
AI Competition in Southeast Asia: Can Malaysia’s ASEAN Chairmanship Make a Difference? 1

Asia Dialogue Commentary

April 2025

AI Competition in Southeast 
Asia: Can Malaysia’s ASEAN 
Chairmanship Make a 
Difference?
Elina Noor

AI for me, maybe for thee 
In the final days of the Biden administration, the US Department of Commerce’s Bureau of Industry 
and Security released a Framework for Artificial Intelligence Diffusion that split the world into three 
categories of recipients of US advanced AI technology: traditional allies and trusted partners, over 
100 countries comprising most of the world, and countries of concern or those already under 
US arms embargos. This regulatory regime would ostensibly allow the United States to carry on 
exporting advanced AI models and the means to produce them to “responsible”, global AI markets 
while restricting access to adversaries. Most of the member states of the Association of Southeast 
Asian Nations (ASEAN) would fall within the second tier of countries with much of the rest of the 
world. This would mean continued access to advanced US AI technology, including integrated circuits 
and model parameters, subject to a predetermined cap by Washington. 

The AI diffusion framework is reinforced by a string of other comparable US policies that have 
sought to entrench US dominance through tech, sometimes with other government and private 
sector partners but always with an America First undertow. The framework is also only one piece of 
the larger, US-China tech competition tit-for-tat dynamic that could result in a tumultuous journey 
of digital transformation on which Southeast Asian countries have anchored much of their growth 
and developmental agendas. Washington’s and Beijing’s retaliatory measures against each other’s 
tech infrastructure, equipment, services, components, platforms, critical minerals, and companies 
have unsurprisingly made their way across all forms of data-driven backbone technologies from 
submarine communication cables and 5G to now, AI.

Recalibrating for agency
Southeast Asian countries have largely managed to roll with the punches, seeking to leverage and 
capitalise on great power competition as much as they have tried to avert being collateral damage of 
it. When Washington passed the CHIPS and Science Act in 2022, Malaysia, which accounts for about 
13 percent of global assembly, packaging, and testing of semiconductor chips, positioned itself as the 
preferred backend location for front-end expansion of water fabrication plants in the United States. 

https://www.federalregister.gov/documents/2025/01/15/2025-00636/framework-for-artificial-intelligence-diffusion
https://www.bis.gov/press-release/biden-harris-administration-announces-regulatory-framework-responsible-diffusion-advanced-artificial
https://www.whitehouse.gov/presidential-actions/2025/02/defending-american-companies-and-innovators-from-overseas-extortion-and-unfair-fines-and-penalties/
https://www.penguinrandomhouse.com/books/760945/the-technological-republic-by-alexander-c-karp-and-nicholas-w-zamiska/
https://openai.com/global-affairs/openai-proposals-for-the-us-ai-action-plan/
https://www.reuters.com/investigates/special-report/us-china-tech-subcom/
https://carnegieendowment.org/research/2024/12/southeast-asia-undersea-subsea-cables?lang=en
https://www.reuters.com/graphics/USA-CHINA/HUAWEI-TIMELINE/zgvomxwlgvd/
https://finance.yahoo.com/news/us-pushed-dutch-maker-chip-232945382.html?guccounter=1
https://www.supremecourt.gov/opinions/24pdf/24-656_ca7d.pdf
http://english.scio.gov.cn/pressroom/2025-03/04/content_117745095.html
https://www.cnbc.com/2025/03/26/us-blacklists-50-chinese-companies-in-bid-to-curb-beijings-ai-chip-capabilities.html
https://www.mida.gov.my/mida-news/us-chips-act-wont-hurt-malaysian-semiconductor-sector/
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Malaysia also benefited from other economies’ Plus One strategies (when businesses add or diversify 
their operations to other locations beyond a primary base) such as China’s and Taiwan’s as they 
sought to minimise their risk exposure to the US-China tech fallout. 

Similarly, Vietnam, because of its geographical proximity to China and low labour costs, has drawn 
additional investment commitment from the likes of Apple, which has been in the country for over 
a decade, as well as from Samsung, which has been present in Vietnam for twice as long and is now 
the country’s largest foreign direct investor. 

Countries are also striking out on their own to buffer against geopolitical headwinds impacting their 
AI priorities. In its first round of investments, Indonesia’s new, controversial sovereign wealth fund, 
Daya Anagata Nusantara (Danantara) Indonesia, will plunge USD20 billion into more than 20 projects 
involving, among others, AI development and metals processing to scale both the digital and green 
economies.  

Malaysia recently entered into a 10-year, USD250 million agreement with SoftBank Group’s Arm 
Holdings for the latter to provide chip design, technology licenses and know-how. This is a “radical” 
move, according to Malaysia’s economy minister, Rafizi Ramli, by Putrajaya to propel the country’s 
position up the semiconductor value chain from the back-end to the front-end, particularly in 
designing and producing AI chips. This decision also aligns with Google’s and Microsoft’s large 
investments in the data centre and cloud services sector in the region, which would be more 
efficiently serviced by the availability of advanced AI chips in Malaysia in the long run. 

Despite these moves at diversification, the region risks unexpected shocks to its substantial, long-
term investments by disruptions in the AI space, itself. The launch of DeepSeek’s V3 large language 
model in January 2025 challenged assumptions about the level of computing resources and relatedly, 
costs required to deliver high performance AI capabilities. In Southeast Asia, this less-is-more model 
fundamentally calls into question the rationale for an ever-growing number of data centres to 
process increasingly large models, especially given these centres’ resource-intensive demands and 
operations in a climate vulnerable region. In the face of DeepSeek-like disruptions, governments may 
still remain confident about their data centre investment strategies and cost comparative advantage 
that will enable AI developers to scale faster (even using DeepSeek’s foundational model). 

However, the larger question is whether this expansive strategy remains viable against both the 
climate realities of a warming region as well as the profoundly extractive nature of AI systems that 
depends on an insatiable supply of often scraped – arguably, stolen – data, invisible labour, and 
natural resources such as energy and water to power and cool data centres?  

(Re)Imagining a people-centred, people-oriented AI 
ASEAN could, in fact, consider a different approach to AI if it allows itself to strategize beyond the 
strictures of the global supply chain and obsession with growth figures. Malaysia’s chairmanship 
theme of “Inclusivity and Sustainability” offers a timely opportunity to deliberate on the goals of AI 
optimisation in the regional context and to substantively and practicably reframe the raison d’être 
for AI deployment throughout the region.

A different approach by ASEAN stakeholders could start with boldly questioning the twin premises 
of inclusivity and sustainability. To be included assumes there is an existing framework or agenda, 
to begin with, for integration or assimilation to take place. What does that dominant structure look 

https://www.benarnews.org/english/news/malaysian/chip-investment-05282024153014.html
https://en.baochinhphu.vn/prime-minister-hosts-apple-chief-executive-tim-cook-111240416160340049.htm
https://www.vietnam.vn/en/nha-dau-tu-nuoc-ngoai-lon-nhat-viet-nam-cung-viet-nam-vuon-minh
https://en.tempo.co/read/1979242/new-indonesia-sovereign-wealth-fund-danantara-to-invest-20bn-in-projects
https://finance.yahoo.com/news/softbank-arm-play-key-role-010828132.html
https://www.bloomberg.com/news/videos/2024-10-20/malaysia-minister-on-current-growth-target-video
https://malaysia.googleblog.com/2024/05/advancing-malaysia-together.html
https://news.microsoft.com/apac/2024/05/02/microsoft-announces-us2-2-billion-investment-to-fuel-malaysias-cloud-and-ai-transformation/
https://news.microsoft.com/apac/2024/04/30/microsoft-announces-us1-7-billion-investment-to-advance-indonesias-cloud-and-ai-ambitions/
https://interestingengineering.com/innovation/everything-about-deepseek-explained
https://www.wired.com/story/true-cost-generative-ai-data-centers-energy/
https://www.lawfaremedia.org/article/ai-data-centers-threaten-global-water-security
https://www.apn-gcr.org/bulletin/article/climate-change-scenarios-over-southeast-asia/
https://theedgemalaysia.com/node/743230
https://www.scmp.com/tech/tech-trends/article/3299043/deepseek-lowers-cost-ai-adoption-businesses-across-southeast-asia-experts
https://press.uchicago.edu/ucp/books/book/chicago/D/bo216184200.html
https://arxiv.org/abs/2401.06178
https://www.cjr.org/tow_center/qa-uncovering-the-labor-exploitation-that-powers-ai.php
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like and what does the process of being folded into it require? Are both the structure and process 
necessarily positive and if not, what costs are implied? As African scholars, Angella Ndaka and Geci 
Karuri-Sebina, ask: “Whose technologies are being produced anyway?” 

Similarly, with sustainability, what context should this be understood in – environmental, financial, 
operational? What happens if these interests are incongruent with each other, as is sometimes the 
case with AI, such as when the short-term goals of drawing data centre investments bump up against 
the longer-term ecological and public health impacts of such centres? 

The global majority has many good practices on inclusivity and sustainability that ASEAN could 
benefit from in designing, developing and deploying AI. The Brazilian notion of “popular engineering” 
that focuses on co-constructing technical solutions with the supported group’s knowledge, values, 
and worldviews is the applied principle of treating AI or any other technology as a socio-technical 
endeavour. 

Similarly, the Colombian example of participatory design is insightful: a technical team that initially 
planned to automate a specific type of traditional embroidery – calado – eventually pivoted to 
allow the artisans to try new patterns on a tangible user interface before they embroidered on 
fabric. This reconfiguration occurred when the technical team realised, in working with the caladora 
embroiderers at the project design phase, that the artisans would be devalued and replaced by 
automation had the team followed the original plan. 

Indigenous communities, despite being core environmental stewards, are marginalised everywhere 
including in Southeast Asia. As they look to participate more actively in the digital spaces that have 
been thrust unto them, they could draw inspiration from indigenous data governance movements 
advanced by the Māori, native Hawaiians, and First Nation developers in North America.  

Just as African scholars are incorporating the relational ethos of ubuntu and Latin Americans, buen 
vivir, into discussions on AI development and governance, ASEAN, too could lean into its commitment 
to a people-centred, people-oriented approach in pursuing data-driven technologies. This should be 
the region’s unique guiding principle for its AI policies and masterplans, and one that translates into 
the design, development, deployment, and retirement of AI systems in the region. 

Technical solutions to address Southeast Asia’s problems are useless without conceiving the social 
relations, constructs, and context for which they are built. The data that trains AI systems are, 
ultimately, accumulated reflections of social interactions and experiences. To return to Malaysia’s 
“inclusivity and sustainability” theme, it is, therefore, the technical or technological solutions that 
should be folded into ASEAN’s commitment to its people and community rather than shoehorning 
society into technological trends and developments. Malaysia should consider shepherding this 
people-centred, people-oriented approach to AI in its chairmanship year. 
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https://www.dailymaverick.co.za/article/2024-04-22-whose-agenda-is-being-served-by-the-dynamics-surrounding-ai-african-data-extraction/
https://computing.mit.edu/news/the-staggering-ecological-impacts-of-computation-and-the-cloud/
https://arxiv.org/abs/2412.06288
https://www.tandfonline.com/doi/full/10.1080/03043797.2021.1878346
https://www.researchgate.net/publication/374283590_Governing_Artificial_Intelligence_Through_a_Sociotechnical_Lens?enrichId=rgreq-9bdb112d99528b46d320190c58c0b55a-XXX&enrichSource=Y292ZXJQYWdlOzM3NDI4MzU5MDtBUzoxMTQzMTI4MTE5NTUxNDg4MkAxNjk2NDEzNDk1ODA3&el=1_x_3&_esc=publicationCoverPdf
https://www.researchgate.net/publication/299859544_Embroidering_engineering_a_case_of_embodied_learning_and_design_of_a_tangible_user_interface
https://link.springer.com/content/pdf/10.1007/s13347-021-00489-w.pdf
https://www.wired.com/story/maori-language-tech/
https://hilo.hawaii.edu/chancellor/stories/2025/02/26/hawaiian-language-college-turns-to-ai/
https://mila.quebec/en/ai4humanity/applied-projects/first-languages-ai-reality
https://perma.cc/Q5ZL-TTD8
https://www.tandfonline.com/doi/epdf/10.1080/00220388.2022.2043281?needAccess=true
https://www.tandfonline.com/doi/epdf/10.1080/00220388.2022.2043281?needAccess=true
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