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ABSTRACT

This study explores how small business owners perceive and approach artificial intelligence (Al)
in their everyday operations. Although Al is often associated with large corporations and
technology-driven industries, it is increasingly becoming relevant for smaller businesses. To
understand this shift, interviews were conducted with six business owners across various sectors.
The aim was to identify current usage, challenges faced, and potential solutions related to Al
adoption.

A thematic analysis revealed four primary themes: interest in Al-driven innovation, the desire for
operational efficiency, barriers such as cost and complexity, and concerns around trust, ethics,
and the loss of personal customer relationships. While most participants were not actively using
Al, many expressed curiosity—particularly if tools were simple, affordable, and required
minimal technical expertise.

A key finding is that these businesses are not opposed to Al; rather, they believe Al has not yet
been tailored to meet their needs. They seek tools that integrate seamlessly into daily operations
without compromising the human element of their services. For Al to be effectively utilized by
small businesses, it must be accessible, practical, and respectful of their workflows.

These insights can inform technology developers, policymakers, and educators to create tools
and training programs aligned with the practical needs of small, people-focused enterprises.

Keywords: artificial intelligence, small businesses, operational efficiency, Al adoption barriers,
ethical Al, entrepreneurship
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Aim

This study looks at how small business owners think about and interact with artificial
intelligence (Al). It explores whether they’re currently using Al, what might be stopping them,
and what concerns they have—especially around ethics and cost. The goal is to better understand
how Al fits into the world of small business and what needs to happen for more owners to feel
comfortable using it.

Introduction
Failure of Small Businesses

Small businesses face substantial challenges in maintaining long-term sustainability. Failure
rates vary based on industry, geographic region, and prevailing market conditions; however,
general statistics provide insight into the inherent volatility of this sector. According to the U.S.
Small Business Administration (SBA), approximately 20% of new businesses fail within the first
year, 50% fail within five years, and nearly 70% fail within a decade.

Several recurrent factors contribute to these outcomes. A lack of sufficient capital and poor cash
flow management are among the most cited reasons for business closure. Additionally,
managerial inexperience and suboptimal decision-making often hinder growth. Many
entrepreneurs also struggle to accurately assess market demand, leading to products or services
that fail to resonate with target consumers. Lastly, heightened competition from larger, more
established enterprises frequently undermines the viability of smaller firms.

Understanding Artificial Intelligence

Artificial Intelligence (Al) refers to the simulation of human cognitive processes by machines,
including reasoning, learning, problem-solving, language comprehension, and visual perception.
Enabled by machine learning, natural language processing, and computer vision, Al technologies
are designed to augment or replicate tasks traditionally performed by humans.

a. Enhancing Productivity

Al plays a significant role in enhancing productivity across sectors by automating repetitive
tasks, streamlining workflows, and supporting efficient decision-making. Key contributions
include:

e Task Automation: Al systems can perform routine activities such as data entry,
appointment scheduling, and customer support, thereby reducing errors and allowing
human workers to focus on higher-value activities.
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e Data Analytics and Forecasting: Al algorithms enable the real-time analysis of vast
data sets, improving accuracy in forecasting and enhancing strategic planning.

e Customer Service Optimization: Al-driven chatbots and virtual assistants deliver
round-the-clock support, personalize wuser experiences, and improve customer
satisfaction.

e Communication and Collaboration: Al tools enhance internal communication,
automate meeting schedules, and facilitate cross-lingual collaboration, particularly in
global organizations.

e Supply Chain and Logistics: Al enhances demand forecasting, inventory management,
and route optimization, reducing operational inefficiencies and overhead costs.

e Workplace Management: Al-based project and performance management systems help
allocate resources effectively and track employee productivity in real time.

b. Supporting Decision-Making

Al significantly enhances organizational decision-making by providing evidence-based insights,
simulating future scenarios, and reducing human biases. Real-time analytics facilitate quick
responses to dynamic conditions, particularly in customer-facing roles. Furthermore, Al supports
personalized marketing and service delivery, leading to more effective engagement strategies and
operational decisions.

c. Mitigating the Risk of Failure

Al contributes to business resilience by predicting risks, detecting fraud, and improving overall
efficiency. By offering actionable insights, automating error-prone processes, and optimizing
operations, Al reduces the likelihood of financial loss and competitive decline. Al systems also
assist in customer retention by identifying behavioral patterns and tailoring services to individual
preferences, further stabilizing the business model.

Emerging Trends in Artificial Intelligence

Al continues to evolve at a rapid pace, with significant developments reshaping its applications
in both business and society. Key trends include:

e Agentic Al: The rise of autonomous Al agents capable of independent decision-making
is transforming sectors such as healthcare and finance by anticipating user needs and
automating complex tasks.
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e Generative Al: Tools like ChatGPT and DALL-E have revolutionized creative industries
by enabling the generation of text, images, and multimedia content from textual prompts,
making high-level content creation accessible to non-specialists.

e Workplace Integration: Businesses are increasingly embedding Al into daily operations
to reduce administrative burden, enhance decision-making, and support workforce
efficiency.

e Multimodal Al: Advancements in systems that process multiple data formats (e.g., text,
image, audio) have expanded Al's potential in cybersecurity, healthcare diagnostics, and
business intelligence.

e Content and Media Personalization: In the entertainment sector, Al is now used in
scriptwriting, content customization, and audience targeting, improving both efficiency
and consumer engagement.

e Ethical and Regulatory Focus: With AI’s growing influence, issues related to ethical
deployment, job displacement, transparency, and algorithmic bias are driving the
development of national and international regulatory frameworks.

These innovations illustrate AI’s expansive potential and signal both significant opportunities
and important considerations for businesses of all sizes.

Challenges of Al Implementation

Despite its transformative potential, Al presents numerous challenges—particularly concerning
ethical, technical, and social implications. These challenges must be addressed to ensure
equitable and effective Al integration.

a. Bias and Fairness

Al systems can unintentionally replicate biases present in training data. In recruitment and
financial services, for example, this may result in discriminatory outcomes against certain
demographic groups. To mitigate such issues, developers must ensure the use of diverse datasets
and perform regular bias audits.

b. Transparency and Explainability

Many Al systems operate as "black boxes," offering little visibility into their internal decision-
making processes. This opacity is especially problematic in high-stakes domains such as
healthcare and finance, where decisions require justification. The development and
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implementation of explainable Al (XAI) models are crucial for increasing transparency and
stakeholder trust.

c. Data Privacy and Security

The effectiveness of Al often depends on access to large volumes of personal data. However, this
raises concerns about unauthorized data access, misuse, and compliance with privacy regulations
such as the General Data Protection Regulation (GDPR). Strong encryption, informed consent
protocols, and regulatory adherence are essential to protect user data.

d. Job Displacement

Al-driven automation threatens to replace jobs in manufacturing, retail, and customer service. To
mitigate workforce disruption, businesses must invest in retraining programs and collaborate
with governments to develop policy frameworks that support displaced workers and facilitate
skill acquisition.

e. Accountability and Liability

Determining accountability for Al errors—such as incorrect financial predictions or accidents
involving autonomous systems—remains complex. New legal and regulatory models are
required to clarify the responsibilities of developers, users, and organizations in such scenarios.

f. Ethical Decision-Making

Al is increasingly used in ethically sensitive areas such as criminal justice and healthcare.
Ensuring that these systems align with human values and societal norms is vital. Ethical
guidelines must be embedded into Al design and deployment processes to maintain fairness,
dignity, and trust.

g. Intellectual Property and Ownership

Al-generated outputs raise novel questions regarding ownership and copyright. Clarifying
whether the creator of the Al, the deploying organization, or the Al itself holds intellectual
property rights is an ongoing legal challenge that necessitates legislative reform.

h. Regulation and Compliance

The rapid advancement of Al technologies has outpaced regulatory systems, making it difficult
for businesses to remain compliant. Moreover, the lack of harmonization across jurisdictions
adds complexity for global operations. Businesses must stay informed of evolving legislation and
actively engage in policy discussions.
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i. Ethical Use in Consumer Interactions

Al technologies in customer service—such as chatbots and recommender systems—pose ethical
risks, including over-personalization and lack of transparency. Businesses must disclose Al
involvement and balance automation with human oversight to maintain consumer trust and
autonomy.

Procedure

To find out, we interviewed six small business owners from different industries. We used open-
ended questions to get honest, in-depth answers about how they use technology, what they know
about Al, and whether they’ve thought about using it in their own business.

Participants were chosen to represent a mix of sectors and tech experience. The interviews were
transcribed and then analyzed using thematic analysis. We used a mix of predefined categories
(based on our research questions) and ideas that naturally came up during the conversations.
From there, we grouped similar responses into broader themes.

Result Table

Participant Quote Code / Sub-theme | Theme

“Appointment reminders are done | Repetitive Task — | Operational Efficiency &

manually right now.” Scheduling Cost Reduction
“It just feels too complicated, and I’m | Perceived Barriers to Al Adoption
not sure how it would help us...” Complexity

“If it became really easy to use, | Future  Adoption | Barriers to Al Adoption

affordable, and actually saved us | Conditions

time...”
“Our business is built on personal | Human-Centered Ethical and Data
relationships, trust, and good service.” Value Governance Concerns
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“A tool that handles booking and | Automation for | Al-Driven Innovation &
cancellations... maybe even helps | Operational Tasks | Product Differentiation

reorder stock.”

“I don’t want to rely on something I | Trust Concerns Ethical and Data
don’t understand," said an Interviewee. Governance Concerns
Discussion

Theme 1: Al-Driven Innovation and Product Differentiation

Even though none of the business owners are currently using Al, most of them had ideas about
how it could be useful. Some imagined tools that could handle things like appointment
scheduling, tracking inventory, or even predicting what customers might want in the future.

“It would be something that handles booking and cancellations automatically,
— Beauty Salon

’

maybe even helps us reorder products when we're running low.’
Owner

Overall, they understood that Al has the potential to make their services more efficient or
tailored to customers, but most hadn’t taken any steps toward using it. For many, Al felt like
something for the future—something they might try if it were easier to understand and set up.

This lines up with what other research has shown: small businesses are interested in Al and see
the value, but things like limited time, tight budgets, and a lack of tech knowledge often get in
the way.

Theme 2: Operational Efficiency and Cost Reduction

A common thread in the interviews was the desire to make everyday tasks simpler and more
efficient. Business owners mentioned things like having to manually book appointments, dealing
with no-shows, keeping track of stock, and doing a lot of the admin work themselves.

“Appointment reminders are done manually right now.” — Beauty Salon Owner
“A tool that just tracks who came, manages the sales, and helps us not run out of
things would be good.” — Retail Owner
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Even though they’re not using Al at the moment, several owners said they’d be open to it—
especially if it could save time, cut down on repetitive work, or help things run more smoothly.
This reflects broader trends, where small businesses tend to start using Al for practical tasks first,
like automating reminders or managing inventory, rather than big-picture strategy.

One thing was clear: any tool meant to help them work more efficiently needs to be affordable
and super easy to use.

Theme 3: Barriers to Al Adoption

Every single business owner mentioned some kind of barrier that’s keeping them from using Al.
The biggest ones were cost, complexity, not really knowing how it works, and concern that it
might take away from the personal feel of their customer service.

“It just feels too complicated, and I’'m not sure how it would help us in a place like
this.” — Salon Owner
“It might confuse people or not match our style.” — Service-Based Business Owner

Most of them felt that Al was either too high-tech or too expensive for their type of business. A
few also worried that using Al might make their customer experience feel less personal, which
they see as a big part of what makes their business special.

These thoughts match what other studies have said — that small businesses often deal with a
lack of resources and confidence when it comes to new tech. In fact, only one or two people in
this group had seriously looked into Al tools before, which shows that low awareness and
understanding are still major hurdles.

Theme 4: Ethical and Data Governance Concerns

While not as commonly discussed, a few owners did bring up concerns about trust. They didn’t
like the idea of depending on systems they don’t fully understand or control.

“I don’t want to rely on something I don’t understand.” — Interviewee

This touches on a bigger issue in Al: people need to feel confident that they can trust the
technology. For small businesses, that means any Al tool they use should be easy to follow,
clearly explain what it’s doing, and not break if something goes wrong. Trust, for them, starts
with simplicity and transparency.

Based on the analysis, the following actions are recommended:
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e Develop simplified Al tools for SMEs that focus on booking, inventory management,
and customer follow-ups with low setup requirements.

e Promote digital upskilling programs to build Al familiarity among small business
owners.

e Maybe Al companies could work with small business groups to offer cheaper or
even free versions of their tools — that could help.

e Build hybrid human-machine systems that support rather than replace human
interaction — preserving brand identity and customer trust.

e The study is limited to six small business interviews, with a heavy emphasis on the
service sector.

e Since the answers came from what people said about themselves, they probably show
more about how they see things than what their businesses can actually handle right now.

e Varying levels of digital maturity across businesses affected the depth of insight on Al
applications.

This analysis shows that even though most small business owners aren’t using Al yet, they’re
definitely aware it could help make their day-to-day work easier and give them an edge in the
long run. But things like high costs, confusing tech, and not really knowing how it all works are
holding them back.

If Al is going to be useful for small businesses, it has to be affordable, simple to set up, and easy
to fit into the way each business already operates.

Conclusion

This research highlights the nuanced relationship between small businesses and artificial
intelligence. While Al is generally viewed as a tool for larger enterprises, small business owners
are gradually recognizing its potential. However, concerns related to cost, complexity, and
ethical implications pose significant barriers.

For Al to be successfully implemented in small enterprises, it must be developed with simplicity,
affordability, and transparency in mind. This study emphasizes the need for Al tools that
augment rather than replace human-centered business practices. Additionally, collaboration
between Al developers and small business stakeholders can foster trust and lead to tailored,
scalable Al solutions.
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Ultimately, the strategic integration of Al could provide small businesses with a competitive
advantage—if the technology respects and supports their unique operational environments.
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