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Chapter 1: Ready Set Grow 

How this EmpowerAI course works

Welcome to this flexible and self-paced module on Artificial Intelligence! While we’ve provided a suggested 
learning path to guide you, it is possible to explore the content and activities at your own pace and in the way that 
best suits you. 
For those seeking formal recognition, a certificate of completion is available. To earn it, complete the learning 
activities of the module and successfully pass the final assessment quiz. This assessment will cover the key learning 
outcomes you’ll achieve, which align with important DigComp and EntreComp competency areas.

Learning outcomes
•	 Understand the basic concepts of AI and identify its potential applications in your business.
•	 Recognize the benefits and opportunities, as well as the threats, of using AI tools at work.
•	 Identify risks, ethical, and legal implications of AI-powered platforms.
•	 Select appropriate measures for data security, data protection, and information management.

DigComp
•	 Information and Data Literacy
•	 Safety
•	 Problem Solving

Entrecomp
•	 Ideas and opportunities

Module Outline
Unit 1
1.1	 Unlocking the Power of AI
1.2	 AI - From Early Dreams to Today’s Reality
1.3	 Demystifying AI: What’s the Buzz Really About?
1.4	 Practical Applications for Entrepreneurs
1.5	 Types of AI Tools for Business Enhancement

	
Unit 2
2.1		  AI is Powerful, but is it Always Fair?
2.2		  Ethical Use of AI
2.3		  Ethical AI Statements and Checklists
2.4		  AI Legal Compliance
2.5		  Responsibility and Data Protection
2.6		  Data Security and Information Management
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Unit 3
3.1 	 AI Awesomeness and Threats
3.2 	 Misconceptions and Fears when It Comes to AI
3.3 	 Risks of Missing the Wave

Final Assessment
4.1 		  Get your certification!
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Unit 1 -  Introduction to AI

1.1. Unlocking the Power of AI

Have you ever wished for an extra pair of hands, someone who could handle the tedious tasks while you focus on the 
big picture? Imagine having an assistant who’s always on, never complains, and is lightning-fast with data analysis. 
That’s the promise of AI. But let’s be honest, the term ‘AI’ can feel a bit abstract, even intimidating. What comes to 
mind when you hear ‘AI’?
Think of it less like a sci-fi robot and more like a powerful tool, a partner in your business. This AI assistant, as we’ll 
call it, can answer questions faster than lightning, predict trends with surprising accuracy, and even manage your 
schedule down to the minute. It’s like having a superhero in your corner, but it’s crucial to remember: you’re still the 
one calling the shots.
Now, let’s talk about marketing. We all know how challenging it is to keep up with the ever-changing landscape. 
Imagine having an expert who’s always up-to-date, analyzing customer data to understand their behaviors and 
preferences, allowing you to create personalized campaigns that truly resonate. That’s the power of AI at work.
But it’s not just about marketing. Think about the time you spend managing social media, responding to comments, 
scheduling posts, and optimizing ads. AI can handle all of that, freeing you to focus on building relationships with 
your customers and growing your business. 
So, where do we go from here? We’ll explore how to integrate AI into your workflow, streamline processes, and 
support data-driven decisions. But remember, AI is a tool, not a replacement for your expertise and judgment. It’s 
about empowering you to achieve your goals with confidence.

1.2. AI - From Early Dreams to Today’s Reality

The story of Artificial Intelligence is a fascinating one, a journey of discovery spanning decades, marked by significant 
milestones and contributions from pioneering scientists. It’s not just about algorithms and code; it’s about the 
human desire to understand and replicate intelligence. We’ll discuss some key moments in this evolution, not just to 
understand where AI came from, but to gain insight into where it’s headed.
Let’s take a step back and explore how we got here. The idea of AI isn’t something brand new. It’s been brewing 
for decades, a seed planted in the early 20th century. But it wasn’t until the 1940s that we really started to see 
the foundation laid. Think about Alan Turing, the brilliant mathematician and logician. He envisioned a ‘universal 
machine,’ a concept that paved the way for the algorithms we use today. And during World War II, his work on code-
breaking at Bletchley Park showed us the incredible potential of machines to tackle complex tasks. 
Now, fast forward to 1956. Imagine a group of brilliant minds gathered at Dartmouth College, John McCarthy, 
Marvin Minsky, Nathaniel Rochester, and Claude Shannon. They coined the term ‘artificial intelligence,’ and that 
conference marked the official birth of AI as a field of study. 
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The 1960s were a time of excitement and experimentation. We saw the development of early AI programs, like 
ELIZA, one of the first chatbots. It was a bit like teaching a computer to mimic human conversation. And then there 
was the General Problem Solver, a significant step towards developing problem-solving capabilities. 
The 1970s and 80s were a bit of a ‘winter’ for AI. Funding dried up, and progress seemed to stall. But even in the face 
of setbacks, there were pioneers who kept the flame alive. And then, in the 1980s, we saw a resurgence, a renewed 
interest in AI, especially with the development of expert systems. These were designed to mimic the decision-
making abilities of human experts. It was like giving computers a taste of human reasoning.
The late 1990s and early 2000s brought some truly remarkable achievements. Remember when IBM’s Deep Blue 
defeated chess champion Garry Kasparov? It was a watershed moment, showing the world the potential of AI in 
complex tasks. And with the rise of machine learning and the availability of large datasets, AI research really took off.
The 2010s saw the rise of deep learning, a powerful technique that allows machines to learn from vast amounts 
of data. Google’s DeepMind developed AlphaGo, which defeated Go champion Lee Sedol. It was another moment 
that captured the world’s attention. And then, in 2017, we saw the introduction of the transformer architecture, 
revolutionizing natural language processing. Models like GPT-3 and BERT allowed AI to understand and generate 
human language in ways we never thought possible.
And that brings us to today. AI is no longer just a concept or a research project. It’s everywhere: in our daily lives, and 
from healthcare and finance to transportation and entertainment. Tools like ChatGPT, Claude, Gemini and image 
generators like Midjourney, DALL-E, Imagen, have made AI accessible to everyone. It’s an exciting time, but it’s also 
a time for us to be thoughtful about the ethical implications and responsible use of this powerful technology.

1.3. Demystifying AI: What’s the Buzz Really About?

You’ve probably heard a lot about AI lately, especially tools like ChatGPT. It seems like everyone’s talking about 
it. But let’s cut through the hype and get down to the basics. What exactly is AI, and how does it actually work? 
Let’s start by thinking of AI as a field of computer science focused on creating systems that can perform tasks that 
normally require human intelligence. Think about understanding language, recognizing images, making decisions, 
and solving problems. It’s about making computers smarter, in a way.
The term ‘AI’ covers a lot of ground. It’s a broad field, encompassing various technologies and applications. We’re 
talking about machine learning, computer vision, robotics, and natural language processing. But let’s focus on one 
specific area that’s getting a lot of attention: Large Language Models, or LLMs.
LLMs, like ChatGPT, Claude and Gemini are specialized AI models designed to understand and generate human 
language. They’re trained on massive amounts of text data, allowing them to perform language-related tasks like 
text generation, summarization, and translation. Think of them as language experts, but with a twist. While other 
AI fields tackle a wider range of tasks, LLMs focus specifically on understanding and producing human-like text. 
To give you a clearer picture, let’s look at some areas within AI: Natural Language Processing, Computer Vision and 
Robotics.

Natural Language Processing (NLP)
This is the technology that allows computers to understand and generate human language. It’s used in chatbots, 
translation tools, and more.
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Computer Vision
This enables computers to understand and interpret visual information from images and videos. Think facial 
recognition, self-driving cars, and medical image analysis.

Robotics
This combines AI with mechanics to create autonomous robots, capable of performing tasks like picking and 
packing goods, exploring dangerous environments, and assisting humans.
Now, let’s talk about real-world applications. Did you know that AI has already achieved remarkable success in 
various areas of our lives? For example:
•	 AI is used for diagnostics and personalized treatment plans, helping doctors make more accurate and informed 

decisions.
•	 AI helps with fraud detection, analyzing market trends, and automating trading, making financial processes 

more efficient and secure.
•	 AI powers self-driving cars and optimizes traffic management, aiming to make our roads safer and more efficient.
•	 AI-powered chatbots and virtual assistants handle customer inquiries and provide 24/7 support, improving 

customer experience and reducing workload for businesses.
It’s important to remember that AI is often working behind the scenes, invisibly. It’s a special kind of software, i.e., 
computer programs, found on websites, mobile phones, apps and other computer systems. Let’s take the mobile 
phone as an example. When you take out your phone to unlock it, it scans your face with the camera and recognizes 
it as you using AI. When you want to take a photo with your mobile phone, it uses AI to figure out what you want to 
take to make the best picture, and when you search through all your old photos on your mobile phone, it uses AI to 
figure out what each picture is. When you get an email, AI technology figures out if it’s spam or not. When you talk 
to your mobile phone’s voice assistant, AI figures out what you’re saying.
We’ve all had funny moments trying to give instructions to our phones, only to have them misunderstand us. This 
happens because AI systems need training to improve their accuracy and understanding. Over time, with more data 
and user interactions, these systems become better at interpreting our commands.

How Does AI Actually Do That? 
So, we’ve talked about what AI is, but how does it actually do all those amazing things? Let’s take a peek under the 
hood, so to speak. At its core, AI systems learn and make decisions by working with vast amounts of data and using 
advanced algorithms. Think of it like teaching a computer to recognize patterns and solve problems, but on a much 
larger scale. There are different ways to do this, but the two most common are machine learning and deep learning.
Let’s start with machine learning. This is a method where computers learn to handle different types of tasks from 
data without being explicitly programmed for each specific task. Essentially, you feed the computer a lot of data, 
and it figures out the patterns on its own. Think of a spam filter in your email. It’s not programmed to know every 
single spam message, but it learns to identify spam based on patterns it finds in the data. Here’s how it works:

Data
Collection

The filter collects data from previous emails, 
including those marked as spam and those 
marked as legitimate.

Model
Creation

A model is created to identify patterns in the 
data, like common keywords or sender ad-
dresses associated with spam.

Validation 
and Testing

The model is tested with new emails to ensure 
it correctly identifies spam.

Algorithm 
Training

Algorithms like decision trees or neural net-
works are used to train the model, adjusting it 
to minimize errors.

Deployment
Once trained and tested, the spam filter is de-
ployed to analyze incoming emails and block 
spam based on learned patterns.
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Now, let’s talk about deep learning. This is a more advanced form of machine learning that uses neural networks with 
many layers, hence the name ‘deep’. These networks are inspired by the way our brains work, and they’re especially 
good at handling complex tasks like image and voice recognition. Think of self-driving cars:

So, to summarize, machine learning and deep learning are powerful tools that allow AI systems to learn and make 
decisions from data. Machine learning is used in a wide range of applications, from medical diagnostics to self-
driving cars. It’s about teaching computers to learn from experience, just like we do.

Looking Ahead 
Let’s be honest, given how rapidly AI is evolving, it’s difficult to predict exactly what the future holds. The increasing 
capabilities of AI systems are exciting for some, and perhaps a little unsettling for others. And that’s perfectly 
understandable. It’s natural to have questions, even concerns.
For example, are there risks in giving AI too much power? Could AI systems displace people in the labor market, 
potentially leading to widespread job displacement? These are important questions, and they deserve careful 
consideration. We’re not here to offer easy answers, but rather to encourage a thoughtful exploration of these 
issues. Because as we embrace the potential of AI, it’s crucial to also be mindful of its potential impact. It’s a complex 
topic, but one that’s essential for all of us to discuss. So, let’s keep the conversation going.

Data
Collection

The car collects data from its surroundings us-
ing cameras, sensors, and radar.

Model
Creation

A deep learning model is created to interpret 
visual and sensory data, identifying objects like 
pedestrians, other vehicles, and road signs.

Validation 
and Testing

 The model is tested in various driving condi-
tions to ensure it can generalize and react ap-
propriately.

Algorithm 
Training

Neural networks are used to train the model, 
allowing the car to learn how to navigate and 
make decisions based on its environment.

Deployment
Once trained and tested, the self-driving car 
uses the model to interpret its surroundings and 
make driving decisions in real-time.
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ACTIVITY: “FLIP THE CARD”

Main Technical terms used in discourses about AI
Instructions: 
Are you already overwhelmed with the new technical terms? Lets’ relax for a moment and play with these flashcards 
to review the concepts! For each term, write down or say aloud your definition or explanation. Then, check your 
answer against the provided definition. 

Deep Learning

A more advanced form of 
machine learning that uses 
neural networks with many 

layers to handle complex 
tasks like image and voice 

recognition.

Artificial Intelligence (AI)

A field of computer science 
focused on creating systems 
that can perform tasks that 

normally require human 
intelligence.  

Machine Learning

A method where computers 
learn from data without 

being explicitly programmed 
for each specific task.

Natural Language 
Processing (NLP)

The technology that allows 
computers to understand 

and generate human 
language.

Computer Vision

The technology that enables 
computers to understand 

and interpret visual 
information from images 

and videos.

Robotics

The field that combines AI 
with mechanics to create 

autonomous robots.

A
C
T
IV
IT
ΙΕ
S

Algorithm

A set of rules or instructions 
that a computer follows to 

perform a task.

Data Collection

The process of gathering 
information that is used to 

train AI models.

Model Creation

The process of building a 
system that can identify 

patterns and make 
predictions from data.
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Validation and Testing

The process of evaluating 
the performance of an AI 
model to ensure it works 

correctly.

Deployment

The process of putting a 
trained AI model into real-

world use.

Large Language Models 
(LLMs)

Specialized AI models 
designed to understand and 
generate human language, 
trained on vast amounts of 

text data.
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1.4. Practical Applications for Entrepreneurs 

As entrepreneurs, we’re always looking for ways to streamline our workflows, boost productivity, and make smarter 
decisions. And that’s where AI can be a game-changer. Think of AI not just as a tool, but as a valuable ally, a modern 
employee that can help you work smarter and more efficiently. By integrating AI into different aspects of your 
business, you can free up time, reduce costs, and gain insights that lead to better decision-making.
Regardless of the type of business you run, AI offers numerous opportunities to enhance your daily operations. 
Imagine having a virtual assistant that handles mundane tasks like sorting emails, filling out forms, and scheduling 
appointments. This frees you up to focus on what truly matters: building relationships with your customers and 
growing your business.
And it’s not just about administrative tasks. There are countless apps and websites that leverage AI to help with 
a wide range of creative and business-related activities. From writing and drawing to creating music and editing 
videos, AI can be a powerful creative partner. You can even use it to enhance podcasts, fill blogs with content, and 
create compelling PowerPoint presentations!
Now, you might be thinking, ‘This sounds great, but how do I get started?’ The good news is that many AI tools offer 
free trials, allowing you to experiment and see what works best for your business. Tools like Chat GPT, Claude and 
Gemini can be used like playgrounds, providing opportunities to explore the capabilities of AI and learn by doing. 
The key is to play, practice, and experiment. Don’t be afraid to dive in and learn as you go.
To get started, consider exploring generative AI for simple tasks. These are operations that everyone recognizes, such as 
harmonizing texts, correcting translations, summarizing content, creating outlines for presentations, or drafting structured 
reports. These tasks can be quickly and easily improved with the help of AI, allowing you to see immediate benefits.
Once you’re comfortable with these basic applications, you can try specific software designed for complex business 
processes. This includes tools for data analysis, customer relationship management, supply chain optimization, and 
more. These tools can provide valuable insights and help you make data-driven decisions that drive business growth.
The bottom line is that AI is no longer a futuristic concept; it’s a practical tool that can empower entrepreneurs to 
work smarter and achieve their goals. By integrating it into your daily workflow, you can unlock new opportunities 
and take your business to the next level.

1.4.1 Crafting Effective Prompts for generative AI

Think of interacting with an AI like having a conversation. Just as you need to be clear and specific when talking to 
another person, you need to do the same when prompting an AI. Learning how to effectively guide an AI through 
well-crafted prompts is crucial for getting the results you want. Let’s explore some examples and best practices.
Now, let’s break down what a prompt actually is. Essentially, it’s the initial question, instruction, or input you give to 
a generative AI model. Think of it as a starting point, a guide that directs the model towards the desired outcome. 
The way you phrase your prompt greatly affects the quality of the generated content. 
A clearly worded prompt can improve and refine the content generated in several ways. It helps the AI understand 
your expectations, reducing the risk of irrelevant or inaccurate results. A good prompt also helps to establish the 
right style, tone, and subject matter for the desired content. When you formulate your prompt in a way that reflects 
your specific needs and goals, you increase the chances of getting exactly what you’re looking for.
It’s important to understand that there isn’t one-size-fits-all prompting. There are many types of Large Language 
Models (LLMs), each with its own strengths, weaknesses, and underlying architecture. This means they can respond 
differently to the same prompt. Factors like how the model was trained, the amount of data it was trained on, and 
its specific design influence how it interprets and processes language.
Therefore, effective prompting often requires adapting your approach to the specific LLM you’re using. When you begin 
working with a new model, it’s highly recommended to explore the documentation or “prompt cookbooks” provided by 
the developers. These resources often contain valuable guidance and best practices tailored to that particular model.
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ACTIVITY: “HANDS-ON ACTIVITY”

Comparing AI responses to prompts
Let’s have a look at the following example of a typical interaction with a 
conversational AI like Copilot:

Prompt:
Hello! I own a café and we got a letter from a customer, who was 
disappointed with our assortment, the coffee was cold and the 
staff had not given proper service. Can you please respond to our 
customer in a nice and friendly way?

 
Copilot said:
Certainly! Here’s a friendly and empathetic response you can use:
Dear [Customer’s Name],

Thank you for taking the time to share your feedback with us. We sincerely apologize for the experience you 
had at our café. Your comments are very important to us, and we are committed to improving our service.
We are sorry to hear that our assortment did not meet your expectations, and that the coffee was not served 
at the right temperature. We understand how disappointing this can be, and we will take immediate steps to 
ensure that our offerings and service quality are up to the mark.
Additionally, we regret that our staff did not provide the level of service you deserve. We will address this with 
our team to ensure that every customer receives attentive and friendly service.
We value your patronage and hope to have the opportunity to serve you better in the future. Please feel free 
to reach out to us directly if you have any further concerns or suggestions.
Thank you once again for your feedback.
Warm regards,
[Your Name]
[Your Café’s Name]

Feel free to personalize it further to match your café’s tone and style!
 
In this example, the user’s prompt is well-defined. It provides context (café, customer letter), identifies the issue 
(cold coffee, poor service), and specifies the desired tone (nice and friendly). This level of detail guides Copilot 
towards generating a relevant and appropriate response.
Copilot understands the need for empathy and provides a response that acknowledges the customer’s 
disappointment and offers sincere apologies. It uses phrases like “We sincerely apologize,” “We are sorry to 
hear,” and “We understand how disappointing this can be.” Copilot suggests taking “immediate steps” to rectify 
the situation, indicating a proactive approach to customer service. It also mentions addressing the staff training, 
showing a commitment to long-term improvement. 

Another AI model might give you another answer. 
Try different tools like ChatGPT, Claude and Gemini using the same prompt used in the example and compare the 
results!
ChatGPT - https://openai.com/index/chatgpt/
Claude - https://claude.ai
Gemini - https://gemini.google.com
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1.4.2 Prompting in Practice 

Now lets discuss some examples of common prompting techniques and why they can be helpful, keeping in mind 
that their effectiveness can vary:

Experimentation is key to finding the “sweet spot” for a given model. For example: the optimal length and level of 
detail in a prompt can vary significantly. Some models are better at processing and extracting information from 
lengthy, detailed prompts, while others may become overwhelmed and perform better with concise requests. This 
difference can stem from the model’s architecture and how it handles context windows (the amount of information 
it can retain at once). 
Effective prompting can be thought of as mastering the “art of conversation” with a generative AI. While AI 
strives to understand human language, it operates differently than a human mind. Therefore, clear and thoughtful 
communication is essential to guide the AI towards the desired outcome. Think of it as if you were explaining 
something to someone who needs very explicit instructions.
While it’s generally good practice to phrase prompts in a way that resembles natural conversation, it’s crucial to 
recognize that AI doesn’t always interpret language exactly like humans do. While overly technical or formal wording 
should often be avoided (as it can confuse the AI or lead to stilted responses), sometimes a degree of precision is 
necessary. AI benefits from clarity and structure. 
Providing context goes beyond simply stating the topic. It involves equipping the AI with the background information 
it needs to understand your intent and constraints. Before crafting a prompt, thoroughly consider who is the 
intended recipient of the AI’s output and what is their level of expertise on the subject matter. This determines the 
appropriate tone, complexity, and level of detail. For instance, explaining a marketing concept to industry experts 
requires different language than explaining it to the general public.
Specifying tone and style is more than just choosing words; it’s about shaping the AI’s “voice” to align with your 
communication goals. For example: customer communications often require a professional tone, while internal 
collaboration might allow for a more informal style.
Vague prompts lead to ambiguous results. The more detailed and specific your prompt, the better the AI can 
understand your requirements and generate targeted outputs. Instead of asking broad questions like “How does 
AI work?”, focus on specific aspects: “Explain the role of backpropagation in training artificial neural networks for 
image classification.” This level of detail guides the AI towards a focused and useful answer.
Imagine you are a gardener and want to create inspiring texts and tips for your social media channels. Observe the 
following examples of prompts:

1 Chain of Thought 
Prompting

Some LLMs, especially those designed for 
complex reasoning, benefit from prompts 
that break down a task into smaller, logical 
steps. This technique mimics how humans 
approach problem-solving and provides 
the model with a clear “train of thought” to 
follow, improving its ability to handle multi-
step tasks. It’s like guiding the AI through 
each stage of the process to arrive at the 
solution.

2 Persona-Based 
Prompts

Directing the AI to adopt a specific 
persona (e.g., “act as a seasoned project 
entrepreneur”) provides a framework for 
its response. The AI can then draw upon 
the knowledge, vocabulary, and perspective 
associated with that role. This can be 
particularly useful for tasks like generating 
reports or providing expert advice. When 
you ask an LLM to “act as” a specific persona 
or take on a particular role (e.g., “Act as a 
marketing expert”), you’re providing it with 
a context and a set of constraints. This 
can help the model generate more focused 
and relevant responses by tapping into the 
knowledge and style associated with that 
persona. 
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Set the AI’s Persona

-	 It assigns a specific role and 
expertise to the AI.

-	 It provides a clear context and 
subject matter.

-	 It leads to a more focused and 
authoritative response.

“Act as an experienced botanist 
with a PhD in horticulture, and 
explain the best methods for 
growing tomatoes in a container 
garden.”

Specify Content Format

-	 It clearly defines the desired 
format (numbered list).

-	 It provides a specific topic.
-	 It specifies the desired length 

and conciseness.

“Can you give me a short article 
about the benefits of vertical 
gardening, structured as a num-
bered list with concise bullet 
points?”

Define the Topic

-	 It provides a specific plant 
type.

-	 It narrows the focus to 
a particular season and 
environment.

-	 It allows for a more targeted 
and useful response.

“I need information on how to 
take care of cacti during the win-
ter months, focusing on indoor 
environments.”

Target the Audience

-	 It clearly defines the target 
audience (beginners).

-	 It specifies the subject matter 
and desired level of complexity.

-	 It leads to a more relevant and 
accessible response.

“Target the text to beginners in 
gardening, explaining the pro-
cess of planting and caring for 
rose bushes in simple terms.”

Define the Aim of the Text

-	 It specifies the desired 
emotional response.

-	 It provides context about the 
type of content (blog post).

-	 It clearly states the purpose 
of the text.

“The goal is for readers to feel 
inspired to start gardening, so 
write a persuasive introduction 
to a blog post about the joys of 
growing your own vegetables.”

Specify Length

-	 It provides a specific word 
count.

-	 It defines the subject matter.
-	 It helps control the length and 

focus of the response.

“Keep it within 200 words, sum-
marizing the main benefits of us-
ing compost in organic garden-
ing.”

Define Style

-	 It gives the AI a specific 
example to follow.

-	 It also gives the AI a clear 
instruction of what to avoid.

-	 It gives the AI a clear task.

“The tone should be similar to 
the text extract below, but avoid 
being too technical, and paste an 
extract of a text that matches 
your desired tone. Then create 
an article.”
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ACTIVITY: “PROMPTING”

Why is this a good prompt?

This exercise presents two prompts for the same task: a Bad Prompt and a Good Prompt. First, compare the two 
prompts and reflect on why the good one is more effective. Next, review the explanation shown alongside to see if 
your analysisis correct.

Summarizing a Document

Bad Prompt: 
“Summarize this document.” 

Good Prompt: 
“Summarize the key findings of this 10-page 

market research report, focusing on the 
main trends and actionable insights, in three 

concise paragraphs.”

Why the Good Prompt is Better:
•	It provides specific instructions about the 

desired output.
• It specifies the type of document and its 

length.
• It requests specific elements to be included 

in the summary.

Generating Creative Content

Bad Prompt: 
“Write a story.”
Good Prompt: 

“Write a short story (200 words) about a 
robot who discovers a hidden talent for 

painting, using a whimsical and imaginative 
tone.”

Why the Good Prompt is Better:
•	It defines the length of the story.
•	It gives a clear subject and tone to follow.
•	It leads the AI to a more creative and 

focused result.

Answering a Specific Question

Bad Prompt: 
“Tell me about AI.”

Good Prompt: 
“Explain the key differences between 
machine learning and deep learning, 

providing real-world examples for each.”

Why the Good Prompt is Better:
•	It isolates the specific information that is 

needed.
•	It requests real world examples to help with 

understanding.
•	It asks for a comparison, which gives the AI 

a clear direction.

Improving Customer Service

Bad Prompt: 
“How can I improve customer service?”

Good Prompt: 
“I run an online bookstore. How can I use AI-

powered chatbots to improve customer service, 
specifically for handling order tracking and 

answering questions about book availability?”

Why the Good Prompt is Better:
•	Provides context about the industry and 

business type.
•	Specifies the tool that is to be used.
•	Specifies the customer service aspect that 

needs improvement.
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1.5 Types of AI Tools for Business Enhancement 

1

8
7

6

5

4

3

2

These tools connect various applications and 
services, automating repetitive tasks and 
streamlining workflows. They solve problems 
related to manual data entry, time-consuming 
processes, and the need for seamless integration 
between different software platforms.

General Workflow Automation

Think About: How much time could your 
business save by automating routine tasks? 
What specific processes could benefit from 
automation?

These tools automate tasks directly within 
the user’s web browser, streamlining online 
workflows. They solve problems related to 
repetitive online tasks, data entry in web forms, 
and email management.

Browser-Based Automation

Think About: What web-based tasks do you 
perform regularly that could be automated?

These tools help create and manage workflows 
to automate repetitive tasks, offering features to 
improve overall productivity and efficiency. They 
address the need to reduce time spent on routine 
tasks and improve overall output.

Productivity & Efficiency Automation

Think About: How can automation of repet-
itive tasks improve the overall efficiency of 
your business?

Think About: How much time is spent in your 
company processing data from documents 
or images?

These tools automate the extraction and processing 
of data from documents and images. They solve 
problems related to manual data entry from invoices, 
receipts, and other visual documents.

Document & Image Data Automation

These tools automate customer service tasks, 
including answering frequently asked questions, 
managing inquiries, and providing real-time 
support. They solve problems related to customer 
service efficiency and response times.

AI-Powered Customer Service & Chatbots

Think About: How could AI-powered chat-
bots improve customer service interactions 
in your business?

These tools use AI to analyze large datasets, 
identify patterns, and provide actionable insights 
for business decision-making. They solve 
problems related to data overload and the need 
for data-driven strategies.

AI-Powered Data Analysis & Insights

Think About: How can AI-powered data 
analysis improve the decision-making pro-
cess in your company?

These tools automate marketing and sales tasks, 
improve content creation, analyze performance, 
and enhance customer engagement. They solve 
problems related to marketing efficiency, lead 
generation, and sales optimization.

AI-Powered Marketing & Sales

Think About: How can AI enhance your mar-
keting and sales strategies?

These tools use AI to provide insights and 
recommendations specifically for decision-
making processes, often going beyond basic 
data analysis to offer predictive or prescriptive 
insights. They address the need for informed and 
data-driven decision-making.

AI-Powered Decision-Making & Analytics

Think About: How could AI-driven insights 
improve your strategic decision-making?

These tools use AI to enhance individual productivity, 
including task management, time tracking, note-
taking, and scheduling. They solve problems related 
to time management, organization, and personal 
workflow optimization.

AI-Powered Personal Productivity

Think About: How can AI tools improve your 
personal productivity and time manage-
ment?

9
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ACTIVITY: “EXPLORE AI TOOLS”
Are you curious about specific types of AI tools?
EmpowerAI project has created an interactive compendium that you can explore!
https://empowerai.eu/compendium/

ACTIVITY: “SIMULATED AI CASE-STUDY”
Transforming “Cozy Cottage B&B” with AI 
You are the owner of ‘Cozy Cottage B&B,’ a charming, mid-sized bed and breakfast nestled in a popular tourist 
destination. While your reviews are generally positive, you’ve noticed increasing competition from larger hotels and 
tech-savvy vacation rentals. You want to leverage AI tools to enhance your guest experience, optimize operations, 
and stay competitive.

The Challenge:
You need to identify and implement AI solutions that address key areas of your business, focusing on automation, 
personalization, and data-driven decision-making.

Key Considerations:
•	 Guest Privacy: Ensure that all AI implementations comply with data privacy regulations and respect guest 

preferences.
•	 Human Touch: Balance AI automation with personalized human interaction to maintain the unique charm of 

your B&B.
•	 Scalability: Choose AI tools that can scale with your business as it grows.

The Process:
1.	 Review your current operations and identify areas where AI could provide significant benefits. Consider guest 

feedback, operational inefficiencies, and competitive pressures.
Think About: Which aspects of your B&B operations are most time-consuming? Where do you receive the 
most guest inquiries or complaints?

2.	 Research and evaluate AI tools relevant to the hospitality industry, focusing on the following areas:

º	 Automated Reservation System: Automatically manage bookings, cancellations, availability updates, and 
integrate with external platforms.

Tool Suggestion: Cloudbeds - An all-in-one system for hotels, B&Bs, and small accommodations. Handles 
bookings, payments, customer communication, and has integrated reporting tools.
Tool Suggestion: Little Hotelier - A booking management system specifically for small accommodations, 
with a simple and intuitive interface.
Tool Suggestion: Wix Hotels - A booking platform for small businesses that is part of the Wix website 
builder. Offers booking features directly on your website.

Think About: Which of these systems best fits the size and specific needs of Cozy Cottage B&B? What are 
the pros and cons of an all-in-one system versus a website-integrated solution?

º	 Customer Chat for Booking and Questions: AI-powered chatbot to answer common questions, provide 
recommendations, and facilitate direct bookings.

Tool Suggestion: Consider integrations or add-ons with Cloudbeds, Little Hotelier, or Wix Hotels, as they 
often offer chatbot capabilities.
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Think About: How can a chatbot improve responsiveness to guest inquiries and free up staff time? What 
types of questions can be effectively handled by a chatbot?

º	 Personalized Recommendation and Experience Optimization: AI analysis of customer preferences to 
provide personalized recommendations and offers.

Think About: How can you collect and analyze guest data to provide personalized recommendations? 
What types of recommendations would be most valuable to your guests (e.g., local attractions, dining 
options, room upgrades)?

º	 Dynamic Pricing: AI analysis of demand, trends, and competitor pricing to optimize room rates.
	Tool Suggestion: Cloudbeds and Little Hotelier support dynamic pricing.

Think About: How can dynamic pricing help maximize revenue during peak season and remain competitive 
during off-season? What data points are most important for accurate price optimization?

º	 Analyses and Forecasts: AI analysis of historical data to predict booking patterns and inform resource 
planning.

Tool Suggestion: Reporting tools within Cloudbeds can provide AI-driven analyses and forecasts.
Think About: How can booking forecasts help you with staffing, inventory management, and marketing 
planning?

º	 Automatic Payment Processing: AI-driven payment processing, automated invoicing, and secure 
transactions.

Tool Suggestion: Cloudbeds and Little Hotelier handle payment processing.
Think About: What payment methods should you offer? How can you ensure secure and efficient payment 
transactions?

º	 Feedback Management and Customer Reviews: AI analysis of customer reviews to identify trends and areas 
for improvement.

Think About: How can you effectively collect and analyze guest feedback from various platforms (e.g., 
online reviews, surveys)? How can AI help you identify recurring themes in guest feedback?

º	 AI-Powered Customer Messaging: (AI tools for communication with guests before, during, and after their 
stay.)

Tool Suggestion: Zingle (now part of Medallia) (An AI-powered customer messaging platform that 
automates communication via SMS, email and other channels.)

Think About: How can AI-powered messaging improve communication with guests and enhance their 
overall experience?

3.	 Select a few high-impact AI tools to implement first, considering factors like cost, ease of integration, and 
potential ROI.

Think About: What are the potential costs and benefits of implementing each AI tool?

4.	 Integrate the chosen AI tools into your existing systems and train your staff on how to use them effectively.
Think About: What training resources will your staff need to effectively utilize these new tools?
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5.	 Track key metrics, such as booking rates, customer satisfaction scores, and operational efficiency, to assess the 
impact of the AI tools.

Think About: How will you measure the success of your AI implementation?

6.	 Based on the results, refine your AI strategy and explore additional tools to further enhance your B&B 
operations.

Think About: How can you continuously adapt and improve your AI strategy to stay ahead of the 
competition?

ACTIVITY: “QUICK COMPREHENSION CHALLENGE”

Instructions: Indicate whether the following statements are True or False.

1.	 AI systems learn and refine their performance through the analysis of large 
datasets using algorithms.

2.	 While AI can assist with creative tasks, human oversight remains crucial for 
ensuring originality and quality.

3.	 Automating repetitive tasks with AI tools can free up employees to focus on 
more complex and strategic initiatives.

4.	 AI-driven analytics can provide businesses with valuable insights into market 
trends and customer behavior.

5.	 AI can enable a marketing team to personalize email campaigns by segmenting 
customers based on their past purchase behavior and preferences.

6.	 AI tools can assist a business in identifying emerging market trends by 
analyzing social media data and news articles.

7.	 Implementing an AI-powered chatbot on a business website is capable of 
independently resolving all complex customer service issues without any 
need for human intervention.

8.	 Automating invoice processing with AI tools will eliminate the need for any 
human oversight in financial auditing and reconciliation.

9.	 For a retail business, AI-driven dynamic pricing systems operate entirely 
independently and do not require any manual adjustments to account for 
factors like brand image or long-term sales goals.

10.	 AI-powered data analysis tools are limited to generating only descriptive 
statistics; they cannot be used to develop predictive models for future 
business outcomes.

11.	 AI-powered marketing tools can autonomously create and execute entire 
marketing campaigns without any need for human strategic input or creative 
direction.

12.	 For a small e-commerce business, AI tools can completely replace human 
decision-making in areas such as inventory management and order fulfillment. 

13.	 AI sentiment analysis of customer reviews can definitively determine the 
emotional state and intent of a customer with 100% accuracy, leaving no 
room for misinterpretation.

14.	 AI-powered customer service tools are designed to completely remove the 
need for human customer service agents in all situations.
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15.	 AI tools can autonomously identify and exploit all emerging market trends 
without any need for human analysis or industry expertise.

16.	 AI content creation tools can generate all types of marketing materials, 
including complex strategic planning documents, with perfect accuracy and 
relevance. 

17.	 AI is a field of computer science focused on creating systems that can perform 
tasks that normally require human intelligence.

18.	 A virtual assistant interpreting and responding to spoken commands is a 
good example of Natural Language Processing (NLP).

19.	 AI can most effectively contribute to improving customer service in a business 
by automating responses to routine inquiries and providing 24/7 support.

20.	 The potential for increased innovation and creativity is a potential challenge 
businesses may encounter when implementing AI solutions.
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Unit 2 -  Threats & Opportunities 

2.1. AI is Powerful, but is it Always Fair?

We’ve established that AI is transforming businesses in many exciting ways. But with this power comes responsibility. 
It’s crucial that we, as entrepreneurs and business leaders, understand the ethical and legal implications of using AI. 
Think about it: AI systems are built by humans, trained on data created by humans. What happens if those humans 
and that data aren’t perfect? That’s where things get interesting... and potentially problematic.
Let’s start with a fundamental truth: AI is only as fair as the data it learns from. If that data contains biases, the AI will likely 
perpetuate and even amplify those biases. Why is this the case? It’s because AI systems learn from patterns in past data. 
If that past data reflects existing inequalities in society, the AI will learn those inequalities as ‘normal’ and repeat them. 
Consider these scenarios:

Hiring: Imagine an AI tool designed to screen job applications. If it’s trained primarily on data from male applicants 
who were hired in the past, it might unintentionally favor male candidates, even if female candidates have equal 
qualifications. What’s the potential consequence of that?
Lending: Think about financial lending. An AI system trained on historical loan data might give lower credit 
scores to women, not because of their actual creditworthiness, but because the historical data reflects gender-
based disparities in access to credit. How might this impact women’s opportunities?

These aren’t just theoretical problems. Unintentional bias in AI can have serious consequences:
Reputational Damage: If customers perceive your AI systems as unfair, your business reputation will suffer.
Reduced Opportunities: Biased AI can limit opportunities for certain groups, which is not only unethical but can 
also stifle innovation and limit your talent pool.

So, what can we, as responsible business leaders, do about it? Here are some key steps:
Regular Audits: If you use AI in hiring, marketing, customer service, or any decision-making process, conduct 
regular audits to ensure fairness. Don’t just assume the AI is objective. Actively check.
Explainability: AI can sometimes be a ‘black box’ – we don’t always understand how it arrives at a decision. But if 
an AI system rejects a loan application or a job candidate, we have an ethical obligation to be able to explain why. 
Transparency is key.
Data Transparency: AI systems rely on data, often personal data. Be clear with your customers about what data you 
collect, how you use it, and ensure you’re following all relevant privacy laws (like GDPR). Respecting privacy builds trust.

2.2. Ethical Use of AI

While legal compliance sets the minimum standard, truly ethical AI use extends further. It requires us to critically 
examine our AI systems and ask ourselves:

•	 Is the AI system fair and non-discriminatory in its outcomes?
•	 Can its decisions be explained in a way that users can understand?
•	 Do users have sufficient awareness of when they are interacting with or being affected by AI?
•	 Is there a clear process for individuals to challenge or appeal AI-driven decisions that impact them?

There’s a growing global conversation around AI ethics, and many organizations are developing recommendations. 
One influential example is the UNESCO Recommendation on the Ethics of AI (adopted by all Member States in 
2021). This is the first global standard-setting instrument on AI ethics, and it emphasizes that AI should benefit 
humanity, respect human rights, and contribute to sustainable development.
Here’s a breakdown of the key principals and how they translate into business practices:
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1. 	 Human Rights & Dignity
At its core, this is about treating everyone with respect. AI shouldn’t create or worsen existing inequalities. Think 
about it: could your AI tools unfairly disadvantage certain groups? We need to be vigilant.
Applications in Business:

Hiring: Imagine an AI tool that screens resumes. We need to actively ensure it doesn’t discriminate based on 
gender, race, or other protected characteristics. What steps can you take to audit your hiring AI for bias?
Access to Credit: If you use AI to assess loan applications, it’s vital to ensure the AI isn’t perpetuating historical 
biases that might deny credit to deserving individuals. How can you validate the fairness of your AI’s credit scoring?
Personalized Services: Even in personalization, we need to be careful. AI should enhance the customer experience 
without excluding anyone or limiting their choices unfairly. How can you use personalization to empower, not 
restrict?

2. 	 Transparency & Explainability
AI decisions shouldn’t be a mystery. We need to understand why an AI system makes a particular recommendation 
or decision, especially when it affects people’s lives. This is about building trust and accountability.
Applications in Business:

AI-Driven Decisions: If you use AI to automate customer service responses or make recommendations, make it 
clear to your customers that AI is involved. How can you be transparent about your AI usage?
Explainable Outcomes: If an AI system denies a loan or rejects a job application, you have an ethical obligation 
to explain the reasoning behind that decision. How can you make your AI’s decision-making process more 
understandable?

3. 	 Accountability
AI systems don’t operate in a vacuum. We need to assign clear responsibility for their actions. If an AI system makes 
a mistake or causes harm, who is accountable? This is a critical question.
Applications in Business:

Automated Customer Service: If an AI chatbot gives incorrect or misleading information, who is responsible for 
correcting it? How can you ensure human oversight in automated customer service?
HR Tasks: If an AI hiring tool makes a biased decision, who is accountable for the consequences? What internal 
processes do you need to establish accountability for AI-driven HR decisions?

4. 	 Inclusion & Non-discrimination
Bias can creep into AI systems in subtle ways. We need to actively work to ensure our AI is inclusive and doesn’t 
discriminate against any group. This requires careful attention to the data we use and how we design our algorithms.
Applications in Business:

Recruitment Tools: Actively test your AI hiring tools for bias. Use diverse datasets and consider different 
evaluation metrics. How can you ensure your hiring AI promotes diversity?
Pricing Algorithms: Ensure your AI-driven pricing algorithms don’t unfairly disadvantage certain customer 
segments. How can you validate the fairness of your pricing strategies?
Advertising: Use AI to target your advertising effectively, but avoid discriminatory targeting practices. How can 
you use AI to create inclusive advertising campaigns?

5. 	 Sustainability
AI has an environmental impact. Training large AI models requires significant energy. We need to consider the 
sustainability of our AI practices and strive for energy-efficient solutions.
Applications in Business:

Large-Scale AI Models: If you’re using large AI models, consider their energy consumption. Explore ways to optimize 
your algorithms and use energy-efficient hardware. How can you minimize the environmental cost of your AI?
Energy-Efficient Solutions: Explore how AI can be used to promote sustainability in your own operations (e.g., 
optimizing energy consumption, reducing waste). How can you leverage AI for positive environmental impact?
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ACTIVITY: “AI SCENARIO-BASED ANALYSIS”

Introduction
In this activity, you are going to analyse real-world scenarios that you, as an entrepreneur, might encounter as you 
leverage the power of AI: practical situations where your decisions could be shaped by ethics.

Scenario 1: AI-Powered Customer Service
Scenario: Your online retail business implements an AI-powered chatbot to handle customer inquiries. After a 
few weeks, you notice several customers from a specific linguistic minority group are reporting that the chatbot 
struggles to understand their questions and provides irrelevant answers, leading to frustration.

Question: 
Based on the ethical principles discussed, what is the MOST critical issue your business should address in this 
situation?

a) The cost-effectiveness of the AI chatbot compared to human agents. 
b) The technical limitations of natural language processing for all languages. 
c) The potential for the AI to exclude a segment of your customer base due to linguistic bias. 
d) The need to update the chatbot’s knowledge base with more product information.

Scenario 2: AI in Loan Application Processing
Scenario: Your FinTech startup uses an AI algorithm to assess loan applications. The algorithm is trained on historical 
loan data. You discover that applicants from certain postal codes, which historically have lower average incomes 
and a higher proportion of minority residents, are consistently receiving lower loan approval rates, even when their 
individual financial profiles appear similar to applicants from other areas.

Question: 
Which ethical AI principle discussed is MOST directly being violated in this scenario?

a) Transparency and Explainability. 
b) Sustainability. 
c) Inclusion and Non-discrimination. 
d) Accountability.

Scenario 3: AI for Targeted Advertising
Scenario: Your marketing team uses an AI tool to target online advertisements for high-value products. The AI 
algorithm identifies a specific demographic group (based on age and location) as the most likely to purchase these 
items and primarily shows ads to this group. Other demographic groups are rarely shown these ads.
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Question: 
While this strategy might increase immediate sales, what is a key ethical consideration that your team should be 
aware of?

a) The potential for increased advertising costs due to narrow targeting. 
b) The risk of alienating the targeted demographic with too many ads. 
c) The possibility of creating discriminatory advertising practices.
d) The technical challenge of accurately identifying the ideal customer profile.

Scenario 4: AI in Human Resources - Performance Evaluation
Scenario: Your company implements an AI-powered system to analyze employee performance based on various 
data points, including communication patterns and project contributions. An employee notices that the system 
seems to consistently rate employees who primarily communicate in written form lower than those who are more 
vocal in meetings, potentially disadvantageous to individuals with different communication styles.
Question: 
According to the ethical guidelines for AI, what is a crucial step your company should take to address this potential 
issue?

a) Emphasize the efficiency gains provided by the AI-powered evaluation system. 
b) Ensure the AI’s evaluation criteria are transparent and regularly audited for potential bias. 
c) Provide training to employees on how to communicate more effectively in meetings. 
d) Promote the culture of AI’s assessment to ensure objective performance evaluations.

Scenario 5: Transparency in AI Interaction
Scenario: Your e-learning platform integrates an AI tutor to provide personalized feedback to students. When a 
student asks for help, the AI tutor responds with detailed explanations and suggestions. However, the platform 
does not explicitly inform students that they are interacting with an AI, rather than a human instructor.
Question: 
Which ethical principle is being overlooked in this scenario?

a) Human Rights & Dignity. 
b) Sustainability. 
c) Transparency and Explainability. 
d) Accountability.
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ANSWERS:
Scenario 1
Correct Answer: c) The potential for the AI to exclude a segment of your customer base due to linguistic bias.
Explanation: The scenario highlights a situation where the AI chatbot struggles with a specific linguistic minority 
group. This directly relates to the principle of Inclusion and Non-discrimination. The AI system, due to its training 
data or design, is failing to serve a segment of the customer base equally, leading to a discriminatory experience. 
While technical limitations (b) might exist, the primary ethical concern is the unequal service and potential exclusion.

Scenario 2
Correct Answer: c) Inclusion and Non-discrimination.
Explanation: The AI algorithm is shown to be disproportionately denying loans to applicants from specific postal 
codes with a higher proportion of minority residents, even with similar financial profiles. This strongly suggests 
bias in the training data, leading to discriminatory outcomes based on location, which can be a proxy for race and 
socioeconomic status. This directly violates the principle of Inclusion and Non-discrimination. While Transparency 
and Explainability (a) would be important to understand why this is happening, the core ethical issue is the 
discriminatory outcome.

Scenario 3
Correct Answer: c) The possibility of creating discriminatory advertising practices.
Explanation: While targeted advertising can be efficient, the scenario points out the risk of excluding other 
demographic groups who might also be interested in the product. This raises concerns about Inclusion and Non-
discrimination. By focusing solely on one group, the AI might be reinforcing existing stereotypes or limiting 
opportunities for others to discover the product. The ethical consideration goes beyond mere sales figures and 
looks at fairness of access and representation.

Scenario 4
Correct Answer: b) Ensure the AI’s evaluation criteria are transparent and regularly audited for potential bias.
Explanation: The scenario describes a potential bias in the AI’s performance evaluation against employees with 
written communication styles. To address this, the most ethical step, according to the principles, is to ensure 
Transparency of the AI’s criteria and implement Regular Audits to identify and mitigate such biases, promoting 
Inclusion and Non-discrimination. Simply emphasizing efficiency (a) or relying solely on the AI (d) ignores the 
potential for unfairness. While training (c) might be helpful, it doesn’t address the underlying bias in the evaluation 
system itself.

Scenario 5
Correct Answer: c) Transparency and Explainability.
Explanation: The core issue in this scenario is the lack of disclosure that students are interacting with an AI tutor. 
The principle of Transparency requires users to be aware when they are engaging with an AI system. This allows 
them to understand the nature of the interaction and manage their expectations accordingly. Failing to disclose this 
undermines trust and the user’s ability to make informed decisions about their learning process.
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2.3 Ethical AI Statements and Checklists 

As the use of AI expands, more and more companies are recognizing the need to define their ethical stance on this 
technology. This is often expressed through the development of AI ethics manifestos or public ethical statements. 
Essentially, they’re a company’s promise to use AI in a way that aligns with its values and societal expectations.
To illustrate how these ethical commitments are being put into practice, let’s consider some emerging trends. 
We’re seeing a growing emphasis on transparency, particularly in situations where AI-generated content could be 
misleading. For example, when videos are created using AI-generated human-like voices or faces, leading companies 
are starting to include clear statements within the metadata or descriptions, explicitly indicating that the content 
was produced using AI. This helps viewers understand the origin of the content and avoids potential deception. 
Similarly, transparency is becoming important in AI-driven communication. When marketing emails or customer 
support messages are generated with the assistance of AI tools, some companies are beginning to include 
disclosures, such as “This response was generated using AI assistance,” to inform recipients of the AI’s involvement. 
This practice promotes honesty and builds trust. 
Furthermore, ethical considerations are being integrated directly into the product development lifecycle. Before 
launching any product incorporating AI features, responsible development teams are implementing ethical 
checklists. These checklists serve as proactive tools to assess potential risks related to bias, data privacy, and 
unintended consequences, ensuring that ethical considerations are addressed from the outset.
Now imagine a development team about to launch a new AI-powered marketing tool that personalizes ad content 
based on user data. Their ethical checklist might include questions like:

⬜	 Have we clearly and transparently informed users about what data is being 
collected and how it will be used for personalization?

⬜	 Do users have control over their data and the ability to opt-out of personalization?

⬜	 Are we compliant with all relevant data privacy regulations (e.g., GDPR, CCPA)?

⬜	 Is the data being stored and secured appropriately to prevent unauthorized 
access?

⬜	 Have we analyzed the training data for potential biases that could lead to 
discriminatory ad targeting (e.g., excluding certain demographic groups from 
opportunities)?

⬜	 Have we tested the personalization algorithm across diverse user groups to 
ensure fair and equitable outcomes?

⬜	 Could the personalized content inadvertently reinforce harmful stereotypes?

⬜	 Are there mechanisms in place to detect and mitigate potential bias in the ad 
delivery?

⬜	 Can we provide users with a general understanding of why they are seeing 
specific ads?

⬜	 Are we being transparent about the use of AI in the ad personalization process?

⬜	 If an ad is flagged as potentially problematic, is there a clear process for human 
review and intervention?

⬜
	 Have we considered potential negative impacts of highly personalized 

advertising, such as creating filter bubbles or limiting users’ exposure to diverse 
perspectives?

⬜	 Could personalization inadvertently lead to manipulative or predatory 
advertising practices?

⬜	 What safeguards are in place to prevent misuse of the tool?
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ACTIVITY: “AI STATEMENT ANALYSIS”
Introduction
In this activity, you are going to analyze ethical statements related to AI in product descriptions or company com-
munications by selecting the most accurate interpretations.
1.	 Read each example statement carefully.
2.	 For each statement, answer the multiple-choice questions that follow.
3.	 Review the formative feedback provided.
4.	 Reflect on the correct answers and explanations to deepen your understanding.

Statement 1
 “Our AI-powered image recognition software is designed for accuracy and fairness. We utilize diverse datasets in 
our training process and continuously monitor for performance differences across various demographic groups to 
mitigate potential bias.”

Question 1: This statement most directly addresses which ethical principle(s)? 

a) Data Privacy and Security

b) Transparency and Explainability

c) Fairness and Inclusion/Non-discrimination

d) Accountability and Sustainability

Question 2: What specific action(s) does this statement mention to ensure ethical considerations?

a) Anonymizing user data and providing opt-out options

b) Explaining how the AI makes recognition decisions 

c) Using diverse datasets and monitoring performance across demographic groups 

d) Establishing clear responsibility for errors made by the AI

Question 3: How would you evaluate the level of commitment to ethical practices based on this statement?

a) Weak, as it only mentions design intentions

b) Moderate, as it describes some concrete actions but lacks detail

c) Strong, as it outlines specific steps taken and ongoing monitoring

d) Unclear, as it uses technical jargon that is difficult to understand

Answers: Question 1 a) Incorrect. While important, the statement focuses on how the AI is trained and performs across groups, 
not on data handling. b) Incorrect. The statement doesn’t mention providing users with insights into how the image recognition 
works. c) Correct. The mention of ‘diverse datasets’ and monitoring ‘performance differences across various demographic 
groups’ directly relates to ensuring the AI is fair and doesn’t discriminate. d) Incorrect. The focus is on the AI’s design and 
performance, not on who is responsible for errors or the environmental impact. Question 2 a) Incorrect. These are related to 
data privacy, which isn’t the focus of the actions described. b) Incorrect. This would relate to transparency, which isn’t the action 
highlighted. c) Correct. These are the concrete steps mentioned to mitigate bias and ensure fairness. d) Incorrect. This relates to 
accountability, which isn’t the action being described. Question 3 a) Incorrect. It goes beyond intentions by describing specific 
actions taken. b) Incorrect. Potentially arguable, but ‘strong’ is a better fit as it mentions specific steps and ongoing monitoring, 
indicating a more proactive approach. c) Correct. The mention of ‘diverse datasets’ and ‘continuously monitor’ suggests a 
proactive and ongoing commitment. d) Incorrect. The language used is relatively accessible.
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Statement 2: 
“We believe in transparent AI. Our AI-driven recommendation engine provides users with insights into the factors 
influencing the suggestions they see, empowering them to understand and control their experience.”
Question 1: The primary ethical principle emphasized in this statement is: 

a) Fairness and Inclusion

b) Transparency and Explainability

c) Data Privacy

d) Accountability

Question 2: According to this statement, how does the company aim to achieve transparency?

a) By not collecting user data for recommendations

b) By allowing users to challenge the recommendations

c) By providing users with insights into the factors behind the recommendations: 

d) By making the AI’s algorithms publicly available

Question 3: What is the potential benefit for the user highlighted in this statement regarding the AI recommen-
dations?

a) Increased accuracy and efficiency

b) Enhanced understanding and control over their experience

c) Guaranteed unbiased suggestions 

d) Direct communication with the AI system’s developers

Answers: Question 1 a) Incorrect. The focus is on providing users with understanding, not necessarily on ensuring equal 
outcomes.b) Correct. The statement explicitly mentions providing ‘insights into the factors influencing the suggestions,’ which 
is key to transparency.c) Incorrect. The statement doesn’t discuss how user data is collected, stored, or used.d) Incorrect. While 
transparency can contribute to accountability, it’s not the direct focus of this statement. Question 2 a) Incorrect. The statement 
implies data is used to generate recommendations.b) Incorrect. While this could be a good practice, it’s not mentioned as 
the way they achieve transparency in the factors influencing suggestions.c) Correct. This is explicitly stated in the sentence: 
‘provides users with insights into the factors influencing the suggestions’. d) Incorrect. Providing insights into factors is different 
from open-sourcing the entire algorithm. Question 3 a) While possible, the statement emphasizes understanding and control, 
not necessarily accuracy.b) Correct. The statement explicitly mentions ‘empowering them to understand and control their 
experience’.c) Incorrect. Transparency doesn’t automatically guarantee a lack of bias.d) Incorrect. This isn’t mentioned in the 
statement.
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Statement 3: 
“At [Company Name], we are committed to responsible AI development. Our AI systems are built with a focus on 
benefiting all users and adhering to legal requirements. We strive for continuous improvement in our AI ethics prac-
tices.”
Question 1: This statement can be best described as: 

a) A highly specific outline of ethical procedures

b) A general declaration of ethical intent and legal compliance

c) A detailed explanation of the AI’s technical architecture

d) A guarantee of perfect and unbiased AI performance

Question 2: What key aspect of ethical AI does this statement primarily emphasize?

a) Proactive bias mitigation strategies

b) Clear mechanisms for user feedback and appeals 

c) A broad commitment to responsibility and legal adherence

d) Transparency in data usage and algorithmic decision-making

Question 3: How does this statement approach the ongoing nature of AI ethics?

a) It suggests that ethical practices are a one-time implementation

b) It highlights a commitment to continuous improvement

c) It implies that legal compliance is sufficient for ethical AI

d) It does not address the evolving nature of AI ethics

Answers: Question 1 a) Incorrect. The statement uses broad terms and doesn’t detail specific procedures. b) Correct. It 
expresses a commitment to responsibility, benefiting users, and following laws. c) Incorrect. The statement focuses on ethical 
principles, not technical details.d) Incorrect. It mentions striving for improvement, implying that perfection isn’t guaranteed. 
Question 2: a) Incorrect. While implied in ‘benefiting all users,’ it’s not explicitly detailed. b) Incorrect. This isn’t mentioned in 
the statement.c) Correct. These are the main themes conveyed in the statement.d) Incorrect. This isn’t explicitly mentioned.. 
Question 3 a) Incorrect. The phrase ‘continuous improvement’ contradicts this. b) Correct. The phrase ‘We strive for continuous 
improvement in our AI ethics practices’ directly addresses this. c) Incorrect. While it mentions legal requirements, it also talks 
about ‘responsible AI development’ and ‘benefiting all users,’ suggesting a broader ethical commitment. d) Incorrect. The 
mention of ‘continuous improvement’ indicates an awareness of this.
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2.4 AI Legal Compliance 

The AI Act represents a landmark effort by the European Union to establish a comprehensive regulatory framework 
for artificial intelligence. It’s the EU’s first major attempt to regulate AI, aiming to ensure that AI systems developed, 
deployed, and used within the EU are safe, transparent, and respect fundamental rights. The Act seeks to foster 
innovation while mitigating the potential risks associated with AI.
A central feature of the AI Act is its risk-based approach to regulating AI systems. This means that the Act classifies 
AI systems into four distinct categories, each with varying levels of regulatory scrutiny, based on the perceived risk 
they pose:

The AI Act, in its pursuit of responsible AI development and deployment, outlines several key principles that apply 
to all non-prohibited AI systems. These principles, whether encouraged or mandated by the Act, are designed to 
ensure that AI technologies are used in a manner that is both beneficial and ethically sound.
First and foremost is Transparency. The Act emphasizes the importance of informing users when they are interacting 
with an AI system. This transparency is crucial for fostering trust and allowing users to make informed decisions 
about their interactions. It enables users to understand the nature of the technology they are engaging with and 
helps to avoid any potential deception.
Secondly, the Act stresses the need for Human Oversight. Particularly in high-risk AI systems, which can have 
significant impacts on individuals’ lives, the Act mandates that there must be provisions for human monitoring and 
control. This ensures that human judgment remains a crucial element in AI-driven decision-making, preventing AI 
systems from operating autonomously in situations where human intervention is necessary.
Furthermore, the Act highlights the importance of Robustness and Accuracy. AI systems should be designed and 
developed to perform reliably and safely. This principle underscores the need for AI systems to be dependable and 
to minimize the risk of errors or failures, especially in applications where safety is paramount.

1 Unacceptable Risk AI

These AI systems are deemed to pose an unacceptable level of risk to fundamental rights and are 
consequently banned outright. Examples of such systems include AI that manipulates human behavior 
to cause harm, real-time facial recognition in public spaces for law enforcement (with very limited 
exceptions), and social scoring systems that attempt to rank citizens based on their behavior or 
characteristics.

2 High-Risk AI

AI systems in this category are permitted but are subject to strict regulatory requirements. These 
systems are typically used in sensitive areas where AI decisions can have a significant impact on 
individuals’ lives. Examples include AI used in education (such as for automated grading), healthcare, 
law enforcement, recruitment processes, and access to essential public services.

3 Limited Risk AI

AI systems categorized as limited risk are generally allowed but must adhere to certain transparency 
obligations. A common example is chatbots or AI systems that interact with users, where there is a 
requirement to disclose that the user is interacting with a machine, ensuring users are aware they are 
not communicating with a human.

4Minimal Risk AI

AI systems that fall into the minimal risk category can be used freely, although responsible use is still 
strongly encouraged. Examples include AI used in spam filters or video game NPCs.
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Finally, the Act places significant emphasis on Data Governance. The quality of training data is fundamental to 
the performance and fairness of AI systems. Therefore, the Act mandates that training data must be relevant, 
representative, and free of bias. This ensures that AI systems are trained on data that accurately reflects the real 
world and does not perpetuate or amplify existing societal biases.

2.5 Responsibility and Data Protection 

AI systems often require access to substantial amounts of personal data to operate effectively. This necessity places 
significant ethical responsibilities on businesses regarding how they collect, store, and utilize this information. It’s 
crucial to remember that customers and users have a right to be fully informed about the ways in which their data is 
being collected, stored, and used. Transparency in data handling is not just a courtesy; it’s a fundamental requirement.
Furthermore, legal frameworks, such as the General Data Protection Regulation (GDPR) in Europe, impose stringent 
requirements on businesses to handle personal data responsibly. Failure to comply with these regulations can lead to 
serious legal consequences and significant damage to a company’s reputation. Therefore, it is essential to prioritize 
data protection and ensure that your business has a clear and comprehensive privacy policy. This policy should 
clearly articulate to customers how their data is being used, providing them with the necessary information to make 
informed decisions about their privacy. Moreover, businesses must obtain explicit consent before collecting any 
personal information and implement robust security measures to store data securely, effectively preventing data 
breaches and unauthorized access.

Data Protection and the GDPR: What You Need to Know When Using AI
The General Data Protection Regulation (GDPR) is the European Union law that governs how personal data is 
collected, stored, and used. It’s crucial to understand that GDPR applies to all sectors, and its rules must be strictly 
respected when using or interacting with AI systems that process personal data.
GDPR is built upon several core principles, each designed to protect individual rights and ensure responsible data 
handling. These include:

1 Consent

Individuals must provide clear and unambiguous permission before their data can be collected and 
used. This means that businesses must obtain explicit consent and avoid pre-ticked boxes or other 
forms of implied agreement.

2 Transparency

Individuals have the fundamental right to know precisely how their data is being used. This includes 
knowing what data is collected, for what purposes, and with whom it might be shared.

3 Data Minimization

Businesses should only collect the data that is strictly necessary to achieve a specific, defined purpose. 
Collecting excessive or irrelevant data is a violation of this principle.

4 Right to Access and Erasure

Individuals have the right to request access to the personal data a business holds about them. 
Furthermore, they can request that their data be deleted, a process known as the “right to be forgotten.”

5 Accountability

Organizations bear the responsibility of demonstrating their compliance with GDPR principles. 
This means implementing appropriate data protection measures, maintaining records of processing 
activities, and being prepared to demonstrate compliance to regulatory authorities.
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AI systems often rely on processing large datasets to function effectively, and these datasets may include personal 
or sensitive data. This reliance creates specific challenges in the context of GDPR compliance. Violations of GDPR 
can occur in two key ways:

By the Vendor: The company or developer providing the AI system may not have designed their system to store 
or process data in a manner that complies with GDPR. This could involve inadequate data security, lack of 
transparency in data processing, or failure to obtain proper consent.
By the User/Practitioner: Individuals using AI tools, such as ChatGPT or automated systems, may unknowingly 
input personal data without obtaining the necessary permission or implementing proper anonymization 
techniques. This can lead to data breaches or violations of data minimization principles.

To ensure you’re using AI in a way that respects GDPR and protects user privacy, let’s break down the essential ‘Dos’ 
and ‘Don’ts’:

Prioritize Anonymized or Synthetic Data: When you’re testing or training AI models, always use anonymized 
or synthetic data whenever possible. This is a non-negotiable step for minimizing the risk of exposing personal 
information. Think of it as a fundamental principle of responsible AI development.
Thoroughly Vet AI Vendors: Before you even consider using an AI system, carefully check whether the AI vendor 
complies with GDPR. Scrutinize their privacy policies and data processing agreements. Don’t make assumptions 
– verification is key.
Obtain Informed Consent (Explicitly): You must get informed consent from individuals before processing their 
personal data with AI. This isn’t about vague statements; it’s about clear, specific, and unambiguous consent.
Maintain Meticulous Records: Keep detailed and accurate records of how data is used within your AI systems 
and who has access to it. This is essential for accountability and demonstrating your commitment to GDPR 
compliance.

Never Input Personal Data into Public or Free AI Tools: It’s extremely risky to input personal or sensitive data 
into public or free AI tools. You have limited control over how that data is handled, and it’s a recipe for potential 
GDPR violations.
Don’t Assume Automatic Compliance: Never assume that AI systems are automatically compliant with GDPR 
simply because they are publicly available. This is a dangerous misconception. You have a responsibility to verify 
compliance.
Avoid AI-Driven Decisions Without Human Review: Do not use AI tools to generate decisions that significantly 
affect people’s lives without human review. This is especially critical in areas like hiring, lending, or legal 
assessments. Human judgment is crucial to ensure fairness and avoid bias.
Don’t Rely on Default Settings: It’s absolutely essential to avoid relying on default settings. Always configure 
privacy settings within AI tools to align with your specific GDPR obligations. This proactive approach is essential 
for data protection.

To ensure responsible AI implementation, consider this checklist before deploying any AI tool:

⬜Does the AI tool fall into a high-risk category as defined by the AI Act?
⬜Is the AI’s operation transparent and its decision-making process explainable?
⬜Is the AI vendor demonstrably compliant with GDPR regulations?
⬜Are you inputting only necessary, non-personal data, or is the data effectively anonymized?
⬜Do you have a clearly defined and lawful purpose for processing any associated data?
⬜Have you provided clear and adequate information to individuals who will be affected by the AI tool?

DO

DON’T
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2.6 Data Security and Information Management 

The AI tools and applications we’ve explored, from personalized marketing to automated customer service, all share 
a fundamental characteristic: they ‘think’ using data. This reliance on data, especially personal data, introduces 
privacy considerations that businesses must address, but also critical security measures. Security measures are 
policies, procedures, and technologies that protect people, assets, and information from threats. They can be 
physical, operational, or management-based.
For entrepreneurs, protecting sensitive information, whether it belongs to customers, employees, or the business 
itself is crucial. Without robust data security measures and effective information management practices, you’re 
not just risking financial losses; you’re putting your company’s reputation on the line and potentially facing severe 
legal repercussions. It’s not just about compliance; it’s about building unshakeable trust with your customers: data 
breaches can erode customer confidence in an instant.
Considering day by day operations, managing data security and defending against a relentless barrage of cyber 
threats is not only a matter of technical barriers. You must train your employees to become cybersecurity 
gatekeepers, able to spot suspicious emails and avoid the temptation of clicking on unknown links. Think of it as 
empowering them to be the first line of defense.
Take as example phishing, a very common threat. Imagine this: scammers craft incredibly convincing fake emails or 
messages, pretending to be a company you trust, all with the goal of tricking you into revealing personal or financial 
information. It’s a digital con game, and it can be devastating. 
And let’s not forget the basics, because they’re still critical. Weak passwords are an open invitation for hackers. 
Simple, reused passwords are like leaving your front door unlocked. Enforce the use of strong, unique passwords for 
every account and, even better, and explore other measures like turning on two-factor authentication. This adds an 
extra layer of security, making it much harder for hackers to break in.
Finally, consider the dangers of unsecured networks. Using public Wi-Fi or networks with weak protection is like 
broadcasting your data for anyone to see. Hackers can easily intercept information in transit. A virtual private 
network (VPN) acts as a secure tunnel for your internet connection, and securing all your networks with strong 
passwords is non-negotiable.
In conclusion, entrepreneurs have a powerful opportunity to set the standard for data security and ethical 
information management. By implementing strong cybersecurity measures and educating your teams, you can 
build a business that not only protects its own information and assets but also earns customer loyalty, enhances its 
brand reputation, and minimizes financial risks.
To achieve this, remember these key steps:

Invest in 
comprehensive 
data protection 
best practices for 
your employees 
and your 
customers.

Secure your 
software and 
choose robust 
storage solutions.

Keep a close watch 
on emerging 
cybersecurity 
threats and 
evolving 
regulations.

Make data 
security a core 
value within your 
business.
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Unit 3 -  Data Security & Ethics

3.1 AI Awesomeness and Threats

Working with AI often feels magical because it can do things that once seemed impossible and faster. Tools powered 
by AI, like large language models (LLMs), can chat with you, suggest business strategies, or even generate ideas. 
However, it’s not really magic, AI uses advanced algorithms and vast amounts of data to produce results. 
Why does staying updated matters? AI is constantly evolving, and staying informed will keep you ahead of the curve. 
As trends develop, new tools will emerge that could transform how you work. Investing a little time in learning can 
mean huge advantages for your business.

AI offers exciting opportunities, but it’s not without challenges. Like any tool, AI comes with risks that you should 
consider:

Accuracy Issues 
The results AI generates are not always 100% correct. Even advanced models can make mistakes or provide 
outdated information. This is why it’s vital to verify results! Don’t just take AI’s word for it!
Data Privacy
Some free AI tools collect and store user data. Be cautious when sharing sensitive business and personal 
information.
Over-Reliance on AI
While AI is powerful, you still need your instincts and expertise to make strategic decisions. AI can guide you, but 
the final call should be yours.

3.2 Misconceptions and Fears when It Comes to AI

Let’s address one of the biggest hurdles: the way AI is portrayed in movies and the media: self-directed, autonomous, 
menacing, competing against humans! But in reality, AI tools in business are here to help, and you don’t want to lose 
this opportunity!
However, change is hard, especially when it involves something as seemingly complex as AI. Entrepreneurs might 
feel emotional barriers to change, such as:

Feeling overwhelmed by Tech Jargon
Feeling unprepared or out of their depth
Worrying about making mistakes or wasting resources.
Preferring to stick to what’s familiar, even if newer tools might save time or effort.

These fears are completely normal. But the good news is, overcoming them is possible! Starting with small steps 
and trying to use free AI or demo versions of tools, as suggested in the previous chapters, was already a good start! 
Years ago, speaking to our devices seemed strange. But today, we think nothing of asking our phones, “What’s the 
weather today?” or commanding our GPS to “Navigate home.” This shift didn’t happen overnight, it took time for 
people to accept and trust these technologies. The same gradual trust-building applies to using AI in your business.
Now let’s have a look at  some common AI-related examples of misconceptions that you or your team might 
encounter:

“AI Will Take Over My Job” 
AI doesn’t make decisions for you, it assists you. Think of it as a smart assistant, not a replacement.

!
!
!
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“AI Is Too Expensive”
Many AI tools offer free versions or affordable plans, perfect for small businesses.

“AI Is Too Complicated” 
Many tools are designed for beginners and come with simple tutorials. Vendors offer support packages.

By addressing misconceptions and fears, you can open the door to the opportunities AI offers. 

3.3 Risks of Missing the Wave

Failing to keep up with AI developments entails some key risks. You probably remember these recent cases of 
resistance to change, lagging behind in technology, in the field of entertainment and communications:

1.	 When digital downloads and streaming services like iTunes and Spotify began to emerge, many traditional 
music companies were slow to adapt. They clung to physical CD sales, underestimating the shift in consumer 
behaviour. This delay allowed tech companies to dominate the music distribution market, leaving some 
traditional players struggling to catch up.

2.	 Many newspapers were slow to transition to digital platforms, believing that print media would remain the 
primary source of news. As a result, online news outlets gained significant market share, and some traditional 
newspapers faced declining readership and revenue. 

The adoption of AI is moving at a lightning-fast pace, and businesses that don’t keep up risk being left behind. But 
embracing AI doesn’t have to be overwhelming. By starting small, staying informed, and learning from the lessons 
of the past, entrepreneurs can harness the power of AI to grow their businesses and stay competitive. Consider 
the following examples to start your personal brainstorming and add risks that are characteristic of your business 
sector or management style:

Falling Behind Competitors 
Imagine running a business and realising your competitors are offering better services at a lower cost because 
they’ve integrated AI into their operations. For example, they might use AI to automate tasks, saving time and 
cutting expenses, while you’re still relying on manual processes. Is this a near scenario in your case?
Missed Opportunities 
AI opens up incredible marketing possibilities, from understanding customer preferences to creating 
personalised marketing strategies. Without AI, you could miss out on tools that could help you optimize your 
business strategies.Is this a near scenario in your case?
Struggling to Adapt Later 
The longer you wait to consider the adoption of AI Tools, the harder it could become to integrate it into your 
business. By then, you could find yourself playing catch-up, struggling to learn new tools and adapt to a market 
that has moved on. Is it an exaggerated scenario in your case?
Any other risks of late adoption that you can think about?

!

!

!

!
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ACTIVITY: “SELF REFLECTION QUESTIONNAIRE”

Introduction
Take a moment to reflect on what you have learned and your previous experience with Artificial Intelligence (AI). It 
will help you to identify your learning needs and the next steps you are willing to take to level-up!
This questionnaire aims to help you reflect on your understanding of Artificial Intelligence (AI) and its potential for 
your business.

Part 1: Your Understanding and Experience with AI
How familiar are you with AI and its role in today’s business world? (1 answer only)

( ) I’m new to AI and its business applications. 
( ) I’ve heard about AI and its benefits/risks but haven’t explored much. 
( ) I have a basic understanding of AI concepts and its relevance to business. 
( ) I use AI tools occasionally and am learning how they work. 
( ) I use AI tools regularly and have a good understanding of their applications.

Have you used any AI tools in your work or for your business? (e.g., chatbots, content generators, scheduling apps) 
(1 answer only) 

( ) No, but I’m open to trying. 
( ) Yes, I’ve tried some, but I’m still exploring their effectiveness. 
( ) Yes, I use them regularly and find them helpful.

Part 2: Exploring the Potential of AI for Your Business
Which of the following potential benefits of AI excites you the most for your business? (Tick all that apply) 

[ ] Saving time and money through automation of tasks. 
[ ] Making better, data-driven decisions through analysis. 
[ ] Boosting creativity in areas like content generation or marketing ideas. 
[ ] Improving customer service and engagement. 
[ ] Gaining a competitive edge through innovation. 
[ ] Other (Please specify: _________)

Part 3: Considering Your Approach to AI
How comfortable do you feel verifying the results provided by AI tools? (1 answer only)

( ) Very comfortable – I always double-check critical information. 
( ) Somewhat comfortable – I try to verify important outputs. 
( ) Not very comfortable – I would like to improve my ability to assess AI results.

How cautious are you about sharing sensitive business data with AI tools? (1 answer only)
( ) Very cautious – I always carefully review privacy policies and data security measures. 
( ) Somewhat cautious – I consider data privacy but might overlook some details. 
( ) Not very cautious – I haven’t given it much thought.
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What are your concerns about adopting AI for your business? (Tick all that apply) 
[ ] It seems too complicated to understand and implement. 
[ ] I’m worried about making mistakes or choosing the wrong tools. 
[ ] I’m concerned about the cost of implementation. 
[ ] I have concerns about data privacy and security. 
[ ] Other (Please specify: __________)

Part 4: Your Engagement with AI Learning and Trends
How often do you stay updated on the latest AI trends, tools, and best practices relevant to business? (1 answer 
only)

( ) Frequently – I actively seek out new information. 
( ) Occasionally – I come across information and find it interesting. 
( ) Rarely – I don’t actively follow AI developments.

Do you believe that understanding and utilizing AI can offer your business a competitive advantage? (1 answer 
only)

( ) Definitely – I see it as a crucial factor for future success. 
( ) Possibly – I’d like to see more concrete examples in my industry. 
( ) I’m not sure yet – I’m still evaluating its potential value.

Thinking about businesses that were slow to adopt new technologies, how does that make you feel about the 
potential of AI? (1 answer only)

( ) Motivated to learn and adapt quickly to avoid being left behind. 
( ) Curious to understand how to proactively integrate new technologies. 
( ) Neutral – I believe my business is different.

Part 5: Taking Your Next Step with AI
What are the steps you are considering taking to explore or learn more about AI for your business in the near fu-
ture? (Tick all that apply) 

[ ] Researching free or affordable AI tools. 
[ ] Reading introductory materials on AI basics. 
[ ] Connecting with other professionals using AI. 
[ ] Identifying a specific business problem that AI might help solve. 
[ ] Experimenting with a readily available AI application. 
[ ] Other (Please specify: __________)
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ACTIVITY: “GET YOUR BADGE!”

Final Assessment: “Quiz” 
Choose the best answer for each question.
Category 1

1.	 Which of the following best defines Artificial Intelligence (AI)?

a) The use of physical robots to automate manufacturing processes.
b) The development of computer systems to perform tasks requiring human-like intelligence.
c) A type of software that only analyzes numerical data.
d) The complete replacement of human workers by automated machines.

2.	 Which of the following is a core component of Natural Language Processing (NLP)?

a) Analyzing stock market trends to predict financial outcomes.
b) Enabling computers to understand, interpret, and generate human language.
c) Using sensors to guide the movements of self-driving vehicles.
d) Automating the physical sorting and delivery of mail.

3.	 How do AI systems primarily learn and improve their performance?

a) By following pre-programmed instructions without any modification.
b) By analyzing large datasets and identifying patterns using algorithms.
c) Through direct manipulation of their hardware components.
d) By randomly generating outputs until they find a correct solution.

4.	 What is a key difference between machine learning and deep learning?

a) Machine learning uses complex neural networks, while deep learning relies on simpler algorithms.
b) Deep learning is a subset of machine learning that utilizes neural networks with multiple layers.
c) Machine learning is applied to unstructured data, whereas deep learning is used for structured data.
d) There is no significant difference; the terms are interchangeable.

5.	 Which of the following is a practical application of AI in customer service?

a) Using robots to physically assist customers in a store.
b) Employing chatbots to provide instant answers to customer inquiries.
c) Manually entering customer data into a database.
d) Designing the physical layout of a customer service center.
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6.	 How can AI contribute to marketing efforts?

a) By replacing all human creativity in marketing campaigns.
b) By analyzing customer data to create personalized advertisements.
c) By physically distributing marketing materials to potential customers.
d) By setting up and maintaining the hardware for marketing computers.

7.	 What is a significant benefit of automating repetitive tasks with AI?

a) It eliminates the need for any human oversight in the workplace.
b) It allows employees to focus on more strategic and creative work.
c) It guarantees that AI systems will never make any errors.
d) It reduces the importance of data security and privacy.

8.	 What is a potential ethical consideration when implementing AI in business?

a) The increased speed of data processing.
b) The potential for job displacement and algorithmic bias.
c) The enhanced ability to personalize customer experiences.
d) The improved accuracy of data analysis.

9.	 Which of the following is an example of AI’s application in data analysis?

a) Automating the physical delivery of goods.
b) Identifying patterns and trends in large datasets.
c) Controlling the temperature in a building.
d) Designing the user interface of a website.

10.	What role does human oversight play in AI-driven processes?

a) Human oversight is unnecessary as AI systems are always accurate.
b) Human oversight is only required during the initial setup of AI systems.
c) Human oversight is essential for verifying AI outputs and making strategic decisions. 
d) Human oversight slows down the efficiency of AI systems.
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 Category 1, Answers: 1. b, 2. b, 3. b, 4. b, 5. b, 6. b, 7. b, 8. b,  9. b, 10. b
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Category 2
1. What is the primary benefit of AI-powered chatbots for businesses?

a) They replace human customer service agents entirely.
b) They provide 24/7 customer support and handle routine inquiries. 
c) They can physically guide customers through a store.
d) They design the visual layout of a company website.

2. How can AI assist in sales processes?

a) By physically demonstrating products to customers.
b) By analyzing customer data to predict sales and personalize offers. 
c) By manufacturing the products that a company sells.
d) By managing the company’s finances.

3. What is a potential risk associated with relying heavily on AI in decision-making?

a) An increase in the speed and efficiency of decisions.
b) The possibility of overlooking important human factors or ethical considerations. 
c) A reduction in the amount of available data for analysis.
d) A decrease in the complexity of business operations.

4. How might AI be used to optimize supply chain management?

a) By physically transporting goods between warehouses.
b) By predicting demand and automating inventory management.
c) By designing the packaging for products.
d) By creating marketing materials for new products.

5. Which of the following is NOT a typical application of AI in healthcare?

a) Diagnosing diseases from medical images.
b) Developing personalized treatment plans.
c) Automating surgical procedures entirely without human supervision.
d) Predicting patient risk and optimizing hospital workflows.
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6. What is the role of algorithms in AI systems?

a) Algorithms are the physical components of AI systems.
b) Algorithms are sets of rules that enable AI to process information and make decisions.
c) Algorithms are used to generate random outputs without any pattern.
d) Algorithms are only used in simple AI applications like calculators.

7. Which of the following best describes the concept of “machine learning”?

a) Programming computers to perform specific tasks without learning from data.
b) Enabling computers to learn from data without explicit programming.
c) Designing the physical appearance of robots.
d) Creating abstract art using computer programs.

8. What is a key characteristic of deep learning?

a) It relies on simple linear equations to analyze data.
b) It uses neural networks with multiple layers to process complex information.
c) It is only applicable to processing text data.
d) It does not require large amounts of data for training.

9. Why is it important to consider the ethical implications of AI?

a) Ethical considerations are irrelevant to the development of AI.
b) AI systems can perpetuate biases present in the data they are trained on.
c) Ethical considerations only apply to AI used in military applications.
d) AI systems are inherently fair and unbiased.

10. What is the overall impact of AI on the future of work?

a) AI will completely eliminate the need for human workers in all jobs.
b) AI will create new job opportunities while also automating some existing tasks.
c) AI will have no significant impact on the job market.
d) AI will only affect low-skilled jobs and will not impact high-skilled professions.

 Category 2, Answers: 1. b, 2. b, 3. b, 4. b, 5. c, 6. b, 7. b, 8. b,  9. b, 10. b
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Category 3
1. According to the text, what extends beyond mere legal compliance in the ethical use of AI? 

a) The technical complexity of AI algorithms. 
b) The widespread adoption of AI. 
c) Critically examining AI for fairness and transparency.
d) The speed and efficiency of AI.

2. The UNESCO Recommendation on the Ethics of AI emphasizes that AI should: 

a) Prioritize economic growth for member states. 
b) Operate with complete autonomy. 
c) Benefit humanity, respect human rights, and contribute to sustainable development.
d) Focus on developing artificial general intelligence.

3. In the context of ethical AI, “Transparency & Explainability” in business practices primarily refers to: 

a) Protecting AI algorithms. 
b) Ensuring rapid AI decision-making. 
c) Making users aware of AI interaction.
d) Limiting AI training data.

4. The principle of “Accountability” in ethical AI for automated customer service suggests: 

a) AI chatbots are solely responsible. 
b) Customers train to use chatbots. 
c) Clear responsibility for AI errors.
d) AI learns without human oversight.

5. According to the text, a key action for “Inclusion & Non-discrimination” in recruitment tools is: 

a) Prioritizing efficient resume screening. 
b) Training AI on past successful hires. 
c) Testing for bias and using diverse data.
d) Relying solely on AI’s objective assessment.
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6. The EU’s AI Act primarily aims to: 

a) Halt all AI development within its borders. 
b) Encourage unrestricted AI advancement. 
c) Regulate AI for safety, rights, transparency, and innovation.
d) Prioritize AI’s economic advantages above all else.

7. According to the AI Act, real-time facial recognition in public spaces for law enforcement is generally classified as: 

a) High-Risk AI. 
b) Limited Risk AI. 
c) Unacceptable Risk AI.
d) Minimal Risk AI.

8. AI systems used in recruitment processes within the EU are categorized under the AI Act as: 

a) Minimal Risk AI. 
b) Limited Risk AI. 
c) High-Risk AI.
d) Unacceptable Risk AI.

9. A key principle outlined in the AI Act for all non-prohibited AI systems is: 

a) Complete algorithmic autonomy. 
b) Exclusive reliance on automated decision-making. 
c) The importance of Transparency to users.
d) The minimization of data usage in training.

10 The AI Act’s “Data Governance” primarily aims for training data that is: 

a) Small and easily processed. 
b) Relevant, representative, and unbiased.
c) Publicly available and free to use. 
d) Processed at maximum speed.
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 Category 3, Answers: 1. c, 2. c, 3. c, 4. c, 5. c, 6. c, 7. c, 8. c,  9. c, 10. b



46

C H A P T E R  1 :  R E A D Y  S E T  G R O W

Category 4
1. A fundamental requirement highlighted in the text regarding the handling of customer data is: 

a) Automated processing for efficiency. 
b) Complete anonymization of all data. 
c) Full transparency about data usage.
d) Sharing data with all relevant third parties.

2. According to the text, failure to comply with data protection regulations like GDPR can lead to: 

a) Improved customer trust. 
b) Increased innovation speed. 
c) Legal consequences and reputational damage.
d) Greater access to international markets.

3. Under GDPR, before personal data can be collected and used, individuals must provide: 

a) Implied agreement through continued service use. 
b) Pre-ticked boxes on online forms. 
c) Clear and unambiguous permission. 
d) General acceptance of the website’s terms.

4. The GDPR principle of Data Minimization suggests that businesses should: 

a) Store all collected data indefinitely. 
b) Collect only the data strictly necessary for a specific purpose.
c) Collect as much data as possible for future analysis. 
d) Regularly aggregate data from various sources.

5. The “right to be forgotten” under GDPR allows individuals to request: 

a) Access to all data held about them. 
b) Correction of inaccurate personal data. 
c) Deletion of their personal data.
d) Restriction of processing of their data.
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6. The text emphasizes that organizations using AI and processing personal data bear the responsibility of: 

a) Blaming AI vendors for any data breaches. 
b) Assuming the AI system is GDPR compliant. 
c) Demonstrating their compliance with GDPR principles.
d) Informing regulatory authorities only after a violation occurs.

7. When testing or training AI models, the text strongly recommends prioritizing the use of: 

a) Real-time customer data. 
b) Publicly available datasets. 
c) Anonymized or synthetic data.
d) The largest datasets available.

8. A risky practice to avoid when using public or free AI tools is: 

a) Regularly updating the software. 
b) Inputting personal or sensitive data.
c) Using strong passwords for accounts. 
d) Exploring the tool’s various features.

9. In areas like hiring or lending, the text advises against using AI for decisions that significantly affect people’s 
lives without: 

a) Consulting with AI ethicists. 
b) Implementing strict algorithmic controls. 
c) Human review of the AI’s output.
d) Obtaining explicit consent for the AI’s use.

10. Regarding privacy settings within AI tools, the text stresses the importance of: 

a) Accepting default configurations for ease of use. 
b) Regularly resetting them to maintain security. 
c) Always configuring them to align with GDPR obligations.
d) Relying on the vendor’s pre-set privacy standards.
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 Category 4, Answers: 1. c, 2. c, 3. c, 4. b, 5. c, 6. c, 7. c, 8. b,  9. c, 10. c
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Chapter 2: I am an AI Model

Unit 2.1 Starting from scratch

You hear about Artificial Intelligence (AI) everywhere, but what does it really mean for your business? Is it just hype 
for big corporations, or are there practical ways AI is already working that you could potentially leverage?
This chapter is about demystifying common AI features and helping you identify potential, pragmatic opportunities 
for your business, no matter its size.

2.1.1 Recognizing Opportunities for Your Business

1. Personalized Recommendations
Think about how streaming services like Netflix or e-commerce giants like Amazon seem to know exactly what 
you want to watch or buy next – it feels personal and keeps you engaged. This isn’t magic; it’s AI leveraging your 
past behavior (clicks, purchases, views) and comparing your patterns with users who have similar tastes. Using 
techniques like Machine Learning and approaches called Collaborative and Content-Based Filtering, the AI makes 
educated guesses or predictions about what you’ll find most relevant. Understanding this principle of learning from 
user data to personalize experiences opens up interesting possibilities for businesses of all sizes.

Business Opportunity
Could you personalize the experience on your website? Even simple things like showing returning customers 
relevant products/services? 
Can you segment your email marketing based on past purchases or interests to make campaigns more effective? If 
you offer services, can you suggest add-ons based on a client’s profile or past projects?
What customer data do you already collect (ethically!) that could help you offer more personalized interactions?

Key Terms
Machine Learning (ML): AI learning from data. Systems find patterns and improve performance on tasks 
based on experience (data), rather than being explicitly programmed for every scenario.
Collaborative Filtering: Recommending items based on what similar users liked (e.g., “People who liked this 
also liked...”).
Content-Based Filtering: Recommending items based on their similarity to items you liked in the past (e.g., 
“Because you watched this action movie...”).

2. Voice Assistants and Chatbots
You’ve likely asked Siri or Alexa for information, or interacted with a chat window popping up on a website offering 
help. These conversational AI tools work by using Natural Language Processing (NLP) to decipher the meaning 
behind your spoken or typed words, not just the keywords. Behind the scenes, Machine Learning allows them to 
constantly learn from interactions to improve their understanding and responses, while Dialog Management 
systems help them maintain a logical conversation flow. The ability for AI to understand and respond to human 
language offers powerful avenues for customer interaction and support.

Business Opportunity
Could a simple chatbot on your website answer Frequently Asked Questions (FAQs) 24/7, freeing up your team’s 
time? 
Can it improve customer service response times for common issues? 
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What are the top 3-5 repetitive questions your customers or potential leads ask? Could a chatbot handle these 
effectively?

Key Terms:
Natural Language Processing (NLP): Enabling computers to understand, interpret, and respond to human 
language (spoken or written).
Machine Learning (ML): Allowing the system to learn and improve its understanding and responses from 
the conversations it has.
Dialog Management: The ‘brain’ that controls the back-and-forth flow of the conversation, ensuring it 
makes sense.

3. Autocorrect and Predictive Text
We’ve all experienced smartphone keyboards correcting our typos or suggesting the next word, sometimes 
helpfully, sometimes humorously. This everyday feature relies on AI analyzing vast amounts of text data to 
understand common word sequences, probabilities, and typical errors (Statistical Models, NLP). Furthermore, 
Machine Learning helps these tools adapt to your individual writing style over time. While seemingly simple, this 
demonstrates AI’s power to learn patterns and predict outcomes, enhancing communication efficiency.

Business Opportunity 
Where does written communication create bottlenecks in your business? 
AI-powered writing tools  could help your team communicate more effectively and efficiently (emails, reports, 
marketing copy)? 
Where could AI assist in drafting or refining communications to save time?

Key Terms:
Statistical Models: Using math (probability, statistics) to find patterns in language and predict the likelihood 
of words or sequences.
Natural Language Processing (NLP): Understanding the structure and context of language to make relevant 
corrections or suggestions.
Machine Learning (ML): Enabling the tool to learn your specific vocabulary and typing habits to personalize 
its predictions.

4. Image Recognition
The ability for AI to understand visuals has implications far beyond photo albums. This capability comes from AI 
learning to ‘see’ and interpret visual information. By training on millions of labeled images using techniques like 
Deep Learning and Convolutional Neural Networks (CNNs) (systems loosely inspired by the human brain’s visual 
processing), AI can identify objects, people, text, and even complex scenes within digital images or videos (Computer 
Vision). 
Business Opportunity 
Could AI help automatically tag product images or allow customers to search visually? Analyze customer-uploaded 
images for trends? 
Could AI help digitize documents by ‘reading’ scanned images? Monitor quality control visually in some production 
settings? 
Does your business rely on visual information (product photos, documents, inspections)? Could AI help automate 
any part of processing this visual data?
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Key Terms:
Deep Learning: An advanced type of Machine Learning using complex structures (like CNNs) to learn 
intricate patterns from huge datasets, often used for image and speech recognition.
Convolutional Neural Networks (CNNs): A specific type of AI architecture, particularly effective for 
analyzing images.
Computer Vision: The broader field of enabling computers to ‘see’ and interpret visual information from the 
real world (images, videos).

5. Spam Filters and Smart Sorting
Services like Gmail or Outlook automatically sort messages into categories like primary, promotions, or spam by 
using Machine Learning to recognize patterns associated with unwanted or specific types of mail. Techniques like 
Bayesian Filtering calculate spam probability, while NLP helps understand the actual content and context for more 
nuanced classification, even identifying phishing attempts. This intelligent sorting and filtering is crucial for effi-
cient and secure business communication.

Business Opportunity 
Could AI help automatically sort incoming customer inquiries (e.g., sales vs. support) based on content? 
Robust spam and phishing filters are crucial for business security. Is your business adequately protected against 
email-based threats?
Could analyzing the topics of inbound emails (anonymously and ethically) provide insights into customer needs?

Key Terms
Machine Learning (ML): Training the system to identify patterns that distinguish spam from legitimate 
email, improving over time.
Bayesian Filtering: A statistical technique used to calculate the probability an email is spam based on the 
words it contains.
Natural Language Processing (NLP): Understanding the meaning and context of email content for better 
classification (e.g., separating promotions from primary correspondence).

6. AI-Powered Fraud Detection
These systems operate in real-time, using Anomaly Detection algorithms to spot activities that deviate significantly 
from your normal spending patterns or known fraudulent tactics. They employ Machine Learning trained on vast 
datasets of historical transactions (both legitimate and fraudulent) to constantly refine their ability to recognize 
suspicious signals and adapt to new scammer techniques. For businesses handling transactions, this AI capability is 
vital for security.

Business Opportunity
What level of fraud risk does your business face? 
Are you sure your payments online processor is transparent about their fraud detection methods ?
Could AI tools help monitor internal transactions or supplier invoices for anomalies ?

Key Terms:
Anomaly Detection: Identifying data points or events that are unusual and don’t fit the expected pattern.
Machine Learning (ML): Training models on past transaction data to learn the subtle patterns associated 
with fraud.
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7. Smarter Operations: From Smart Homes to Smart Businesses
Many of us have seen or used smart home devices, like thermostats that learn your schedule or lights that turn on 
when you enter a room. The core idea is using sensor data (Internet of Things - IoT) combined with AI (Machine 
Learning) to learn patterns and automate actions for convenience and efficiency. Voice control often relies on NLP, 
while Contextual Awareness allows devices to adjust based on current conditions. These same principles of learn-
ing, sensing, and automating can be applied within a business setting to optimize operations.

Business Opportunity 
Could smart thermostats or lighting reduce energy bills in your office, store, or workshop? Could IoT sensors con-
nected to AI monitor critical conditions (e.g., temperature in food storage, machine performance) and alert you to 
issues? 
Are there simple automation opportunities in your physical business environment that could save costs or prevent 
problems?

Key Terms
Internet of Things (IoT): Network of physical devices (sensors, appliances, etc.) connected to the internet 
to collect and share data.
Machine Learning (ML): Allowing devices to learn user preferences and environmental patterns to auto-
mate actions (like adjusting temperature).
Natural Language Processing (NLP): Enabling voice control for smart devices.
Contextual Awareness: The ability of the device to understand the current situation (time, occupancy, 
weather) to make smarter adjustments.

8. AI in Content Moderation
Social media platforms face a deluge of content daily; AI provides the first line of defense in managing it. Have you 
noticed how platforms automatically flag or hide spammy or potentially abusive comments? They use AI trained to 
analyze text (NLP), images (Computer Vision), and even emotional tone (Sentiment Analysis) to identify content that 
likely violates community standards. These Machine Learning models are trained on millions of examples to learn the 
patterns associated with problematic content, helping maintain a baseline level of civility and safety online.

Business Opportunity
How important is monitoring online comments and mentions for your brand? 
If you have an active social media presence or online community, are you monitoring comments effectively? AI sen-
timent analysis tools could help gauge overall customer feeling from reviews or social media mentions.

Key Terms
Natural Language Processing (NLP): Analyzing text comments to detect hate speech, bullying, or spam.
Computer Vision: Analyzing images and videos to identify inappropriate visual content.
Sentiment Analysis: Determining the emotional tone (positive, negative, neutral) expressed in text.
Machine Learning (ML): Training the AI on examples of violating content to improve automatic detection.

9. AI and Search Engines
When you search on Google, it feels like it almost reads your mind, often understanding vague queries or typos. This 
is because search engines have evolved far beyond simple keyword matching. They use sophisticated AI, including 
NLP to grasp the intent and context behind your search, and complex Ranking Algorithms, constantly refined by 
Machine Learning (analyzing user clicks, content quality, site authority, etc.), to determine which results are most 
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relevant and trustworthy. Features like direct answers often come from structured Knowledge Graphs. Under-
standing this AI-driven process is essential for online visibility.

Business Opportunity
Do you have a company strategy for Search Engine Optimization (SEO), to optimize your “sercheability”? Have you 
adapted these strategies recently?
How well is your business website is optimized for how potential customers search today? Are you creating content 
that AI algorithms are likely to see as valuable and relevant?

Key Terms
Natural Language Processing (NLP): Understanding the meaning and intent behind your search query, not 
just the keywords.
Ranking Algorithms: The complex formulas search engines use to order search results based on relevance 
and quality.
Machine Learning (ML): Continuously improving the ranking algorithms based on user interactions and 
feedback.
Knowledge Graphs: Large databases of interconnected facts and relationships that allow search engines to 
provide direct answers and rich information snippets.

10. AI Translation
The ability to instantly translate text or even conversations using tools like Google Translate has dramatically low-
ered language barriers. Modern AI translation goes beyond simple word-for-word substitution, employing Neural 
Machine Translation (NMT) powered by Deep Learning. These systems analyze the context of entire sentences and 
utilize NLP to understand grammatical structures and idiomatic expressions, resulting in significantly more natural 
and accurate translations than older methods. 

Business Opportunity
Could AI translation help you affordably translate your website, marketing materials, or basic customer support 
documentation to reach non-native speaking customers? 
Does your staff know how to use translation tools for quick understanding when dealing with international suppli-
ers or partners?
Could language barriers be limiting your potential market? Would using AI translation for specific content open up 
new opportunities, even if professional translation is needed for critical items?

Key Terms:
Neural Machine Translation (NMT): An advanced approach using AI (often Deep Learning) to translate 
whole sentences in context for more natural results.
Deep Learning: A type of Machine Learning enabling NMT models to learn complex language patterns from 
vast amounts of multilingual text.
Natural Language Processing (NLP): Crucial for understanding grammar, idioms, and nuances in both the 
source and target languages.

11. AI Assistants and Help Desks
Many companies now use chatbots as the first point of contact for customer service, providing instant answers 
to common questions. These AI assistants utilize NLP to comprehend customer inquiries (typed or spoken). Con-
versational Agents then access a knowledge base to deliver immediate, automated responses. Critically, Machine 
Learning allows these systems to learn from every interaction, improving their accuracy and helpfulness over time, 
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while Sentiment Analysis can help detect customer frustration and escalate issues to a human when needed. 
Business Opportunity
What percentage of your customer service inquiries are routine and could potentially be handled by an AI assistant? 
What would be the impact of using bots on your team’s workload and customer satisfaction?

Key Terms
Natural Language Processing (NLP): Understanding the customer’s question or problem expressed in their 
own words.
Conversational Agents: The chatbot program itself, designed to interact with users.
Machine Learning (ML): Enabling the chatbot to get smarter and provide better answers based on past 
interactions.
Sentiment Analysis: Gauging the customer’s emotional state (e.g., happy, frustrated) to guide the response 
or escalate if necessary.

As you’ve seen, the principles behind many AI features are already integrated into tools we use daily, and they can 
offer tangible opportunities for businesses, but they are not “one size fits all” services, nor are they ready-made 
solutions. Adapting the tools to your business processes is the key!
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ACTIVITY: “IDENTIFYING WHERE AI TECHNIQUES ARE USED”

Introduction:
This activity tests your understanding of which specific AI techniques power the different features we explored. 
For each AI technique listed below, select all the features that were described in the chapter text as utilizing that 
particular technique. Remember, a single feature often uses multiple techniques!
Instructions:
Read each question carefully. Select all the feature checkboxes that apply based on the information presented in 
the chapter. You can try this exercise many times. Give yourself an outstanding goal and try to reach full success!

A
C
T
IV
IT
ΙΕ
S

Question 1: 
According to the chapter text, which of the following 
features utilize Machine Learning (ML)? 
(Select all that apply)

[ ] 1. Personalized Recommendations
[ ] 2. Voice Assistants and Chatbots
[ ] 3. Autocorrect and Predictive Text
[ ] 4. Image Recognition (via Deep Learning)
[ ] 5. Spam Filters and Smart Sorting
[ ] 6. Fraud Detection
[ ] 7. Smarter Operations - Smart Devices
[ ] 8. Content Moderation
[ ] 9. Search Engines
[ ] 10. AI Translation via Deep Learning
[ ] 11. AI Assistants and Help Desks

Question 2: 
According to the chapter text, which of the following 
features utilize Natural Language Processing (NLP)? 
(Select all that apply)

[ ] 1. Personalized Recommendations
[ ] 2. Voice Assistants and Chatbots
[ ] 3. Autocorrect and Predictive Text
[ ] 4. Image Recognition
[ ] 5. Spam Filters and Smart Sorting
[ ] 6. Fraud Detection
[ ] 7. Smarter Operations - Smart Devices
[ ] 8. Content Moderation
[ ] 9. Search Engines
[ ] 10. AI Translation
[ ] 11. AI Assistants and Help Desks

Question 3: 
According to the chapter text, which of the following 
features utilize Computer Vision?  
(Select all that apply)

[ ] 1. Personalized Recommendations
[ ] 2. Voice Assistants and Chatbots
[ ] 3. Autocorrect and Predictive Text
[ ] 4. Image Recognition
[ ] 5. Spam Filters and Smart Sorting
[ ] 6. Fraud Detection
[ ] 7. Smarter Operations - Smart Devices
[ ] 8. Content Moderation
[ ] 9. Search Engines
[ ] 10. AI Translation
[ ] 11. AI Assistants and Help Desks

Question 4: 
According to the chapter text, which of the following 
features utilize Deep Learning?  
(Select all that apply)

[ ] 1. Personalized Recommendations
[ ] 2. Voice Assistants and Chatbots
[ ] 3. Autocorrect and Predictive Text
[ ] 4. Image Recognition
[ ] 5. Spam Filters and Smart Sorting
[ ] 6. Fraud Detection
[ ] 7. Smarter Operations - Smart Devices
[ ] 8. Content Moderation
[ ] 9. Search Engines
[ ] 10. AI Translation
[ ] 11. AI Assistants and Help Desks
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Question 5: 
According to the chapter text, which of the following 
features utilize Anomaly Detection?  
(Select all that apply)

[ ] 1. Personalized Recommendations
[ ] 2. Voice Assistants and Chatbots
[ ] 3. Autocorrect and Predictive Text
[ ] 4. Image Recognition
[ ] 5. Spam Filters and Smart Sorting
[ ] 6. Fraud Detection
[ ] 7. Smarter Operations - Smart Devices
[ ] 8. Content Moderation
[ ] 9. Search Engines
[ ] 10. AI Translation
[ ] 11. AI Assistants and Help Desks

Question 6: 
According to the chapter text, which of the following 
features utilize Sentiment Analysis?  
(Select all that apply)

[ ] 1. Personalized Recommendations
[ ] 2. Voice Assistants and Chatbots
[ ] 3. Autocorrect and Predictive Text
[ ] 4. Image Recognition
[ ] 5. Spam Filters and Smart Sorting
[ ] 6. Fraud Detection
[ ] 7. Smarter Operations - Smart Devices
[ ] 8. Content Moderation
[ ] 9. Search Engines
[ ] 10. AI Translation
[ ] 11. AI Assistants and Help Desks

Correct Answers: 

Question 1: all, Question 2: 2, 3, 5, 7, 8, 9, 10, 11, Question 3: 4, 8, Question 4: 4, 10, Question 5: 6, Question 6: 8, 11
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ACTIVITY “UNDERSTANDING KEY AI JARGON”

Introduction:
We’ve covered many AI features, and you noticed the text mentioned several specific technical concepts in the “Key 
Terms” sections. Some of these terms might seem quite technical at first glance, and that’s perfectly normal! How-
ever, you’ll often hear terms like these when exploring potential AI tools or software for your business – vendors 
frequently use them in product descriptions and sales pitches.
Getting a basic grasp of what these terms mean can equip you to better understand those vendor discourses, ask 
more informed questions, and ultimately make better decisions about technology adoption for your business.
This short activity helps you review the definitions of key terms introduced in this section. On the left side, you will 
find each term. Take a moment to recall or guess its meaning. On the right side, you will find the definition, allowing 
you to check your understanding.

A
C
T
IV
IT
ΙΕ
S

Card 1

Filtering Techniques  
(Collaborative & Content-Based) 

(What are these methods used for?  
Try to recall, then flip!)

Methods used in recommendation systems. 
Collaborative filtering suggests items based 
on what similar users liked; Content-based 
filtering suggests items based on similarity 

to items you liked before.

Card 2

Dialog Management 
(What role does this play in conversations 

with AI? Try to recall, then flip!)

The system within a chatbot or voice 
assistant that manages the flow of 

conversation, keeping it logical, on track, 
and ensuring sensible back-and-forth 

interaction.

Card 3

Statistical Models 
(How are statistics used in AI, like 

autocorrect? Try to recall, then flip!)

Using mathematical models (based on 
probability and statistics) to find language 
patterns and make predictions from data, 
like predicting the next word or common 

typing errors.
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Card 4

Convolutional Neural Networks (CNNs) 
(What are these especially good at in AI? Try 

to recall, then flip!)

A specific type of advanced AI architecture 
(often used in Deep Learning) that is 

particularly effective for analyzing and 
understanding images.

Card 5

Bayesian Filtering 
(Where is this specific technique often 

applied? Try to recall, then flip!)

A statistical method commonly used  
in spam filters to calculate the probability 

that an email is unwanted based on the 
words it contains.

Card 6

Internet of Things (IoT) 
(What does this term refer to? Try to recall, 

then flip!)

The network of physical devices  
(like sensors, smart thermostats, cameras) 

that are connected to the internet to collect 
and exchange data, often providing the data 

AI learns from in smart environments.

Card 7

Contextual Awareness 
(What does it mean for an AI system  
to have this? Try to recall, then flip!)

The AI’s ability to understand the current 
situation or environment (e.g., time of 

day, user’s location, occupancy) to make 
more relevant and smarter decisions or 

adjustments.

Card 8

Ranking Algorithms 
(Where are these crucial, and what do they 

do? Try to recall, then flip!)

The complex rules and calculations used 
primarily by search engines to determine  

the order (rank) of results based  
on factors like relevance, quality,  

and authority.

A
C
T
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Card 9

Knowledge Graphs 
(How do search engines use these?  

Try to recall, then flip!)

Large, organized databases of 
interconnected facts about entities 

(people, places, things, concepts) and their 
relationships, used by search engines  

like Google to provide  
direct answers and summary information.

Card 10

Neural Machine Translation (NMT) 
(What’s special about this type of 

translation? Try to recall, then flip!)

An advanced AI approach to translation 
(often using Deep Learning)  

that considers the context of entire 
sentences, leading to more natural  

and accurate results compared  
to older methods.

Card 11

Conversational Agents 
(What is this a general term for?  

Try to recall, then flip!)

The general term for AI programs specifically 
designed to interact with humans through 

conversation, such as chatbots or the 
“personalities” behind voice assistants.

A
C
T
IV
IT
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2.1.2 Driving Factors and Strategic Considerations for AI Adoption in SMEs

The future economic prosperity of nations, including those within the G7, is seen as closely 
tied to fostering innovation through digital transformation, with Artificial Intelligence playing 
a pivotal role. Recognizing this, the G7 Industry, Technology, and Digital Ministerial Meeting 
has emphasized the need to analyze the factors influencing AI adoption, particularly focusing 
on developing strategies that support Micro, Small, and Medium Enterprises (MSMEs) on this 
journey. 
This focus on MSMEs is crucial because these businesses are significant contributors to 
economic growth and employment, yet they often encounter greater obstacles than larger firms 
when embracing advanced technologies like AI. Ensuring inclusive strategies allows companies 
of all sizes to benefit from AI’s advancements. 
Let’s have a look at some relevant considerations pertinent to SMEs comprehended in the report. 

1.	 Opportunities
a.	 The substantial benefits frequently cited include direct efficiency gains achieved by automating routine 

tasks and optimizing complex processes. Furthermore, AI unlocks innovation opportunities, making it 
feasible to develop new products and services based on insights derived from advanced data analysis. It also 
directly improves strategic planning through enhanced decision-making, providing predictive insights and 
data-backed recommendations. For SMEs, these capabilities translate into tangible opportunities to reduce 
technological gaps relative to larger corporations, significantly enhance competitiveness by boosting both 
efficiency and innovation, and potentially access new markets through a better understanding of customer 
needs and behaviors enabled by AI tools.

b.	 Interestingly, regarding the practicalities of adoption, research indicates a majority of SMEs express 
willingness to pay a premium for AI capabilities that are seamlessly embedded within the business software 
solutions they already utilize. This preference for integrated AI stems from clear, practical benefits: it promises 
a smoother integration into existing workflows, minimizing disruption; it leverages familiar interfaces, 
reducing the learning curve for employees; it is often more cost-effective than acquiring, integrating, and 
managing separate, standalone AI systems; it offers the potential to tailor AI functionalities to specific 
business needs within a known environment; and it allows businesses to utilize the security and compliance 
frameworks already in place for their existing trusted platforms. 

2. 	 Challenges
a.	 Successfully leveraging AI technological potential, however, is intrinsically linked to workforce readiness 

and skills. Current observations suggest a generally positive reception towards AI among both workers and 
employers. Employees often view AI not as a threat but as a tool that complements their existing skills, while firms 
adopting AI frequently report measurable increases in productivity and profitability as primary benefits. This 
positive outlook must be viewed alongside the challenge of a significant skills gap. Consequently, prioritizing 
workforce development becomes a critical factor for any business aiming for successful AI adoption. 

b.	 European SMEs often navigate unique challenges, including fragmented markets across different countries, 
diverse language requirements, and varying regulatory environments (like the ongoing rollout of AI-specific 
regulations). 

Where do things stand currently? A report from the McKinsey Global Institute, referencing Eurostat data, indicated 
that in 2023, only about 8% of businesses within the European Union reported using AI technologies. There’s 
considerable variation: countries like Denmark (15.2%), Finland (15.1%), and Luxembourg (14.4%) showed adoption 
rates nearly double the EU average, while nations such as Romania (1.5%), Serbia (1.8%), and Bulgaria (3.6%) lagged 
significantly. It might be worth reflecting on where your own business, industry, or region fits within this spectrum 
and what strategic implications that might hold.
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ACTIVITY: CONNECTING AI APPLICATIONS TO BUSINESS RESULTS

Introduction:
We’ve seen that AI offers various possibilities for SMEs. But beyond the technology itself, what matters to an 
entrepreneur are the concrete results. How do these AI applications translate into tangible benefits for the business?
This activity challenges you to connect specific AI applications (discussed in the text) with the business benefits 
they most directly help achieve. It’s not just about knowing what an application does, but what problem it solves or 
what result it improves. This will help you better assess the potential value of AI for your specific business reality.

Instructions:
Match each “Desired Business Benefit” listed in Column A with the “Most Relevant AI Application” in Column B that 
most directly contributes to achieving that benefit.

A
C
T
IV
IT
ΙΕ
S

Column B: Most Relevant AI Application

A.	 Automatically analyze employee feedback 
or performance data.

B.	 Use chatbots to provide instant answers to 
common customer questions, 24/7.

C.	 Forecast customer demand for products/
services.

D.	 Automatically screen candidate resumes 
against job requirements.

E.	 Optimize delivery routes and logistics 
planning.

F.	 Personalize marketing messages for 
specific customer groups.

G.	 Automate data entry from invoices, forms, 
or other documents.

H.	 Analyze market trends and competitor 
activities.

I.	 Detect potentially fraudulent financial 
transactions.

J.	 Automatically manage appointment 
bookings or simple orders.

K.	 Segment customers into distinct groups 
based on their behavior.

L.	 Offer personalized product/service 
recommendations to customers.

M.	Automate the generation of routine 
financial reports.

Column A: Desired Business Benefit

1.	 Reduce issues of stockouts or overstocking. 

2.	 Increase email marketing campaign 
effectiveness by reaching specific 
customers. 

3.	 Free up administrative staff time spent on 
manual data entry (e.g., invoices).

4.	 Identify new competitor strategies or 
market changes more quickly.

5.	 Decrease losses due to unauthorized 
payments or fraud.

6.	 Speed up hiring time for open positions.

7.	 Better understand reasons for employee 
turnover.

8.	 Reduce fuel costs or delivery times for the 
fleet.

9.	 Improve customer satisfaction by offering 
immediate support, even after hours.

10.	Speed up month-end financial closing 
procedures.

11.	Decrease administrative workload for 
managing appointments.

12.	Increase average order value through 
targeted suggestions (up/cross-selling).

13.	Target promotional campaigns more 
precisely towards specific customer groups.
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Introduction
AI readiness is a recurring theme, emphasizing the importance of being prepared to integrate AI into business 
operations. This readiness involves making informed, data-driven decisions and being willing to take calculated 
risks associated with AI implementation. 
The Technology–Organization–Environment (TOE) Model is a theoretical framework developed by Tornatzky 
and Fleischer in 1990 to explain how organizations adopt and implement technological innovations. It provides a 
holistic view of the factors that influence technology adoption by categorizing them into three primary contexts: 
technological, organizational, environmental.
By applying the TOE model, SMEs can make informed decisions, mitigate risks, and maximize the benefits of AI 
adoption.
The following checklist is inspired by the TOE Model and designed to help entrepreneurs assess their organization’s 
readiness and capability to adopt AI technologies effectively.

Considering your own organization, select a value in the scale that represents it better:
“Strongly Agree,” “Agree,” “Neutral,” “Disagree,” and “Strongly Disagree.”

1. Compatibility
Our organization has a clear technology roadmap for AI adoption. 

AI initiatives are well-aligned with our organization’s strategy, goals, and values.

AI implementation in our organization is complete and fully integrated.

Our existing infrastructure is compatible with AI technologies.

2. AI Readiness
Our technical experience aligns well with the requirements for AI adoption.

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree
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Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Digital technologies have positively impacted our existing infrastructure.

We are ready to implement AI technologies effectively.

We have the necessary personnel to support AI implementation.

3. Competition
Competitors are driving us to create an AI-friendly environment.

We perceive competitors as a threat due to their AI advancements.

Competitors’ use of AI has led us to explore new market opportunities.

4. Regulation
The adoption of AI regulations has impacted our business operations.

AI regulations and data protection laws pose barriers to our AI initiatives.

AI regulations and data protection laws provide clear guidelines that enable our AI adoption.
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Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

5. Market
We consistently make data-driven decisions in our business operations.

Our organization is willing to take calculated risks associated with AI implementation.

6. Business Performance Due to AI
We have effectively allocated resources for AI implementation.

AI has helped us reduce costs and increase revenue.

AI has contributed to reducing errors and improving the quality of our products/services.

AI has increased our efficiency and productivity.

Customer satisfaction has improved due to AI integration.

7. Knowledge
Our employees possess the necessary expertise and education for AI adoption.

There is effective knowledge transfer and experience exchange within our organization.
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Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Strongly Agree Disagree Strongly DisagreeNeutralAgree

Lack of knowledge poses a barrier to our AI adoption efforts.

Knowledge sharing enables the diffusion of AI technologies within our SME.

8. Resources
We have adequate financial resources to support AI initiatives.

Limited budget constraints hinder our AI adoption.

We face challenges in finding personnel resources for AI implementation.

9. Cultural Aspects
Our leadership is committed to AI adoption.

Our leadership style supports effective AI implementation.

The added value of AI is communicated successfully across the organization.

There is resistance to change within our organization regarding AI adoption.

A
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Unit 2.1.3 AI tools for setting up and developing a business

2.1.3.1 How to choose and evaluate AI features
When a vendor offers AI-enhanced features, or when you’re considering open-source options, it’s crucial to 
thoroughly evaluate these capabilities. You need to ensure they meet quality standards, are accurate, comply with 
relevant laws (like those in the EU), and truly align with your organization’s specific needs and values. Performing 
this due diligence is the essential next step to ensure the exciting AI opportunities discussed earlier translate into 
real, responsible value for your business.
By thoroughly exploring the following questions, you’ll gain a comprehensive understanding of the AI-enhanced 
features and how they align with your organization’s requirements, values, and obligations.
Here are key questions you should adopt to discuss with vendors, analyze Open Source solutions, or use as guidance 
when looking for information on their websites. (A glossary of specific terms used in these questions may be 
available separately – it’s advisable to consult it if needed).

Accuracy and Performance
•	 What are the performance metrics of the AI features? Ask for specifics on accuracy rates, precision, recall, F1 

scores, or other relevant metrics.
•	 Can you provide documentation or validation studies that demonstrate the AI’s accuracy? Request any available 

reports or benchmarks that validate the system’s performance.
•	 How was the AI model trained and tested? Inquire about the datasets used, including their size, diversity, and 

relevance to your use case.
•	 What are the known limitations or error rates of the AI system? Understand scenarios where the AI may not 

perform optimally.

Data Quality and Bias Mitigation
•	 What measures are in place to ensure the data used is high-quality and unbiased? Ask about data cleaning, 

preprocessing steps, and bias detection methods.
•	 How do you address and mitigate potential biases in the AI model? Learn about strategies to prevent 

discrimination against any group.

Compliance with EU Laws and Regulations
•	 How does your AI solution comply with EU regulations such as the General Data Protection Regulation (GDPR)? 

Ensure that data handling practices meet legal requirements for privacy and protection.
•	 Have you conducted Data Protection Impact Assessments (DPIAs)? These assessments are required under 

GDPR for high-risk data processing activities.
•	 Is your AI system compliant with the upcoming EU Artificial Intelligence Act? Although still in proposal form, 

understanding compliance plans is important.
•	 How do you handle data subject rights under GDPR (e.g., right to access, erasure, portability)? Verify mechanisms 

are in place to support these rights.
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Transparency and Explainability
•	 Can the AI’s decision-making process be explained? Assess if the AI provides interpretable results that can be 

understood by users.
•	 Do you provide tools or interfaces that allow us to examine how the AI reaches its conclusions?
•	 Transparency is key for trust and regulatory compliance.

Data Privacy and Security
•	 What data does the AI system collect, and how is it used? Understand data collection practices and purposes.
•	 How is sensitive or personal data protected within your system? Inquire about encryption, access controls, and 

storage practices.
•	 Do you comply with industry-specific regulations (e.g., HIPAA for healthcare, PSD2 for finance)?
•	 Ensure compliance with all relevant sector-specific laws.

Integration and Implementation
•	 How will the AI features integrate with our existing systems? Discuss compatibility and any required adaptations.
•	 What is the expected implementation timeline and required resources?
•	 Plan for deployment with realistic expectations.

Support and Maintenance
•	 What kind of support do you provide post-implementation? Ask about customer service, technical support, and 

response times.
•	 How are updates and maintenance handled for the AI components? Ensure the AI stays up-to-date with the 

latest improvements and security patches.

Vendor Experience and References
Can you provide case studies or references from other clients in our industry? Evaluate the vendor’s track record 
and experience.
What success metrics have other clients achieved using your AI features? Understand the potential ROI and benefits.

Ethical Considerations
•	 What ethical guidelines do you follow in developing and deploying AI? Assess the vendor’s commitment to 

responsible AI practices.
•	 How do you ensure fairness and prevent discriminatory outcomes? Explore their approaches to ethical challenges 

in AI.

Customization and Control
•	 Can the AI models be customized to fit our specific needs? Determine the flexibility of the AI features.
•	 Do we have control over key parameters and settings of the AI system?
•	 Understand the level of control you’ll have over the AI behavior.

Risk Management
•	 What happens if the AI system makes an error that impacts our business? Discuss liability, indemnification, and 

remediation processes.
•	 Do you have insurance or policies in place to cover potential AI-related risks? Ensure there is a plan for mitigating 

risks associated with AI failures.
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Licensing and Ownership
•	 What are the terms of licensing for the AI technology? Clarify usage rights, restrictions, and duration.
•	 Who owns the data generated by the AI system? Ensure data ownership and rights are clearly defined.

Future Roadmap
•	 What is your roadmap for future AI developments and enhancements? Align their future plans with your long-

term strategy.
•	 How will updates or new features be communicated and implemented? Plan for ongoing improvements.

Testing and Validation
•	 Can we conduct our own testing or pilot programs before full deployment? Validate the AI’s performance in your 

specific environment.
•	 Are there sandbox environments available for trial? Allow your team to familiarize themselves with the AI features.

Compliance Documentation
•	 Can you provide documentation of compliance with relevant regulations and standards? Request certificates, 

audit reports, or compliance statements.
•	 Have third-party audits been conducted on your AI system? Independent verification adds credibility.

Scalability and Performance
•	 How does the AI system perform under high-load conditions? Ensure the system can handle your anticipated 

usage levels.
•	 Is the AI solution scalable to accommodate future growth? Plan for increased demand over time.

Training and Education
•	 Do you offer training for our team on how to use the AI features effectively? Facilitate smooth adoption and 

maximize benefits.
•	 Are there user manuals or documentation available?
•	 Provide resources for ongoing learning.

International Considerations
•	 If we operate in multiple countries, how does your AI handle different legal jurisdictions? Ensure compliance 

across all regions of operation.
•	 Is language support available for all regions we serve?Assess multilingual capabilities if needed.

Feedback Mechanisms
•	 How can we provide feedback or report issues with the AI system? Establish clear communication channels.
•	 Is there a process for incorporating client feedback into product improvements? Encourage collaborative development.

Environmental Impact
•	 What is the environmental impact of your AI solution? Consider energy consumption and sustainability practices.
•	 Do you have strategies for minimizing the carbon footprint of your AI operations? Align with environmental 

responsibility goals.

Asking these questions systematically – whether discussing with vendors, evaluating open-source options, or 
researching online – empowers you to make informed decisions, mitigate potential risks, and choose AI solutions 
that truly align with your business goals and ethical standards.
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ACTIVITY: “GLOSSARY”
This glossary provides definitions and explanations for artificial intelligence (AI) terms used in the context of 
evaluating AI-enhanced features offered by vendors. 

Accuracy / Accuracy Rates: A measure of how often the AI model makes a correct prediction overall. (e.g., % of 
emails correctly identified as spam or not spam).
AI Act (EU): Upcoming European Union regulation intended to harmonize rules for Artificial Intelligence, classifying 
AI systems based on risk and setting requirements for development, deployment, and use.
AI Model: The specific algorithm or computational system, trained on data, that performs an 
AI task like prediction, classification, or generation.
API (Application Programming Interface): A set of definitions and protocols that allows different software 
applications to communicate and exchange data with each other, crucial for integrating AI into existing systems.
Audit (Third-Party): An independent assessment of a system, process, or compliance status conducted by an 
external, objective organization.
Bias (AI): Systematic errors or unfair preferences in an AI system's outputs, often originating from skewed training 
data or flawed model assumptions, leading to potentially discriminatory outcomes.
Bias Mitigation: Techniques and processes used during AI development and deployment to identify, measure, and 
reduce unfair bias in the system's behavior.
Carbon Footprint: The total amount of greenhouse gases (primarily carbon dioxide) generated by actions, 
processes, or technologies; relevant here to the energy consumption of AI systems.
Compliance: Adhering to specific laws, regulations, standards, or contractual obligations (e.g., GDPR compliance, 
compliance with industry standards).
Data Ownership: Legal rights and control over data, determining who can access, use, modify, share, or delete data 
generated or processed by a system.
Data Protection Impact Assessment (DPIA): A risk assessment process required under GDPR for data processing 
activities considered high risk to individuals' privacy rights.
Data Subject Rights: Rights granted to individuals under data protection laws like GDPR, such as the right to access, 
correct, delete, or transfer their personal data.
Datasets: Organized collections of data used for training AI models (teaching them patterns) and testing their 
performance.
Due Diligence: The reasonable steps a person or organization should take to satisfy a legal requirement or standard 
of care, often used in the context of vetting vendors or investments.
Encryption: The process of converting data into a secure code to prevent unauthorized access. Only authorized 
users with the key can decode it.
Explainability / Interpretable Results: The extent to which the reasoning behind an AI model's decision or prediction 
can be understood by humans. Sometimes referred to as XAI (Explainable AI).
F1 Score: A performance metric for classification models that balances Precision and Recall into a single score, 
useful when dealing with uneven class distributions.
Fairness (in AI): An ethical principle ensuring that AI systems do not produce discriminatory or unjust outcomes for 
individuals or groups based on sensitive attributes like race, gender, etc.
Future Roadmap: A company's plan outlining future development, features, and strategic direction for a product or 
service.
GDPR (General Data Protection Regulation): The primary data protection and privacy regulation in the European 
Union, setting strict rules for handling personal data.
HIPAA (Health Insurance Portability and Accountability Act): A US federal law setting standards for protecting 
sensitive patient health information.
Indemnification: A contractual clause where one party agrees to cover the losses or damages incurred by another 
party under specific circumstances (e.g., if sued due to the first party's product failure).
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Integration: The process of combining different software systems or components (like AI features) so they work 
together seamlessly within existing workflows.
Liability: Legal responsibility for damages or harm caused to others.
Licensing: The legal agreement that grants permission to use software or technology under specific terms and 
conditions (cost, duration, usage limits, etc.).
Performance Metrics: Specific, quantifiable measures used to evaluate how well an AI system performs its intended 
task (e.g., accuracy, precision, recall, F1 score, response time).
Personal Data: Under GDPR, any information relating to an identified or identifiable natural person.
Precision: A performance metric indicating the proportion of positive identifications made by the AI that were 
actually correct. (e.g., Of all emails flagged as spam, what percentage actually were spam?). Helps measure false 
positives.
PSD2 (Payment Services Directive 2): An EU directive regulating payment services and providers, relevant for AI 
used in financial technology.
Recall: A performance metric indicating the proportion of actual positive instances that the AI correctly identified. 
(e.g., Of all the actual spam emails received, what percentage did the filter correctly flag?). Helps measure false 
negatives.
Risk Management: The process of identifying, assessing, and controlling threats or potential negative impacts to an 
organization's capital and earnings (here, specifically related to AI adoption).
Sandbox Environment: An isolated, controlled computing environment used for testing software or running 
programs without affecting the live operational system.
Scalability: The ability of a system or application to handle a growing amount of work or users efficiently, or its 
potential to be enlarged to accommodate that growth.
Sensitive Data: Personal data requiring special protection due to its potential for misuse (e.g., health information, 
racial origin, religious beliefs). Often subject to stricter rules under laws like GDPR.
Transparency (in AI): The principle that sufficient information about an AI system (its purpose, data, logic, 
performance) should be made available to allow for understanding, scrutiny, and trust.
Validation: The process of confirming that a system or model meets specified requirements and performs accurately 
for its intended use, often through testing.
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ACTIVITY: “APPLYING THE AI EVALUATION FRAMEWORK”
(interactive presentation or sequence of pages - h5p or html)
Learning Activity: Applying the AI Evaluation Framework

Introduction:
You've just reviewed a comprehensive set of questions (in section 2.2.1) to ask when evaluating AI features or 
solutions for your business. But how do these questions apply in practice? Theory is one thing, but real-world 
scenarios bring the evaluation process to life.
This activity will walk you through two common situations where an SME might consider adopting AI. For each 
scenario, take a moment to think about which evaluation questions would be most critical before reading the expert 
commentary. This will help solidify your understanding of how to apply the framework effectively.
Let's look at the first scenario.

Scenario 1: The E-commerce Retailer and the AI Chatbot

	 Business Context:
Imagine you run a small but growing online shop selling specialized goods (e.g., artisanal products, hobby supplies). 
Your small team handles all aspects, including customer service via email and website chat.

	 Challenge:
You're receiving a high volume of repetitive customer inquiries about order status, shipping details, product 
specifications, and return policies. Answering these takes up significant time, delaying responses to more complex 
questions or sales opportunities. You also lose potential customers who ask questions outside of your limited 
business hours.

	 Proposed AI Solution:
Your e-commerce platform provider is promoting a new, integrated AI chatbot feature. They claim it uses Natural 
Language Processing (NLP) to understand customer questions and can instantly answer over 70% of common 
inquiries 24/7, pulling information directly from your product catalog and order system. They offer it as a monthly 
add-on subscription.

	 Applying the Framework - Your Turn to Think:
Review the evaluation questions listed in section 2.2.1. For this specific scenario, which 3-4 categories of questions 
do you think are the most critical to investigate thoroughly before subscribing to this AI chatbot? Why are those 
particular areas so important here?

Expert Commentary for Scenario 1
This is a very common situation for growing online businesses! While an AI chatbot promises significant time 
savings and improved customer service availability, a thorough evaluation is key before committing. Based on 
the framework in section 2.2.1, here are the areas experts would typically prioritize investigating for this type of 
integrated chatbot:
1.	 Accuracy and Performance: This is paramount. Don't just rely on the vendor's "70% success" claim. Ask for 

specific performance metrics (like actual correct answer rates, escalation rates). How was this measured? 
Request validation data or ideally, a trial. An inaccurate chatbot can frustrate customers more than a delayed 
human response.
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2.	 Data Privacy and Security / GDPR Compliance: The chatbot will likely access customer names, order history, and 
potentially contact details (personal data). It's crucial to understand exactly what data it uses, how it's stored, 
who has access, and how it complies with GDPR. Ask about data minimization, encryption, and how data subject 
rights are handled. Failure here carries significant legal and reputational risk.

3.	 Integration and Implementation: How truly "integrated" is it? Does it seamlessly pull real-time order status and 
product info? What technical effort is needed on your side? Will it conflict with other website plugins? A clunky 
integration can create more problems than it solves.

4.	 Transparency and Explainability: While deep explainability might be complex, you need some level of 
understanding. If the bot provides incorrect information (e.g., wrong shipping cost), can the vendor explain why? 
More importantly, can you easily override or correct the bot's knowledge base? Lack of control or transparency 
can be problematic.

5.	 Support and Maintenance: What happens when the bot fails or encounters questions it wasn't trained on? What 
level of support does the vendor provide for troubleshooting and updating the bot's capabilities or knowledge? 
Ensure there's a clear process for handling issues and ongoing improvements.

While other areas like cost (Licensing) are obviously important, focusing on these five ensures the core functionality 
is effective, secure, compliant, and manageable for your SME.

Scenario 2: The Food Distributor and the AI Forecasting Tool

	 Business Context:
Picture yourself running a local distribution business supplying fresh produce or specialty food items to restaurants 
and cafes. Managing inventory effectively is crucial due to the perishable nature of your goods.

	 Challenge:
You constantly struggle with balancing inventory levels. Sometimes you run out of popular items, leading to 
lost sales and unhappy clients. Other times, you overstock, resulting in costly spoilage and waste. Your current 
forecasting method relies heavily on past orders and gut feeling, which isn't proving reliable enough as your business 
and product range grow.

	 Proposed AI Solution:
You're evaluating a specialized software solution for food distributors that includes an AI-powered demand 
forecasting module. The vendor claims the AI analyzes your historical sales data, accounts for seasonality, and 
potentially even local events or weather patterns (if data is available) to provide significantly more accurate weekly 
or daily stock level recommendations for each item, helping you optimize ordering.

	 Applying the Framework - Your Turn to Think:
Look back at the evaluation questions in section 2.2.1. In this situation, trying to forecast demand for perishable 
goods, which 3-4 categories of questions would be your top priority to discuss with this vendor? What specific 
information would you need to feel confident in this AI tool?
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Expert Commentary for Scenario 2
Using AI for demand forecasting, especially with perishables, offers huge potential but also carries risks if not 
implemented correctly. For the food distributor considering this AI module, here are the critical evaluation areas 
experts would focus on:
1.	 Accuracy and Performance Metrics: This is non-negotiable. Vague claims of "more accurate" aren't enough. Ask 

exactly how accuracy is measured (e.g., Mean Absolute Percentage Error - MAPE, bias). What specific metrics 
demonstrate improvement over your current methods? Request case studies with quantifiable results (e.g., 
reduction in spoilage %, reduction in stockout %). Even small forecasting errors can be costly with perishables.

1.	 Data Quality and Requirements: The AI model is entirely dependent on the quality and relevance of the data 
fed into it. Critically evaluate if your historical sales data is clean, complete, granular enough (e.g., daily sales per 
item), and sufficient in volume for the AI to learn meaningful patterns. Ask the vendor detailed questions about 
the specific data requirements. Remember: garbage data in, garbage forecast out.

1.	 Integration and Implementation: How smoothly does this module connect with your existing Point-of-Sale 
(POS), inventory management, and ordering systems? Will data flow automatically, or does it require manual 
export/import? Seamless integration is vital for efficiency and accuracy.

1.	 Vendor Experience and References: Has this vendor successfully implemented this specific AI forecasting 
tool for other businesses in the food distribution sector, particularly those dealing with perishables? Ask for 
references you can talk to. Generic forecasting models might not capture the nuances of your industry (short 
shelf lives, specific seasonal peaks, impact of promotions).

1.	 Customization and Control: Can the AI model be customized or fine-tuned based on factors unique to your 
business (e.g., specific supplier lead times, known local events impacting demand, different perishability rates 
for various products)? Do you have any control over key assumptions or parameters used by the AI, or is it a 
complete "black box"?

Other factors like Data Ownership, Scalability, and Support are also important, but ensuring the tool is genuinely 
accurate for your specific context, uses good data, integrates well, and comes from a vendor with relevant experience 
are the absolute priorities here.

Applying Your Knowledge
These scenarios illustrate why a structured evaluation approach, like the one outlined in section 2.2.1, is so important. 
The critical questions will vary depending on the specific AI application and your business context, but thinking 
through these areas systematically helps you move beyond vendor claims and make informed decisions.
Remember, successful AI adoption isn't just about the technology; it's about choosing the right technology and 
ensuring it aligns with your data, processes, compliance needs, and strategic goals.
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Unit 2.1.4 Powering Business Efficiency with AI LLM Tools

Having explored various AI applications and how to evaluate 
features, let's now look 'under the hood' at a core technology 
driving many of these advancements: Large Language Models, 
often referred to as LLMs. This section focuses on helping you 
understand these foundational models better.

2.1.4.1 Understanding Popular AI Language Models 
for Business Use
If you're considering creating your own AI-driven solutions or 
integrating powerful language capabilities directly into your 
workflows, you'll likely encounter well-known foundational 
LLMs such as OpenAI's ChatGPT series, Anthropic's Claude, or 
Google's Gemini. Choosing which model or provider might work 
best for your specific needs can seem like a task reserved for AI 
experts, given the rapid developments and technical nuances. 
However, you can approach this at an introductory level to gain 
clarity on the key factors to consider for an initial assessment.
(While this provides a starting point, making strategic, long-term decisions about adopting or building on specific 
LLMs often requires deeper technical analysis and due diligence beyond this introductory overview.)

Initial Considerations When Choosing an LLM
Before diving deep into specific model comparisons, start by clarifying your own requirements. Thinking through 
these points will help you narrow down options and ask vendors the right questions:
1.	 Identify Your Needs: What specific task(s) do you primarily want the AI to perform? (e.g., drafting marketing 

copy, summarizing reports, answering customer service queries, generating code, analyzing data?). Does your 
task require expertise or tuning specific to your industry?

2.	 Ease of Use and Technical Resources: How easily can the model be implemented? Are you looking for ready-to-use 
interfaces (like the web versions of ChatGPT, Claude, Gemini), or do you need API access for integration? Consider 
platforms with strong vendor support or extensive documentation if your internal technical resources are limited.

3.	 Customization and Fine-Tuning: Do you need the AI to learn your specific company voice, terminology, or 
knowledge base? Assess whether you need the capability to fine-tune a model on your own data, and what that 
would entail.

4.	 Integration Capabilities: How easily can the model's API or platform integrate with the software and systems you 
already use (e.g., CRM, email marketing tools, internal databases)? Check for compatibility and available integrations.

5.	 Cost Structure: LLM costs can vary significantly. Understand the pricing model (e.g., subscription tiers, pay-per-
use based on tokens, flat fees). Factor in potential setup costs, integration expenses, and ongoing operational 
costs, not just the base price.

6.	 Data Privacy and Compliance: This is critical. Ensure any considered model or platform complies with data 
protection laws relevant to your business and customers (like GDPR). Understand clearly how your input data 
is used (e.g., for training the vendor's model?), stored, and protected. Look for vendors transparent about their 
security and compliance measures.

7.	 Scalability and Future Needs: Choose a model and provider that can potentially grow with your business needs. 
Consider how often the models are updated and improved. Is there a clear future roadmap that aligns with your 
potential long-term usage?

Comparing Specific Models
Understanding the fundamental differences between major LLMs is helpful. While the absolute "best" model changes 
rapidly with new releases, the types of differences often persist. Some models might excel in creative writing (like certain 
versions of ChatGPT), others prioritize safety and nuanced reasoning (often associated with Claude), while some lead 
in multimodal capabilities (handling text, images, audio like Gemini) or deep integration with specific ecosystems.
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The following table presents an overview comparing some established LLM providers often discussed in a business 
context: OpenAI (ChatGPT models), Anthropic (Claude models), and Google (Gemini models) in 2025 (May).
Important Note: The AI landscape changes extremely fast! Specific model versions (e.g., GPT-4 vs. GPT-4o, different 
Claude 3 variants like Haiku/Sonnet/Opus, various Gemini versions like Pro/Ultra) have distinct capabilities, performance 
levels, context window sizes, and pricing. Always consult the providers' current documentation for the latest, most 
accurate information before making any decisions. This table is intended only to illustrate the kinds of strategic 
differences and typical strengths associated with these major players, helping you understand what factors to compare.

Feature / Aspect ChatGPT 
(OpenAI Models)

Claude 
(Anthropic Models)

Gemini 
(Google Models)

General Focus  
/ Strength

Creativity, Conversational Ease, 
Broad Ecosystem

Emphasis on Safety, Ethics, 
Nuanced Reasoning, Handling 
Very Long Context

Strong Multimodality (Text, 
Image, Audio, Video), Deep 
Google Ecosystem Integration, 
Speed

Key  
Characteristics

Excels at generating diverse 
creative text formats. 
Large ecosystem with 
integrations, custom GPTs. 
Often seen as a capable "all-
around" performer. 
Can access external 
information (depending on 
version/interface).

Designed with "Constitutional 
AI" for safety & ethical 
alignment. 
Outstanding ability to 
process and reason over very 
large amounts of text (long 
documents, codebases). 
Strong analytical capabilities. 
Can be more cautious or refuse 
prompts deemed potentially 
problematic.

Natively built to understand 
and combine multiple data 
types (text, images, etc.). 
Seamless integration potential 
with Google Workspace (Docs, 
Sheets, Gmail). 
Often cited for fast response 
times (latency). 
Strong performance reported 
in logic, math, and coding tasks.

Potential  
SME Uses

Marketing & Content Creation: 
Drafting emails, blog posts, 
social media content, product 
descriptions. 
Productivity & Automation: 
Summarizing meetings or long 
texts, generating first drafts 
of reports, automating simple 
text-based tasks. 
Customer Service: Powering 
chatbots for initial query 
handling, drafting standard 
replies. 
Innovation: Brainstorming 
ideas, exploring creative 
concepts.

Compliance & HR: Analyzing 
dense legal documents or 
regulations, drafting internal 
policies, summarizing 
compliance materials. 
Data Analysis: Extracting 
insights from long customer 
feedback reports, detailed 
market research analysis. 
Knowledge Management: 
Creating reliable Q&A systems 
based on extensive internal 
documentation. 
Customer Service (Regulated/
Sensitive): Providing careful, 
measured responses in sensitive 
contexts.

Marketing & E-commerce: 
Generating descriptions 
based on product images, 
analyzing visual trends, creating 
multimodal ad content. 
Productivity (within Google 
Workspace): Summarizing 
emails in Gmail, generating 
text in Docs, analyzing data in 
Sheets. 
Operations: Analyzing reports 
containing both text and 
charts/images. 
Development & IT: Assisting 
with coding tasks, explaining 
code visually.

Key Considerations 
/ Trade-offs

May require more prompt 
engineering for highly nuanced 
or safety-critical tasks. 
Data usage policies for training 
require careful review (though 
business versions offer more 
privacy). 
Deepest integration often 
within its own ecosystem.

Conservatism might limit 
certain creative or exploratory 
uses. 
Ecosystem of integrations 
might be less extensive than 
OpenAI's. 
Historically positioned with 
premium pricing for top models 
(check current tiers).

Maximum benefit often 
realized within the Google 
Workspace ecosystem. 
Advanced multimodal features 
might be unnecessary if your 
needs are purely text-based. 
As with all providers, rapid 
model updates require staying 
current.

As you've likely gathered, LLMs do not come in one size fits all! Choosing an LLM – or perhaps even more than one 
for different needs – is fundamentally connected to your intended use case, as each model is typically optimized for 
different ranges of tasks. Some models excel at creative generation, while others are engineered for more rigorous 
analysis or adherence to safety guidelines, and these represent just a few of the dimensions to consider!
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2.1.4.2 Calculating Usage Costs for LLMs
When using Large Language Models (LLMs), especially 
when accessed via Application Programming Interfaces 
(APIs) from providers like OpenAI, Google, Anthropic, or 
through platforms like Microsoft Azure AI, understanding 
the cost structure is essential. Usage costs are typically 
calculated based on the amount of text processed, 
measured in units called "tokens."

Token-Based Billing Explained

What is a Token? 
In the context of AI language models, a token isn't necessarily a whole word. It's the basic unit of text the model 
processes. Depending on the model's specific "tokenizer" (the tool that breaks down text), a token could be a whole 
word, a part of a word (subword), a single character, or even punctuation. The process of breaking text down this 
way is called tokenization.

Estimation for English
While the exact count varies, a common rule of thumb for English text is that one token represents roughly 4 
characters or about 0.75 words. Conversely, one word is approximately 1.33 tokens. (Note: This ratio can differ 
significantly for other languages and for text containing lots of punctuation or code. Most providers offer online 
tools to calculate the precise token count for your specific text based on their tokenizer.)

Input vs. Output Tokens
Costs are calculated based on both the text you send to the model (your input tokens or "prompt") and the text the 
model generates for you (the output tokens or "completion"/"response").

Pricing Structure
Crucially, providers often charge different rates per token for input versus output. Typically, output tokens are 
more expensive because they reflect the computational effort of the model generating new content. Furthermore, 
costs vary significantly depending on the specific LLM used (more advanced models generally cost more per token). 
Some providers may offer volume discounts or tiered pricing based on usage levels, potentially allowing for lower 
rates if you commit to a certain minimum usage. Always check the specific provider's terms.

Calculating Costs
The general formula to calculate the cost for a specific API call, considering potentially different rates, is: 
Total Cost = (Input Tokens / 1000 * Cost per 1k Input Tokens) + (Output Tokens / 1000 * Cost per 1k Output Tokens)
(Note: Pricing is almost universally quoted per 1,000 tokens, sometimes abbreviated as "/1k tokens" or "/kT").

IMPORTANT PRICING DISCLAIMER: The token costs mentioned in the following examples 
are purely illustrative and used only to demonstrate the calculation method. They do not reflect 
current market rates, or any specific provider's pricing. LLM pricing changes frequently and 
varies widely between providers (OpenAI, Anthropic, Google, Microsoft Azure AI, etc.) and 
different model versions (e.g., basic vs. advanced capabilities). You MUST always consult the 
official, current pricing pages of the specific LLM provider and model version you intend to use 
for accurate cost estimation.
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Practical Examples:
Let's apply the formula with illustrative pricing:

Example 1: Simple Chatbot Conversation
	y User Input: 15 words
	y AI Response: 25 words
	y Calculation Steps:

1.	 	Estimate Tokens (using 1 word ≈ 1.33 tokens):
	� Input Tokens: 15 words × 1.33 ≈ 20 tokens
	� Output Tokens: 25 words × 1.33 ≈ 33 tokens

2.	 Calculate Cost (using a single hypothetical rate of $0.002 per 1k tokens for simplicity here):
	� Total Tokens = 20 + 33 = 53 tokens
	� Total Cost = (53 / 1000) * $0.002 = $0.000106

3.	 Result: Cost per conversation ≈ $0.0001 (less than a cent).

Example 2: Document Summarization
	y Input Document: 2,500 words (approx. 5 pages)
	y Desired Summary: 500 words (approx. 1 page)
	y Calculation Steps:

1.	 Estimate Tokens:
	� Input Tokens: 2,500 words × 1.33 ≈ 3,325 tokens
	� Output Tokens: 500 words × 1.33 ≈ 665 tokens

2.	 Calculate Cost (using different hypothetical rates: Input @ $0.03/1k tokens, Output @ $0.06/1k 
tokens):

	� Input Cost = (3,325 / 1000) * $0.03 = $0.09975
	� Output Cost = (665 / 1000) * $0.06 = $0.0399
	� Total Cost = $0.09975 + $0.0399 = $0.13965

3.	 Result: Cost to summarize ≈ $0.14.

Example 3: Content Generation
	y Task: Generate a 2,000-word article
	y Input Prompt: 100 words
	y Calculation Steps:

1.	 Estimate Tokens:
	� Input Tokens: 100 words × 1.33 ≈ 133 tokens
	� Output Tokens: 2,000 words × 1.33 ≈ 2,660 tokens

2.	 Calculate Cost (using same hypothetical rates as Ex 2: Input @ $0.03/1k, Output @ $0.06/1k):
	� Input Cost = (133 / 1000) * $0.03 = $0.00399
	� Output Cost = (2,660 / 1000) * $0.06 = $0.1596
	� Total Cost = $0.00399 + $0.1596 = $0.16359

3.	 Result: Cost to generate article ≈ $0.16.
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Example 4: Translation of a Document
	y Document Length: 5,000 words (approx. 10 pages)
	y Assumption: Output word count is roughly similar to input.
	y Calculation Steps:

1.	 Estimate Tokens:
	� Input Tokens: 5,000 words × 1.33 ≈ 6,650 tokens
	� Output Tokens: Assume approx. 6,650 tokens

2.	 Calculate Cost (using a single hypothetical rate of $0.002 per 1k tokens for simplicity):
	� Total Tokens = 6,650 + 6,650 = 13,300 tokens
	� Total Cost = (13,300 / 1000) * $0.002 = $0.0266

3.	 Result: Cost to translate ≈ $0.027.

Beyond Per-Token Costs
While token-based pricing for API calls is common, keep in mind other potential costs when budgeting for AI 
integration:
Fine-tuning: If you need to adapt a pre-trained model to your specific data or task, there are typically costs 
associated with the training process itself, and potentially higher ongoing costs for hosting the customized model.
Dedicated Capacity / Provisioned Throughput: For applications requiring guaranteed performance levels or very 
high volume, some providers offer dedicated instances of models, often billed hourly or monthly with committed 
usage, rather than strictly per token.
Platform Fees: If accessing LLMs through a third-party platform or software that bundles AI features, there might 
be subscription fees separate from or in addition to the underlying token usage costs.
Integration & Development: Don't forget the internal or external costs associated with the initial development 
work required to integrate the LLM API into your existing software or workflows.
Understanding these cost components allows for more realistic budgeting and ROI calculation when considering 
LLM adoption for your SME.

2.1.5 Types of Contracts for Adopting AI Software and Services

Adopting AI software and LLMs involves a variety of contract types and pricing models designed to accommodate 
different needs and scales of usage. Usage costs for LLMs are typically calculated based on the number of input and 
output tokens processed, with rates varying by model type and volume of usage. When considering such contracts, 
it's crucial to assess your organization's requirements, estimate usage patterns, and carefully review contract terms, 
including costs, data handling practices, and support provisions. 
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Types of contracts

Subscription-Based Licensing
Organizations pay a recurring fee (monthly, annually) to access and use the AI software.

Features
Tiered Plans: Different levels of service (e.g., basic, premium) with varying features and usage limits.
User-Based Pricing: Fees may depend on the number of users or seats.
Support and Updates: Typically include customer support and regular software updates.

Ideal For: Businesses looking for predictable expenses and ongoing access to the latest features.

Usage-Based (Consumption-Based) Pricing
Charges are based on actual usage metrics, such as the number of API calls, compute hours, or data processed.

Features
Pay-As-You-Go: Only pay for what you use, without upfront commitments.
Scalable Costs: Expenses scale with usage, which can be beneficial for variable workloads.
Detailed Billing: Usage is tracked and billed accordingly, providing transparency.

Ideal For: Organizations with fluctuating workloads or those starting small and scaling up.

Enterprise Licensing Agreements (ELAs)
Customized contracts negotiated between the software provider and the client.

Features
Fixed Pricing: Agreed-upon pricing for a set period, often with volume discounts.
Customized Terms: Tailored features, service levels, and support options.
Dedicated Resources: May include dedicated infrastructure or support personnel.

Ideal For: Large organizations with substantial usage requiring personalized terms.

Perpetual Licensing
A one-time purchase grants indefinite use of a specific software version.

Features
Upfront Cost: Higher initial investment with no recurring subscription fees.
Maintenance Fees: Optional ongoing fees for support and updates.
On-Premises Deployment: Software is often installed on the client's infrastructure.
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Ideal For: Organizations preferring complete control over the software environment.

Open Source Licensing
Software is freely available under an open-source license.

Features
No Licensing Fees: Software can be used, modified, and distributed without cost.
Community Support: Reliance on community forums and documentation.
Customization: Ability to tailor the software to specific needs.

Ideal For: Entities with technical expertise to manage and customize the software independently.

Additional Considerations in Contracts

Data Usage and Privacy
Data Ownership: Clear terms about who owns the data and any outputs generated.
Compliance: Adherence to regulations (e.g., GDPR, HIPAA) regarding data handling.
Training Data Use: Whether your data may be used to further train or improve the provider's models.

Service Level Agreements (SLAs)
Uptime Guarantees: Commitments on system availability.
Performance Metrics: Response times and throughput guarantees.
Support Response Times: Expectations for support queries and issue resolution.

Intellectual Property Rights
Output Ownership: Rights to the content generated by the AI.
Licensing of Generated Content: Any restrictions on how the output can be used or distributed.

Support and Maintenance
Technical Support: Levels of support provided (e.g., email, phone, dedicated account manager).
Updates and Upgrades: Access to new features and improvements.

Termination Clauses
Exit Terms: Conditions under which the contract can be terminated.
Data Retrieval: Processes for retrieving your data upon termination.
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2.1.6 Establishing Internal Policies for Responsible LLM Use
Now that we've explored how to evaluate and contract for AI software and Large Language Models (LLMs), the 
crucial next step is defining how these powerful tools will be used responsibly within your organization. Simply 
adopting an LLM service isn't enough; clear internal guidelines are essential, even for smaller businesses, to harness 
the benefits while mitigating potential risks.
Why is an internal policy so important for an SME? Without clear rules, you might face issues like inconsistent 
brand messaging, accidental disclosure of confidential company or client data, copyright infringement risks from 
generated content, legal non-compliance (especially with regulations like GDPR), or even uncontrolled usage costs. 
A well-defined policy provides necessary boundaries and guidance for your team.
For example, your internal policy might explicitly allow employees to use a company-approved LLM for tasks like:
•	 Brainstorming initial ideas for marketing campaigns or content outlines.
•	 Summarizing lengthy, non-confidential internal documents or publicly available research.
•	 Getting assistance with drafting standard internal communications, provided they are reviewed carefully.
•	 Translating non-sensitive company materials for internal understanding.
Conversely, the same policy would likely prohibit (or require very strict controls and specific tool approvals for) 
actions such as:
•	 Inputting any confidential client information, personal employee data (PII), or sensitive company financial/

strategic plans into public or unvetted LLM tools.
•	 Using AI-generated text directly in external client communications or official reports without thorough human 

review, editing, and fact-checking.
•	 Employing LLMs to generate content that could violate copyright or plagiarize existing works.
•	 Using personal or free, unauthorized AI tools for any company-related work.
Ultimately, the goal of establishing an internal LLM policy is to ensure these technologies are used ethically and 
effectively. Common objectives include protecting confidential information, maintaining legal and regulatory 
compliance, ensuring accountability for AI-generated outputs, managing associated risks, and fostering responsible 
innovation within clear boundaries.
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ACTIVITY: “BUILD YOUR OWN INTERNAL POLICY”

The following template offers a starting point or framework for developing your own 
internal policy. It outlines key sections and guidelines covering the appropriate and 
effective use of LLMs and LLM-enhanced software features within an organization.

Internal Policy Template: Use of Large Language Models (LLMs)
Company Name: [Enter Your Company Name Here]
Policy Effective Date: __________
Policy Version: __________

Introduction:
This document outlines the internal policy regarding the acceptable, ethical, and secure use of Large Language 
Models (LLMs) and LLM-enhanced software features within [Your Company Name]. Adherence to this policy is 
mandatory for all personnel specified below.

Purpose of this Policy:
[State the primary goal, e.g., To ensure responsible, secure, and effective use of LLMs in our business activities.]
[State secondary goal, e.g., To protect confidential information belonging to the company and its clients.]
[State compliance goal, e.g., To ensure compliance with GDPR and other relevant data protection regulations.]
[State risk/benefit goal, e.g., To maximize efficiency gains from AI while mitigating associated risks.]

Scope:
This policy applies to: [Specify personnel, e.g., All full-time and part-time employees, contractors, interns]
This policy covers: [Specify activities/tools, e.g., All use of LLMs for company-related work, Use of company-
provided and external LLM tools]

1. Definitions
1.1 Large Language Models (LLMs): Artificial Intelligence systems designed to understand and generate human-like 
text.
1.2 Approved LLM Tool(s): [List or reference the specific LLM tools, platforms, or software versions officially 
approved for use within the company.]
1.3 Confidential Information: [Define what constitutes confidential company and client information for the purpose 
of this policy.]
1.4 Personal Data: [Define based on GDPR/local regulations, e.g., Any information relating to an identified or 
identifiable individual.]
1.5 Other Key Terms:

2. General Guidelines
2.1 Authorization:
Permitted LLM Tools/Platforms: [List specific tools/subscriptions approved for general or specific use.]

Prohibited LLM Tools/Platforms: [List specific tools/types explicitly banned for company work, e.g., public 
free web versions for sensitive tasks.]
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Approval Process for Exceptions: [Describe the process, if any, for requesting permission to use non-approved 
tools and who grants approval.]

2.2 Training:
Required Training Content: [List topics, e.g., This Policy, Data Security Best Practices, Ethical AI Use, 
Identifying AI Bias.]

Personnel Required: [Specify who must complete the training.]

Completion & Tracking: [Describe how training will be delivered and completion tracked.]

2.3 Accountability:
[State clearly that the human user is fully responsible for reviewing, verifying accuracy, ensuring 
appropriateness, checking for bias/plagiarism, and ultimately owning any output from an LLM used for work.]

2.4 Transparency:
Disclosure Requirements: [Specify when disclosure of AI use is mandatory (e.g., client deliverables, published 
content) and when it might be optional (e.g., internal drafts). Describe the required method/phrasing for 
disclosure.]

3. Use in Client Communications
3.1 Accuracy and Reliability: [Mandate human verification and editing of ALL AI-assisted client communications 
before sending. Specify quality standards.]
3.2 Confidentiality: [State the rules regarding client data VERY clearly. E.g., Explicitly prohibit inputting client 
confidential/personal data into non-approved tools. Specify conditions ONLY for approved, secure tools if 
applicable, referencing necessary agreements/compliance.]
3.3 Professionalism: [Require all AI-assisted communication to be edited to match the company's brand 
voice, tone, and professional standards.]

4. Use in Report Creation
4.1 Quality Assurance: [Mandate human review, critical editing, fact-checking, and addition of context/
analysis for all AI-assisted reports.]
4.2 Attribution: [Specify if/how AI assistance must be acknowledged or cited in internal or external reports.]
4.3 Data Security: [Reinforce rules against inputting sensitive company data (financial, strategic) into 
unapproved LLMs.]

5. Use in Product Writing and Design
5.1 Innovation Support: [Clarify approved uses (e.g., brainstorming, initial drafts) and mandate human 
oversight for final review (originality, accuracy, brand fit, compliance).]
5.2 Compliance Checks: [Require checks for potential IP infringement (copyright, plagiarism) for AI-generated 
content intended for public or commercial use.]
5.3 Ethical Considerations: [Prohibit generating misleading, biased, discriminatory, or harmful content. 
Define specific ethical boundaries relevant to your business/industry.]
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6. Data Privacy and Security
6.1 Personal Data Protection: [Establish clear rules based on GDPR/local laws for inputting any personal data. 
Reference consent needs and list ONLY approved, secure tools/processes if applicable.]
6.2 Data Minimization: [Instruct users to provide only the minimum data necessary for the task when using 
approved tools.]
6.3 Secure Usage: [Specify security practices: secure connections, approved devices, secure handling/storage 
of sensitive outputs.]

7. Compliance and Legal Considerations
7.1 Regulatory Adherence: [State the requirement to comply with all applicable laws (data privacy, industry-
specific regulations).]
7.2 Intellectual Property Rights: [State the requirement to respect third-party IP. Clarify expectations 
regarding understanding the IP ownership/usage rights of content generated by approved tools.]
7.3 Third-Party Policies: [Mandate adherence to the Terms of Service and Acceptable Use Policies of all 
approved third-party LLM providers.]

8. Training and Support
8.1 Mandatory Training: [Outline scope, frequency, and audience for mandatory training.]
8.2 Resource Access: [Specify where to find guidelines, approved tool lists, support contacts, or help with 
policy questions.]
8.3 Continued Education: [Outline expectations for staying informed on policy updates and best practices.]

9. Monitoring and Review
9.1 Usage Monitoring: [State if/how usage of approved tools may be monitored (compliance, cost, security) 
and the purpose.]
9.2 Feedback Mechanisms: [Define the process for reporting issues, concerns, or suggestions related to LLMs 
or this policy (e.g., contact person/department).]
9.3 Policy Review: [State the frequency for formal policy review and updates (e.g., Annually, or as needed).]

10. Responsibilities
10.1 Employees/Users: [List key responsibilities: Follow policy, complete training, verify output, use securely, 
report issues.]
10.2 Managers: [List key responsibilities: Ensure team awareness/compliance, provide guidance.]
10.3 Compliance Officer/Designated Body: [Identify the role/person responsible for policy oversight, tool 
approvals, issue resolution.]

11. Violations and Disciplinary Actions
11.1 Non-Compliance: [State that violation may lead to disciplinary action, referencing company procedures 
and potential consequences.]
11.2 Reporting Violations: [Outline the procedure for reporting suspected violations.]

12. Acknowledgement
[State the requirement for personnel covered by the policy to formally acknowledge they have read, 
understood, and agree to comply. Describe the acknowledgement method (e.g., signed form, digital 
checkbox).]
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Acknowledgement Signature:
I, the undersigned, acknowledge that I have received, read, understood, and agree to abide by the terms of 
this Internal Policy for Use of Large Language Models (LLMs).
Employee Signature: _________________________
Printed Name: _________________________
Date: _________________________

Example of Policy using the Template

Internal Policy for Use of Large Language Models (LLMs)

This policy outlines the guidelines for the appropriate and effective use of LLMs and LLM-enhanced software 
features within our organization. It applies to all employees, contractors, consultants, temporary staff, and other 
workers at the company, including all personnel affiliated with third parties. It covers all use of LLMs and LLM-
enhanced software features in activities such as client communications, report creation, product writing, design, 
and any other business-related tasks. The purpose of this specific policy is to:
•	 Ensure the responsible and ethical use of LLMs in all business activities.
•	 Protect client confidentiality and company proprietary information.
•	 Maintain compliance with applicable laws, regulations, and industry standards.
•	 Enhance efficiency while mitigating risks associated with the use of AI technologies.

1. Definitions
Large Language Models (LLMs): Advanced AI systems capable of understanding and generating human-like 
text based on deep learning algorithms.
LLM-Enhanced Software Features: Software functionalities that incorporate LLMs to augment user 
capabilities, such as predictive text, content generation, or automated summarization.

2. General Guidelines
Authorization: Only use company-approved LLM tools and software. Unauthorized use of external LLM 
services is prohibited unless explicitly permitted for specific, non-sensitive tasks under clear guidelines.
Training: Users must complete requisite company training on the responsible use of LLMs and this policy 
before utilizing them in their work.
Accountability: Users are ultimately responsible for the output generated or assisted by LLMs they use. This 
includes verifying accuracy, ensuring appropriateness, and checking for potential issues like bias or plagiarism 
before using the output.
Transparency: Disclose when content is generated or significantly assisted by an LLM where appropriate or 
required by company guidelines, particularly in external communications or formal reports.

3. Use in Client Communications
Accuracy and Reliability: ALWAYS verify all LLM-generated communications for factual accuracy, contextual 
appropriateness, and tone before sending to clients. Do not rely solely on AI output.
Confidentiality: STRICTLY PROHIBITED: Do not input, paste, or otherwise disclose confidential client 
information or personal data into public or unauthorized LLMs. Only use approved, secure tools where data 
handling complies with privacy laws (e.g., GDPR), client agreements, and company policies.
Professionalism: Ensure all AI-assisted communications strictly adhere to the company's standards for 
professionalism, brand voice, and tone.
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4. Use in Report Creation
Quality Assurance: Thoroughly review and critically edit LLM-generated reports or sections to ensure 
they meet the company's quality, accuracy, and analytical standards. Add necessary context, analysis, and 
verification.
Attribution: If required by company guidelines or academic/professional standards, attribute the use of LLMs 
in the creation of reports appropriately.
Data Security: Avoid inputting sensitive company financial data, strategic plans, or other proprietary 
information into LLMs that lack explicit company approval and appropriate security assurances.

5. Use in Product Writing and Design
Innovation Support: LLMs can be leveraged for brainstorming, idea generation, and drafting initial concepts. 
However, all final product descriptions, designs, or creative outputs must be reviewed by humans for 
originality, accuracy, compliance, and strategic alignment.
Compliance Checks: Ensure all AI-assisted content complies with intellectual property laws (copyright, 
trademark) and does not infringe on third-party rights. Verify originality where needed.
Ethical Considerations: Avoid using LLMs to create content that is knowingly false, misleading, biased, 
discriminatory, harmful, or otherwise unethical.

6. Data Privacy and Security
Personal Data Protection: Do not input personal data (of clients, employees, or others) into LLMs unless 
explicit consent has been obtained where required, data processing agreements are in place (if applicable), 
and the tool used is company-approved for handling such data under GDPR or other relevant regulations.
Data Minimization: When using approved tools for tasks involving necessary data, only provide the minimum 
amount of information required for the LLM to perform the task effectively.
Secure Usage: Ensure that any interaction with LLMs, especially if involving company data, occurs through 
secure connections and approved platforms. Follow company guidelines for storing or handling outputs that 
may contain sensitive information.

7. Compliance and Legal Considerations
Regulatory Adherence: All use of LLMs must comply with applicable laws and regulations, including data 
protection laws (GDPR, CCPA, etc.) and any industry-specific regulations relevant to our business.
Intellectual Property Rights: Respect all copyrights, trademarks, patents, and other intellectual property 
rights. Do not use LLMs to generate content that infringes on these rights. Understand the ownership and 
usage rights of AI-generated output based on the tool's terms.
Third-Party Policies: When using company-approved third-party LLM services (e.g., via API), adhere strictly 
to their terms of service and usage policies.

8. Training and Support
Mandatory Training: All relevant personnel must participate in mandatory training sessions covering this 
policy, ethical AI use, data security practices, and effective prompting techniques for approved tools.
Resource Access: Utilize company-provided resources, guidelines, and designated support channels for 
assistance or clarification on LLM-related tasks and policies.
Continued Education: Stay informed about updates to this policy, approved tools, and emerging best 
practices regarding LLM usage in a business context.

9. Monitoring and Review
Usage Monitoring: Be aware that the company may monitor the usage of approved LLM tools to ensure 
compliance with this policy and manage associated costs or risks.
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Feedback Mechanisms: Promptly report any issues, unexpected outputs, potential security concerns, or 
ethical dilemmas related to LLM use to your supervisor or the designated compliance officer/department.
Policy Review: This policy will be reviewed periodically (e.g., annually or as needed) and updated to reflect 
technological advancements, evolving regulations, and business needs.

10. Responsibilities
Employees/Users: Adhere strictly to this policy, complete required training, use LLMs responsibly and 
ethically, ensure the accuracy and appropriateness of AI-assisted work, and report concerns.
Managers: Ensure team members are aware of, understand, and comply with this policy. Provide necessary 
support and guidance regarding the appropriate use of approved LLM tools.
Compliance Officer/Designated Body: Oversee adherence to this policy, manage approvals for LLM tools (if 
applicable), handle reported violations or concerns, and coordinate policy reviews and updates.

11. Violations and Disciplinary Actions
Non-Compliance: Failure to comply with this policy may lead to disciplinary action, which could range from 
retraining or warnings up to and including termination of employment or contract, depending on the severity 
of the violation.
Reporting Violations: Employees are encouraged and expected to report any suspected violations of this 
policy through appropriate channels (e.g., manager, compliance department, anonymous hotline if available).

12. Acknowledgement
All employees and relevant personnel are required to formally acknowledge that they have read, understood, 
and agree to comply with this internal policy regarding the use of Large Language Models.
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Unit 2.2 Develop a personalised AI strategy for your business

Now that you're familiar with AI concepts, evaluation criteria, and policy considerations from the previous sections, 
let's focus on action. This chapter outlines key steps for creating a practical AI strategy tailored specifically for your 
small or medium enterprise, ensuring your AI efforts deliver real value.

2.2.1 Why a Personalised Strategy Matters

AI offers the potential to transform the way your business operates by providing tools to optimise processes, im-
prove customer engagement and facilitate data-driven decision-making. However, to leverage its full potential, you 
need a strategy customized to your specific needs, objectives, operations and business size. Small businesses can 
start with simpler tools that deliver quick benefits, while larger businesses may require more complex solutions 
which need significant adjustments to business structures, processes, and staff responsibilities. Developing a per-
sonalised AI strategy is a systematic approach that ensures AI tools are not just adopted, but are fully integrated 
into your operations for optimal effect.

There are 6 key steps to developing a strong AI business strategy.

Step 1: Understanding your business needs and objectives
The first step is to assess existing procedures and define clear objectives. For small businesses, the focus may be on 
automating repetitive and time-consuming tasks, such as scheduling, inventory management, or handling customer 
inquiries. These improvements can immediately release time and resources, allowing employees to focus on more 
strategic tasks.

Examples
A small retail store could use Tidio to automate customer inquiries through chatbots, providing instant responses 
to frequently asked questions.
A local bakery could use Google AI Forecasting to predict demand and optimise stock levels, minimising waste and 
ensuring popular products are always available.

Did you know? Automating repetitive tasks can cut the time spent on them by up to 20%, allowing employees 
to focus on higher-value activities.

Step 2: Evaluating and organising your business data
Before implementing AI, it is essential to evaluate the organisation’s data infrastructure and readiness. A data audit 
evaluates the quality, accessibility, and management of data to ensure it is reliable and secure. Conducting a com-
prehensive data audit not only guarantees the reliability of your data but also establishes a basis for successful AI 
implementation. With clean, well-organised data, businesses can integrate information from various departments 
and generate actionable insights.

Examples
A travel agency could use Descript to transcribe customer feedback from calls, helping to identify trends and im-
prove services.
A small e-commerce business could use Jasper AI to analyse customer purchase history and create personalised 
marketing content.

Tip: If you use multiple platforms (social media, email, CRM), think about combining data sources for a com-
plete view of your customers.
Did you know? Businesses with high-quality data are 70% more likely to achieve success with AI implementation.
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Step 3: Selecting the right tools
There is a wide range of tools, from free platforms to advanced paid solutions, suitable for businesses of all sizes 
and sectors. For a small business, there are many simple tools that often have user-friendly designs and require min-
imal setup, making them easily accessible for non-technical users.
When evaluating tools, consider factors like ease of use, compatibility with your existing systems, scalability and 
cost to ensure that the tools you choose can grow with your business. Many AI providers offer free trials, which is a 
great opportunity to test their features before committing.

Examples
A freelance graphic designer could use Leonardo.ai to generate high-quality images for client projects.
A small restaurant could use HeyGen to create engaging AI-generated video content for social media promotions.
A boutique owner can use Canva AI for promotional visuals and ChatGPT to automate responses to common cus-
tomer queries.

Did you know? The global AI tools market is expected to reach significant value (e.g., potentially hundreds of 
billions of pounds/euros/dollars) by the mid-2020s, highlighting the rapid adoption of AI across industries. 
(Self-correction: Updated the stat to be less specific and avoid potentially outdated figures).

Step 4: Integrating AI into your operations
Integrating AI into your everyday activities requires careful planning and execution. Begin with small, manageable 
implementations, such as using AI to automate email follow-ups or using chatbots to handle initial customer inqui-
ries. These simple steps can save significant time while improving efficiency.
AI can also be integrated into marketing strategies, enabling you to analyse customer data and develop personalised 
campaigns that connect with your target audience. For example, a subscription service could use AI to detect cus-
tomers likely to cancel and proactively offer discounts or customised offers to keep them.
To ensure the success of your integration, set measurable goals, such as reducing customer service response time 
by 30% or increasing sales conversion rates by 15% within six months. Regularly monitor performance metrics and 
refine your approach as needed to maximise results.

Examples
A handmade jewellery business could use DALL·E 3 to generate unique product mock-ups before production.
A digital marketing agency could use Copilot to assist in drafting emails and social media posts more efficiently.

Step 5: Prioritising AI skills development
AI tools can seem complex, but successful implementation relies on equipping employees with the necessary un-
derstanding, even if not deep technical skills. For a small business, this process is often manageable, especially as 
many AI tools aimed at SMEs prioritize user-friendly interfaces that don’t require extensive technical training. Au-
tomation platforms or simple chatbots can often be adopted without specialised knowledge. However, investing 
time in basic training on how the chosen tools work, their limitations, and best practices for using them (like prompt 
engineering for LLMs) is always beneficial.

Examples
A fashion boutique owner could take an online course on using Midjourney effectively to generate AI-powered de-
sign concepts.
A real estate agent could use a tool like Synthesia to create AI-generated property listing videos without needing 
complex video editing skills, but would benefit from learning how to best script and prompt the tool.
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Step 6: Gaining employee participation and commitment
Gaining employee support and buy-in is essential for successful AI adoption in any company. In small businesses, 
direct and informal communication channels can be a significant advantage. Leaders can personally discuss the 
reasons for adopting AI, address concerns openly, demonstrate the benefits to employees' own workflows, and di-
rectly involve them in selecting or implementing tools. Because smaller company scales permit closer engagement, 
employees often feel more connected to strategic decisions and may embrace changes more readily if they under-
stand the 'why' and feel involved.

Examples
A small boutique using ChatGPT for customer inquiries could involve staff in reviewing the bot's answers and refin-
ing its knowledge base.
A local bookshop using Claude AI for book summaries could ask staff to test the recommendations and provide 
feedback on their quality based on their expertise.

Conclusion
Developing an AI strategy requires a tailored approach reflecting the unique characteristics and resources of your 
business. Small businesses can often achieve significant results starting with simple, user-friendly, scalable tools, 
while larger organisations might tackle more complex integrations. By focusing on careful planning across these 
six steps, prioritising clear communication and employee engagement, and embracing continuous improvement, 
businesses of all sizes can effectively harness AI’s transformative potential. 
Remember, developing and implementing an AI strategy is often an iterative process; start with manageable steps, 
measure results, and refine your approach as you learn.
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ACTIVITY: “DEVELOP YOUR PERSONALISED AI STRATEGY”

To apply what you have learned, complete the following form to develop an AI strategy tailored to your business. 
By answering the following questions, you can identify those areas in your business where you could use AI 
applications. Thinking through and writing down your answers helps solidify your plan. Then you can visit EmpowerAI 
Compendium and discover which tools you could use.

Personalised AI Strategy Planning Form

Step 1: Understanding Your Business Needs
Accounting

	y What are your daily accounting tasks? (e.g., invoicing, expense tracking, sales reporting)
	y How much time do these tasks take each week?
	y How do you currently track and analyse financial data?

Marketing
	y How do you promote your business? (e.g., social media, email marketing, ads)
	y How do you collect and analyse customer data?
	y What types of content do you create, and how often?

Customer Communication
	y How do you respond to customer inquiries? (e.g., phone, email, social media)
	y How much time is spent on customer support?
	y How do you track customer satisfaction and feedback?

Inventory Management
	y How do you track inventory? (e.g., manually, software, spreadsheets)
	y How do you forecast demand and manage supplier orders?
	y How often do you experience stock shortages or overstock issues?

Human Resources
	y How do you manage hiring and employee training?
	y What methods do you use to evaluate employee performance?
	y How do you track employee schedules and workload distribution?

Operations & Workflow Management
	y How do you manage daily tasks and workflows? (e.g., scheduling, task delegation, project management)
	y How do you monitor business performance metrics?
	y What are the most time-consuming manual processes in your workflow?
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Step 2: Organising and Managing Data
	y Where do you store customer data? (emails, spreadsheets, CRM, paper records)?
	y Is your data organised and easily accessible? If not, what are the main challenges?
	y Do you need to improve your data management?

Step 3: Selecting AI Tools
	y What type of AI tool would be most beneficial for your business? (e.g., customer service, marketing, content 

creation, data analysis)
	y List one or two AI tools you are interested in exploring further.

Step 4: Integrating AI into Operations
	y What is one small way you could implement AI into your daily operations?
	y How would you measure the success of this AI integration?

Step 5: Developing AI Skills
	y How confident do you feel in using AI tools? (Scale 1-5)
	y What is one step you can take to improve your AI skills? (e.g., watching a tutorial, experimenting with a free 

tool)

Step 6: Gaining Employee Participation
	y How would you explain the benefits of AI to your team in one sentence?
	y What concerns might employees have, and how could you address them?
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2.2.2 How to use AI to get information

AI can simplify and speed up the process of gathering, summarising, and organising information in small businesses. 
Instead of spending hours reading emails, analysing sales trends, or manually consolidating reports, AI-powered 
tools can quickly extract and present relevant data. Many of these tools are built into commonly used applications 
and require little to no technical expertise, making them accessible for small businesses with limited resources. 
However, some advanced analytics platforms may require additional training or experience. Here are some practical 
examples of how AI can assist in everyday business tasks:

Summarising emails and documents efficiently
Small business owners often receive long emails, proposals, or reports that take time to process. AI can extract 
key points, saving time and improving response speed. Most email and document management systems have AI 
features integrated, requiring minimal effort to use.

Examples:
	y Microsoft Outlook AI / Gmail AI > Suggests email responses and summarises long email threads automatically.
	y Notion AI > Summarises meeting notes or lengthy reports into key takeaways.
	y ChatGPT / Claude AI > Extracts action points from a business proposal or a legal contract.

Try This: Copy a long customer email into ChatGPT and ask it to generate a short summary with key concerns 
and a suggested response.

Extracting key insights from large text collections
Businesses handle multiple sources of text-based data, such as customer reviews, survey responses, or social media 
feedback. AI can scan through these and identify common themes or issues. Most of these tools are easy to use and 
require only basic input.

Examples:
	y Google Reviews Analysis (via ChatGPT or Claude AI) > Summarises positive and negative trends from customer 

feedback.
	y MonkeyLearn AI > Automatically categorises survey responses based on sentiment (some setup required for 

optimal use).
	y Meta Business Suite AI > Highlights the best-performing social media content and customer interactions.

Try This: Export recent customer reviews and use AI to summarise the most common praises and complaints 
to improve your services.

Consolidating data from multiple documents
If important business information is scattered across different files, AI tools can merge and structure it into a single, 
coherent report. While spreadsheet-based AI tools are user-friendly, advanced analytics platforms like Power BI 
may require some learning.

Examples:
	y Microsoft Excel AI / Google Sheets AI > Automatically compiles data from multiple spreadsheets and detects 

patterns (easy to use for basic tasks).
	y Power BI / Tableau AI > Creates visual reports from raw data across different sources (requires some knowledge 

of data visualisation).
	y Zapier AI > Connects multiple apps to gather data in real-time and automate reporting (setup required but 

minimal ongoing effort).
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Try This: If you manage multiple spreadsheets for sales, stock, and expenses, use Google Sheets’ AI-powered 
functions to consolidate them into one dashboard.

Monitoring market trends and competitor activities
Keeping track of industry trends and competitors can be time-consuming. AI can automate this process and deliver 
insights in real-time. Most market analysis tools provide straightforward interfaces, but may require time to 
interpret the insights effectively.

Examples:
	y Google Trends > Identifies rising search trends in your industry (easy to use, no setup required).
	y SimilarWeb > Analyses competitor websites and online performance (requires basic understanding of analytics).

Try This: Use Google Trends to check how interest in your product category is changing over time and adjust 
your marketing strategy accordingly.

Predicting future sales and demand
AI can analyse past performance and external factors to forecast upcoming trends, helping businesses make 
informed decisions about stock and resources. Some predictive analytics tools are user-friendly, while others 
require familiarity with data processing.

Examples:
	y Zoho Inventory AI > Predicts which products will be in demand based on previous sales trends (easy to use with 

existing sales data).
	y Google AI Forecasting > Suggests the best stock levels by analysing historical data (requires some knowledge of 

forecasting tools).
	y IBM Watson Analytics > Helps identify seasonal sales patterns (more advanced, best for businesses comfortable 

with data science tools).
Try This: Use Zoho Inventory AI to review past sales and predict which products will be most popular in the 
next quarter.

Instead of spending hours manually searching for data, AI allows small businesses to extract, summarise, and 
organise information efficiently. Many of these tools are built into widely used office software and require no 
special skills. However, more advanced analytics platforms may need additional training or experience. The key is to 
start with simple AI features embedded in everyday tools and gradually explore more advanced options as needed. 
AI can automate your most time-consuming tasks, helping you focus on growing your business.
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ACTIVITY: “AI-POWERED BUSINESS INSIGHTS”

To put AI-powered data gathering into practice, complete this task.

Scenario: You own a small bakery and want to improve your business using AI. Answer the following questions by 
choosing the correct AI tool for each task:

1. You need to summarise a long email from a supplier regarding ingredient availability.
A) Google Trends
B) ChatGPT
C) Notion AI

2. You want to analyse recent customer reviews to identify the most common feedback trends.
A) Notion AI
B) Zapier AI
C) Google Reviews Analysis (via ChatGPT)

3. You are preparing for the holiday season and want to forecast demand for your most popular pastries.
A) Google AI Forecasting
B) SimilarWeb
C) Microsoft Outlook AI

4. You want to consolidate sales, expenses, and inventory data into a single report.
A) Gmail AI
B) Power BI / Tableau AI
C) Google Trends

5. You need to track competitor marketing strategies and trending topics in your industry.
A) BuzzSumo AI
B) ChatGPT
C) Microsoft Excel AI

Correct Answers:  1: Β, 2: C, 3: A, 4: B, 5: A
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2.2.3 Including chatbots and FAQs in your business strategy

A crucial element for improving customer experience and saving time is the integration of 
chatbots and Frequently Asked Questions (FAQs) into your business strategy. Chatbots and 
AI-powered FAQs help automate responses, improve accessibility, and enhance customer 
satisfaction. Let’s explore their benefits, types, and best practices for implementation.

What are chatbots?
Chatbots are software applications designed to simulate human conversation through written or spoken language. 
Their aim is to answer questions instantly, perform simple tasks, and guide users to various operations or information. 
They are used on websites, mobile apps, social networks, and messaging platforms, allowing businesses to automate 
their communication and enhance customer interactions.
There are two main types of chatbots:
•	 Rules-based chatbots
	 These chatbots work according to predefined scenarios and use keyword lists or decision trees. When the user 

enters a message containing specific words, the bot returns the corresponding answer. They are suitable for 
simple, repetitive questions and procedures, like “What are the opening hours?” or “How do I return a product?” 
Although they are limited in understanding the user’s meaning or intent, they are easy to develop and inexpensive 
to implement. They are ideal for small businesses that need a simple, instant reporting tool.

•	 AI chatbots
	 The most advanced chatbots incorporate technologies such as Natural Language Processing (NLP) and Machine 

Learning (ML). These bots can understand more complex, open-ended questions and answer more naturally and 
accurately. They can also "learn" from previous conversations and tailor their responses to the user's profile or needs. 
For example, an AI chatbot can handle a question such as: "I'd like a quick gluten-free meal for around €10" by 
combining keywords, intent and historical data. In addition, it can integrate with other tools (CRM, databases, 
booking system), offering interfacing with other business functions.

Chatbots are widely used for tasks such as customer service, attracting potential customers, order tracking, 
appointment scheduling, and answering frequently asked questions. Unlike traditional service channels, chatbots 
are available 24/7, can handle multiple conversations simultaneously, and provide immediate answers, reducing 
wait times and improving customer experience.
According to IBM (2023), businesses using AI-powered chatbots can reduce customer service costs by up to 30%, 
while increasing customer satisfaction with faster and consistent service. Similarly, Tidio that over 80% of common 
customer questions can be answered by chatbots without human intervention.

Benefits of chatbots for businesses
•	 24/7 customer support.
	 Chatbots provide customer support at any time of day, even outside business hours.
•	 Improved response times.

A chatbot can provide instant answers unlike a traditional customer support agent who needs to put customers 
on hold, reducing wait times. It can also deal with multiple inquiries at the same time, preventing any potential 
loss of customers due to delays.

•	 Increased efficiency.
Automates repetitive tasks, freeing up staff.

•	 Cost reduction.
Reduces customer service by operating continuously without breaks or extra salaries. Its ability to handle 
multiple customer inquiries at the same time ensures scalability and managing higher volumes without increasing 
labour costs.

•	 Improved customer experience.
AI chatbots can quickly verify the customer’s identity and deliver personalised responses. Additionally, AI 
chatbots can offer multilingual services. Serving customers in their preferred language results in a higher 
likelihood of sales. 72% of shoppers are more likely to buy a product offered in their preferred language.
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•	 Data collection.
The work of an AI chatbot is not limited to answering customer inquiries. It can also track customer behaviours, 
common complaints, popular items, products with problems etc. It then performs a deep analysis of the data 
and provides information to guide business decisions.

Challenges and risks of chatbots
•	 Poor Data Quality.

Since AI chatbots learn from multiple sources and cannot distinguish between good and bad ones, they may 
present incorrect or biased information.

•	 Limited creativity and originality.
AI chatbots cannot improvise a response, are incapable of being creative or delivering original responses. For 
example, the AI chatbot may not understand a customer’s joke, unless it is deeply trained in the context. In such 
cases, it delivers irrelevant responses.

•	 Decision-making limitations.
AI chatbots are bound by rules and have limitations in their decision-making abilities. Entrusting full decision-
making to an AI chatbot can have negative results. Human agents must be the second line of defence to avoid 
unfavourable customer experience.

•	 Privacy Concerns.
Businesses must comply with GDPR and protect customer data.

•	 Lack of human connection and empathy
Over 75% of customers who use chatbots end up requiring human assistance. This is more so due to chatbots’ 
inability to understand and empathise with human emotions. 

Tip: Combine AI chatbots & human agents for a hybrid approach!

What is a FAQ page?
An FAQ page, or Frequently Asked Questions, is a structured collection of the most common concerns 
and issues customers face along with clear answers. They provide a self-service option for customers, 
reducing the need for human intervention.
The primary goal of an FAQ page is to give customers a more comprehensive image of the business and possibly 
minimise the confusion or hesitance that might occur when questions don’t get answered. The FAQ page usually 
is the first contact the customer has with the business, as many people prefer to look for answers themselves first.

Where are FAQs used?
•	 Websites.

A dedicated page answering common customer queries.
•	 E-commerce Stores.

Addressing concerns about shipping, returns, and product details.
•	 Help Desks & Customer Support.

Offering quick access to solutions for frequent technical issues.
•	 AI Chatbots.

AI-driven FAQs allow customers to type questions and receive automated responses.

Why are FAQs important for businesses?
•	 Save Time for Staff.

Reduce repetitive inquiries and let employees focus on complex tasks.
•	 Improve Customer Satisfaction.

Customers get instant answers without waiting for support.
•	 Increase Website Engagement.

Visitors stay longer and find valuable information.
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•	 Boost Conversions & Sales.
Address common purchase concerns and improve decision-making.

•	 Improve website’s visibility on search engines like Google.
Well-structured FAQs enhance search engine rankings, driving traffic to your site.

Example:
A local bakery with a FAQ section about custom cake orders, pricing, and delivery times reduces phone inquiries, 
allowing the team to focus on production.

Building an effective FAQ page
An effective FAQ page allows your customers to get quick answers on their own, without having to reach out to 
customer support. It saves time for your team and improves the overall user experience. A well-designed FAQ page 
answers real questions clearly, is easy to navigate, and builds trust with your audience.
Here are the steps you need to take to create an aesthetically pleasing and functional FAQ page of your own.

1. Identify common questions
Your FAQ page should focus on the most common issues your customers face when interacting with your business. 
To do that, you should gather customer inquiries from emails, support tickets, and social media. You need to ask 
your sales and support teams what questions they answer the most, or consider conducting a survey.

Example questions:
"What are your shipping policies?"
"How can I reset my password?"
"What is your return policy?"

2. Organise questions into categories
Instead of a long, unstructured list, that won’t help customers find their answers quickly, divide FAQs into sections 
to easily guide them through the page. Some examples of such categories are:
•	 Shipping & Delivery
•	 Product Information
•	 Returns & Refunds
•	 Account & Payments

If you have a large FAQ page with many categories and sections, add a search bar to it. In that way users will find the 
right question faster without having to scroll through the entire list.

Example:
A fitness subscription service structures its FAQ section like this:
•	 Billing Questions

How do I update my payment method?
What payment methods do you accept?
Can I get a refund if I cancel early?

•	 Subscription Plans
Can I pause my subscription?
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Do you offer a free trial?
What happens if I cancel my subscription mid-month?

•	 Workout Content
How do I access my training videos?
Are the workouts suitable for beginners?
How often is new content added?
Can I download videos for offline use?

3. Write clear & concise answers
Use simple language and avoid complicated terms that might confuse your customers. Keep your responses short 
and direct, ideally between two and four sentences. If additional information is needed, provide links to more 
detailed resources.

Example:
Confusing: "We generally try to ensure delivery times remain reasonable, but they may vary depending on location 
and service availability."
Clear: "Standard shipping takes 3-5 business days. Express shipping takes 1-2 business days."

4. Use an AI-powered search feature
AI-powered FAQs (e.g., Algolia AI) allow customers to type natural language queries and get instant, relevant 
answers.

Example:
Instead of browsing through the FAQ list, a customer types "How do I change my order?" and instantly receives the 
correct answer.

5. Use of visuals and tutorials
Include images, infographics, or video tutorials. This will provide clearer explanations or demonstrations.

6. Keep FAQs updated
Keep your FAQ page current by updating it regularly with new information gathered from the regular review of 
customer feedback. Add new answers based on user feedback and changing needs.
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ACTIVITY: “DESIGNING A CHATBOT AND FAQ SECTION”

Scenario: You are a small business owner looking to improve customer support by integrating a chatbot and a FAQ 
section into your website. Your goal is to reduce the workload on your team while ensuring customers quickly find 
the information they need.

Complete the following 3 activities

Activity 1: 
Instructions: Match each chatbot feature to the correct business need.

Activity 2: Building a FAQ section (Multiple Choice)
Question: Which of the following should be included in an effective FAQ section? (Select all that apply)

a) Return and refund policies
b) How-to guides for using products/services 
c) Common customer issues and troubleshooting steps
d) Personal company history and achievements

Activity 3: Choosing the right chatbot for your business (Multiple choice)
Scenario: You run an e-commerce store and want a chatbot to assist customers with product recommendations, 
order tracking, and FAQs. Which chatbot platform would best meet your needs?

a) A simple rule-based chatbot with only predefined responses
b) A low-code AI chatbot that integrates with your website and learns from customer interactions.
c) A chatbot that requires full custom development and takes months to deploy

Column B: Chatbot features
A.	 AI-powered response to FAQs

B.	 Data collection on customer inquiries

C.	 Order tracking and checkout assistance

D.	 Automated responses to common support 
questions

Column A: Business needs
1.	 Answering customer questions instantly

2.	 Reducing repetitive inquiries for staff

3.	 Collecting customer feedback

4.	 Assisting customers with completing 
orders

Solution: 1-A, 2-D, 3-B, 4-C

Correct: A, B. C
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Answers:
A) Incorrect. While rule-based chatbots can answer common FAQs, they lack the ability to personalise recommendations or 
track orders dynamically.

B) Correct. AI-powered chatbots with machine learning (ML) and natural language processing (NLP) can handle complex 
queries, personalise recommendations, and track orders efficiently.

C) Incorrect. While custom-built AI chatbots provide more flexibility, they require significant time and resources, which may not 
be practical for small businesses.

Reflection Task: After completing the quiz, outline how a chatbot and FAQ section could benefit your 
business. Write down:
•	 FAQ questions your chatbot should answer
•	 How your chatbot could improve customer experience
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2.2.5 Overcoming AI Technology Challenges and Fears

While AI offers exciting potential to enhance your business efficiency and 
competitiveness, successfully adopting these tools often means navigating some 
common hurdles and addressing understandable concerns. Many entrepreneurs 
encounter similar obstacles, particularly around technical expertise, data 
readiness, costs, ethical considerations, and workforce impact. This section 
focuses on identifying these key challenges upfront, equipping you to understand 
and proactively manage them as you consider integrating AI into your operations.

2.2.5.1 Identifying common challenges

Adopting AI tools can have significant benefits for a business by increasing efficiency, improving decision-making, 
and creating new opportunities for growth. However, at the same time, entrepreneurs may face obstacles in their use.

Lack of expertise
The most frequent issue encountered by entrepreneurs is the absence of expertise, particularly among small and 
medium-sized businesses (SMEs) that may not have dedicated IT teams. Many entrepreneurs and employees are not 
familiar with how AI tools work, which raise concerns about their application and efficacy. The technical complexity 
of AI, such as machine learning algorithms or data training models, often poses a challenge for non-technical users. 
This knowledge gap may lead to hesitation in using AI tools, or even improper implementation, which diminishes the 
technology’s potential benefits.

Data management and quality
Another significant challenge is data management and quality, as data is the cornerstone of AI functionality. 
AI systems depend greatly on high-quality, well-organised data to generate reliable outputs. However, many 
businesses struggle with collecting, organising, and cleaning, reliable data. Issues such as incomplete datasets, 
outdated information, or inherent biases in data, can lead to inaccurate results. Poor data quality can undermine 
the reliability of AI, leading to faulty decisions that harm your business. Moreover, for larger organisations, 
isolated data storage across various departments complicates the process of effective data management and 
seamless integration.

Costs associated with AI tools
The costs associated with adopting AI tools can also pose a challenge, especially for small businesses with limited 
budgets. While free or low-cost AI solutions are available, many advanced systems require significant financial 
investment for licensing, customisation for specific business needs, or integration into existing workflows. Ongoing 
maintenance and updates can also add to the cost. These costs may discourage entrepreneurs who are working 
with tight budgets.

Ethical concerns and fear of losing control
Moreover, ethical concerns and fear of losing control are common. Entrepreneurs often worry about data privacy, 
intellectual property issues, and the potential misuse of AI technologies. For example, if a chatbot stores or 
shares sensitive data without proper safeguards, the business could face legal issues, reputational damage, or loss 
of customer trust. Additionally, there is a broader fear of dependency on AI, where entrepreneurs feel they are 
surrendering control of critical business decisions to automated systems.

Fear of job displacement
Finally, there is a widespread concern of job displacement that affects not only entrepreneurs but also their 
employees. Many business owners hesitate to adopt AI because they worry about its impact on their workforce, 
leading to layoffs and reduce workforce morale. The idea of automating tasks traditionally performed by 
employees can create resistance among teams due to concerns about losing their jobs or seeing their roles 
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diminished. This fear is rooted in the misconception that AI is designed to replace human workers entirely, rather 
than augment their capabilities.
While the challenges associated with adopting AI are varied and significant, they can be managed effectively and 
recognising these obstacles is the first step. Businesses that proactively address expertise gaps, prioritise data 
quality, manage costs strategically, uphold ethical standards, and foster a collaborative environment between AI 
and employees will be better positioned to use the transformative potential of AI technologies.
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ACTIVITY: “CLARIFYING FEARS ABOUT CHATBOTS”

Instructions: In the following activity, you will see a series of short questions related to the topic “Identifying 
common challenges when using AI.”
For each card:
1.	 Read the question and try to think of the correct answer.
2.	 Read the suggested answer and compare it with your thoughts.
3.	 Decide if your answer was correct or not.
4.	 Mark it as “I got it right” or “I got it wrong.”

Let’s begin!

Card 1

AI will always give correct answers.

Not true 

AI’s output depends on the quality and 
reliability of the data it is trained on.

Card 2

Using a chatbot means giving up  
full control of your business operations.

Incorrect 

Chatbots handle specific tasks and  
should be used to support and not replace 

human decision-making.

Card 3

All chatbots understand  
humour and sarcasm.

False 

Most chatbots struggle with context, tone, 
and the emotion behind what users say 

unless they are specifically trained.
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Card 4

Chatbots don’t always protect  
customer privacy by default.

Yes 

Business must ensure the chatbot  
is configured in line with data protection 

laws such as GDPR.

Card 5

Employees are often afraid of  
being replaced by AI.

True 

But AI should be to assist staff,  
automate repetitive tasks, and free them  

to focus on more meaningful work.

Card 6

Can I start using AI tools like chatbots  
even with a small budget?

Yes 

Many free or low-cost chatbot platforms  
are available (e.g. Tidio, ManyChat, 

ChatGPT)

Card 7

Should chatbots completely replace  
human customer support?

No 

The best approach is to use chatbots  
for simple tasks and human agents  

for complex or sensitive issues.
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Card 8

Is it necessary to be a developer  
to create an FAQ chatbot  

for your website?

No 

There are no-code and low-code platforms 
that allow you to build chatbots  

without programming skills.

Card 9

Poor data quality is one of  
the biggest risks when using AI.

Correct 

Incomplete or biased data can lead  
to incorrect outputs and  

harm customer trust.

Card 10

Once a chatbot is set up, it doesn’t require 
any further monitoring or updates.

False 

Chatbots need regular updates and 
monitoring to stay accurate, secure, and 

relevant to customer needs.
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2.2.5.2 Strategies to overcome challenges

Embracing AI can be difficult, yet with the right strategies, these challenges can be effectively 
managed, allowing businesses to maximise AI's capabilities. This section describes practical 
approaches to address common barriers like skill gaps, data management problems, financial 
limitations, ethical dilemmas, and opposition from the workforce. By implementing these 
strategies, companies can transform possible obstacles into avenues for development and 
creativity.

Skill development
Invest in training for you and your team, to use AI tools effectively. Many of these are designed for non-experts, 
with user-friendly interfaces that need no coding experience. Participating in workshops, online courses, or seeking 
advice from AI consultants, can equip you with the necessary skills for their seamless integration. Moreover, 
platforms like Coursera, LinkedIn Learning and Udemy offer free or low-cost online courses for non-experts that fit 
easily into busy schedules.

Establishing a robust data foundation
This involves setting clear guidelines for collecting, cleaning and organising your data. This involves determining 
what type of data is useful, how it will be stored, and how often it will be updated. Tools like Customer Relationship 
Management (CRM) systems (e.g. HubSpot, Salesforce) can help manage and unify data, ensuring that the input 
provided to AI tools is accurate and reliable. Sometimes asking for support from a data expert or employing a 
consultant to evaluate and improve your data infrastructure could be very helpful.

Affordable adoption options
Many free or low-cost choices are available to help you start exploring AI capabilities, like automating emails, 
analysing reviews, or creating marketing content, before making larger investments. This gradual adoption not 
only minimises financial risk but also enables you to evaluate if a tool delivers measurable value. Look out for small 
business grants or funding programs that promote digital innovation in small businesses, especially those aimed at 
women entrepreneurs, startups or the VET sector, to assist covering initial expenses.

Emphasising human-AI collaboration
AI should be presented as a tool that supports people, instead of taking their place. By automating repetitive 
and time-consuming tasks, AI allows employees to focus on more strategic, creative or customer-oriented roles. 
Communicating these perspectives to teams, while exploring re-skilling programs, can ease resistance and 
transform potential fears into opportunities for growth and innovation.

Addressing ethical and privacy concerns
To address ethical and privacy issues, you should create clear policies regarding AI use and data security. This 
includes following regulations such as GDPR and implementing safeguards to ensure that customer data is managed 
responsibly. Conducting regular audits and working with legal professionals can help reduce risks even more.

Improving transparency and trust
Select tools that offer explainable AI features or provide clear summaries of how decisions are made. Share this 
information with your team, helping them understand the logic behind AI outputs. When people understand the 
system, they are more likely to trust it. Transparency holds greater importance in areas like recruitment, pricing, or 
customer segmentation, where decisions have significant impact on individuals.

By adopting these strategies, businesses can overcome barriers to AI adoption, enabling them to fully leverage its 
transformative potential while addressing concerns and maximising benefits.
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ACTIVITY: “AI CHALLENGES IN BUSINESS”

Scenario: You are a business consultant helping a small retail company adopt AI. The company’s owner is hesitant 
due to various concerns. Your task is to assess the situation and provide solutions.

Instructions:
For each challenge below, select the best strategy to address it.

1. The business owner is unsure how AI works and is worried that their employees won’t know how to use it.
a) Suggest free online courses or AI tools with user-friendly interfaces.
b) Recommend hiring a full-time AI specialist immediately.
c) Avoid using AI altogether due to a lack of expertise.

2. The company’s sales data is stored across different spreadsheets and systems, making it hard to integrate AI tools.
a) Avoid AI because of the complexity of data integration.
b) Continue storing data as it is and manually enter it into AI tools.
c) Use AI-powered data management tools to consolidate and clean data.

3. The business has a limited budget and is concerned about the high cost of AI solutions.
a) Start with free or low-cost AI tools for automation and analytics.
b) Invest in an expensive AI system immediately to stay ahead.
c) Wait until they have a bigger budget before using AI at all.

4. The owner is worried that using AI for customer service (e.g., chatbots) will violate GDPR rules.
a) Avoid AI for customer service completely.
b) Choose AI tools that comply with GDPR and set clear data policies. 
c) Use customer data without checking regulations, as AI tools manage compliance automatically.

5. Employees fear that AI will replace their jobs and reduce morale.
a) Implement AI without explaining it to employees.
b) Emphasise that AI is meant to assist employees, not replace them, and offer training.
c) Stop AI adoption to avoid upsetting the workforce.
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Answers: Question 1 a) Correct. Many AI tools are designed for non-experts, and free training can help employees learn. b) 
Incorrect. Too costly for small businesses. c) Incorrect. Misses potential benefits. Question 2 a) Incorrect. Loses the opportunity 
for efficiency gains. b) Incorrect. Inefficient and time-consuming. c) Correct. AI can automate data cleaning and integration, 
improving decision-making. Question 3 a) Correct. Many free or affordable AI tools exist for small businesses. b) Incorrect. 
Unnecessary financial strain. c) Incorrect. Misses immediate benefits. Question 4 a) Incorrect. AI can be used safely within 
GDPR guidelines. b) Correct. Businesses must choose GDPR-compliant AI solutions and ensure proper data handling. c) 
Incorrect. Misleading. AI tools require proper setup to comply with regulations. Question 5 a) Incorrect. Leads to uncertainty 
and resistance. b) Correct. AI improves efficiency and enhances employees' work rather than replacing them. c) Incorrect. Misses 
out on AI’s benefits.
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ACTIVITY: “GET YOUR BADGE!”

Final Assessment: “Quiz” 
Choose the best answer for each question.

Category 1: 
1. 	 Personalized recommendations by AI, as seen on platforms like Netflix, primarily rely on:

a) Random suggestions based on trending content.
b) Explicitly programmed preferences set by the user.
c) Analyzing past user behavior and comparing patterns.
d) Real-time feedback provided by human editors.

2.	 For a small business aiming to improve customer service response times for frequently asked questions, the 
most pragmatic AI tool to leverage would likely be a:

a) Sophisticated AI-powered writing assistant.
b) Real-time AI translation service.
c) Simple chatbot on their website.
d) Complex AI for image recognition.

3.	 AI-powered writing tools can primarily assist businesses by:

a) Automating complex financial forecasting.
b) Analyzing customer sentiment from social media.
c) Enhancing the efficiency and effectiveness of written communication.
d) Providing real-time language translation during meetings.

4.	 If a business wants to automatically tag product images on its e-commerce site to improve searchability, the 
relevant AI capability to utilize would be:

a) Natural Language Processing (NLP).
b) Sentiment Analysis.
c) Image Recognition. 
d) Anomaly Detection.

5.	 For a business experiencing a high volume of customer inquiries via email, AI could best assist in initial sorting 
and prioritization by using:

a) AI-powered fraud detection.
b) Smart sorting and spam filters. 
c) AI assistants with voice capabilities.
d) AI for personalized recommendations.
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6.	 Large Language Models (LLMs) are a core technology driving many AI advancements, and understanding them 
can help businesses:

a) Develop their own physical robots for automation.
b) Integrate powerful language capabilities into their workflows. 
c) Create complex image recognition systems.
d) Build advanced fraud detection algorithms from scratch.

7.	 When initially choosing an LLM for a specific business task, the first crucial step should be to:

a) Compare the technical specifications of different models in detail.
b) Identify the specific task(s) you primarily want the AI to perform. 
c) Immediately request API access for deep integration.
d) Focus on the model with the lowest advertised cost.

8.	 A primary benefit of using AI to get information in a small business is:

a) The need for extensive technical expertise.
b) The increased time spent analyzing complex data.
c) The ability to quickly extract and present relevant data. 
d) The elimination of the need for human oversight.

9.	 For a small business owner overwhelmed by long email threads, AI can help by:

a) Automatically deleting irrelevant messages.
b) Forwarding all emails to a dedicated AI assistant.
c) Suggesting email responses and summarizing long threads. 
d) Transcribing voice messages into written summaries.

10.	The primary aim of integrating chatbots and AI-powered FAQs into a business strategy is to:

a) Increase marketing spend on social media.
b) Reduce the need for any human customer interaction.
c) Automate responses, improve accessibility, and enhance customer satisfaction. 
d) Generate creative content for advertising campaigns.

Category 2:
1.	 When evaluating AI-enhanced features from a vendor, the first crucial step is to:

a) Negotiate the licensing terms.
b) Understand their future roadmap.
c) Thoroughly assess if the AI meets your specific needs and values.
d) Review their marketing materials and case studies.
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2.	 To understand the reliability of an AI feature, it's essential to inquire about its:

a) Integration complexity with existing systems.
b) Performance metrics like accuracy and precision. 
c) The vendor's support and maintenance policies.
d) The environmental impact of the AI solution.

3.	 When questioning a vendor about bias mitigation in their AI model, you should ask about:

a) The size of their development team.
b) Their strategies to prevent discrimination against any group.
c) The speed at which the AI processes data.
d) The customization options available for the AI interface.

4.	 To ensure compliance with EU data protection laws like GDPR, a key question to ask AI vendors is whether 
they have conducted:

a) Market research on user preferences.
b) Data Protection Impact Assessments (DPIAs). 
c) Employee satisfaction surveys.
d) Security audits of their office premises.

5.	 Assessing the "Transparency and Explainability" of an AI system involves understanding:

a) The cost of the AI licensing.
b) How easily the AI integrates with other software.
c) Whether the AI's decision-making process can be explained.
d) The frequency of AI system updates.

6.	 The first crucial step in developing a personalized AI strategy for your SME is to:

a) Immediately invest in the latest AI hardware and software.
b) Analyze your competitors' AI adoption strategies.
c) Assess your existing procedures and define clear business objectives. 
d) Hire a dedicated team of AI specialists.

7.	 Before implementing AI tools, it is essential for a business to:

a) Publicly announce its AI adoption plans.
b) Evaluate and organize its business data. 
c) Train all employees in advanced AI programming.
d) Secure patents for potential AI innovations.
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8.	 For small businesses with limited budgets, a primary concern regarding AI adoption is often:

a) The complexity of integrating AI with existing hardware.
b) The costs associated with licensing, customization, and maintenance. 
c) The difficulty in finding AI tools that are specifically designed for SMEs.
d) The ethical implications of using AI in customer interactions.

9.	 Entrepreneurs may hesitate to adopt AI due to ethical concerns primarily related to:

a) The potential for AI to increase workload for employees.
b) The difficulty in understanding how AI algorithms work.
c) Data privacy, intellectual property, and the potential for misuse.
d) The lack of clear guidelines on AI implementation timelines.

10.	To address ethical and privacy concerns related to AI, businesses should:

a) Assume that all AI tools are inherently ethical and privacy-compliant.
b) Create clear policies regarding AI use and data security, adhering to regulations like GDPR. 
c) Avoid discussing ethical considerations with their employees to prevent fear.
d) Prioritize innovation speed over data protection measures.

Category 3:
1.	 When selecting AI tools for your business, key factors to consider include:

a) The number of features offered, regardless of relevance.
b) The tool's popularity and industry buzz.
c) Ease of use, compatibility with existing systems, scalability, and cost.
d) The need for extensive technical expertise for implementation.

2.	 Integrating AI into your business operations should ideally begin with:

a) Large-scale, company-wide implementation across all departments.
b) Small, manageable implementations focused on specific tasks. 
c) Replacing all existing manual processes with AI-driven automation.
d) Publicizing the AI integration to attract new customers.

3.	 Successful AI implementation in a business relies on equipping employees with:

a) Deep technical skills in AI development and coding.
b) A basic understanding of how the chosen AI tools work and best practices. 
c) The ability to troubleshoot complex AI system errors independently.
d) The authority to make unilateral decisions about AI usage.
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4.	 Gaining employee participation and commitment to AI adoption in an SME can be significantly enhanced by:

a) Mandating the use of AI tools without explanation.
b) Clearly communicating the reasons for adoption and involving employees in the process. 
c) Downplaying any potential impact on employee roles.
d) Implementing AI tools without prior consultation.

5.	 For a small business aiming to expand its reach to non-native speaking customers with limited resources, an 
initial pragmatic AI solution could be:

a) Hiring a team of professional human translators for all content.
b) Implementing AI translation tools for website and basic communications. 
c) Focusing solely on their existing domestic market.
d) Developing their own multilingual AI translation model from scratch.

6.	 When building an effective FAQ page, the first crucial step is to:

a) Design an aesthetically pleasing layout.
b) Immediately populate it with all possible questions.
c) Identify common questions customers actually ask.
d) Write detailed and lengthy answers to every potential query.

7.	 To make a large FAQ page easier for customers to navigate, it is recommended to:

a) Present all questions in a single, alphabetical list.
b) Use highly technical jargon to ensure accuracy.
c) Organize questions into logical categories.
d) Randomly display questions to encourage exploration.

8.	 A key strategy to overcome the challenge of a lack of AI expertise within a business is to:

a) Immediately hire a large team of AI specialists.
b) Avoid using AI tools altogether until expertise is in-house.
c) Invest in training for the existing team on user-friendly AI tools. 
d) Rely solely on the AI vendor for all technical support.

9.	 For a business with limited internal technical resources looking to implement an LLM, a key consideration 
would be:

a) The model's underlying mathematical architecture.
b) The availability of ready-to-use interfaces and vendor support.
c) The maximum token limit the model can process.
d) The number of parameters the model was trained on.
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10.	To establish a robust data foundation for AI, businesses should prioritize:

a) Collecting as much data as possible from any available source.
b) Setting clear guidelines for collecting, cleaning, and organizing relevant data. 
c) Storing all data in isolated systems within different departments.
d) Updating data only when an AI tool malfunctions.

Category 4: 
1.	 AI-powered fraud detection systems primarily work by:

a) Manually reviewing every transaction in detail.
b) Relying on pre-programmed rules set by security experts.
c) Identifying activities that deviate from normal patterns.
d) Blocking all transactions from unknown users.

2.	 A small retail business looking to reduce energy costs in their physical store could potentially leverage AI 
through:

a) AI-powered content moderation of online reviews.
b) Smart thermostats and lighting based on occupancy.
c) AI translation for international customer interactions.
d) AI-driven search engine optimization of their website.

3.	 For a business with an active online community, AI could assist in maintaining a positive environment by using:

a) AI for personalized marketing campaigns.
b) AI-powered knowledge graphs for customer support.
c) AI in content moderation to flag problematic content.
d) AI for analyzing website traffic and user behavior.

4.	 To improve the online visibility of their business, entrepreneurs should understand that modern search engines 
rely heavily on AI, particularly for:

a) Simple keyword matching in website content.
b) Ranking algorithms refined by machine learning and NLP. 
c) Displaying only paid advertisements at the top of results.
d) Ignoring user interactions and focusing solely on website authority.

5.	 For a small business aiming to expand its reach to non-native speaking customers with limited resources, an 
initial pragmatic AI solution could be:

a) Hiring a team of professional human translators for all content.
b) Implementing AI translation tools for website and basic communications.
c) Focusing solely on their existing domestic market.
d) Developing their own multilingual AI translation model from scratch.
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6.	 AI can assist businesses in making informed decisions about stock and resources by:

a) Randomly generating sales forecasts.
b) Analyzing past performance and external factors to predict future trends.
c) Automatically ordering new inventory based on pre-set levels.
d) Creating visual reports of current inventory levels.

7.	 A key advantage of using AI for information gathering in SMEs is that many tools:

a) Require significant upfront investment in specialized hardware.
b) Are built into commonly used applications and require little technical expertise.
c) Completely replace the need for human data analysts.
d) Operate independently without any user input.

8.	 To identify common themes and issues from a collection of customer reviews, an SME could effectively use AI 
for:

a) Generating personalized marketing content.
b) Automating social media postings.
c) Extracting key insights from large text collections.
d) Predicting future sales and demand.

9.	 According to the text, businesses using AI-powered chatbots can potentially achieve:

a) A decrease in overall sales conversions.
b) A reduction in customer service costs and increased satisfaction.
c) A longer average customer wait time for support.
d) A decreased ability to collect valuable customer data.

10.	A travel agency could potentially use AI to gain actionable insights by:

a) Automating employee vacation scheduling.
b) Transcribing customer feedback from calls.
c) Generating stock images for marketing materials.
d) Monitoring competitor pricing in real-time.
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Category 1 Answers: 1: c, 2: c, 3: c, 4: c, 5: b, 6: b, 7: b, 8: c, 9: c, 10: c  
Category 2 Answers: 1: c, 2: b, 3: b, 4: b, 5: c, 6: c, 7: b, 8: b, 9: c, 10: b  
Category 3 Answers: 1: c, 2: b, 3: b, 4: b, 5: b, 6: c, 7: c, 8: c, 9: b, 10: b  
Category 4 Answers: 1: c, 2: b, 3: c, 4: b, 5: b, 6: b, 7: b, 8: c, 9: b, 10: b
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