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[bookmark: _Toc236860649]Introduction
Artificial intelligence (AI) is one of the most disruptive technologies affecting the business practices around the globe. Organisations are turning to AI more and more to automate routine processes, to make better decisions, to improve customer experiences and to increase organisational efficiency. Recent advances in machine learning, predictive analytics, natural language processing and generative AI have expedited digital transformation, allowing organisations to execute activities more effectively and at little operational expense (Dwivedi et al., 2023).
The increasing availability of standard artificial intelligence (AI) tools has also led Small and Medium-Sized Businesses (SMEs) to adopt digital solutions that were previously exclusively available to large businesses. Accounting, payroll, customer relationship management, marketing, human resource management and business analytics are all now supported by AI-powered software. Therefore, SMEs are increasingly investing in AI to enhance staff productivity, optimise company processes and stay competitive in dynamically evolving markets.
Yet the successful adoption of AI remains a substantial organisational issue, notwithstanding these potential. SMEs usually operate with fewer financial resources, less technological know-how and fewer personnel than bigger organisations. Consequently, managers need to make sure that investments in AI deliver tangible staff productivity gains, while keeping the risks of implementation to a minimum. According to Jarrahi (2018), the success or failure of AI adoption is typically influenced by employee resistance, insufficient training, fears around job loss, and organisational culture.
This study explores the influence of Artificial Intelligence on employee productivity in small and medium-sized enterprises (SMEs) utilising Sage plc as the organisational backdrop. Sage plc has launched Sage Copilot, an AI assistant to help with accounting, payroll, financial management and business decision-making, making it one of the top suppliers of AI-enabled business software for SMEs. The study of AI adoption in SMEs via the lens of Sage’s technologies offers a chance to explore the impact of AI on employee productivity and uncover organisational elements that lead to successful deployment.
The study intends to add to academic understanding and business practice via investigating the impact of AI on staff productivity in SMEs. It also aims to find actionable advice that can help businesses realise the benefits of AI, as well as overcome the hurdles of deployment.

[bookmark: _Toc236860650]1.1 Background of the Study
Artificial Intelligence has altered organisational processes by allowing organisations to automate regular tasks, examine enormous amounts of data, and enhance operational decision-making. AI is one of the most significant technical developments that are impacting organisational efficiency since the Industrial Revolution (Brynjolfsson and McAfee, 2017). Organisations are turning to AI more and more to boost operational efficiency, save administrative strain and underpin management choices with data.
The fast development of generative artificial intelligence (AI) technologies has also greatly broadened the possible use cases of AI in corporate contexts. Tools like Microsoft Copilot, ChatGPT and Sage Copilot leverage artificial intelligence to assist workers in composing reports, summarising information, analysing business data and automating routine administrative tasks. Therefore, AI has become a key element of the digital transformation plans of both major enterprises and SMEs.
SMEs make up almost 99% of UK firms and play a major role in employment, innovation and national economic growth (Department for Business and Trade, 2024). The SMEs, however, often face limitations on their financial resources, poor technological capabilities and shortages of skills notwithstanding their economic significance. These limits often make technology investment decisions more difficult than in bigger businesses.
Sage plc has invested heavily in artificial intelligence (AI) tools for SMEs, including Sage Copilot, which embeds generative AI into accounting and financial management. This means automating operations like as invoice generation and financial reporting, decreasing admin duties and improving productivity. However, the success of AI implementation relies on the acceptance by employees and effective change management, thus making the impact of AI on employee productivity an important area for further research.

[bookmark: _Toc236860651]1.2 Company Profile
	Company
	Sage PLC

	Founded
	1981

	Headquarters
	Newcastle upon Tyne, United Kingdom

	Industry
	Business Software

	Customers
	Approximately 6 million SMEs worldwide

	Products
	Accounting, Payroll, HR and Business Management Software

	AI Technology
	Sage Copilot

	Relevance
	Provides AI-powered software specifically designed for SMEs


(Source: own research)
Sage plc is a significant provider of accounting, payroll and company management software for SMEs. Founded in 1981, Sage has about six million clients worldwide. The business recently introduced Sage Copilot, an AI-powered digital assistant to automate administrative activities, improve financial decision-making and increase productivity. Sage Copilot is designed specifically for the needs of SMEs, allowing employees automate repetitive processes and receive real-time insights, unlike conventional AI platforms. This provides a useful environment to explore the influence of AI on employee productivity in SMEs.

[bookmark: _Toc236860652]1.3 Business Problem
AI (Artificial Intelligence) is a strategic objective for many organisations looking to improve efficiency. Yet many SMEs are unclear about the impact of AI on employee productivity rather than just modifying work procedures. Sage plc offers AI solutions to boost operational efficiency. However, the adoption of AI solutions is hindered by problems such as employee reluctance owing to concern of job security and lack of digital skills, and managerial challenges in justifying financial expenditures. Moreover, there is a paucity of research dedicated to SMEs, with the major focus on multinational firms. This creates a gap in empirical information on the impact of AI in smaller companies. Bridging this gap is essential for better decision making and organisational performance in SMEs.

[bookmark: _Toc236860653]1.4 Research Aim
The aim of this research is to evaluate the effects of Artificial Intelligence on employee productivity in Small and Medium-Sized Businesses (SMEs). The organisational setting of Sage plc is used to investigate how AI-powered business solutions influence employee performance, efficiency and organisational effectiveness.

The research aims to find out if Artificial Intelligence has good impact on employee productivity. To find out the organisational and human elements that affect effective AI adoption. Moreover, the research intends to give practical guidelines to guide SME managers in making educated decisions about AI deployment.

[bookmark: _Toc236860654]1.5 Research Objectives
To achieve the research aim, the following objectives have been developed:
· To determine the Artificial Intelligence technologies implemented by SMEs employing Sage plc software and AI solutions.
· To assess the effect of Artificial Intelligence on the productivity of employees in SMEs.
· To investigate the perception and acceptability of Artificial Intelligence technology by the people in work place.
· To examine the organisational obstacles of Artificial Intelligence implementation in SMEs.
· To offer realistic ways for effective application of AI and increase the productivity of employees in SMEs.
These objectives provide the study a systematic structure and guarantee that each stage of the inquiry directly contributes to the overarching aim.

[bookmark: _Toc236860655]1.6 Research Questions
The study will answer the following research questions:
· RQ1: What artificial intelligence (AI) technologies are presently employed by SMEs through Sage plc’s AI-powered business solutions?
· RQ2: Impact of Artificial Intelligence on staff productivity in SMEs?
· RQ3: What is the employees’ perception of the implementation of Artificial Intelligence in their regular job activities?
· RQ4: What are the organisational barriers influencing successful Artificial Intelligence application in SMEs?
· RQ5: What recommendations may be made to enhance adoption of Artificial Intelligence while improving employee productivity?
These research questions are closely linked to the study goals and constitute the basis for data collecting and data analysis.

[bookmark: _Toc236860656]2.0 Literature Review
[bookmark: _Toc236860657]2.1 Artificial Intelligence in Business
Artificial intellect (AI) refers to computer systems that can execute activities that normally need human intellect, like learning and decision-making. Machine learning and natural language processing may help organisations automate, improve productivity, and analyse data. Generative AI tools like Microsoft Copilot and ChatGPT can help reduce the burden of administrative tasks so employees can focus on more strategic work. Some academics say AI boosts productivity by augmenting human skills, while others advise against over-reliance on technology and point to ethical problems such as algorithmic prejudice and data privacy. The actual success of AI implementation is based on the organisation’s preparedness and its proper integration into business operations.

[bookmark: _Toc236860658]2.2 Artificial Intelligence Adoption in SMEs
The use of Artificial Intelligence (AI) among small and medium-sized organisations (SMEs) has been accelerated by the cheaper cloud technology. For example, Sage plc developed Sage Copilot, which automates accounting procedures and alleviates administrative responsibilities; SMEs are using AI to automate jobs, improve client service, and facilitate decision-making. SMEs may nevertheless experience difficulties in implementing this effectively due to constraints such as limited finances, technology and training for staff. Studies show that despite the potential advantages of AI in improving efficiency and decision-making for SMEs, hurdles like as high implementation costs, cybersecurity concerns, and employee opposition need to be overcome. However, the effective deployment of AI ultimately depends not just on investing in technology but also on organisational preparedness, leadership commitment, and employee engagement.

[bookmark: _Toc236860659]Critical Analysis
The research suggests that artificial intelligence can improve organisational performance through automation and decision-making. Its influence on staff productivity in SMEs is less agreed upon. Numerous studies focus on technology capabilities but disregard employee experience, culture, and change management. Furthermore, the majority of the extant research focuses on multinational enterprises and it is hard to generalise the findings to SMEs. The gap identified in this regard supports the proposed research on the link between AI and staff productivity in SMEs, employing Sage plc as a case study.

[bookmark: _Toc236860660]2.3 Employee Productivity and Artificial Intelligence
Employee productivity is how much a company can translate its resources into valued outputs and meet its goals. Traditionally, it has been assessed by statistics such as production per employee, efficiency, etc. Modern views incorporate innovation and employee involvement because of digital technology. Artificial Intelligence (AI) improves employee effectiveness by automating jobs and assisting in decision making. Artificial intelligence can boost productivity, but an over-reliance on technology can kill critical thinking and creativity, and raise concerns about job security and workplace stress. Smaller organisations confront extra barriers to AI adoption that include financial, and infrastructural issues. The relationship between AI and productivity is therefore complicated, as it depends not only on technology but also on the acceptance of employees and the leadership.

[bookmark: _Toc236860661]2.4 Theoretical Framework
The research is supported by three theoretical lens of technology adoption and organisational performance namely Technology Acceptance Model (TAM), Diffusion of Innovation Theory (DOI) and the Resource-Based View (RBV). The theories give a conceptual framework to comprehend the impact of AI on staff productivity in small and medium enterprises.
[bookmark: _Toc236860662]2.4.1 Technology Acceptance Model (TAM)	
The Technology Acceptance Model (TAM) developed by Davis (1989) states that two core elements influence the acceptance of new technologies by employees: perceived utility and perceived ease of use. It means workers will be more receptive to artificial intelligence (AI) technology when they see it as helpful and easy to use, and may even boost their productivity. TAM has, however, been criticised for its narrow focus on individual behaviour and lack of consideration of organisational aspects such as leadership and resources that are critical for the effective application of AI, particularly for SMEs experiencing resource limitations.
[bookmark: _Toc236860663]2.4.2 Diffusion of Innovation Theory (DOI)
Rogers (2003) created the Diffusion of Innovation Theory which identifies five important qualities that impact the adoption of innovations in organisations. These characteristics are:
· Relative advantage
· Compatibility
· Complexity
· Trialability 
· Observability
 These aspects are important to the adoption of artificial intelligence (AI) technology by employees in SMEs, especially when there are clear perceived advantages and integration with current processes. However, detractors argue that DOI implies a predictable innovation process, disregarding extrinsic factors like as organisational culture, financial resources, and leadership commitment. Therefore, it should be integrated with other theoretical frameworks to provide a holistic knowledge of AI application.

[bookmark: _Toc236860664]2.4.3 Resource-Based View (RBV)
Barney (1991) proposed the Resource-Based View (RBV) that the organisation has a durable competitive advantage when it possesses resources that are valued, uncommon, unique and non-substitutable. In AI, advantage comes not simply from technology, but from how it is integrated with qualified personnel, organisational expertise, and successful management. Organisations that engage in staff development alongside artificial intelligence (AI) tools are more likely to experience productivity increases in the long run. RBV, together with theories like as TAM and DOI, stresses the importance of human capital in the productivity equation with AI.

[bookmark: _Toc236860665]2.5 Literature Gap
Literature states that Artificial Intelligence (AI) can boost staff productivity through automation and enhanced decision making. But there are important research gaps. Most studies focus on huge multinational firms and overlook small and medium-sized enterprises (SMEs). Moreover, the adoption of AI is generally analysed from a technological standpoint, rather than taking into account the experiences of employees. Also many research utilise either quantitative or qualitative methodologies only, which prevents thorough knowledge. This study seeks to fill these gaps by adopting a mixed-methods approach of surveys and interviews to investigate the impact of AI on productivity in SMEs and offer practical advice for successful deployment.

[bookmark: _Toc236860666]3. Research Methodology
[bookmark: _Toc236860667]3.1 Research Philosophy
Research philosophy encompasses the beliefs guiding the research process, with this study adopting a pragmatist philosophy. Pragmatism is favored for business research as it prioritises practical solutions and allows the use of both quantitative and qualitative methods. This approach is suitable for investigating measurable changes in employee productivity alongside employees' experiences with AI, offering a comprehensive understanding that blends objective measurements and subjective experiences. Consequently, pragmatism aligns with the mixed-methods framework utilised in this research.
[bookmark: _Toc236860668]3.2 Research Approach
The present study used a deductive research design based on existing theories to examine their relevance to the adoption of AI and its influence on employees’ productivity in the SMEs. The ideas cited include Technology Acceptance Model, Diffusion of Innovation Theory and Resource-Based View. This method enables empirical testing of theoretical notions using data acquired from employees and management.
[bookmark: _Toc236860669]3.3 Research Design
A mixed-methodologies research strategy will be employed, including both quantitative and qualitative methods to better comprehend the study topics. The quantitative half contains a structured online questionnaire to measure the perception of AI among employees in SMEs and the qualitative part involves semi-structured interviews with managers and employees to investigate organisational experiences and obstacles connected to the deployment of AI. The combination also allows for triangulation, which adds to the credibility and depth of the findings.

[bookmark: _Toc236860670]4.1 Business Relevance
Artificial Intelligence (AI) is an integral part of digital transformation, especially for Small and Medium-Sized Businesses (SMEs), as it improves efficiency and decision-making and reduces costs. The current suggested research is on the effect of AI adoption on employee productivity of SMEs, utilising Sage plc as a case study. It intends to give insight into the ways in which AI-driven software might assist workplace performance, and uncover variables impacting effective AI deployment. The research is trying to understand how employees encounter standard artificial intelligence (AI) technologies to help managers make better judgements about future technology expenditures. Furthermore, the findings may assist Sage plc to improve AI features according to user input. This study fills the research vacuum on AI in SMEs as opposed to the present concentration on large organisations.

[bookmark: _Toc236860671]4.2 Practical Implications
The report provides practical ideas for SMEs to boost the productivity of employees with AI. Key considerations include investing in training to build employee confidence and decrease resistance to change, rolling out AI progressively through trial projects to address difficulties in advance, and ensuring successful change management by clearly communicating the goal and advantages of AI. Periodic performance monitoring is recommended to assess productivity and work happiness, and ethical standards should be formulated to promote openness and safeguard employee data. These tactics together support sustainable AI deployment and increase organisational performance.


[bookmark: _Toc236860672]Conclusion
Artificial Intelligence (AI) is transforming corporate operations, automating processes and improving decision-making. For SMEs, AI offers a great opportunity to increase productivity and competitiveness. But successful implementation needs more than technology; it needs employee buy-in and solid leadership. This research proposal seeks to fill a gap in the literature on the impact of AI on employee productivity in SMEs. It presents a mixed methods strategy for in-depth insights using surveys and interviews. The findings seek to provide SME managers with evidence-based suggestions on the importance of staff development and supportive management practices for effective AI adoption.
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