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Singapore’s SMEs are turning Al adoption int@ge

Singapore’s small and medium enterprises (SMEs) are
the heart of its economy. From neighbourhood cafes
and multi-generational family businesses, to design
studios and tech start-ups, they bring real character
and energy to the city. Over the years, they’ve

found ways to adapt whenever change has been
needed. Today, they’re navigating rising costs, talent
shortages and growing compliance demands. And

for many, our survey tells us, Al is now helping them
make the most of their people, time and resources.

This shift is happening at a national level too.
Singapore has made Al a priority through its National
Al Strategy 2.0, and Budget 2026 doubled down on
its ambition to be a global Al hub. That goal can’t be
achieved without SMEs, which make up 99% of all
commercial entities in Singapore.

At Xero, our mission is to make life better for people
in small businesses,and the communities they serve.
That’s why we wanted to understand how Singapore’s
SMEs are experiencing Al: what’s working, what’s not,
and what they need next. So we surveyed more than
1,000 business owners and decision-makers across
Singapore.

What we found tells a story of real momentum, but
also room to grow. More than nine in 10 SMEs are
already using Al, and most say it’s paying off. But

many are still working out how to get the most from it.

Our hope is that this report gives business owners,
policymakers and industry partners a clearer picture
of how SMEs are using Al, and what it will take to
help them turn it into lasting competitive advantage.
At Xero, we’re committed to walking alongside
Singapore’s SMEs at every stage of that journey.

It’s no longer about adoption. It’s about what
happens next.

Koren Wines,
Managing Director, Xero APAC




STATE OF Al'IN SMALL BUSINESS 2026 - SINGAPORE

PAGE 3

Chapter 1: Al works harder when
it’s built into everyday workflows

For many of Singapore’s small businesses, Al is now
a natural part of how they run, not just another
technology to manage. Adoption has moved well
beyond experimentation into integration, with 94%
of those polled already using it in their business.
Increasingly, it’s become part of their everyday
workflows. 40% use Al as a standard part of day-
to-day operations, while 30% deploy it for specific
projects and just 29% use Al on an ad-hoc basis.

How regularly Singapore’s SMEs deploy Al tools in
daily operations

Standard, routine Frequent use,
. part of day-to-day . depending on
operations the project

Ad-hoc,
case-by-case basis

Q: Which of the following best describes how regularly your business
uses Al tools or features?

The most significant shift, however, is in how Al is
being used. Rather than treating it as a separate tool,
52% of SMEs are embedding Al directly into their
existing software stack. By comparison, only 42% are
still relying on standalone generative Al tools.

How Singapore’s SMEs are integrating Al into their
tech stack

29%
Embedded directly into existing software workflows

42%

Standalone generative Al tools
23%
Mix of embedded and standalone tools

0

Unsure or non-users

Q: Which of the following best describes how your business currently
uses Al?

Moreover, as Singapore’s small businesses grow
more comfortable with Al, they’re also giving it more
autonomy. More than seven in 10 SMEs (71%) now
trust Al to complete tasks independently, though
human users still remain largely responsible for the
final outcome, with 39% reviewing and approving all
outputs.

Ultimately, using Al has given SMEs real results. More
than eight in 10 (83%) say it has provided clearer
visibility into their business data and helped them
make faster decisions. A similar number (86%) say Al
has made their business more agile and competitive.
This mirrors findings by Singapore’s Ministry of
Manpower (MOM) noting that firms using Al reported
gains in worker productivity, decision quality and
innovation capability.



https://stats.mom.gov.sg/iMAS_PdfLibrary/mrsd-Adoption-of-Artificial-Intelligence-Adoption-Among-Firms.pdf
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Degree of human oversight and Al task autonomy

39%

Al completes tasks, but a human reviews and approves
output before finalisation

32%

Al acts autonomously end-to-end on routine tasks,
with humans only involved during exceptions

28%

Al provides suggestions/drafts with humans making key
decisions and task execution

™

Al not used in workflows

Q: Which best describes how much your Al does on its own today?

As technology advances, more software providers
are adding Al to the tools small businesses use
every day, from cloud accounting to inventory and
customer management. That means businesses can
turn the data they already have into useful insights
and spend less time on routine tasks. For those with
lean teams, the payoff can be significant.

Sustained government investment has compounded
this momentum, including an over S$1 billion
commitment to Al research and development.
Initiatives like the National Al Strategy 2.0 and the
Al Trailblazers programme also provide practical
support for businesses moving from exploration

to implementation. The results of this support are
evident: 86% of SMEs that ran Al pilots in the past

year successfully converted at least half of them into

regular use.
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Trialled Al pilots converted into regular
production use

All trialled Al tools Most trialled Al tools

are now in regular use are now in regular use
About half converted Less than a quarter

into regular use converted into regular use

None

Q: Thinking about the Al tools or pilots your business has trialled in the
past 12 months, roughly what proportion are now in regular, day-to-day
production use?



https://www.edb.gov.sg/en/news-and-insights/singapore-to-invest-s1-billion-over-five-years-to-boost-ai-public-research
https://www.edb.gov.sg/en/news-and-insights/singapore-to-invest-s1-billion-over-five-years-to-boost-ai-public-research
https://www.smartnation.gov.sg/initiatives/national-ai-strategy/
https://www.edb.gov.sg/en/news-and-insights/ai-trailblazers-how-gsk-ethlas-and-ai-palette-are-using-ai-in-singapore
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Chapter 2: The real dividend from Al is

capacity for growth

With rising costs, talent shortages and growing
compliance demands putting pressure on small
businesses, every hour counts. Al can do more
than help businesses work smarter; it can also

give valuable time back. For Singapore’s small
businesses, whose teams are lean and owners are
juggling competing demands, taking repetitive
administrative tasks off their plates creates more
room to focus on what matters and invest that time
in growing the business.

Channelling time saved towards
strategic growth

Small businesses in Singapore can spend a
substantial amount of time managing low-value
administrative tasks. Over three-quarters (76%) of
leadership and finance teams report losing anywhere
between three to 10 or more hours each week

on routine tasks such as chasing late payments,
conducting bank reconciliations and manual data
entry.

Hours lost per week to financial admin tasks

53%

22%
19%

Morethan 6to10 3to5 1to 2 None
10 hours hours hours hours

Q: How many hours per week do you estimate that your business
leadership or finance staff are losing to financial administrative
tasks (e.g., chasing payments, bank reconciliation, manual entry)?

The real benefit of freeing up those hours isn’t only
about doing the same work in less time, but about
what businesses can do with the time they get back.

For many SME owners, those hours back don’t just
mean cost savings, but investing in the future.
Almost half (46%) of business owners would invest
the time savings into business growth strategies and
expanding into new markets. Others would focus

on developing new products and services (38%),
financial planning and cash flow modelling (34%),
and upskilling existing staff for higher-value roles
(33%).

Areas where SMEs will reinvest reclaimed hours

46%
Business growth strategies & market expansion
38%
Product & service innovation

G -

Financial planning & cash flow modelling
33%
Upskilling existing staff for higher value roles
3%
No specific area
Q: If Al tools could successfully reclaim 3 to 5 hours of administrative

work per week for your leadership or finance staff, where would that
time be redirected?
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Chapter 3: Al is only as good as

its foundations

Al is clearly being embraced, used and trusted
by Singapore’s SMEs. But getting the most out
of it depends on more than just the underlying
technology.

Al needs the right foundations to work well, from
reliable data and connected systems to people with
the skills and confidence to use it. Without these
foundations in place, even the most capable Al tools
can struggle to deliver meaningful results.

Context matters for quality Al
output

Al needs context to produce useful insights. That
means having clean, reliable and connected data that
gives a clear picture of how the business operates.

Despite high enthusiasm, many Singapore SMEs still
have work to do on their data and systems. Only 18%
are very confident their current systems provide
sufficient context for Al to make reliable operational
decisions. Confidence is also noticeably lower among
businesses using standalone Al tools compared to
those using embedded Al, underscoring the value of
integrated systems when it comes to scaling Al use.

Confidence that current software provides
sufficient data context for Al

18%
Very confident
40%
Somewhat confident

15%

Neutral

Slightly or not confident

Q: How confident are you that your current software systems provide
enough complete context (e.g.,data history, clean ledgers, system
connections) for Al to output reliable operational decisions?

The lack of quality data was also among the leading
reasons for Al pilots falling short of expectations.
Among trialled Al pilots that didn’t make it into
regular use, 31% cited data readiness as a stumbling
block, alongside unclear business value (34%),

high costs (31%) and a lack of confidence in output
accuracy (30%).

Top reasons why Al pilots fail to reach regular
production

34%

Business value or benefits were unclear

31%

Data was not ready or suitable

31%

Cost was too high

30%

Lack of confidence in output accuracy or reliability
29%

Lack of internal staff or resources to manage Al

21%

Difficulty integrating Al tools

Q: What were the main reasons why some or all of the Al tools you
trialled did not progress into regular use?
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Overcoming operational and skill
bottlenecks

When evaluating general barriers preventing
businesses from expanding Al adoption, operational
and resource constraints dominate. Businesses also
need the right people, systems and processes to put
Al to work.

For Singapore SMEs, cost is the biggest hurdle; 38%
cited implementation and subscription costs as a
barrier to expanding Al use, followed closely by a lack
of skilled staff to manage Al (36%). Strict regulatory
or compliance requirements are another challenge for
30%, while 29% struggle with a lack of clear internal
governance policies. Furthermore, incompatible
legacy tech stacks (27%) and disorganised internal
data (26%) also prevent businesses from advancing
further in their Al journey.

PAGE 7
Biggest operational hurdles to adopting or
expanding Al
38%
Cost of implementation or subscription
36%

Lack of staff skills to manage Al

30%
Strict regulatory or compliance requirements

29%

Lack of clear internal governance policy
27%
Incompatible legacy tech stack

26%

Disorganised or unclean internal data

Q: What are the biggest barriers preventing your business from
adopting or expanding its use of Al?
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Chapter 4: Building an Al-ready business

Al can do a lot for a small business, but capturing Status of internal Al usage guardrails and policies
true competitive advantage requires more than

switching on a new tool. This means creating the

right environment for Al to do its job well, with clear 24%
guardrails, responsible use policies and people who

have the skills and curiosity to work alongside it.

For Singapore’ SMEs, the next step in the Al journey
is becoming less about what Al can do and more
about creating the right conditions for it to work well.

Good governance helps Al go further

Singapore’s next stage of Al growth will be centred

around safe and responsible use of the technology. 67%
Businesses need to think carefully about where

human oversight fits in as Al moves from simple

administrative tasks towards more active roles, Clearly documented Al usage . No official rules and teams use

making decisions and taking action. framework in place Al at their own discretion
Local SMEs are echoing the calls for Al safety Clearly developing internal . Not sure

outlined at the 2026 National Day Rally, with

many prioritising formal governance. Among SMEs Q: Does your organisation have a formal governance framework,

clear rules, or usage guardrails governing how employees leverage

H 0,
currently using Al, 67% already have a documented Al tools?

Al usage framework in place, while another 24%

are actively drafting internal guidelines. Together,
this suggests that the vast majority of local SMEs
recognise the importance of clear governance
guardrails. Policy formalisation is highest especially
in regulated sectors like Financial & Insurance
Services and Accounting.

Al is changing roles, not replacing
them

Contrary to longstanding concerns that Al
automation would lead to fewer jobs and shrinking
headcount, Singapore SMEs have instead taken a
human-centric approach that aligns with national
efforts towards responsible tech integration.

Rather than replacing workers, businesses are
expanding roles and upskilling employees to work
alongside Al. Existing employees with added Al
responsibilities are the most common owners of
Al (41%), suggesting many SMEs are choosing to
build Al capabilities within their existing teams.

In contrast, just 28% view Al primarily as a way to
replace headcount.



https://www.gov.sg/ndr2026/technology/
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Responsibility for driving and managing Al within
the business

41%

28%

Existing employee who added External vendor,
Al-related skills to their role consultant or agency

Dedicated new hire or

internal tech specialist No one specific / Ad-hoc

Q: Who mainly drives and runs Al in your business?

Long term management strategy toward Al
workforce integration

41%

Augment human capability to free up time for strategic work

29%

Experimental ad-hoc tool with no broad impact

Direct replacement for headcount to lower costs
2%
Don’t view Al as a practical tool for the business

Q: Which statement best describes your management team’s long-
term philosophy on Al adoption?

This aligns with data from the Ministry of Manpower
(MOM), which found no evidence of widespread

job displacement due to Al: less than a tenth of
local firms reported reducing their headcount after
adopting Al, while the majority reported redesigning
roles and creating new Al-related jobs. According

to MOM, these findings suggest that Al is currently
having a greater impact on how work is done than on
broad-based job displacement.
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Holding vendors to high privacy
standards

As Al becomes more deeply embedded in everyday
business operations, trust will become just as
important as what the technology can actually do.
For SMEs, that makes privacy and transparency
more than just technical considerations, but part of
choosing the right vendors and tools.

Nine in 10 (90%) Singapore SMEs rate vendor
data privacy and Al usage policies as critical and
important factors when selecting their Al providers.

For 36%, that means only partnering with vendors
offering explicit guarantees on data usage and
access, including reassurance that customer data
won’t be used to train external Al models. Another
54% will look for vendors that offer clear ways to
opt-out.

Data privacy expectations when selecting Al
software providers

36%

Critical - Partner only with vendors that guarantee data
isn’t used for model training

54%

Important - Prefer vendors offering clear opt-out
mechanisms

® =
Minor - Prioritise tool usefulness over data policies
1%
Not a consideration
Q: When selecting a software provider, how important are their data

privacy and Al usage policies (e.g. ensuring your data isn’t used to
train external Al models)?


https://www.mom.gov.sg/newsroom/press-releases/2026/0430-adoption-of-ai-among-firms
https://www.mom.gov.sg/newsroom/press-releases/2026/0430-adoption-of-ai-among-firms
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Chapter 5: Th
Singapore SMEs

Looking ahead, Singapore SMEs
remain optimistic and willing to
invest in Al.

More than eight in 10 (82%) say the return on their Al
investments over the past year has met or exceeded
expectations, while just 14% say returns have fallen
short. This mirrors data from Singapore’s Infocomm
Media Development Authority (IMDA) showing that
local SMEs adopting Al-enabled solutions through the
Productivity Solutions Grant (PSG) yielded average
cost savings of 52% in 2024. Those adopting Al
cybersecurity tools registered even higher average
cost savings of 71%.

Al return on investment over past 12 months

Too early to tell /

Below expectations Haven’t evaluated

Met expectations ' Exceeded expectations

Negative returns

Q: Thinking about the Al tools you’ve adopted in the last 12 months,
has the return on investment (time or money saved vs. cost) met your
expectations?

oad ahe
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for

Over the next 12 months, 69% of SMEs plan to
increase their total investment in Al tools and
software. Separately 44% remain open to investing
in more advanced Al once operational ROl is
demonstrated, while 21% are already actively
investing. For 22%, clearer software pricing models is
the missing piece.

Expected change in Al and software spending over
next 12 months

50%

19%

5% 13%

Moderate Significant  Stay Decrease Unsure
increase increase the same

Q: How do you expect your business’s total spending on Al tools and
software to change over the next year?



https://www.imda.gov.sg/resources/press-releases-factsheets-and-speeches/press-releases/2025/singapore-digital-economy
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Current mindset toward investing in advanced Al
capabilities

Open to allocating budget once clear operational
ROl is proven

Interested, but waiting for clearer software pricing

Already actively investing

. 10%

Interested, but waiting for existing Al to improve
3%

Not willing to invest in the foreseeable future

Q: Which statement best reflects your organisation’s current mindset
toward investing in advanced Al capabilities or agents?

Capitalising on national support and
grant ecosystems

Singapore’s support ecosystem can help turn Al
interest into action for SMEs. In its Budget 2026
announcement, the government doubled down

on strengthening Singapore’s position as a global

Al hub, positioning the technology as a strategic
advantage for local businesses. This builds on the
robust national support ecosystem of grants, digital
initiatives and support programmes, giving SMEs the
help required as they adopt Al.

The survey findings showed that many SMEs are
already making use of that support; almost two-thirds
(63%) are actively leveraging Singapore government
grants to fund technology deployment and/or
workforce upskilling, while an additional 31% are
aware of available grants but have yet to apply.
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SME engagement with available digital and Al
grants

Actively leveraging grants Aware of grants but
for tech deployment . .
and/or upskilling have not applied yet

Unaware of available grants

Q: Are you aware of or currently leveraging Singapore government
grants (e.g., Budget 2026 initiatives, IMDA frameworks) to support
your digital or Al transitions?

That support can help businesses overcome some

of the practical hurdles that come with adopting

new technology. Through national grant schemes,
government-backed digital initiatives and mentorship
programmes that connect businesses with
experienced technology partners, SMEs can access
funding, tools and guidance designed to help them
take the next step with greater confidence.


https://www.singaporebudget.gov.sg/highlights/harnessing-ai-as-a-strategic-advantage
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Securing the Al advantage

Singapore’s SMEs have proven once again that their greatest strength
lies in their agility and readiness to embrace change.

The findings in this report show that most have
moved beyond experimenting with Al, with many
now embedding it into the tools and workflows they
use every day. They’re seeing the benefits too, from
greater visibility and faster decision-making to time
saved on routine work. The next challenge is turning
that momentum into lasting value by building the
right foundations around Al.

But capturing true competitive advantage requires
SMEs to move away from fragmented, standalone
tools toward connected, reputable platforms
powered by clean data and enterprise grade security
safeguards. It also means combining robust data
foundations with human-in-the-loop governance and
giving employees the skills and confidence to work
alongside Al.

Combined with the support available through
government grants and programmes, these
foundations can help SMEs reduce administrative
work, make better use of their people and create more
capacity for growth.

To evolve Al adoption into lasting business value,
small businesses should consider four core actions:

1 Prioritise integrated
® software workflows

Move away from disconnected point solutions toward
core business software ecosystems with built-in,
embedded Al capabilities.

2 Audit and strengthen data
@ readiness

Connect and organise data across the business, from
financial and operational information to customer
data, so Al has context to deliver more useful insights
and reliable outputs.

Formalise internal usage guardrails to manage
operational risk, while ensuring human judgement
remains core to important decisions.

4 Capitalise on available
@ government support

Tap into pre-approved digital transformation grants to
offset adoption and workforce training costs, as well
as mentorship programmes for guidance on technical
deployment.
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Xero: a strategic partner
for Singapore’s SMEs

To navigate this journey smoothly, having
the right technology partner is essential.

Xero is here to support Singapore’s small and medium business
community every step of the way. More than just accounting
software, Xero’s cloud-based platform provides the connected
data foundation, built-in Al capabilities, and enterprise-grade
security safeguards SMEs need to eliminate administrative drag,
gain real-time visibility, and turn baseline digital adoption into a
lasting competitive advantage.
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Appendix

The information and commentary in this report is only
a guide and should not be taken as taxation, financial
or legal advice. We recommend you check with an
independent expert that what you’re doing is right for
you and your business.

Notes to editors
« Answers may not total 100% due to rounding

» Survey options may have been edited for
readability

« Past year refers to the past 12 months at the time
of survey fieldwork

Methodology

This report is based on research commissioned

by Xero and conducted by Pureprofile. The data

was collected through an online survey of 1,018
independently recruited business owners and

senior decision-makers from small to medium-sized
businesses (fewer than 200 employees and annual
revenue of not more than S$100 million) in Singapore.
The survey included 32 questions and was carried out
between 29 July and 5 August 2026.

Percentages have been rounded to the nearest whole
number for presentation purposes and may not sum
to exactly 100%.

About Pureprofile

Pureprofile is a global data and insights organisation
providing industry-leading online research solutions

to agencies, marketers, researchers and brands and
businesses. Founded in 2000 and based in Surry Hills,
Australia, they operate in North America, Europe and
APAC and have delivered solutions for over 850 clients.

Xero



