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Industry Brief: 

Digital Transformation in Southeast Asia 

Executive Summary 

The digital economy in Southeast Asia (SEA) is undergoing a pivotal shift from rapid 
user acquisition to sustainable, profit-driven growth. As of early 2026, the region’s 
digital economy is valued at approximately USD 300 billion in Gross Merchandise 
Value (GMV), driven by a surge in video commerce, artificial intelligence (AI) 
integration, and the expansion of digital financial services (Bain & Company, 2025). 
However, significant hurdles remain, including a persistent digital divide between 
urban and rural areas, a critical shortage of tech-specialized talent, and rising 
cybersecurity threats. To maintain momentum, industry stakeholders must 
prioritize "vertical" AI solutions, enhance cross-border data interoperability, and 
invest in hyper-local infrastructure. 

 
 
 
Introduction 

Digital transformation in SEA refers to the strategic integration of digital 
technologies—such as cloud computing, AI, and the Internet of Things (IoT)—into 
business models to enhance operational efficiency and customer value (ADB, 2025). 
This transformation is a cornerstone of the ASEAN Digital Masterplan 2025, which 
aims to turn the region into a leading digital community. 

Key Drivers: 

• AI and Automation: Projected to contribute USD 1 trillion to ASEAN’s GDP by 
2030 (Grow Asia, 2025). 

• Video Commerce: Now accounts for roughly 25% of e-commerce GMV, 
leveraging social media to drive low-friction sales (Bain & Company, 2025). 

• Infrastructure Investment: Global tech giants like Google have committed 
billions to build "Cloud Regions" in countries like Malaysia and Thailand, 
providing the backbone for localized data processing (Mordor Intelligence, 
2025). 

 
Challenges 
Despite the robust growth, the "digital decade" faces structural and operational 
bottlenecks that threaten to widen the economic gap between Member States. 

http://www.orradata.com/


 

www.orradata.com    2 

Challenge Impact on Industry Underlying Causes 
ConnecKvity Gap 40% of the popula[on 

s[ll lacks stable internet 
access. 

High costs of laying fiber-op[c 
cables in archipelagic and rural 
terrains (Grow Asia, 2025). 

Talent Scarcity Over 50% of SMEs 
struggle with digital 
adop[on. 

Mismatch between tradi[onal 
educa[on systems and the rapid 
evolu[on of AI/Cloud skills (ADB, 
2025). 

Cybersecurity Cybercrime costs ASEAN 
economies an es[mated 
USD 171 billion annually. 

Low digital literacy among 
employees and fragmented 
regional security standards 
(Posi[ve Technologies, 2025). 

Regulatory 
FragmentaKon 

High opera[onal costs for 
cross-border expansion. 

Varying data privacy laws (e.g., 
Singapore’s PDPA vs. Indonesia’s 
cybersecurity laws) (Tech 
Collec[ve, 2025). 

 
SoluKons and RecommendaKons 
To navigate these complexities, businesses and policymakers should adopt a multi-
layered approach centered on "Inclusion-by-Design." 

• Implement Vertical AI Solutions: Rather than adopting generic tools, 
businesses should utilize specialized AI diagnostics or logistics platforms tuned 
to local conditions, such as tropical disease data for healthcare or archipelagic 
shipping routes (Tech Collective, 2025). 

• Adopt Edge Computing: To overcome rural connectivity issues, manufacturers 
should deploy edge devices that process data locally, reducing reliance on 
centralized cloud servers and minimizing latency (Mordor Intelligence, 2025). 

• Leverage Digital Public Infrastructure (DPI): Stakeholders should support 
initiatives like cross-border QR interoperability, which is already active across 
10 ASEAN nations, to streamline regional trade (Bain & Company, 2025). 

• Public-Private Upskilling: Large enterprises should partner with governments 
on programs similar to Indonesia’s Kartu Prakerja, which uses cloud-based 
training to reach millions of workers (ASEAN, 2025). 

 
Outlook 
The outlook for 2026 and beyond suggests a move toward "Trust-based 
Collaboration." As the ASEAN Digital Economy Framework Agreement (DEFA) 
progresses, the region’s digital economy could scale to USD 1 trillion by 2030 (Asian 
Insiders, 2025). 
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Key Trends to Watch: 

1. Smarter Supply Chains: Integration of AI-driven risk mapping to navigate 
global volatility. 

2. Specialized Ecosystems: A shift from "one-size-fits-all" software to industry-
grade platforms in fintech and health-tech (Tech Collective, 2025). 

3. Sustainable Digitalization: Data centers will increasingly adopt liquid cooling 
and renewable energy to meet regional ESG targets (ADB, 2025). 
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