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WHAT YOU WILL TAKE FROM THIS

01 Adoption without governance transfers risk from vendors to your board.
02 Data provenance and human-in-the-loop are the two controls that matter first.
03 Ethics is not a slide: it shows up as policy, training and audit trail.

Artificial Intelligence (Al) is rapidly transforming industries across the
globe, offering unprecedented opportunities for innovation and
efficiency. However, with great power comes great responsibility. For
small to medium-sized enterprises (SMEs), the adoption of Al must be
balanced with careful governance to mitigate risks and uphold ethical
standards. This blog post delves into the use of Al in business, ethical
considerations, associated risks, and how to implement effective
governance to harness Al responsibly.

The Rise of Al in SMEs

In recent years, Al has become a game-changer for SMEs, empowering them with
smart tech solutions that were once exclusive to larger corporations. From automating
customer service with chatbots to leveraging data analytics for strategic
decision-making, Al applications are diverse and impactful.

Examples of Al usage in SMEs include:

®  Customer Relationship Management (CRM): Al-driven CRM systems help streamline
interactions, predict customer needs, and enhance overall satisfaction.

®  Supply Chain Management: Machine learning algorithms optimise inventory levels, forecast

demand, and improve delivery efficiency.

®  Human Resources: Al assists in recruitment by screening resumes, conducting initial
interviews, and identifying the best talent.

B Marketing: Personalised marketing campaigns driven by Al increase engagement and

conversion rates by targeting the right audience with tailored messages.
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The Risks of Using External Al Platforms

While the benefits of Al are clear, reliance on external Al platforms carries inherent risks
that SMEs must carefully navigate:

®  Data Privacy: Handing over sensitive business and customer data to third-party Al providers
can expose SMEs to data breaches and privacy violations. With the global cost of cybercrime
projected to reach $10.5 trillion by 2025, growing at a rate of 15% annually, ensuring robust
cybersecurity measures is more critical than ever.

B Bias and Fairness: Al algorithms can inadvertently perpetuate biases, leading to unfair
treatment of customers or employees.

B Black Box Problem: Proprietary Al models may lack transparency, making it challenging for
businesses to understand how decisions are made.

B Compliance: SMEs must ensure their Al usage complies with relevant regulations and industry
standards to avoid legal repercussions. As cybercrime continues to rise, compliance paired
with strong security protocols is essential to safeguarding operations and avoiding costly
penalties.

Ethical Considerations in Al

Ethical Al is about more than just compliance; it's about doing the right thing. Here are
key ethical considerations for SMEs:

B Transparency: Ensure that Al systems are transparent and explainable. Stakeholders should
understand how Al decisions are made and be able to contest them if necessary.

B  Accountability: Establish clear lines of accountability for Al outcomes. Make sure someone in
your organisation is responsible for monitoring and addressing Al-related issues.

®  Privacy: Prioritise the privacy of individuals whose data is used by Al systems. Implement
robust data protection measures and obtain explicit consent where applicable.

B Fairness: Actively work to eliminate biases in Al algorithms. Conduct regular audits to ensure
fair and equitable treatment for all stakeholders.

To dive deeper, check out these nine steps to implementing ethics in Al to guide

organisations toward responsible and fair Al use.
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Implementing AI Governance

Implementing effective governance is crucial for SMEs to innovate securely and

responsibly. As Al continues to evolve, its impact on daily life becomes increasingly

evident. A recent Ipsos survey revealed that 50% of individuals report feeling nervous

about Al products and services, a significant increase from 2022. These findings

highlight the growing need for businesses to address Al governance thoughtfully and

proactively.

Here are five actionable steps to achieve this:

Develop an Al Governance Framework: Create a comprehensive framework that outlines
policies, procedures, and guidelines for Al usage within your organisation.

Appoint an Al Governance Committee: Form a committee comprising cross-functional team
members to oversee Al initiatives and ensure adherence to ethical standards.

Conduct Regular Audits: Periodically review Al systems to identify and rectify biases,
inaccuracies, and potential risks.

Train Employees: Provide training for staff to understand Al technologies, their benefits, and
associated risks. Foster a culture of ethical Al usage within the organisation.

Engage with Stakeholders: Involve stakeholders in the development and implementation of Al
governance policies. Maintain open communication to address concerns and gather
feedback.

By taking these steps, SMEs can manage the risks associated with Al

while leveraging its transformative potential to drive innovation

responsibly.

Conclusion

As Al continues to revolutionise the business landscape, SMEs have a unique

opportunity to harness these technologies for growth and innovation. However, this

requires careful attention to ethical considerations and the implementation of good

governance. By navigating the future with ethical Al, SMEs can build trust with their

stakeholders, enhance their competitive edge, and drive long-term success.

At Numata, we understand the challenges of adopting Al responsibly while balancing

innovation with ethical standards. That's why we're here to guide you with solutions

that are ethical, secure, and forward-thinking. Contact us today to learn how we can

help you integrate Al responsibly, minimise risks, and uphold the standards that drive
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sustainable success.

ABOUT NUMATA

Numata is a business technology services and solutions provider for small and
mid-sized enterprises. We align technology to business outcomes across IT
strategy, cyber, data, operations, modern work and Al, delivered through
NumataOne™, our strategy enablement framework.

Speak to the team: numata.co/contact
Read this online:

numata.co/our-thinking/article/navigating-ai-in-business-ethical-considerations-risks-and-governance-for-smes
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