including the
Malaysia West Cloud Region, and partnering on skilling initiatives like
AlForMYFuture aiming to train 800,000 Malaysians by end-2025."

Google: Partnering with the Ministry of Digital on the "Al at Work 2.0" initiative to
equip up to 445,000 public officers with GenAl tools.™ Google Cloud's
partnership aims to boost Malaysia's GDP by over US$3.2 billion and create
26,500 jobs by 2030.¢

IBM: Committed to training two million learners in Al globally by 2026, with local
partnerships including Universiti Malaysia Terengganu.® Local organizations are
expected to adopt IBM's cost-effective language models.®

Nvidia, ByteDance, Intel: Have also announced significant digital investments in
Malaysia.* Intel plans an Al-focused data center.”

Arm Holdings: A US$250 million deal over 10 years to provide chip design plans
for local manufacturers, aiming to produce Malaysian-designed Al chips and train
10,000 engineers.*

e Local Al Solution Providers and Startups: There are 140 Al solution providers in
Malaysia, generating over RM1 billion in revenue as of July 2024.6 Examples include:

o

o

o

BrioHR.com (HR automation) and Juwai IQI (real estate analytics).*
Companies listed on GoodFirms such as Krazimo Private Limited, Innovacio
Technologies, Lateral, RisingPoint Technologies Bhd, and 6omb Al offer
various Al services.”

The Al Sandbox Programme aims to establish 900 Al companies by 2026.7

e Industry Adopters:

o

PETRONAS: Leveraging Al for energy security, operational optimization, and
cleaner energy transition.” Partnered with CelcomDigi for 5G deployment on oil
platforms.?

QI Group: Migrated its e-commerce platform to Microsoft Azure, automating
security and operational workflows."

RHB Bank: Using Azure OpenAl to streamline processes and foster innovation.'



o Silverlake Group: Introduced CatgWorkz, an Azure-powered solution to
automate routine tasks in financial institutions.?

o Pos Malaysia: Modernized its ETA prediction system using AWS cloud services
and machine learning, improving accuracy by 37% and operational efficiency by
70%.%°

o Standard Chartered: Developed an in-house Al/ML solution (SWOOSH) to
automate manual back-office processes, particularly client onboarding, halving
turnaround time and expenditure.®°

Research and Academia:

Universiti Teknologi Malaysia (UTM): Established Malaysia's first Al faculty.®
Collaborating with TrackerHero to advance Al training and research, including industry
training, project-based learning, internships, joint research, and a satellite lab.*'
University of Malaya (UM): Collaborating with EY to enrich Al-related curricula.®?
Hosts numerous research centers, including the UM Centre for Data Analytics (UMCDA)
and Centre for Research in Industry 4.0 (CRI4.0).33
Monash University Malaysia: Partnered with Dell Technologies to implement
advanced HPC and Al solutions for research across engineering, science, medicine, and
IT.34
Other Universities: Universiti Kebangsaan Malaysia (UKM), Universiti Sains Malaysia
(USM), Universiti Putra Malaysia (UPM), and Multimedia University are also key
institutions in Al research and education.®®* UPM is partnering with the National Cyber
Security Agency to establish the Malaysian Cryptology Technology and Management
Centre.*
Research Centers:
o EY Al Innovation Center: Launched to accelerate Al adoption, comprising an Al
Lab, Al Academy, and Al Research arm, collaborating with TalentCorp and AICB.*
o Raffles University Al Research Institute (AIRI): Focused on high-impact R&D
of Al technologies and applications, and commercialization.3®
o SynaXG R&D Center: Opened in Kuala Lumpur to advance Al-driven Radio
Access Network (AlI-RAN) solutions, collaborating with the AI-RAN Alliance
(members include Ericsson, NVIDIA, Microsoft, SoftBank).*°

The development of a robust Al ecosystem is a multi-stakeholder endeavor. The
government's role in providing strategic direction and fostering a conducive environment,
combined with private sector innovation and investment, and academic contributions to
research and talent development, collectively underpins Malaysia's Al aspirations. The focus
on public-private partnerships, as seen in initiatives like Al at Work 2.0 (NAIO and Google
Cloud) ™ and AlForMYFuture (Microsoft and NAIO) 3, is critical for translating national
strategies into tangible outcomes.

3. Drivers of Al Transformation in Malaysia



Malaysia's Al transformation is propelled by a confluence of robust government support,
growing private sector investment, and a burgeoning research and development landscape.
These three pillars are crucial in shaping the nation's capacity to innovate and integrate Al
technologies effectively.

3.1. Government Support and Initiatives

The Malaysian government has demonstrated a strong commitment to fostering Al
development through strategic funding, policy formulation, and institutional support.
3.1.1. Funding and Incentives

Significant financial resources have been allocated to spur Al growth. Budget 2024 included
RM20 million for a national Al framework aimed at driving Al research, development, and
commercialization.* Budget 2025 further amplified this commitment with RM1.5 billion for
digital infrastructure (including 5G and broadband), RM200 million for digital literacy and Al
upskilling, and RM50 million specifically for Al and cybersecurity research.* The research
funding includes establishing the Malaysian Cryptology Technology and Management Centre
via a partnership between Universiti Putra Malaysia and the National Cyber Security Agency.*
The government has also introduced specific funding programs to support the National Al
Blueprint, including 4°:

e Al R&D Grants: RM600 million

e Al Education & Workforce Development Fund: RM50 million

e Al Startups & Innovation Fund: RM300 million (channeled through the National Fund-

of-Funds for venture capital)

Furthermore, tax incentives are a key lever. Companies investing in Al, cybersecurity, and
green technology are eligible for tax breaks.* The Malaysia Digital (MD) Status, granted by
MDEC, offers outcome-based tax incentives for companies undertaking qualifying tech
activities, including Al and Big Data Analytics.?? These incentives can take the form of reduced
tax rates (e.g., 0-10% for new investments, 15% for expansion) or Investment Tax Allowances
(ITA) of up to 100% of qualifying capital expenditure.? Eligibility for MD Status requires
companies to be Malaysian tax residents, meet minimum paid-up capital, employment, and
operating expenditure criteria, and conduct approved digital activities.?? Double tax
deductions are also available for Al-related R&D.®
The Al Sandbox Programme is another notable initiative, aiming to foster startup
development with targets of establishing 900 Al companies and training 13,000 Al talents by
2026." The National Technology and Innovation Sandbox (NTIS) also supports Al projects,
having provided RM115 million to 202 projects since 2020, with a significant portion
benefiting agriculture and forestry.™
These diverse funding mechanisms and incentives are designed to de-risk private investment,
stimulate innovation, and build a critical mass of Al expertise and enterprises. The clear
financial commitment from the government signals to both domestic and international



players that Malaysia is serious about its Al ambitions.
3.1.2. Infrastructure Development

Recognizing that robust digital infrastructure is foundational for Al, Malaysia is making
substantial investments. The RM1.5 billion allocated in Budget 2025 for digital infrastructure,
including 5G rollout and broadband expansion, is a testament to this.* The development of
world-class data centers is central to this strategy, as they provide the immense
computational power required for Al." Malaysia's data center market is projected to reach
US$13.57 billion by 2030." As of 2024, Malaysia has attracted over RM86 billion in data center
investments 4, with 77 operational data centers and 51 more under construction.™
Microsoft's upcoming Malaysia West Cloud Region, its first in the country, will feature three
availability zones with independent power, cooling, and networking, ensuring high availability
and low latency.! This facility will offer access to Microsoft Azure, Microsoft 365, and
Dynamics365/Power Platform, enabling businesses to honor data residency commitments
and leverage advanced cloud services.! Such hyperscale data centers are crucial for handling
massive Al workloads.

Beyond data centers, Malaysia is also focusing on High-Performance Computing (HPC).
Monash University Malaysia, in collaboration with Dell Technologies, has implemented an HPC
and Al solution with over 800 Intel CPU cores, 165,000 NVIDIA CUDA cores, and 250 TB of
storage to accelerate research.®* Additionally, Malaysia is part of the Korea-ASEAN Digital
Innovation Flagship Project (KADIF), which includes building HPC infrastructure and capacity
for ASEAN data utilization, with an HPC facility expected to be operational in early 2026.43
The nationwide 5G deployment is another critical enabler for Al applications, particularly
those requiring high-speed data transfer and low latency, such as loT, autonomous systems,
and real-time analytics.?® CelcomDigi, Malaysia's leading mobile network operator, highlights
that "5G with Al is where the real magic happens," enabling smarter, more efficient
operations across industries.?® Partnerships like the one between DNB and Ericsson aim to
expand 5G and 5G Advanced coverage, particularly in industrial zones, to support enterprise
digitalization and loT innovation.**

The development of robust data infrastructure, encompassing data centers, cloud services,
HPC capabilities, and widespread 5G connectivity, is creating an environment where Al can
thrive. This infrastructure is essential not only for processing and storing the vast amounts of
data Al models require but also for delivering Al-powered services efficiently and reliably
across the nation.

3.1.3. Policy and Regulatory Support

The Malaysian government, through NAIO and other agencies, is actively shaping a conducive
policy and regulatory environment. The National Al Roadmap (Al-Rmap 2021-2025) and
the upcoming Al Technology Action Plan (2026-2030) provide the strategic direction.”
NAIO's seven deliverables, including the Action Plan, an Al Adoption Regulatory Framework,



and an Al Code of Ethics, aim to accelerate Al adoption while ensuring ethical and
responsible use.*

The National Al Governance and Ethics (AIGE) Guidelines, launched in 2024, promote
responsible Al development based on principles like fairness, transparency, and
accountability.® NAIO is working to integrate these guidelines into national regulatory
frameworks, even though specific generative Al laws are not yet in place.? The approach is to
adopt a risk-based and phased regulatory strategy to avoid stifling innovation while
addressing emerging Al risks.® This involves strengthening existing laws like the Personal Data
Protection Act to account for Al-related data practices.®

To facilitate data sharing for Al development, particularly in the public sector, Malaysia
enacted the Data Sharing Act 2025. This Act, which received Royal Assent on February 5,
2025, establishes a regulatory framework for data sharing among public sector agencies for
purposes like enhancing policy efficiency, managing public health threats, and responding to
emergencies.* The Act establishes a National Data Sharing Committee (NDSC) to oversee
requests and ensure security and ethical standards are met.*® This initiative, along with the
upcoming National Cloud Computerisation Policy, aims to create a secure and well-regulated
digital ecosystem conducive to Al innovation.*®

The government's proactive stance on policy and regulation, emphasizing both enablement
and ethical safeguards, is vital for building trust among businesses and the public, which is a
prerequisite for widespread Al adoption.

3.2. Private Investment and Adoption

Private sector engagement is a critical engine for Al growth in Malaysia, spanning
investments from global tech giants to adoption by local enterprises.
3.2.1. Foreign Direct Investment (FDI) and MNC Contributions

Malaysia has successfully attracted significant FDI in the digital and Al sectors. Microsoft's
US$2.2 billion investment in cloud and Al services is a landmark example.? This investment is
projected to generate US$10.9 billion in new revenues by 2028 and create 37,575 jobs.’
Google, Nvidia, ByteDance, and Intel are other major international players making substantial
digital investments in Malaysia.* For instance, Google Cloud's partnership aims to contribute
over US$3.2 billion to Malaysia's GDP and create 26,500 jobs by 2030.° These investments
are not only building critical infrastructure like data centers # but also fostering talent
development through initiatives like Microsoft's AlIForMYFuture program * and IBM's Al
training commitments.®

The government actively encourages such investments, with MDEC playing a key role in
attracting marquee Al companies and supporting their establishment in Malaysia.* The
presence of these MNCs brings capital, advanced technology, and global expertise,
significantly accelerating the development of the local Al ecosystem.



3.2.2. Local Enterprise Adoption and Al Startups

Malaysian enterprises are increasingly adopting Al to enhance competitiveness. As of July
2024, 140 Al solution providers in Malaysia generated over RM1 billion in revenue.® Companies
like BrioHR.com (HR automation) and Juwai IQI (real estate analytics) are leveraging Al.# In the
financial sector, institutions like RHB Bank and Maybank are using Al for process streamlining,
customer experience enhancement, and asset management.” Maybank, for example, uses Al
for its Shariah-compliant discretionary portfolio mandate and its MAE app for financial
planning.® Standard Chartered developed an in-house Al solution, SWOOSH, to automate
client onboarding, significantly improving efficiency.*°

In manufacturing, companies like Clarion Malaysia and Smart Modular are using Al for
process optimization and defect identification.® Pos Malaysia has notably improved its parcel
delivery ETA accuracy and operational efficiency by adopting AWS Al and ML services.?

The Al startup scene is also growing. Investment in Malaysian Al startups totaled US$80.5
million between 2019 and 2023, primarily in early-stage funding.' A significant deal was
Aerodyne's US$29.8 million Series C funding in 2022." However, private funding for Al
startups fluctuated, with 2023 seeing a low of US$0.6 million, attributed partly to economic
uncertainty and shifting investment priorities.” Despite this, initiatives like the Al Startups &
Innovation Fund (RM300 million) “° and the Al Sandbox Programme (aiming for 900 Al
companies by 2026) " are in place to support this segment. The MYStartup portal lists
emerging Al startups, indicating a dynamic ecosystem.™

The increasing adoption by local firms and the growth of Al startups demonstrate a
broadening base for Al application in Malaysia. While MNCs provide significant impetus, the
long-term vibrancy of the Al ecosystem will also depend on the innovation and growth of
these domestic players.

3.3. Research and Development (R&D) Efforts

R&D is the bedrock of sustained Al innovation, and Malaysia is focusing on strengthening its
capabilities through academic institutions, research centers, and collaborative initiatives.
3.3.1. Academic Institutions and Research Centers

Malaysian universities are pivotal in Al research and talent development. Universiti
Teknologi Malaysia (UTM) established the country's first Al faculty and is actively
collaborating with industry partners like TrackerHero on Al training and research projects.®
University of Malaya (UM) is enhancing its Al curriculum in partnership with EY and hosts
several relevant research centers like UMCDA and CRI4.0.32 Monash University Malaysia
has significantly upgraded its research capabilities with Dell's HPC and Al solutions.3* Other
key universities contributing to Al research include Universiti Kebangsaan Malaysia (UKM),
Universiti Sains Malaysia (USM), and Universiti Putra Malaysia (UPM).*®



Dedicated research centers are also emerging. The EY Al Innovation Center, comprising an
Al Lab, Al Academy, and Al Research arm, aims to amplify Malaysia's Al capabilities.3? Raffles
University Al Research Institute (AIRI) focuses on high-impact R&D and
commercialization.®® SynaXG has opened an R&D center in Kuala Lumpur for AI-RAN
solutions, collaborating with the global Al-RAN Alliance.*

These institutions are crucial for generating new knowledge, developing Al solutions tailored
to local needs, and producing a skilled workforce. Rankings indicate that several Malaysian
universities are recognized for their Al research output in Asia and globally.?®

3.3.2. Public-Private R&D Collaborations

Collaboration between public institutions and private companies is actively encouraged to
bridge the gap between research and practical application. NAIO facilitates such
partnerships, including training programs like "Al at Work 2.0" with Google Cloud ™ and the
"AlForMYFuture" skilling initiative with Microsoft.> UTM's collaboration with TrackerHero for
joint research and a satellite lab is a prime example of academia-industry linkage.*'

The government provides R&D grants (RM600 million allocated) and matching grants via the
Malaysia Science Endowment (MYR 170 million) to encourage private sector investment in
R&D.* These collaborations are vital for ensuring that research is demand-driven and
translates into commercially viable innovations and solutions that address real-world
problems.

3.3.3. Focus on Localized Al Solutions and Chip Design

A significant strategic thrust is Malaysia's ambition to move beyond being a consumer of Al to
becoming a producer of Al innovations, including localized solutions and hardware.” The
government is supporting the development of a local Large Language Model (LLM) to reduce
dependency on foreign data sets and cater to local linguistic and cultural nuances.*®

A landmark initiative in this direction is the US$250 million, 10-year deal with Arm Holdings to
acquire chip design plans for local manufacturers.* This aims to enable Malaysia to design,
manufacture, test, and assemble its own Al chips, including Graphics Processing Units
(GPUs), for the global market. The deal also includes training 10,000 engineers and aims to
create 10 local chip companies with substantial annual revenues.* This strategic investment in
semiconductor capabilities, building on Malaysia's existing strength in semiconductor
packaging and testing “°, is crucial for long-term Al sovereignty and competitiveness.

The combined efforts in government support, private investment, and R&D are creating a
synergistic effect, driving Malaysia's Al transformation. The emphasis on building both soft
(policy, talent) and hard (infrastructure, funding) components of the Al ecosystem positions
Malaysia to capitalize on the opportunities presented by this transformative technology.

4. Enhancing Competitiveness of Malaysian Industries
through Al



Al is poised to significantly enhance the competitiveness of Malaysian industries by driving
innovation, improving efficiency, and creating new value propositions across various sectors.
The adoption of Al technologies is transforming traditional business models and enabling
companies to compete more effectively on a global scale.

4.1. Manufacturing (Industry 4.0)

Malaysia's manufacturing sector, a key pillar of its economy, is increasingly embracing Al-
powered automation and smart factory technologies in line with the global Industry 4.0
movement.® The integration of Al is leading to substantial improvements in productivity, cost
reduction, and quality control.

e Smart Factories and Automation: Studies suggest that smart factories can increase
production capacity by up to 20% and reduce operational costs by up to 15%. Al-
powered automation is crucial for transitioning traditional businesses into digitally
integrated systems.*’

e Process Optimization and Defect Identification: Clarion Malaysia, leveraging 5G and
Al, successfully reduced its manufacturing processing time by 70%.6 Smart Modular
employs Al-powered high-speed precision industrial robots, using IBM Maximo Visual
Inspection, to identify and isolate manufacturing defects, enhancing product quality.®

e Predictive Maintenance: Al systems can optimize maintenance schedules, reducing
production costs and avoiding standstills and delays by predicting equipment failures
before they occur.’

e Supply Chain Optimization: Al can identify bottlenecks and optimize supply chains,
contributing to increased production volume.*’

e Robotics and Human-Machine Collaboration: Companies like KUKA are developing
Al-driven robotics solutions to make automation simpler and more accessible. This
includes Al-driven chatbots that can translate natural language commands into
programming code for robots, making programming accessible beyond experts.*’ The
concept of Logistics 5.0 also emphasizes Al and collaborative robots (cobots) working
alongside human operators to enhance productivity and efficiency.*°

The adoption of these Al applications is helping Malaysian manufacturers improve
operational efficiency, reduce reliance on manual labor, enhance product quality, and
respond more agilely to market demands, thereby strengthening their competitive edge.

4.2. Healthcare

Al is revolutionizing healthcare in Malaysia by enhancing diagnostic accuracy, streamlining
operations, reducing treatment costs, and addressing gaps in healthcare delivery, particularly
in remote areas.®
e Enhanced Diagnostic Accuracy:
o Radiology: Al systems have demonstrated superior accuracy in detecting lung
abnormalities from chest X-rays, with sensitivity rates ranging from 56.4% to



95.7% compared to 23.2% to 76% for radiologists alone.?! This is crucial for early
detection and timely treatment, especially in facilities lacking specialist
radiologists. Al-assisted analysis of chest X-rays has also improved detection
rates among radiology trainees by 15.5%.%

o Breast Cancer Detection: Al-enhanced mammogram screenings have shown
consistently higher sensitivity rates in detecting early breast cancer compared to
radiologists working independently, and have helped reduce unnecessary
biopsies.®

o Genomic Medicine: Al is being explored for its use in genomic medicine,
contributing to personalized treatments.®

e Operational Efficiency and Cost Reduction:

o Al canimprove laboratory efficiency and automate administrative tasks.
Gleneagles Kuala Lumpur has adopted Robotic Process Automation (RPA) to
streamline finance operations and hospital bill payments.®

o Predictive maintenance for medical equipment, enabled by Al, can reduce
downtime and ensure uninterrupted patient care.%?

o Early and precise Al-driven diagnostics can reduce the need for prolonged
treatments and advanced-stage interventions, leading to significant cost
savings.”!

e Improved Patient Experience and Access:

o Al-powered chatbots and virtual assistants can handle appointment bookings,
answer patient queries, and provide medication reminders.%2

o Telemedicine facilitated by Al can enable remote diagnostics, improving access
to quality healthcare for rural and underserved populations.®’

o Al can help predict disease outbreaks by analyzing demographic, lifestyle, and
environmental data, allowing for early intervention and resource allocation, as
seen in predicting dengue fever hotspots.5?

e Public Health Initiatives: Pilot projects are underway in several Malaysian hospitals
(Cyberjaya, Kajang, Putrajaya) to test and refine Al-based technologies, supported by
the National Institutes of Health.*'

By improving diagnostic capabilities, optimizing resource management, and personalizing
patient care, Al is making the Malaysian healthcare sector more efficient, accessible, and
effective.

4.3. Finance and Professional Services

The financial services industry in Malaysia is rapidly adopting Al to enhance customer service,
automate processes, improve risk assessment, and drive innovation.® Professional services
firms (legal, accounting, consulting) are also beginning to leverage Al for efficiency and value
creation.



e Banking and Financial Services:

@)

Customer Service: Al-powered chatbots and virtual assistants provide 24/7
support, handle routine inquiries, and offer multilingual assistance, improving
customer satisfaction and reducing operational costs.*’

Personalized Services and Robo-Advisory: Al-driven banking apps offer
tailored investment advice, and automated platforms use Al to optimize
portfolios.*” Maybank's MAE app uses Al for money insights and planning, and its
Al-supported discretionary portfolio mandate provides hyper-customized asset
management.®

Fraud Detection and Risk Assessment: Al algorithms can detect suspicious
transactions in real-time and enhance risk assessment.*’ Standard Chartered's
SWOOSH solution uses AI/ML to automate client onboarding and KYC processes,
improving accuracy and reducing turnaround times.3°

Operational Efficiency: Banks like CIMB, Bank Muamalat, and AmBank are
pursuing Al implementation in HR, administration, and data analytics.® Silverlake
Group's CatgWorkz, powered by Microsoft Azure, automates up to 80% of
routine tasks for financial institutions.?®

Islamic Finance: Al can improve Shariah-compliant investment screenings and
risk assessments. Wahed Invest and Maybank Asset Management utilize Al for
Shariah-compliant solutions.*

e Professional Services (Consulting, Legal, Accounting):

o

Consulting: Firms like EY and ABeam Consulting are offering Al strategy and
implementation services, helping clients leverage Al for insights, performance
improvement, automation, and enhanced experiences.* EY.ai is a platform
combining experience with technology to build confidence and create value.® Al
is used for tasks like real-time risk monitoring in Third-Party Risk Management
(TPRM), analyzing data feeds, and automating due diligence.%®

Accounting and Legal: While specific Malaysian case studies are less detailed in
the provided material, the trend towards Al adoption for tasks like data analysis,
document review, compliance, and fraud detection is global and applicable.
Deloitte's report indicates Malaysian companies face challenges in Al
implementation, including insufficient understanding and skill gaps, but also
recognizes Al's potential for productivity.% The use of Al for automating manual
processes like data collection and initial risk assessments is an early use case.%®

The integration of Al in finance and professional services is enhancing efficiency, enabling
data-driven decision-making, and allowing firms to offer more sophisticated and
personalized services, thereby boosting their competitiveness.

4.4. Agriculture



Al is transforming Malaysia's agricultural sector by promoting precision agriculture,
enhancing crop resilience, optimizing resource use, and improving productivity, particularly in
key areas like paddy cultivation and palm oil plantations.®

e Precision Agriculture and Resource Optimization:

o Generative Al can analyze data from sensors and weather forecasts to determine
precise water and nutrient needs for crops, reducing waste, lowering costs, and
minimizing environmental impact.¢'

o Al-powered drones, satellite imaging, and sensors enable high-precision
monitoring of crops for early detection of diseases, nutrient deficiencies, or water
stress.®® AquaTerra sensors, for example, measure soil moisture and temperature
to optimize irrigation and nutrient application.®®

e Crop Yield and Resilience:

o The Smart Sawah Berskala Besar (Smart SBB) program, using drones and Al, has
significantly increased paddy yields. In Sekinchan, Selangor, average yields
increased from 2.5 tonnes per hectare to over 8-12 tonnes per hectare.®

o Gen Al can analyze genetic data to identify traits for drought or pest resistance,
enabling the development of hardier crop varieties.®'

o Al-powered tools provide real-time insights into crop health and soil conditions,
enabling proactive measures to prevent crop loss.®' Bitwise Agronomy's
GreenView uses Al for crop analysis in vineyards and berry farms, achieving 90%
better accuracy in yield forecasting.®®

e Pest and Disease Control: Al image recognition and machine learning can identify
pests and diseases early, allowing for targeted treatments and reducing pesticide
use.®® Smart spraying systems can apply pesticides only where needed.®®

e Automation and Labor Efficiency: Al-driven automation can handle repetitive tasks
like planting, weeding, and harvesting, addressing labor shortages and reducing
costs.®’ Malaysia's Al roadmap includes developing autonomous robots for palm oil
harvesting.®

e Livestock Management: Al-powered facial recognition, biometric tracking, and
wearable sensors are used to monitor livestock health, behavior, and location, enabling
early detection of illness and optimized feeding strategies (e.g., Ceres Tag, ProTag).®®
InFarm has developed an autonomous camera system using machine vision and Al to
monitor cows.®°

Al adoption in agriculture is crucial for enhancing food security, promoting sustainable
farming practices, and improving the economic viability of farming in Malaysia.

4.5. Other Sectors (Public Services, Tourism, Logistics, SMEs)

Al's transformative impact extends to other vital sectors in Malaysia:
e Public Services:



@)

The government is leveraging Al to streamline operations, enhance citizen
engagement, and improve service delivery.” The "Al at Work 2.0" initiative, a
collaboration between the Ministry of Digital and Google Cloud, aims to equip up
to 445,000 public officers with generative Al tools, with pilot programs showing
average time savings of 3.25 hours per week per officer and 91% reporting
enhanced work quality.™

AIFA (Artificial Intelligence Fact-Checking Assistant), an Al chatbot, was
introduced to combat misinformation on WhatsApp and sebenarnya.my,
supporting multiple languages.®

Smart city initiatives in Kuala Lumpur, which has risen in the Smart City Index,
include 5G-enabled autonomous buses in Putrajaya and the upcoming Next
Generation Emergency Services 999 (NG999) system using data analytics and Al
for efficient emergency responses.® Smart technology is projected to reduce
crime by 30-40% and emergency response times by 20-35%.°

e Tourism:

@)
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Al is being explored to personalize services, automate operations, and enhance
marketing strategies in the tourism sector.®? Al can analyze customer data to
provide tailored recommendations, improve resource allocation, and understand
market trends.®?

The Malaysia Tourism Promotion Board, in partnership with Wipro and NVIDIA, is
conducting workshops to explore practical applications of Al, particularly
Generative Al, in transforming the tourism sector.®3

e Logistics and Supply Chain:

@)

Al is streamlining logistics processes, reducing manual labor dependency, and
improving speed and precision.>° Pos Malaysia modernized its Estimated Time of
Arrival (ETA) prediction system using AWS Al/ML, resulting in a 37% improvement
in ETA accuracy and a 70% boost in operational efficiency.?’

Al applications in supply chain management include knowledge capture,
preventative risk management by analyzing geopolitical events and market
fluctuations, inventory optimization through demand pattern analysis, ethical
supplier selection based on ESG criteria, and enhanced supplier relationship
management.®*

¢ Small and Medium Enterprises (SMEs):

o

Al offers SMEs tools to optimize operations, cut costs, and boost productivity.®
Applications include Al chatbots for customer support, Al analytics for customer
insights, Al-driven marketing campaigns, and Al for supply chain and inventory
optimization.53

Al can automate repetitive administrative tasks, allowing SME employees to focus
on higher-value activities.®® Government initiatives and agencies like MDEC offer



training, grants, and advisory services to support Al adoption among SMEs.%°
o Despite the benefits, SMEs face challenges like perceived high costs, lack of Al

skills, and resistance to change.®®
Across these diverse sectors, Al is not just an incremental improvement but a fundamental
enabler of new capabilities and efficiencies. The widespread adoption of Al is critical for
Malaysia to maintain and enhance its overall economic competitiveness in an increasingly
digital global landscape. The examples show that while adoption is varied, the potential for
transformation is immense.

5. Streamlining Office Automation with Al

Al is significantly reshaping office environments by automating routine tasks, enhancing
productivity, and enabling more strategic work. In Malaysia, businesses are increasingly
adopting Al-powered tools to streamline various office functions, from customer service to
back-office operations.

5.1. Al in Customer Service Automation

Al is revolutionizing customer service by providing faster, more efficient, and personalized
support.

e Al-Powered Chatbots and Virtual Assistants: These tools handle a large volume of
customer inquiries instantly, operate 24/7, and can resolve up to 80% of routine
guestions without human intervention.>* They are used in e-commerce for order
tracking and returns, and in financial services for account inquiries and fraud alerts.>*
Malaysian SMEs are leveraging Al chatbots to automate responses and provide real-
time support, reducing wait times and operational costs by up to 30%.%

e Automated Ticketing Systems: These systems log, categorize, and route customer
queries to the appropriate teams, reducing resolution times by 25-35% and ensuring
Service Level Agreement (SLA) compliance.®

e Interactive Voice Response (IVR) Systems: Al-enhanced IVR systems allow
customers to navigate support options via voice or keypad, automating phone-based
services in sectors like airlines and utilities, and can resolve a significant portion of
queries without agent intervention.>*

e Sentiment Analysis and Personalized Responses: Agentic Al can monitor customer
tone and language to assess mood, escalating frustrated customers or adjusting
automated responses accordingly.>® Al can also draft timely and relevant responses to
customer reviews.>®

e Knowledge Base Management: Al can maintain and improve knowledge bases by
identifying content gaps, updating information, and surfacing relevant articles during
live interactions, empowering both customers through self-service and agents with
quick answers.>® Talkdesk Copilot is an example of Al-powered assistance for agents.*®



The adoption of these Al tools in Malaysia, as seen with companies like QI Group leveraging
Microsoft Cloud for automated security and operational workflows %, and financial
institutions using Al for customer interaction ¢, leads to improved customer satisfaction,
increased agent efficiency, and better resource allocation.

5.2. Al for Administrative and Back-Office Automation

Al is streamlining administrative and back-office processes, which are often repetitive and
time-consuming, allowing employees to focus on more strategic tasks.

e Robotic Process Automation (RPA): RPA is widely used in the financial sector in
Malaysia for back-office functions like data capture, financial auditing, transaction
processing, and report generation.®® KVC Industrial Supplies automated its procure-to-
pay process using IBM's RPA.¢ Banks are automating repetitive tasks at all levels to
lower operational costs and improve service turnaround times.%®

e Document Processing and Data Extraction: Al, particularly solutions combining
Optical Character Recognition (OCR) with machine learning, can process structured
and unstructured data from various documents like invoices, contracts, and KYC forms.
Standard Chartered's SWOOSH solution, for example, uses deep learning Al models to
extract information from customers' KYC documents with high accuracy, automating
client onboarding.*°

e HR and Administrative Processes: Companies like CIMB Malaysia and Bank Muamalat
are pursuing Al implementation in HR and administrative processes.® Al can assist with
tasks like scheduling, data entry, and initial resume screening.

e Project Management: Al tools are becoming integrated into project lifecycles for
predictive analytics, intelligent automation, resource allocation, and automating routine
tasks, elevating expectations for project managers to blend traditional competencies
with technological fluency.®?

e Streamlining Repetitive Tasks in SMEs: Malaysian SMEs can use Al to automate
repetitive tasks in operations and efficiency, such as inventory control and supply chain
management, reducing costs and improving overall efficiency.®®

The automation of these back-office functions, as demonstrated by financial institutions and
other businesses in Malaysia, leads to significant efficiency gains, reduced error rates, and
cost savings. For example, Silverlake Group's CatgWorkz aims to automate up to 80% of
routine tasks in financial institutions.?®

5.3. Al-Powered Tools for Enhanced Productivity

Beyond direct automation, Al provides tools that augment human capabilities, leading to
enhanced productivity and better decision-making in the office.
e Generative Al for Content Creation and Communication: Public officers in Malaysia
using Google Workspace with Gemini (under the Al at Work 2.0 initiative) are leveraging
GenAl for tasks like drafting policy papers and written communications, saving an



average of 3.25 hours per week and improving work quality.™ GenAl tools like Omneky
use machine learning to generate and test ad creatives for marketing campaigns.®

e Data Analysis and Insights: Al tools like Google Analytics and HubSpot help SMEs
analyze customer behavior for better decision-making.>®* Amazon QuickSight
dashboards, used by Pos Malaysia, provide real-time visualization of KPIs for logistics
teams.?? ABeam Consulting offers Al-driven data analytics advisory services to help
clients with data-driven management.*

¢ Intelligent Agents and Workforce Capacity Expansion: A Microsoft Work Trend
Index indicates that 86% of leaders in Malaysia plan to expand their workforce capacity
with intelligent Al-driven agents within 18 months. These agents can handle both
mundane and complex tasks, freeing up users' time.?®

e Alin Professional Services: Consulting firms are using Al for tasks like knowledge
management (e.g., ABeam's Generative Al-enabled knowledge management
enhancement support service) %, risk assessment, and due diligence.*® EY's Al
consulting services help organizations integrate robotic, intelligent, and autonomous
capabilities to transform operations.*’

e Cybersecurity: Al is used to augment threat detection capabilities and strengthen
security posture through techniques like anomaly detection and Natural Language
Processing (NLP).

The adoption of these Al tools is creating a more intelligent and efficient office environment.
While 92% of people surveyed in an IDC study use Al for productivity 2°, there is a need for
continuous learning and adaptation. The Malaysian government's initiative to equip public
servants with GenAl tools ™® and corporate efforts to upskill employees ?° are crucial steps in
ensuring that the workforce can effectively leverage these productivity-enhancing
technologies. The overarching trend is a shift towards Al-operated but human-led systems,
blending machine intelligence with human judgment.?

6. Challenges and Considerations in Malaysia's Al
Journey

Despite the significant strides Malaysia is making in Al development and adoption, the nation
faces several challenges that need strategic mitigation. These include bridging the Al talent
gap, fostering public trust, ensuring robust data governance, and addressing infrastructure
limitations and concerns about Al sovereignty.

6.1. Talent Development and Skill Gaps

A critical factor for successful Al adoption is the availability of a skilled workforce. While
Malaysia has a strong base of science and engineering graduates, ranking first in this sub-
indicator of the Global Innovation Index 8, a significant gap exists between the demand for



specialized Al professionals and the current supply.

Quantitative and Qualitative Gaps: The Malaysia Digital Economy Corporation
(MDEC) estimated in 2024 that the demand for data scientists and Al specialists
outstrips supply by a staggering 60%.7° This points to a qualitative mismatch: while

there's a high output of general STEM graduates, there's a pressing need for

specialized, industry-ready Al skills. This shortage is exacerbated by curricula in
educational institutions sometimes lacking specialized focus on Al and data analytics,
and the phenomenon of "brain drain" where skilled professionals seek better
opportunities abroad.” Furthermore, 81% of Malaysian companies report struggling to
hire Al talent.*’

Government and Private Sector Initiatives: To address this, Malaysia has launched
several ambitious talent development programs.

o The National Al framework aims to create over 500,000 high-value digital jobs
by 2030.4

o Budget 2025 allocates RM200 million for upskilling initiatives focused on digital
literacy and Al expertise.*

o The Al Talent Roadmap 2024-2033 ° and the establishment of Malaysia's first Al
faculty at Universiti Teknologi Malaysia (UTM) ° are key steps.

o The MyMahir National Al Council for Industry (MyMahir-NAICI), a joint
initiative by TalentCorp and NAIO, was launched in May 2025 to coordinate Al
talent development, pilot adoption strategies, and align skills with industry needs
across government, industry, academia, and training providers.? It aims to
address the finding from its Impact Study that approximately 620,000 jobs (18%
of formal sector roles) could be significantly affected by Al in the next 3-5 years,
while 60 new roles are emerging.?°

o The Al for Malaysia's Future (AIForMYFuture) initiative, a partnership between
Microsoft and NAIO, aims to equip 800,000 Malaysians with Al skills by the end
of 2025.2

o The Al Sandbox Programme targets training 13,000 Al talents by 2026."

o The Al at Work 2.0 initiative by the Ministry of Digital and Google Cloud is
training up to 445,000 public officers in generative Al tools.™

o The government plans to train 50,000 students in Al and related fields by 2025
through the MyMahir platform and is reforming Technical and Vocational
Education and Training (TVET) programs.?

Addressing Al Workforce Anxiety: There is palpable anxiety among the Malaysian
workforce about Al potentially replacing jobs.*® The government is actively managing
this narrative by emphasizing Al as an “enabler" and highlighting the importance of
continuous learning and skill shifts rather than outright job replacement.*® This
communication strategy, coupled with large-scale reskilling initiatives, is designed to



build public trust and encourage adaptation.
The success of these talent development initiatives is paramount. Closing the skills gap

requires not only increasing the quantity of Al professionals but also ensuring their skills align

with industry demands and that lifelong learning becomes embedded in the workforce

culture.

6.2. Overcoming Other Adoption Barriers

Beyond talent, several other factors can impede widespread and effective Al adoption.
e Data Governance and Infrastructure:

@)

Effective Al relies on high-quality, accessible data. However, 81% of Malaysian
companies cite fragmented data systems and data silos as major obstacles to Al
adoption.*” There's a recognized need to build a robust data foundation.®’
The Data Sharing Act 2025 aims to address this in the public sector by
establishing a framework for secure and regulated data exchange between
federal government departments, overseen by the National Data Sharing
Committee.* This Act includes stringent safeguards for personal data.*
While Malaysia is investing heavily in data centers and cloud infrastructure ',
restricted access to high-performance computing (HPC) resources was
previously noted as a limitation." New HPC initiatives, such as Monash
University's Dell-powered HPC ** and the ASEAN-Korea HPC project 3, aim to
mitigate this.

e Public Trust and Ethical Concerns:

o

Public trust is crucial for Al adoption. Concerns exist regarding Al complexity,
potential biases, ethical implications of Al decision-making, and opaque data
handling practices.’ Incidents of data breaches involving Al-powered tools
globally have heightened these concerns.™

NAIO's focus on ethical Al, the AIGE Guidelines & and public engagement
initiatives are designed to build this trust.™ The AIGE guidelines emphasize
fairness, transparency, accountability, and data privacy.’

Nearly 40% of Malaysian organizations surveyed lack a system for employees to
raise Al-related concerns, increasing risks.%’

e Al Sovereignty:

o

o

There's an emerging concern about Malaysia's dependence on foreign
technology for core Al frameworks (e.g., AWS, Google Cloud).* This reliance
presents long-term strategic considerations regarding data control, national
security, and economic autonomy.

The government is taking initial steps to address this by developing its own Large

Language Model (LLM) to reduce reliance on foreign data and systems.*

The landmark US$250 million deal with Arm Holdings to acquire chip design plans



for local GPU manufacturing is a significant move towards building domestic
hardware capabilities and transforming Malaysia from an Al consumer to a
producer.*

e Organizational Resistance and SME Challenges:

o Organizational resistance to change and difficulties in navigating regulatory
frameworks are also barriers.”

o For SMEs, specific challenges include the perception of high Al implementation
costs, a lack of in-house Al skills, and general resistance to adopting new
technologies.®® Only 13% of Malaysian SMEs have adopted Al.*® Government
initiatives aim to support SMEs through grants, training, and awareness
campaigns.®®

Successfully navigating these multifaceted challenges is essential. While technical
infrastructure and talent are necessary, they are not sufficient. Fostering an environment of
trust through transparent governance, ethical safeguards, and addressing organizational and
societal concerns is equally critical for Malaysia to fully realize its Al potential. The nascent
steps towards Al sovereignty also indicate a strategic, long-term vision for self-reliance and
innovation.

7. Measuring Success: Key Metrics and Future
Outlook

Evaluating the progress and impact of Malaysia's ambitious Al strategy requires a robust
framework of Key Performance Indicators (KPIs) and a clear vision of the projected benefits.
While the development of comprehensive national KPIs is an ongoing process, several targets
and expected outcomes offer insights into how success will be measured.

7.1. Identifying Key Performance Indicators (KPIs) for National Al
Strategy

The National Al Office (NAIO) is tasked with developing specific KPIs and impact assessments
to measure the success of Al transformation in Malaysia.™ The earlier National Al Roadmap
(Al-Rmap 2021-2025) aimed broadly to exploit Al's potential for economic growth and
competitiveness ", and the forthcoming Al Technology Action Plan 2026-2030 is also
expected to include measurable goals.™
While a definitive, officially adopted set of granular national-level KPIs for the overall Al
strategy is not yet comprehensively detailed, several areas and existing targets provide an
indication:
e Economic Contribution: A primary high-level target is Al contributing US$115 billion to
Malaysia's GDP by 2030.3
e Job Creation: The national Al framework is expected to create over 500,000 high-
value digital jobs by 2030.4 Specific projects, like Microsoft's cloud region, also have



job creation targets (37,575 jobs by 2028).
e Talent Development:
o The Al Talent Roadmap 2024-2030 serves as a guiding document.®
o The Al Sandbox Programme aims to train 13,000 Al talents by 2026.7
o The AlForMYFuture initiative targets skilling 800,000 Malaysians by end-2025.3
o Training 50,000 students in Al via MyMahir by 2025.%3
e Ecosystem Growth:
o The Al Sandbox Programme aims to establish 900 Al companies by 2026."
o Growth in the number of Al solution providers (currently 140 generating >RM1
billion revenue).®

e Al Adoption Rates: Tracking the percentage of companies, especially SMEs, adopting
Al technologies. Currently, only 13% of SMEs have adopted Al.*¢ The Al Readiness Index
(AIRI) integrated into the MyMahir.my platform will help companies assess their
preparedness and identify gaps, potentially providing data for this KPI.2°

e R&D and Innovation Output: Metrics could include the number of Al-related patents
filed, research publications, and successful commercialization of Al R&D projects. The
target of creating 10 local chip companies with significant revenue from the Arm
Holdings deal is a specific innovation output goal.*

e Ethical Al Implementation: The AIGE guidelines suggest organizations develop a
performance measurement index that includes metrics for ethics and responsible Al."
Adherence to the Al Code of Ethics (once developed by NAIO) could also be a measure.

e Public Service Improvement: Measuring efficiency gains, cost savings, and citizen
satisfaction from Al adoption in public services. The Al@Work 2.0 initiative reported
government officers saving an average of 3.25 hours per week.™

The Al Implementation Monitoring Unit (Al-IMU), established under the MyMahir-NAICI
initiative, will track milestones, oversee delivery, and report on progress specifically for talent
development efforts.?° The development and rigorous monitoring of a comprehensive suite of
KPIs by NAIO will be crucial for steering the national Al strategy effectively and ensuring
accountability. The focus on quantifiable targets within specific programs like the Al Sandbox
and talent initiatives provides a solid foundation for these broader metrics.

7.2. Projected Economic and Social Benefits

The successful implementation of Malaysia's Al strategy is anticipated to yield substantial
economic and social benefits.
e Economic Growth and Diversification:
o The headline projection is Al contributing US$115 billion to Malaysia's GDP by
20302
o Microsoft's new cloud region and its ecosystem are projected to help generate
about US$10.9 billion in new revenues by 2028



o The Al market itself is expected to grow to US$3.59 billion by 2030.4

o Development of a local Al chip industry, with a target of 10 local chip companies
each earning up to US$2 billion annually.*

e Job Creation and Workforce Transformation:

o The national Al framework is aiming to create over 500,000 high-value digital
jobs by 2030.4

o Microsoft's cloud region and associated activities are expected to add 37,575
jobs (including 5,700 skilled IT jobs) by 2028

o Google Cloud's partnership is projected to create 26,500 jobs by 2030.°

o These projections highlight the potential for significant employment growth.
However, realizing these net gains will depend on successfully reskilling and
upskilling the existing workforce to transition from roles impacted by Al into these
new, Al-driven positions. The focus of initiatives like MyMahir-NAICI on managing
this transition is therefore critical.2®

e Innovation and Entrepreneurship:

o The Al Sandbox Programme's goal of establishing 900 Al companies by 2026
indicates a strong push for a vibrant startup ecosystem.’

o The overarching goal is to transform Malaysia from primarily a consumer of Al
technologies into a producer of Al innovations 3, fostering indigenous
technological development.

e Enhanced Public Services and Societal Well-being:

o Alis expected to lead to more efficient and citizen-centric public services, as
demonstrated by the time savings in the Al@Work 2.0 pilot.!

o In healthcare, Al promises improved diagnostic accuracy, reduced treatment
costs, and better access to care, especially in underserved areas.’

o NAIO's vision includes ensuring that Al benefits all segments of society, from
helping fishermen and farmers to enabling proactive management of natural
disasters, thereby improving overall quality of life.2

o The emphasis on ethical Al and robust governance aims to ensure these benefits
are realized responsibly and inclusively.?

The future outlook for Al in Malaysia is optimistic, underpinned by strong government
commitment, increasing private sector investment, and a strategic focus on talent and
infrastructure. The nation's ability to translate these ambitious projections into reality will
depend on sustained effort, adaptive policymaking, and effective collaboration across all
sectors of the economy and society.

8. Conclusion

Malaysia is charting an ambitious course to establish itself as a significant force in the
Artificial Intelligence landscape, both regionally and globally. The nation's strategy is



multifaceted, integrating substantial government backing, burgeoning private sector
investment, and a dedicated push in research and development. The projected economic
impact, with Al potentially adding US$115 billion to the GDP and creating hundreds of
thousands of high-value jobs by 2030, underscores the transformative potential of this
technological wave.?

The establishment of the National Al Office (NAIO) and the continuation of national Al
roadmaps signal a cohesive and long-term vision. Significant investments in digital
infrastructure, particularly data centers and 5G connectivity, are laying the essential
groundwork for Al deployment.! Furthermore, initiatives like the Al Sandbox Programme,
substantial R&D grants, and targeted tax incentives are designed to cultivate a vibrant
ecosystem of Al innovation and adoption.*

Al's application is already enhancing the competitiveness of key Malaysian industries. In
manufacturing, Industry 4.0 principles are being actualized through smart factories and Al-
driven automation, leading to increased efficiency and quality.® The healthcare sector is
witnessing Al-driven improvements in diagnostic accuracy and operational efficiency,
promising better patient outcomes and accessibility.>! Financial services are leveraging Al for
enhanced customer experiences, robust fraud detection, and streamlined operations.®
Agriculture, too, is benefiting from precision farming techniques and improved crop resilience
powered by Al.® Concurrently, Al is streamlining office automation processes through
intelligent customer service solutions, administrative task automation, and productivity-
enhancing tools, freeing human capital for more strategic endeavors.?

However, the journey is not without its challenges. Bridging the significant Al talent gap
remains a paramount concern, necessitating a concerted effort in specialized education and
upskilling programs like MyMahir-NAICI and AlForMYFuture.? Building and maintaining public
trust through robust data governance, transparent ethical guidelines (such as AIGE), and
addressing anxieties about job displacement are crucial for widespread societal acceptance
and adoption.? Furthermore, while infrastructure development is progressing, ensuring
equitable access and addressing long-term concerns of Al sovereignty, such as developing
local chip design capabilities and LLMs, will be vital for sustainable growth.*

The success of Malaysia's Al transformation will be contingent on the rigorous tracking of
clearly defined Key Performance Indicators, moving beyond broad economic targets to
granular metrics on talent development, ecosystem growth, Al adoption rates across sectors
(especially SMEs), innovation outputs, and the tangible impact on public services and societal
well-being.

In conclusion, Malaysia has laid a strong foundation and demonstrated clear intent to harness
Al for national advancement. The synergistic efforts of the government, private sector, and
academia are crucial. Continued strategic investment, adaptive policymaking that balances
innovation with ethical considerations, and a relentless focus on human capital development
will determine Malaysia's ability to not only enhance its industrial competitiveness and
streamline automation but also to realize its vision of becoming an Al-driven nation that



benefits all segments of its society.
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