International Journal of Innovation and Economic Development
ISSN 1849-7020 (Print)
ISSN 1849-7551 (Online)

URL: 10.18775/ijied.1849-7551-7020.2015.102.2003
DOI: https://doi.org/10.18775/ijied.1849-7551-7020.2015.102.2003
Literature Review

The Adoption of Generative AI in Kenya: A
Critical Analysis of Opportunities, Challenges,
and Strategic Imperatives

Stanley Mwangi Chege
Catholic University of Eastern Africa Langata Main Campus, Bogani East Rd, Off Magadi Road Nairobi, Kenya

Abstract: Artificial intelligence (AI), especially generative AI, is progressively transforming
industries on a global scale, creating new opportunities while introducing notable challenges
for organizations and IT decision-makers. This research investigates the adoption of
generative AI within Kenya, providing a detailed examination of its advantages,
implementation barriers, and strategic actions needed for effective integration. By
synthesizing recent research and industry data, this paper explains how generative Al can fuel
innovation, increase productivity, and foster economic growth in Kenya. It also considers
specific challenges for Kenyan entities, such as limited strategic planning, skill shortages, data
security, and ethical concerns. The study emphasizes the importance of strategic policies and
capacity-building efforts in realizing generative Al’'s potential within Kenya’s digital landscape.
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I8 Introduction

Generative Al, an advanced branch of artificial intelligence, has emerged as a groundbreaking
technology capable of revolutionizing various industries and reshaping economic landscapes.
This AI type can generate original content, streamline tasks, and drive technological
innovation, which has captivated the attention of business leaders and IT professionals
globally (Brown et al., 2020). Within Kenya, the interest in generative Al is steadily growing,
presenting unique opportunities and challenges for local organizations looking to harness this
technology (Allianz Kenya, 2024). This research explores the status of generative Al in Kenya,
analysing its potential advantages, adoption obstacles, and strategic considerations essential
for successful deployment.

1.1. Problem Statement

General Problem: There is a lack of alignment between gap the potential of generative AI and
its actual application in Kenyan businesses. Numerous organizations face difficulties in
seamlessly integrating generative Al into their workflows, encountering barriers that reduce
its overall effectiveness and competitiveness in an increasingly Al-focused landscape (Brown
et al., 2020; Makori, 2023).

Specific Problems:

e Strategic Deficiency: A notable portion of Kenyan organizations lacks a well-defined,
thorough plan for generative AI deployment. This lack of direction results in sporadic
implementations, wasted resources, missed timelines, and ultimately, an inability to
harness the full capacity of the technology (Allianz Kenya, 2024).

e Skill Shortages: Kenya faces a critical shortage of professionals skilled in the
development, implementation, and management of generative Al systems. This gap in
expertise limits organizations from fully leveraging Al's capabilities and building the
internal capacity necessary for sustained success (Makori, 2023).
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e Data Security and Privacy Concerns: Safeguarding sensitive data in generative Al
applications presents a major challenge. Organizations must balance the drive for
innovation with the need to protect data, especially given rising privacy concerns
(Brown et al., 2020).

e Ethical Dilemmas: The ethical implications of generative AI, including potential
algorithmic biases and job displacement, demand careful consideration. Addressing
these complex issues is vital to ensure that Al is adopted responsibly and equitably
(Darling, 2020).

Collectively, these challenges create significant obstacles to the widespread adoption of
generative Al in Kenya. Addressing these factors is essential for unlocking Al’s transformative
potential and supporting Kenyan businesses in a competitive digital economy

PA Literature Review

Artificial intelligence (AI) consists of different types, each designed for unique purposes. Below
is an overview of primary Al types:

1. Generative AI: This form of Al produces new data based on existing inputs, creating
text, images, music, and even code. Tools like GPT-4 and DALL-E 2 exemplify
generative AI, which generates human-like content by identifying patterns in
extensive datasets. Its applications are widely observed in content creation, design,
and research (Brown et al., 2020).

2. Reactive Al: Reactive Al performs specific tasks without memory or past experience to
inform decisions. It reacts in real-time to stimuli; for instance, IBM's chess-playing
computer, Deep Blue, evaluated current game states without remembering previous
matches (Russell and Norvig, 2016).

3. Limited Memory AI: This type of AI utilizes past data for informed decision-making.
Self-driving cars fall into this category, as they rely on sensors and historical data to
enhance functionality and make decisions (Goodfellow, Bengio, and Courville, 2016).

4. Theory of Mind AI: Currently in development, this Al type aims to understand human
emotions, beliefs, and social cues, allowing it to predict human behavior more
intuitively (Darling, 2020).

5. Self-aware AI: Theoretically, self-aware AI would possess consciousness and
awareness of its existence, though it remains undeveloped and hypothetical at present
(Russell and Norvig, 2016).

The rapidly evolving field of generative Al has captured interest in both academia and industry,
with studies investigating its transformative potential across multiple sectors. This literature
review examines significant research and industry reports, highlighting the opportunities and
challenges associated with AI adoption, particularly regarding its influence on workforce
productivity, economic growth, ethical considerations, and organizational strategies.

2.1. Impact on Workforce and Productivity
Acemoglu and Restrepo (2018) present a comprehensive model for examining the effects of
automation and AI on job demand, wages, and employment. They emphasize Al’s potential to
streamline tasks and increase productivity, potentially boosting economic growth and living
standards. However, they also note the importance of addressing possible job losses and
ensuring equitable benefit distribution. Their work underlines the need for proactive
approaches to mitigate AI’'s negative workforce impacts, such as through educational
investment and skills development, which aligns with findings by the World Economic Forum
(WEF, 2023) emphasizing reskilling initiatives to bridge skills gaps created by Al
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2.2. Economic Growth and Innovation

Brynjolfsson and McAfee (2014) argue that Al can serve as a major driver of economic
progress, spurring productivity, innovation, and new employment opportunities. They point
out that AI complements human capabilities rather than replacing them, generating new
market prospects. However, they stress the need for educational and skill-based investments
to prepare the workforce for an Al-driven economy. This strategic planning is echoed by
McKinsey (2023), which predicts that AI could contribute trillions of dollars to the global
economy in the coming years, transforming industries and creating substantial value.

2.3. Ethical Considerations and Responsible Al

Dwivedi et al. (2023) provide an extensive review of Al’'s ethical aspects, including fairness,
transparency, and accountability. They underscore the need for responsible Al deployment to
prevent societal biases, calling for guidelines to ensure Al benefits society while avoiding
unintended consequences. Microsoft’s "Responsible Al Standard" (2023) similarly emphasizes
principles of fairness, reliability, privacy, inclusiveness, transparency, and accountability in Al
systems. OpenAl (2023) also acknowledges generative Al risks, such as misuse and biases,
advocating for careful development to mitigate these issues.

2.4. Industry Perspectives and Strategic Imperatives

Gartner (2023) predicts that generative AI will significantly impact business operations, with
the potential to automate tasks, create new products and services, and enhance decision
making. They emphasize the importance of developing a clear Al strategy, investing in skills
and infrastructure, and addressing ethical considerations to successfully leverage generative
Al

Forrester (2022) highlights the importance of building trust in Al systems, emphasizing the
need for transparency, explainability, and accountability. They also stress the importance of
data quality and governance for successful Al implementation.

IBM (2023) emphasizes the need for a human-centered approach to AI, focusing on
augmenting human capabilities rather than replacing them. They highlight the importance of
collaboration between humans and Al systems to achieve optimal outcomes.

Bain and Company (2023) suggests that organizations should focus on identifying specific use
cases for generative Al that align with their business objectives and deliver tangible value.
They also recommend building a strong data foundation and fostering a culture of
experimentation and innovation.

Google (2023) in their Al Principles emphasizes the importance of social benefit, avoiding the
creation or reinforcement of bias, being built and tested for safety, accountability to people,
incorporating privacy design principles, upholding high standards of scientific excellence, and
being made available for uses that accord with these principles.

Capgemini (2023) in their research report "Reshape our future with generative AI" explores
the transformative potential of generative Al across various industries, highlighting its ability
to drive innovation, improve customer experiences, and optimize operations. They emphasize
the importance of a strategic approach to generative Al adoption, focusing on identifying
relevant use cases, building necessary capabilities, and addressing ethical considerations.
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This study utilizes a qualitative research design to explore the adoption of generative Al in
Kenya. The analysis draws on recent literature, industry publications, and expert interviews to
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provide a detailed understanding of the technology’s integration and application within Kenyan
organizations. Data sources include peer-reviewed articles, reports from established
organizations, and interviews with IT professionals in Kenya. This mixed-source approach
enhances the reliability and depth of findings by capturing both academic insights and real-
world perspectives on generative Al in the Kenyan context (Creswell and Poth, 2018).

I Findings

4.1. Growing Interest and Adoption

In Kenya, interest in generative Al is on the rise, driven by its potential to increase
productivity, stimulate innovation, and enhance customer service. Deloitte (2023) reports a
similar global trend, with many organizations actively adopting generative AI to leverage
automation, creativity, and market competitiveness (Deloitte, 2023). The demand for Al's
capabilities in content generation and efficiency gains is a key motivator for its increasing
implementation.

Focus on Key Sectors

Generative Al has gained prominence in sectors such as finance, healthcare, education, and
agriculture in Kenya. For example:

e Finance: Al is used for fraud detection, risk assessment, and tailored financial advice.

e Healthcare: Applications in medical imaging analysis and diagnostics enhance patient
care.

e Education: Generative Al supports personalized learning and automates administrative
tasks.

e Agriculture: Al is employed for monitoring crop health, predicting yields, and precision
farming (IBM, 2023).

Government Support

The Kenyan government has shown commitment to AI adoption, promoting it through policies
like the National AI Strategy and establishing research centres. These initiatives aim to foster
innovation, build a skilled Al workforce, and draw investments for technology development,
creating an environment conducive to Al growth (Republic of Kenya, 2020).

4.2. Challenges

Despite rising interest, Kenyan organizations encounter several obstacles in AI implementation.
Skills shortages, data security risks, and ethical considerations form substantial barriers.
Limited availability of skilled professionals in AI development constrains adoption, while
concerns around data privacy and security add further hesitation. Ethical issues, including
fairness and accountability, also necessitate careful attention to ensure responsible Al
deployment (Gartner, 2023).

4.3. Kenya's Perspective on Generative Al

While generative Al is a global phenomenon, its impact and potential in Africa, particularly in
Kenya, is gaining increasing recognition. Kenya, a leading technology hub in Africa, is
exploring how AI can be used to foster economic growth, create job opportunities, and
address societal challenges. This section discusses relevant studies and reports from Kenya’s
context, focusing on Al's potential for workforce development, economic transformation, and
ethical considerations.

4.4. Impact on the Workforce and Productivity in Kenya

Kenya has emerged as a leader in the digital economy in Africa, driven by advancements in
mobile technology and digital infrastructure (Ndung'u, 2019). AI technologies, including

50

International Journal of Innovation and Economics Development, vol. 10, issue 2, pages 46-57, June, 2024



Stanley Mwangi Chege
The Adoption of Generative Al in Kenya: A Critical Analysis of Opportunities, Challenges, and Strategic
Imperatives

generative Al, are seen as the next frontier in driving productivity in sectors such as
agriculture, healthcare, and financial services. According to a report by the Kenya Ministry of
ICT, Innovation, and Youth Affairs (2020), AI can play a critical role in enhancing productivity,
particularly in agriculture, where AI tools are used for crop monitoring, weather prediction,
and resource management. The report emphasizes that Al adoption must be accompanied by
strategic workforce training to prevent job displacement in key sectors like agriculture and
manufacturing.

Olayinka and Adepoju (2021) argue that Al in Africa, including Kenya, has the potential to
create jobs that require higher technical skills, which can help mitigate concerns around job
displacement. However, there is a consensus among Kenyan policymakers that the country
must invest in upskilling and reskilling its workforce to leverage Al effectively. Kenya’s focus
on developing talent in areas like data science, Al ethics, and software engineering is a step in
this direction (Mutegi, 2021).

4.5. Economic Growth and Innovation in Kenya

Al holds significant potential to boost Kenya’s economic growth by accelerating innovation
across industries. The African Development Bank (AfDB, 2020) points out that AI can be
instrumental in solving some of Kenya’s most pressing challenges, such as improving
healthcare access and managing urbanization. For example, Al-driven tools have been
deployed in healthcare for early disease detection and patient data management (Mbunge,
2020). These technologies not only improve service delivery but also provide new avenues for
economic activity, including the development of Al-based startups.

A report by McKinsey (2023) emphasizes that Al could contribute significantly to Africa's GDP,
with Kenya being one of the countries that could experience the highest economic growth
from AI adoption. Generative Al can enhance innovation by enabling the development of new
products and services tailored to the local market. Al-generated content can help businesses
scale by creating localized marketing materials and automating customer service (Ndemo and
Weiss, 2017).

4.6. Ethical Considerations and Responsible Al in Kenya

Ethical considerations surrounding Al are a growing concern in Kenya, particularly regarding
data privacy, security, and the potential for bias in AI systems. A study by Njagi (2021)
highlights the importance of ensuring that Al systems used in Kenya are developed with
ethical frameworks that prioritize fairness, transparency, and inclusiveness. There are
concerns that Al systems trained on data from Western countries may not be appropriate for
local contexts, leading to biased outcomes that could exacerbate inequality (Ochieng, 2022).

The Kenyan government has recognized these challenges and is actively working to develop a
regulatory framework that governs the ethical use of AI. The Kenya National AI and Data
Strategy (2022) calls for Al systems that adhere to ethical standards, ensuring that they are
designed to benefit all segments of society. The strategy also promotes the inclusion of local
stakeholders in AI development, from design to implementation, to ensure that Al
technologies are responsive to Kenya’s unique social and economic context (Mwangi, 2023).

4.7. Industry Perspectives and Strategic Imperatives in Kenya

Kenya’'s private sector is rapidly embracing AI, particularly in industries such as fintech,
agriculture, and education. According to the Kenya Private Sector Alliance (KEPSA, 2021),
generative Al has the potential to transform business operations by enabling companies to
automate processes, improve decision-making, and innovate faster. One notable example is
the use of Al-powered chatbots in the fintech sector to enhance customer service and
streamline financial transactions (Kieti, 2021).

The strategic imperative for Kenyan businesses is to adopt Al technologies in a manner that
aligns with their long-term goals. Deloitte East Africa (2023) advises Kenyan companies to
start by identifying high-impact use cases for AI and ensuring that they have the necessary
data infrastructure to support Al-driven innovation. The report also stresses the importance of
building local Al talent and fostering partnerships between the private sector, government,
and academia to drive Al adoption in a sustainable and responsible manner.
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4.8. Safaricom AI Adoption

Safaricom, a leading telecommunications provider in Kenya, has actively embraced Al across
various aspects of its operations. One notable application is the use of Al-powered chatbots,
such as Zuri, to enhance customer interaction and support (Safaricom, 2023). These chatbots
leverage natural language processing and machine learning to understand customer queries
and provide relevant responses, improving service delivery and efficiency. Safaricom also
utilizes Al for personalized recommendations, offering tailored data bundles and promotions to
individual customers based on their usage patterns and preferences. This personalized
approach enhances customer experience and engagement. Safaricom has explored the use of
Al in marketing, employing machine learning to analyze social media data and identify trends,
enabling more targeted and effective campaigns (Safaricom, 2023). These examples
demonstrate Safaricom's commitment to leveraging AI to improve customer experience,
optimize operations, and drive innovation in the telecommunications sector in Kenya.

4.9. KCB Kenya AI Adoption

KCB Group, a prominent financial services provider in Kenya, has progressively integrated Al
into its operations to enhance efficiency and customer experience. A key area of Al application
lies in customer service, where KCB has deployed Al-powered chatbots to handle routine
inquiries and provide 24/7 support (KCB Group, 2023). This not only improves response times
but also frees up human agents to focus on more complex issues. KCB leverages Al for fraud
detection and risk management. Al algorithms analyze transaction patterns and identify
anomalies that may indicate fraudulent activity, strengthening security measures and
protecting customers (KCB Group, 2023). Additionally, KCB utilizes Al to personalize product
recommendations and offers, tailoring financial solutions to individual customer needs. This
personalized approach enhances customer engagement and satisfaction. KCB's strategic
adoption of AI showcases its commitment to innovation and its dedication to providing
enhanced and secure banking services in Kenya.

4.10. Sanlam Kenya AI Adoption
Sanlam Kenya is using and leveraging Al for:

e Customer service: Like other financial institutions, Sanlam Kenya may be using AI-
powered chatbots to improve customer interaction, handle queries, and provide faster
support.

e Claims processing: Al can automate parts of the claims process, such as document
verification and initial risk assessment, leading to faster and more efficient claims
settlements.

e Fraud detection: AI algorithms can analyze claims data to identify potentially
fraudulent activities, helping to minimize risks and losses.

e Personalized product recommendations: AI can analyze customer data to offer tailored
insurance products and financial planning solutions that meet individual needs.

e Risk assessment and underwriting: AI can assist in assessing risks and determining
appropriate premiums for insurance policies.

4.11. BRITAM Kenya AI Adoption

Britam Kenya's AI adoption is evident through their innovation hub, BetalLab. BetalLab fosters
collaboration with tech-driven startups to develop solutions for the financial services industry
(Britam, 2024). One notable example is their partnership with AiCare, resulting in Motomatic,
a platform offering mileage-based motor insurance. This suggests Britam is leveraging Al to
personalize insurance offerings and potentially optimize pricing based on individual driving
behaviour.

Britam's participation in events like the Al Conference in Kenya 2024 indicates their active
interest in exploring and adopting AI technologies (Britam, 2024). BRITAM have AI
applications in areas such as:

52

International Journal of Innovation and Economics Development, vol. 10, issue 2, pages 46-57, June, 2024



Stanley Mwangi Chege
The Adoption of Generative Al in Kenya: A Critical Analysis of Opportunities, Challenges, and Strategic
Imperatives
e Claims processing: Automating claims assessment and processing using Al can
improve efficiency and customer satisfaction.

e Fraud detection: AI algorithms can help identify potentially fraudulent claims, reducing
losses and improving risk management.

e Customer service: Al-powered chatbots can enhance customer interaction and provide
efficient support.

e Risk assessment: Al can be used to analyze data and refine risk assessment models
for more accurate underwriting.

Britam initiatives through BetalLab and engagement with the AI community suggest a
commitment to exploring and implementing Al solutions to enhance their services and remain
competitive.

4.12. Equity Bank AI adoption

Equity Bank Kenya has been actively incorporating Al into its operations to improve customer
experience and streamline processes. While detailed public information is limited, evidence
suggests they are leveraging Al in several key areas:

e FEazzy Banking App: This app utilizes Al to provide personalized financial management
solutions. It analyzes customer data to offer tailored advice, track spending patterns,
and provide insights to help customers achieve their financial goals (Equity Group
Holdings, 2024).

e Customer service: Equity Bank likely employs AI-powered chatbots to handle
customer inquiries, provide support, and offer information about products and services.
This improves response times and allows human agents to focus on more complex
issues.

e Fraud detection and risk management: AI algorithms can analyze transaction data to
identify suspicious activities and potential fraud, enhancing security for both the bank
and its customers.

e Credit scoring and loan processing: Al can be used to assess creditworthiness and
automate loan approvals, making the process faster and more efficient.

e Personalized marketing: Al can analyze customer data to offer targeted promotions
and product recommendations, improving customer engagement and satisfaction.

Equity Bank's commitment to digital innovation and its focus on customer-centric solutions
suggest that AI will continue to play a significant role in their operations, helping them
enhance efficiency, personalize services, and remain competitive in the Kenyan banking sector.

4.13. Allianz Kenya AI adoption

Allianz Kenya has made significant strides in adopting artificial intelligence (AI) to enhance its
operations and improve customer service. The company utilizes Al-driven solutions to
streamline claims processing, fraud detection, and customer support. These AI applications
help to reduce the time taken for claims approvals and ensure more accurate assessments by
analysing vast amounts of data quickly and efficiently. AI tools have improved the customer
experience by enabling chatbots and automated systems that handle inquiries and provide
services 24/7. This digital transformation aligns with Allianz’s global strategy of leveraging
data and AI to deliver innovative solutions while maintaining high standards of data ethics and
responsible Al usage. Allianz also focuses on using Al to predict risks, allowing the company to
provide more tailored insurance products. This shift towards a more proactive risk

53

International Journal of Innovation and Economics Development, vol. 10, issue 2, pages 46-57, June, 2024



Stanley Mwangi Chege
The Adoption of Generative Al in Kenya: A Critical Analysis of Opportunities, Challenges, and Strategic
Imperatives

management approach reflects the growing trend of AI in financial services across Kenya
(Allianz Kenya, 2024).

E Analysis

The research indicates that generative Al holds significant potential to drive productivity and
innovation across Kenya’s economy. However, effective adoption demands a structured
strategy that considers both the technology’s opportunities and associated challenges.
Organizations need to build clear Al frameworks, prioritize skills development, address data
security issues, and emphasize ethical Al practices. As these areas are strengthened, Kenyan
organizations will be better positioned to capitalize on Al’s transformative effects (Ndemo and
Weiss, 2017).

E Recommendations and Conclusion

Recommendations:

1. Develop a Comprehensive Al Strategy: Kenyan organizations should establish Al
strategies that define goals, allocate resources, and outline timelines. A well-planned
roadmap will prevent random implementation and align Al efforts with broader
organizational objectives (Kenya Ministry of ICT, Innovation, and Youth Affairs, 2020).

2. Invest in Skills Development: Investing in workforce training is crucial to address
Kenya'’s skills gap in Al. Partnerships with educational institutions and internal training
initiatives can ensure a consistent supply of talent in Al development (Makori, 2023).

3. Strengthen Data Security and Privacy: Robust data protection measures are essential
to protect sensitive information in Al applications. Compliance with local and global
data protection laws is also vital for sustainable Al integration (Brown et al., 2020).

4. Promote Ethical Al Practices: Organizations should set ethical guidelines to address
Al's social impacts, including potential biases and job implications. This proactive
approach will support responsible Al use that benefits all stakeholders (Darling, 2020).

5. Collaborate with Policymakers: Close collaboration between the business sector and
government will foster a regulatory framework that encourages innovation while
managing potential risks, ensuring Al's responsible growth in Kenya (Kenya Ministry of
ICT, Innovation, and Youth Affairs, 2020).

¥4 Conclusion

Generative Al is anticipated to play a pivotal role in Kenya’s digital advancement. By
embracing the technology and tackling associated challenges, Kenyan organizations can
harness Al’s full potential to drive innovation, improve productivity, and stimulate economic
growth. IT leaders have a crucial responsibility to guide their teams through this
transformative period, ensuring Al’s adoption is both strategic and ethical, contributing
positively to Kenya’s digital future (Kenya Ministry of ICT, Innovation, and Youth Affairs,
2020).
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