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[bookmark: _heading=h.5i947afy19fq]Abstract
Aim: The current research aims to critically evaluate how AI-based personalisation influences customer engagement and loyalty in small and medium-sized enterprises (SMEs) in the UK, in terms of adoption levels, customer outcomes, and implementation issues.
Background and Literature Gap: Personalisation using AI is now deemed as an important marketing tool, although the available literature mostly concerns large companies and non-UK settings. In regards to the literature gap, there is a lack of studies exploring the implementation of AI personalisation and its connection to quantifiable customer engagement, customer loyalty and output improved through AI personalisation by resource-constrained UK SMEs.
Methods: The philosophy followed in this research was an interpretivist with a secondary data based exploratory design. Purposive sampling of academic journals, industrial reports and government publications was done through desk-based archival research. The thematic analysis was used to determine the tendencies associated with AI-based personalisation, customer-related engagement, and loyalty among the UK SMEs.
Data analysis:  It was a secondary qualitative research that relied on peer-reviewed scholarly articles, reports by industry, and theoretical platforms. The analysis conducted a thematic synthesis of the theoretical findings in order to investigate patterns of AI adoption, outcomes of engagement and loyalty, and organisational/ethical limitations influencing adoption.
Discussion: In this chapter, the authors are going to talk about the ways AI-based personalisation can affect customer engagement and loyalty among UK SMEs. Based on TAM, RBV, DOI, and Stakeholder Theory, the results have indicated that selective and ethical AI implementation increased the effectiveness of the marketing efforts, customer experience, and growth sustainability amid financial, skills, and regulatory limits.
Conclusion: The research concludes that AI -based personalisation has a positive impact on customer engagement and loyalty, since it allows marketing to be relevant, timely, and predictive. The UK SMEs, however, adopt selectively and incrementally due to financial constraints, skills shortage, and concerns about data governance.
Limitations: The use of secondary data limits the empirical validation and restricts the opportunity to record firm-specific or customer-level views.
Recommendations: SMEs must consider AI personalisation in stages, invest in developing personnel capabilities, and focus on developing transparent data governance to make the implementation ethical and effective.
[bookmark: _heading=h.qqo1rgp2oqu9]Future study scope: The future research should use primary data collection to test the effects of AI personalisation in various sectors of SMEs and customer groups within the UK empirically.
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[bookmark: _heading=h.xsdgzrn5jh5y]Chapter 1: Introduction
[bookmark: _heading=h.qz4in8t7g80h]1.1 Background 
The application of artificial intelligence (AI) has been recognised as a revolution in modern marketing, helping companies to provide an extremely personalised and data-driven customer experience (Priya et al. 2025, p.166). Personalisation, which was previously confined to simple segmentation, has been developed through advanced real-time targeting. Personalisation has emerged as a crucial element in order to enhance customer experience and increase loyalty in today's business environment (Okeke et al. 2024, p.2021). This is enabled by machine-learning algorithms, predictive analytics, and automated decision systems. 
Big companies already have personalisation based on AI implemented into their online business models; however, in the UK, Small and Medium-Sized Enterprises (SMEs) are just starting to venture into the technologies. As competition intensifies, customer demands evolve, and digital trade expands, the UK SMEs are being forced to improve their engagement and build loyalty by being more dynamic and responsive in their marketing (Keelson et al. 2024,p.4). The AI-personalisation gives the SMEs an opportunity to generate value even against limited resources, as they are able to compete with the bigger companies using the relevant messaging and enhanced customer experiences. 
AI-driven customer services mean the most effective and quickest way to deliver proactive and personalised experiences, driving customer engagement (McKinsey & Company, 2023). Consequently, the realisation of particular effects, threats, and opportunities of AI personalisation among SMEs in the UK context now constitutes an important scholarly and practical issue.
[bookmark: _heading=h.n3uc2418239e]1.2 Problem statement 
The use and successful application of AI-based personalisation among UK SMEs has not yet been extensive and homogenous, even though its potential has been acknowledged (Schwaeke et al. 2025, p.1297). The majority of SMEs continue to use a traditional and non-data-driven marketing strategy. This may not entirely satisfy the requirements of contemporary consumers who are growing more and more demanding in terms of customised interactions, immediate feedback, and personal value propositions. The advantages of AI in terms of increased engagement and loyalty are largely acknowledged in the existing literature. Conversely, there are significantly fewer studies that consider the SMEs in particular, since their resource base, readiness to use technology, and capabilities to use data management systems vary significantly compared to larger organisations. Failure of adoption of AI leads to major, serious consequences such as reducing employment opportunities, diminishing financial influences, and loss of market share and competitiveness (Schwaeke et al. 2025, p.1298). Such a gap generates uncertainty on the extent to which UK SMEs can reasonably extract value through AI-based personalisation and what obstacles may prevent such a successful application. 
Besides, the empirical study of the key performance indicators (KPIs) with the help of which AI personalisation affects customer engagement and loyalty in the SME sphere is lacking. In the absence of this knowledge, SMEs might fail to make strategic investments, which will lead to disjointed taking up or failure to achieve a competitive advantage. Scholars have pointed out that AI adoption among SMEs seems to remain limited and sometimes unsuccessful, especially in the developing regions (Sánchez et al. 2025, p.2). Therefore, there is an apparent gap in the literature evaluating the adoption of AI-oriented personalisation by the UK SMEs critically, the effects that it has on the latter, and the challenges and opportunities that influence the latter. This problem is going to address SMEs in making informed decisions and enhancing marketing performance in a digital-first environment. 
[bookmark: _heading=h.kza2sqibbfvp]1.3 Aim and objectives
Aim: The current research will aim to critically evaluate the impacts of AI-based personalisation that SMEs can experience, enhancing customer engagement and loyalty in the UK.
Objectives
RO1: To examine how UK SMEs are adopting AI-enabled personalisation strategies within their marketing strategies 
RO2: To critically evaluate the impacts of AI-powered personalisation on customer engagement and loyalty among UK SME customers by analysing relevant KPIs
RO3: To analyse key challenges and opportunities SMEs experience in the UK while implementing AI-based personalisation
RO4: To provide recommendations to UK SMEs for enhancing marketing outcomes effectively by increasing customer engagement and loyalty
[bookmark: _heading=h.cvh1w9q1f40r]1.4 Research Questions 
RQ1: What is the level of adoption of AI-based personalisation strategies by UK SMEs in their marketing processes?
RQ2: How does AI-based personalisation affect customer engagement and loyalty among customers of UK SMEs, according to applicable marketing KPIs?
RQ3: What are the main challenges and opportunities faced by the UK SMEs in the implementation of AI-based personalisation in their marketing processes?
RQ4: Which should be the recommendations that can be made to assist UK SMEs to improve customer engagement and customer loyalty by means of intelligent AI-based personalisation?
[bookmark: _heading=h.7ltd4utcqfzm]1.5 Research scope 
This study narrows down to assessing the effect of AI-based personalisation on customer engagement and loyalty in UK Small and Medium-Sized Enterprises (SMEs). This research looks at the adoption of AI-powered applications. The applications have included recommendation engines, automatic communication with customers, predictive analytics, and customised content delivery into SME marketing processes (Kedi et al. 2024, p.1981). It also focuses on customer-facing applications, but not operational or back-end AI systems, so that the investigation is well connected with marketing results. The research is a geographic study of the UK SME environment, focusing on the environment unique to the UK, such as regulatory, economic, and adoption of digital environment conditions. This includes stringent data protection regulations such as the GDPR, and growing demands of consumerised experiences (DMA, 2022). The research evaluates opportunities and challenges of the SMEs, considering that they have limited financial, technological, and human resources when compared to larger companies.
The study is not meant to examine the technical advances of AI nor the wider ethics of AI, as it does not relate to the marketing practices of SMEs. Rather, it gives a critical evaluation of adoption rates, performance indicators, and organisational preparedness in the SME context. The establishment of these boundaries allows the study to have a narrow scope that allows a closer examination of the effect of AI personalisation on marketing performance, customer relations, and the competitive edge of UK SMEs facing digital transformation.
[bookmark: _heading=h.y6sxg0vt139d]1.6 Relevance and contribution of the research 
The study seems highly topical as personalisation through AI has become a key focus of competitive marketing in recent years, but the execution of the strategy by UK SMEs has not been investigated extensively. As bigger companies already integrate AI into their system of customer engagement, SMEs have a different set of limitations that define their success in the application of personalisation. The already available literature focuses mostly on AI in large organisations, which leaves a significant gap in the comprehension of how AI-enabled marketing tools affect or do not affect small businesses.
The research adds value to the academic literature by providing a narrow insight into the SMEs by examining the impact of AI-based personalisation on customer interaction and loyalty on quantifiable performance units. Combining the knowledge of digital marketing, literature on technology adoption, and SME capability-building gives a holistic perspective of the dynamics forming the use of AI in smaller companies (Ayinaddis, 2025). In practice, the study is relevant to SME owners, marketing practitioners, and policymakers by shedding light on the barriers to adoption, the opportunity to gain a competitive advantage, and approaches to enhancing AI preparedness. 
The study can improve the decision-making process on digital investment, the use of customer data, and the allocation of resources by providing evidence-based recommendations. Therefore, it fills an essential knowledge gap and adds valuable insights into how the UK SMEs may empower marketing effects by enhancing the use of AI-based personalisation.
[bookmark: _heading=h.sa77nqax14t8]1.7 Research methodology  
The current research has taken a systematic methodological approach to critically assess the influence of AI-based personalisation on customer engagement and customer loyalty in UK SMEs. The research has been informed by the interpretivist research philosophy that recognizes the subjectivity and contextuality of the marketing practices and experiences of customers. Deductive research methodology has been used relying on the existing theories on AI, personalisation, and consumer behaviour used to provide the research understanding. Since the topic is new and dynamic, it is appropriate to apply an exploratory research design to explore unexplored aspects of AI adoption in the context of SMEs.
The study only depends on secondary qualitative data, which is gathered using academic articles, industry reports, governmental publications and authoritative online sources written after 2020. Non-probability purposive sampling strategy has been used to make sure that only the useful, high-quality sources that are closely related to the research objectives are used. The results have been analysed using a desk-based and qualitative thematic analysis, which allows comparing, synthesizing, and interpreting the existing knowledge. Thematic analysis has analysed themes which have incorporated explicit meanings, concerts and ideas (Ayre and McCaffery, 2022). The research process has been based on ethical integrity, credibility, and transparency which means that the conclusions are reliable and replicable.
[bookmark: _heading=h.g5r4gj8df00]1.8 Overview of the structure of the dissertation
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Figure 1: Structure of the dissertation
(Source: Self-developed)
This dissertation has been divided into five chapters. The introduction chapter gives the background of the research, problem statement, aims, objectives, and theoretical framework. The literature review chapter is a critical analysis of the existing literature on AI-driven personalisation and the results of marketing to SMEs. The research design, data collection, and analytical procedure are described in the methodology chapter. The chapter of data analysis displays and explains the results. Lastly, the discussion chapter and conclusion chapter offer the main findings, including synthesis, implications, limitations, and recommendations on further research and SME practice.

[bookmark: _heading=h.4krrhrqegaf6]Chapter 2: Literature review
[bookmark: _heading=h.59b6qhuvft8k]2.1 Introduction
The current chapter aims to develop a critical review of the available literature on AI-driven personalisation and its impact on this technology in determining marketing results of UK SMEs. Along with the ever-evolving nature of modern marketing demands as a result of artificial intelligence, the trend of adopting personalised digital marketing by SMEs keeps growing as the strategy aims to boost customer experience and foster business loyalty. The adoption and the effectiveness of such techniques, as well as the issues related to the implementation, are, however, a highly debated matter in academic and industry research. This includes an empirical review summarising theoretical underpinning, empirical evidence, and conceptual advancements of AI-based personalisation, customer interaction, and customer retention. Moreover, this review includes an in-depth analysis of the challenges and opportunities faced by the SMEs in this technological change. Therefore, this chapter offers a framework for understanding the effects of AI-based personalisation on the marketing performance of SMEs within the UK setting by outlining the main conceptual themes.
[bookmark: _heading=h.o227a4kmg6sg]2.2 Conceptual review
[bookmark: _heading=h.ajd5jvnxltwz]2.2.1 AI-driven personalisation in contemporary marketing tactics of SMEs
Definition and evaluation
The introduction of AI-based personalisation is the application of artificial intelligence technologies (including machine learning, predictive analytics, and natural language processing) to market content, product suggestions, and customer experiences, based on their preferences (Amin et al., 2025, p.1). This has resulted in developing innovative marketing tactics and improving customer segmentation. The idea has changed primitive segmentation to intricate, data-driven personalisation that dynamically responds to the user behaviours to allow SMEs to enhance relevance and targeting precision. Personalisation in the SME setting offers a competitive advantage in that it is able to compensate for the limited resources due to automated decision-making systems, which are scalable.
Types of AI-driven Personalisation Techniques
The AI-based methods of personalisation are various and more affordable to smaller companies. The most common methods are recommendation engines, which study customer purchase behaviour to create personalised email automation based on machine-learning algorithms, personalised website content using machine-learning algorithms, and chatbots powered by NLP to provide personalised support. Moreover, predictive analytics assists organisations to identify future customer needs and therefore predictive analytics allows them to take the initiative to market themselves in such a way that resonates with the customer preferences (Amin et al., 2025, p.6). These tools enable SMEs to compete with bigger firms, delivering customers with customised experiences at a reduced cost of operation.
AI-enabled personalisation integration in the SME marketing process
The application of AI-supported personalisation in marketing activities of the SMEs usually starts with the data gathering of the CRM systems, social media communication, and buying behaviour.
[image: ]
Figure 2: AI applications in new product development
(Source: Cooper, 2025, p.162)
Figure 2 reveals that SMEs have adopted AI mainly for idea generation, optimising design, and product design (Kedi et al., 2024, p.162). AI tools enable SMEs to segment their audience using behavioural insights and automate personalised communication and provide offers, which are targeted and communicated online (Kedi et al., 2024, p.1983). This integration improves the efficiency in marketing since it replaces human processes with automated processes in the personalisation workflow, which improves customer relevance.
Adoption trends of AI technology among UK SMEs
The rate of adoption of AI amongst the UK SMEs is slow but steady. Only 35% of UK SMEs have used AI, but occasionally (Digitalisation World, 2025). Although larger companies are early adopters, the UK SMEs are adopting the importance of AI in enhancing competitiveness, particularly in digital-first markets. Scholars have pointed out that SMEs have experienced major barriers to adopting advanced technologies, such as resistance to change, skill gaps, and financial constraints (Kedi et al., 2024, p.1983). It is reported to be increasingly investing in AI-based CRM systems, marketing automation systems, and customer analytics. The adoption, however, is still uneven as it is perceived to be costly, there is a skills gap, and concerns relating to data. However, the trend indicates the expansion of acceptance because AI tools will be cheaper and more easily accessible to SMEs.
[bookmark: _heading=h.9oq8e491lmr7]2.2.2 Customer engagement in the era of AI personalisation
Concept and dimensions of customer engagement
Customer engagement is a cognitive, emotional, and behavioural relationship that customers develop towards a brand following repeated interactions, ensuring high engagement (Schaarschmidt and Dose, 2023, p.888). It contains such dimensions as emotional engagement, behavioural engagement, cognitive involvement, and participation. Within the digital space, engagement is also a manifestation of not just consumption, but also of an interactive, co-creative, feedback, and long-term relational interaction. AI impacts the customer life cycle in terms of customer service, sales, and transformation of marketing practices (Ledro et al., 2025, p.2). The application of AI-based personalisation is key to the formation of these dimensions of engagement through more meaningful, smooth, and interactive experiences.
AI-powered engagement metrics
The use of AI-driven engagement metrics will allow SMEs to assess consumer engagement with personalised content. The most widespread ones are click-through rates (CTR), customer engagement levels, and conversion rates (Kumar et al., 2024, p.3). This also includes session time, personalised email open rates, the number of interactions with chatbots, and the number of interactions with social media. Another more advanced engagement measurement tool provided by AI is sentiment-based analysis, where NLP (natural language processing) helps to predict behavioural patterns in real time, delivering deeper insights regarding user behaviour and preferences (Beth et al., 2025, p.3). These indicators assist SMEs in both optimising personalised content and increasing overall engagement results.
Impacts of real-time personalisation to enhance engagement
Real-time personalisation seems a highly significant aspect as it improves customer engagement by responding immediately to the action of the user, enabling personalisation of touch points (Weidig et al., 2024, p.1). The AI systems monitor behavioural indicators, including search history, purchases, or purchase interest, and provide personalised content at the appropriate time. This urgency enhances relevancy, enhances the likelihood of conversion, and increases the need to interact with SME brands more often as a customer. Live-time suggestions, tailored product feeds, and chat robots containing information are also examples of how AI enhances interaction.
Responses and behaviour of consumers to AI-based personalised interactions
The reactions of consumers towards AI-driven personalised interactions are not uniform, and studies show overall positive behavioural effects in cases where personalisation is transparent, relevant, and non-intrusive. More customers will find a personalised experience to be convenient and add value to interactions, which increases the rate of interaction and strengthens consumer-brand relationships (Hardcastle et al., 2025, p.176). However, excessive intrusion/creepy personalisation can lead to issues of privacy, which reduces trust. Consequently, SMEs have to take a middle ground between the intensity of personalisation and the comfort of consumers.
[bookmark: _heading=h.vveddbe5f15i]2.2.3 AI-driven personalisation and development of consumer loyalty
Behavioural vs Attitudinal: theoretical foundations of customer loyalty
Customer loyalty is a behavioural and attitudinal aspect. Increasing customer loyalty has led to improving customer retention with repurchasing behaviour and intentions, resulting in enhancing long-term profitability (Agarwal, 2023, p.200). The repeat purchasing behaviours are said to be behavioural loyalty, retention, customer lifetime value, emotional attachment or attitudinal loyalty, brand preference, and long-term commitment. All these dimensions provide a holistic view of the development and maintenance of consumer loyalty.
Impacts of AI-enabled personalisation on consumer loyalty
The personalisation offered by AI can be instrumental in shaping consumer loyalty and loyalty goals through developing a personalised experience in a mass setting (Gupta et al., 2025, p.1). Once the customers are given personalised recommendations, appropriate communication, and smooth digital experiences, they will have a greater emotional attachment to the brand. Using AI, SMEs can better meet the needs of individuals than standard marketing tools, resulting in lower friction and more satisfaction. This personalised interaction contributes towards repeat behaviour; it reduces the churn rate and increases long-term loyalty.
Role of AI in retaining customers and ensuring repeat purchasing
Customer retention is an additional quality of AI, which is achieved with the help of different automated systems. Predictive analytics can be used to identify the customers who are at risk of defection, and the retention strategies should be personalised, that is, through targeted offers, reminders, and loyalty rewards to keep their interaction alive. The chatbots and automated support are improved with the help of AI, which enhances responsiveness, which in turn makes customer relationships stronger. This includes 24/7 support with product recommendations and resolving issues (Gao et al., 2025, p.3). These systems also optimise the timing of the intervention, which means that SMEs can have an ongoing and personalised communication that promotes returning to purchase.
KPIs to measure loyalty outcomes in AI-driven marketing
In order to quantify loyalty results in AI-based marketing scenarios, a number of KPIs are widely used. They are customer retention rate, repeat purchase rate, net promoter score (NPS), customer lifetime value (CLV), and churn rate (Renascence, 2024).
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Table 1: KPIs in customer experience
(Source: Developed based on Renascence, 2024)
AI tools can assist SMEs to track and analyse these indicators more accurately by extracting behavioural patterns and providing them with insights about what makes them loyal. By continuously optimising individualised strategies, the SMEs are able to increase both the attitudinal and behavioural loyalty, which in the end leads to a greater marketing performance.
[bookmark: _heading=h.e7q6owbct6vd]2.2.4 Barriers and opportunities in implementing AI-based personalisation in SMEs
AI-Personalisation barriers in SMEs.
Wholesale adoption of AI-based personalisation has a number of structural and operational issues for SMEs. Artificial intelligence has been marked as a transformative technology within the supply chain management (Areo, 2024, p.2). The monetary limitation that comes with the purchase of high-technology AI resources, data architecture maintenance, and continued system upgrades is one of the most visible obstacles. In comparison to large enterprises, SMEs often have fewer marketing resources due to limited budgets, which generates a resource asymmetry that slows down the rate of going digital. The second significant problem is the skills gap, because AI personalisation demands the skills of data analytics, algorithmic modelling, and system management, which are specialised. Internal expertise is very low in many of the SMEs, making use of external consultants that further inflate operational costs.
Issues related to the privacy of data and compliance with regulations also undermine SME preparedness. Within this digital age, small and medium-sized organisations are transforming to business intelligence systems while harnessing the potential of big data (Salluh, 2024, p.2).  Customers demand a more open data culture, and any abuse or excessive use of personalisation can cause the loss of trust. AI solutions require massive datasets to work, and small businesses usually cannot accumulate the amount of quality data, which hinders the accuracy of predictive modelling. Also, changes can be negated by organisational resistance to change because the staff might view the implementation efforts as threats to their positions or be uncomfortable with highly technical systems. This is a factor in poor internal adoption and delayed integration into marketing processes.
Opportunities AI-Personalisation Down on SMEs.
Regardless of such challenges, AI-based personalisation creates a number of strategic opportunities. There are several uses of AI; AI-driven customisation tactics have been marked as crucial while altering the interactions of digital marketing and e-commerce with the customers. AI-driven customisation refers to the foundation of modern digital marketing tactics, including personalised items and personalised marketing strategies to meet the needs of the customers  (Bhardwaj et al., 2024, p. 42). Artificial intelligence can help enhance efficiency in operations by automating daily marketing processes, including email segmentation, customer profiling and behavioural targeting. This minimises labour intensity and gives the staff more time to engage in more creative work, which has greater value. The AI personalisation also extends competitive positioning, which enables the SMEs to provide a customer experience equivalent to that of the large companies, despite having limited resources.
Accessibility further increases the availability of AI tools to SMEs with the emergence of low-cost AI tools, such as low-cost CRM systems, open-source predictive analytics systems, and commercial recommendation engines. These technologies enable smaller companies to provide a personalised experience through customer touchpoints and build a better relationship with customers. Moreover, AI is capable of data-driven innovation, which includes product optimisation, customised bundles and promotional strategies based on behavioural data. As a result, the SMEs have the ability to gain maximum levels of engagement and better conversion rates through offering products and services that meet the expectations of customers. Thus, AI personalisation turns out to be a field of compromise where challenges co-exist with revolutionary opportunities for SMEs operating in the competitive digital markets.
[bookmark: _heading=h.awgt8lssi0p]2.2.5 Strategies for effective integration of AI-driven personalisation by SMEs
AI Successful Adoption Strategies.
Implementation of AI-based personalisation within an organisation necessitates SMEs to pursue institutionalised and scalable approaches. According to the researchers, it is beneficial for the firms to focus on engaging the consumers in their journey with the organisations (Moreira, 2025, p.14). One of the essential bases is the creation of a data-ready infrastructure that guarantees precise, safe and ethically gathered customer data. The SMEs should focus their effort on investing in CRM systems, which will centralise customer data and work with machine-learning integration. The other necessary tactic is the capability building of the workforce, as employees are trained in data literacy, digital marketing analytics, and AI application tools to bolster the organisational preparedness.
SMEs need to adopt AI solutions in moderate steps, starting with low complexity tools like automated email personalisation or chatbot systems, to complex predictive analytics. It minimises the risk involved in implementation and permits continuous learning. The creation of clear data governance will also increase consumer confidence, as it will guarantee adherence to regulatory practices. Cooperation with the technology suppliers and educational institutions also assists the SMEs by providing expert advice and tailored AI tools. All these strategies make AI-based personalisation more effective and sustainable.
[bookmark: _heading=h.2oa4alb65opl]2.2.6  Conceptual framework
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Figure 3: Conceptual framework
(Source: Self-developed)
[bookmark: _heading=h.v9ajaelb6c5a]2.3 Overview of the marketing tactics of SMEs in the UK
Online-Based Marketing Strategy.
There is a growing trend whereby UK SMEs implement digital marketing approaches in order to reach their target groups. In this era, the fact of having an online presence indicates social media engagement and interactive content (Verma and Srivastava, 2024, p. 5408). Use of social media, email promotions and optimisation of its websites enable the smaller firms to reach consumers at various touch points. Cost-effective advertising uses search engine marketing, pay-per-click marketing, and content marketing as tools to increase visibility and traffic. Digital-first methods help SMEs to gauge the real-time performance of their campaigns, react promptly and stay nimble in competitive markets.
Customer-Centric Strategies
Customer-centric marketing is one of the priorities of many SMEs that strive to create loyalty and stimulate purchase again. Customer journey mapping refers to a strategic tool which is being implemented for firms to understand the stages through which customers reach the company (Okeke et al., 2024, p.2004).  Individualised communication, customer-responsive services, and loyalty programmes result in a deeper brand-consumer relationship. Automated email alerts, feedback data, and interactive content are some of the techniques that help make the messages more interactive and streamline the information, which can be used to shape future marketing efforts.
Localised and Experiential Marketing.
SMEs also use experiential and community-based strategies, as well. Experiential marketing refers to the marketing strategy which aims to provide a pleasant experience to consumers associated with a certain brand (Gunawan, 2022, p.36). The use of pop-up events, attendance at local fairs, and collaboration with other local businesses make the local brands stronger. Such processes enable SMEs to provide an immersive experience, which is likely to be difficult for large competitors, leading to trust and long-term commitment to the community. Also, SMEs tend to customise such local experiences with a customisation of culture, interactive demonstrations, and product trials by letting the customers interact personally with the brand. Emotional attachment is also enhanced through limited-edition products unique to the area, live workshops, and accounts of the origin of the business. Such strategies assist the SMEs to stand out among the mass-market brands, facilitate word-of-mouth advertising, and prepare memorable moments that boost brand loyalty. The experiential methods also enable the SMEs to obtain real-time customer feedback, which forms the future offerings.
Data-Driven Decision Making
The UK SMEs are becoming more and more analytical and customer-data-based in their marketing. Monitoring of the website's data, social networking data and buying patterns enables companies to improve their targeting, refine campaigns, and anticipate future trends. The use of data-driven strategies makes the marketing processes more efficient and relevant, so that the impact of the marketing effort is increased with minimum resources.
[bookmark: _heading=h.3ugjka33a4zr]2.4 Hypothetical review
[bookmark: _heading=h.ryf1mjrnmig6]2.4.1 Technology Acceptance Model (TAM)
The Technology Acceptance Model (TAM) is a model used in explaining how users accept and use new technologies depending on their perceived usefulness and perceived ease of use (Harsanto et al., 2023, p.29).
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Figure 4: TAM
(Source: Self-developed)
When applied to the UK SMEs and their AI-driven personalisation, TAM can be used to explain why employees and customers can be open or opposed to AI-driven interaction. In the event that AI tools are considered as helping to make marketing more efficient, increase the level of engagement, or make decisions easier, then there will be a higher chance of adoption. Similarly, the individualised experiences are to be accepted by the customer depending on their perceived usefulness and user-friendliness. TAM thus offers a good ground for adoption behaviours in SME in marketing.
[bookmark: _heading=h.5hmbx562wzr4]2.4.2 Diffusion of Innovations (DOI)
The Diffusion of Innovations (DOI) theory is a theory that describes how the spread of new technologies in organisations takes place with the help of essential concepts like relative advantage, compatibility, complexity, trialability, and observability. This theory determines major critical factors influencing the rate of technology adoption and offers a predictable model for understanding human perceptions contributing to innovation adoption (Overbye-Thompson and Hamilton, 2025, p.1). The framework applies to comprehend the diffusion of AI-based personalisation among the UK SMEs. SMEs are inclined to implement AI when they see the apparent benefits, such as more effective or better targeting, and when such technology does not contradict the current procedures. DOI thus assists in demonstrating the different adoption levels of SMEs and what influences their willingness to adopt AI personalisation.
[bookmark: _heading=h.hij19rnb14w8]2.4.3 Resource-based view (RBV)
The Resource-Based View (RBV) accentuates the way in which competitive advantage is attained by the firm within the context of resources that are valuable, rare, and hard to imitate (Mailani et al., 2024, p.3).
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Figure 5: Resource-based view (RBV) including VRIN or VRIO resources
(Source: Mailani et al., 2024, p.3)
Regarding the concept of AI-based personalisation, the RBV indicates that SMEs are able to enhance their marketing competitiveness through the use of unique data assets, analytical capabilities, and AI-powered processes. Engaging and loyal customer insights, an original algorithm, or a competent digital team could be developed as a resource of high quality. However, SMEs have limited resources, so the adoption of AI is not even. RBV is thus the reason why there are SMEs that benefit from AI personalisation, whilst others fail because of a lack of capabilities.
[bookmark: _heading=h.bgtl14i4nyi5]2.4.4 Stakeholder Theory
The Stakeholder Theory highlights that organisations should take into account the interests and demands of various stakeholders, such as customers, workers, technology suppliers, and government. This theory prioritises value creation for stakeholders instead of only shareholders (Gutterman, 2024, p.1). When considering AI-driven personalisation, SMEs have to compromise their technological innovation with such stakeholder issues as privacy, transparency, and ethical use of data. The customers are not only demanding the relevant experiences of personalisation but are also requiring responsible data handling, particularly in the case of GDPR. Employees need to be trained to work with AI tools, and external partners determine the success of implementation. The theory is thus a multidimensional way of evaluating the manner in which SMEs handle AI personalisation in a responsible and sustainable way.
[bookmark: _heading=h.yasn3tar12sx]2.5 Empirical Review
The recent empirical research indicates a general trend of adopting AI-guided personalisation in the global marketing context, and the research that has focused on UK SMEs is relatively scarce. As Amin et al. (2025) illustrate, organisations that combine AI-based analytics and customised content boast of making their marketing efficiency and customer relevance significantly better. Likewise, Kedi et al. (2024) observe that the customer experience and sales are improved in SMEs working with AI-based personalised automation. However, both articles focus mainly on non-UK or general settings, leaving a geographical gap in the study of the adoption process and issues in the specific case of the UK SMEs.
The trend in the UK is supported by evidence in the industry. Digitalisation World (2025) reported that most of the SMEs in the UK have begun adopting AI, as a result of competition and national digitalisation efforts. However, obstacles such as the lack of knowledge, the presence of data readiness, and financial resources remain in the way of full adoption. Though these results deal with the rates of adoption, they do not empirically relate such patterns of adoption to the results of customer engagement and customer loyalty, which defines the gap of performance impact in the current body of literature.
Empirical studies that have been conducted on the effect of AI personalisation on customer engagement have shown high scores in its positive impacts. The research by Beth et al. (2025) shows that AI-based behavioural analysis enhances engagement by predicting user patterns and providing real-time individualisation of the interactions. Furthermore, Schaarschmidt and Dose (2023) reveal that the quality of engagement depends largely on emotional responses, which means that personalisation needs to be context-sensitive in order to be effective to a maximum extent. Weidig et al. (2024) verify that the application of personalised touchpoints improves customer experiences because it elevates perceived relevance. However, a lot of this work is conducted on either large companies or online platforms, and this results in an industry-specific gap in the functioning of engagement mechanisms in resource-constrained SMEs.
The results of the evidence in terms of loyalty are also positive. According to Hardcastle et al. (2025), AI-personalised trips enhance loyalty intentions through the increase in the value of perceived experience, whereas Gupta et al. (2025) and Agarwal (2023) show that the machine-learning-based profiling and targeted offers enhance repeat buying significantly. Kumar et al. (2024) highlight that the gap between industry leaders and their abilities seems to grow wider with each technological breakthrough. However, these studies mostly look at the high-tech or retail segment, leading to a contextual gap in the studies of how AI-driven loyalty mechanisms operate in the UK SME contexts.
Both papers by Ledro et al. (2025) and Renascence (2024) also stress the role of CRM integration and KPI monitoring in the success of AI, yet there is no specific empirical data related to the links between such frameworks and SME performance. Therefore, although it is a fact that empirical studies reveal that personalisation with the help of artificial intelligence promotes improved engagement and loyalty of customers, there is an evident gap in specific studies of UK SMEs. Key gaps include the scarcity of empirical studies on adoption behaviour amongst the UK SMEs and the lack of connection between AI applications and quantifiable engagement/loyalty KPIs in SMEs. This also includes the lack of industry-specific insights that examine constraints and capabilities of SMEs. The gaps are the reasons why the current study is highly significant.
Additional empirical research supports the increasing topicality of AI-powered systems on SME performance, yet most of the studies are still centred on operational performance instead of consumer-related outcomes. According to Areo (2024, p.2), the implementation of AI in supply chain optimisation includes various domains. Along with forecasting, there are the historical sales data and AI-driven models that are giving demand predictions. Although the study supports the value of AI in improving the competitiveness of SMEs, it focuses mainly on back-end and fails to relate such enhancements to marketing efficiency, customer interaction, or retention. This provides a viable gap in the knowledge of how supply chain AI is indirectly helpful in providing a personalised customer experience among SMEs.
Vulnerabilities regarding the data and information can be induced from various factors, such as a lack of security protocols and a lack of knowledge and training services for the employees (Salluh, 2024, p.3). The analysis indicates that inadequate encryption requirements, a small size of the IT security personnel and age-old governance structures prevent SMEs from gathering and utilising customer data with trust. Thus, the research offers a gap of relevance in the AI-personalisation adoption studies with regard to reliability and information safety in the interaction between SME consumers.
In the research work, there are investigations about several aspects, including the process of Natural language processing within the personalisation of contents (Bhardwaj et al., 20204, p.42). However, there is a lack of research on the process of implementing the tools within the business process. Although it is suggested as positive, the research indicates a high level of positive effects on engagement and conversion, but it is mainly focused on digital retailing, which restricts its applicability to different sectors of SMEs in the UK, which have a gap in this context.
The adoption of CRM and its utilisation in SMEs has been analysed, along with considering the challenges and impacts of AI-driven tools (Moreira, 2025, p.13). However,  it does not analyse the effectiveness or capacity of AI to cope with the barriers. The results reveal the increases in responsiveness of the clients, the quality of relationships, and personalised communication.
Literature Gap
The current body of empirical data substantiates the fact that the influence on the engagement, loyalty and operational efficiency caused by AI-based personalisation increases, but there are also some gaps that have not been filled, especially in relation to the UK SMEs. The majority of the literature concentrates on large companies, international markets, and does not give much understanding of how resource-constrained UK SMEs embrace, apply, and reap the benefits of AI-personalisation. It is required to further examine the implementation protocols. There are no empirical relationships between the adoption of AI and quantifiable customer engagement or loyalty performances, and this knowledge gap would be a considerable performance gap. Moreover, the research investigating supply-chain AI, cybersecurity and CRM integration focuses on back-end operations, as opposed to the functions facing the consumer and focuses on personalisation, which leads to a functional gap. These loopholes serve to show that specific, SME-centric studies are required in the provision of links between AI-personalisation practices and engagement, loyalty and marketing performance in the UK context.
[bookmark: _heading=h.9nrkws5v02dx]2.6 Chapter Summary
In general, the available literature shows that AI-driven personalisation as the force of change in the current marketing context is highly appreciated, but its implementation in the UK SMEs is under-researched. The bigger organisations are advantaged by high-tech tools, automation and data-rich ecology; SMEs are constrained to adopt it due to their financial pressures, ability disparities and insufficient digital maturity. The literature is not clear about how AI-personalisation directly affects engagement, loyalty and long-term competitiveness in the context of the SMEs. This underscores the necessity of such a specific study whereby viable, scalable and resource-conformable strategies of AI in SMEs should be researched so that they can effectively use personalisation to boost customer value, build strong relationships, and maintain growth.


[bookmark: _heading=h.3ju1yxcps6hn]Chapter 3: Research Methodology
[bookmark: _heading=h.nkuf1lnm719h]3.1 Chapter Introduction
This research paper aims to critically evaluate the impacts of AI-based personalisation on customer engagement and loyalty in the UK SMEs. In reaching this purpose, this study will be informed by four objectives, namely, examining the implementation of AI-based personalisation approaches, how they impact important engagement and loyalty metrics, the potential and challenges SMEs encounter, and offering suitable recommendations. This chapter gives the methodology that is taken in this secondary research. It discusses the research design, philosophical approach, methods of data collection and analysis, and ethical issues aimed at credible results in the assessment of AI-based personalisation effects to the marketing practices of UK SME.
[bookmark: _heading=h.jnh09x8osw2z]3.2 Research Onion
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Figure 6: Research Onion
(Source: Mbedzi et al. 2020, p.7)
Saunders Research Onion is a strategically constructed or designed model to visually illustrate the stages of the research and the major methodological parameters of the research. It helps to develop a better understanding of the research progression due to its pertinence and the comprehensive nature across multiple disciplines (Mphale et al. 2024, p.2376). As per the research onion, this research has been guided by the Philosophical approach of  Interpretivism. This research has followed an Exploratory design and a Deductive research approach, with a Secondary data collection technique, a qualitative research strategy and a Non-probability purposive sampling approach. The further interpretation has been done by the Desk-based analysis and Qualitative analysis.
[bookmark: _heading=h.jye9ib2q0bac]3.3 Research Philosophy
In the context of the Research philosophies, the positivism approach seeks objective and factual knowledge through empirical observation, thereby viewing reality as singular and measurable. On the other hand, the pragmatism approach is associated with the judgement of truth by practical outcomes and usefulness, where the reality is embraced as complex while often being blended with the quantitative/qualitative methods (mixed methods) to solve problems. This research paper has adopted the philosophical framework of Interpretivism. It primarily focuses on the in-depth variables and factors related to the contextual parameters of the study. In this philosophical framework, humans are regarded to be distinguishable from the physical phenomena as the interpretations of humans create further meanings or outcomes based on subjective perception, and consequently, they cannot be evaluated in the same way as the natural phenomena (Alharahsheh and Pius, 2020, p.41). It has helped to deeply evaluate the impact of AI (Artificial Intelligence) driven personalisation of the UK SMEs for customer engagement and building brand loyalty through the analysis of the secondary sources. This strategy has been helpful in evaluating the actual overview of the impacts of AI-driven personalisation and marketing, specifically of the UK SMEs. Interpretivism studies primarily focus on the essence and emphasise a diverse set of methodologies to reflect various aspects of the context (Pervin and Mokhtar, 2022, p.423). This critical philosophical guidance is essential to understand and interpret the research data and information for the specific context of the UK SMEs and to examine the context of marketing and customer engagement.
[bookmark: _heading=h.61e7nbbl27ib]3.4 Research Approach
Within the context of the research approaches, the Inductive (bottom-up) approach starts with specific observations for building the broad theories. On the other hand, the Deductive (top-down) approach is associated with the general theories/hypotheses along with the testing of them. This study adopts an inductive research approach to explore the impact of AI-driven personalization on marketing outcomes within UK SMEs. This approach is generally associated with the analysis of the qualitative data (Kumar and Ujire, 2024, p.58). Thus, this method commences with detailed empirical observations regarding customer trust and loyalty, along with the engagement instead of testing the pre-determined hypotheses. In this way, recurring patterns and trends related to the real-world benefits and challenges of AI adoption are identified by analyzing specific data from UK SMEs. This bottom-up strategy facilitates the development of new theoretical insights and generalizations from the collected evidence. Consequently, a grounded understanding of the relationship between personalization and brand value is also established by this study,by which the conclusions have been derived from the data organically.
[bookmark: _heading=h.umphylhkpjdc]3.5 Research Design
This research has used an exploratory research design. An exploratory research design is implemented when a research problem that has not been previously studied needs to develop operational definitions, establish any priorities, or refine the final research design (Olawale et al. 2023, p.1384). An exploratory research design has an unstructured and flexible approach for the topics that primarily uses methods like literature reviews to develop an initial hypothesis required for the research. As the topic of this research, which is about the impacts of AI within the marketing of SMEs on consumer engagement and loyalty, is relatively new, there is a shortage of prior extensive research and theoretical frameworks on the customers’ perspective. In this regard, this research design provides an output that is useful to obtain insights and provide a groundwork for any future research studies. 
Typically, in this research approach, information can be collected from already existing data or from the field and must be organised in a structure that has never been done before (Singh, 2021, p.2). The key domains included in an exploratory research design for this research are associated with addressing knowledge gaps and exploring novel phenomena, along with identifying the problem and investigation, while also presenting a hypothesis and collecting refined data. This helped the researchers to recognise any new patterns, while further understanding any complex customer behaviours regarding the personalisation of the AI applications and chatbots. 
[bookmark: _heading=h.fl8pkfg24iwv]3.6 Research Strategy
This study adopted a Secondary Desk-Based and qualitative research strategy (specifically Archival/Documentary Research) in order to investigate the impact of AI personalisation on UK SMEs. This particular research analysis approach is associated with the reading and reviewing of the texts that have been reviewed by others previously, while the methods of analysis and combination, along with the comparison, are used for the comprehension of the topic (Topolewski et al. 2023, p.283). It is effective for this study as the primary survey or interview-based research strategy would only consider fewer samples and experiences from a limited number of participants, whereas, in contrast, this desk-based strategy enables the aggregation of macro-level data from high-authority sources. This design is selected for its strategic relevance as a longitudinal comparison of adoption rates can be allowed through this, while the audited financial outcomes can be analysed as well, which could not be collected from mere surveys or interviews. Thus, this research approach relevantly contributed to the formulation of research findings, while maintaining the feasibility and credibility of the same.
[bookmark: _heading=h.4psq4p7zp54q]3.7 Data Collection Technique
The research has included secondary data, which is a type of data that is collected for other research by other researchers for their own benefit (Ajayi, 2023, p.1). This research requires large datasets that are accessible to validate various models and training, and identify any potential gaps in the research with cost and time-effective methods of analysis. Secondary data provides data from previous research based on AI, which is relevant for this research.
The sources used for this research have been taken from scholarly journal articles, news articles, industrial reports, press releases, and government reports published or released after the year 2020. The inclusion and exclusion criteria in research determine which articles must be included or excluded from the topic of research by performing searches, screening from different databases, and studies published previously (Awan et al. 2022, p.3). Inclusion and exclusion criteria in this research provide strong support for validating the selected articles. As this research technique is based on logic and reasoning regarding the chosen topic, it can later evaluate any possible consequences for its results and conclusions.
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Table 2: Inclusion/Exclusion criteria for the Secondary data Sources
(Source: Self-Created)
Some of the keywords used under the searching strategy for this research are “SMEs in UK”, “AI in UK SMEs”, “marketing”, “Cloud-based Tools”, “Chatbots under core AI-technologies”, “influence of AI on consumers”, and “privacy concerns related to AI technologies”. 
[bookmark: _heading=h.yrbt9odo0ptb]3.8 Sampling Strategy
This research used a non-probability purposive sampling strategy. The researcher used existing studies and data, which are known as secondary research, to collect information. Non- probability sampling does not allow the researcher to apply the result to a whole population (Stratton, 2021, p.373). Rather than the findings can only be applied to the specific people who are included in this study (Stratton, 2021, p.373). Specifically, purposive sampling is a type of sampling in which the researcher selects the exact people they need, and they are looking for those who fit like experts or people with particular experiences (Rahman, 2023, p.49). In this research, the researcher used existing data to identify trends and patterns that help them to understand how AI-driven personalisation affects SMEs. The researcher collected secondary data using various sources, like government publications, online journals, business records, and books. 
[bookmark: _heading=h.a8e6h790zd3o]3.9 Data Analysis Procedures
This study employed a thematic analysis approach to investigate the impact of AI-driven personalization on marketing outcomes in UK SMEs. It is associated with the development of the themes from the data that have been collected by the researchers (Morgan, 2022, p.2080). This approach systematically codes and categorises the qualitative data, while the research identifies key themes regarding customer trust and loyalty, along with the engagement patterns. A detailed exploration of complex datasets is thus allowed in this method, thereby revealing underlying patterns in how the brand values are influenced by the AI implications. Consequently, the study synthesizes these themes to provide a nuanced understanding of both the benefits and challenges which relate to the AI personalization strategies.
Qualitative analysis is a type of research method that focuses on capturing perspectives or interpretations (not quantities), such as words, text, and observations, to understand concepts, thoughts, or experiences from various sources, which, in this research’s case, will be dependent on the secondary sources only. However, qualitative analysis depends a lot on the researcher's skills and knowledge of the context, which can lead to personal bias (Islam and Aldaihani, 2022, p.8). In this regard, cross-verification of the formulated findings along with the contextual representation of the insights has been implemented by the researcher, thereby aiming to mitigate the potential biases. Qualitative secondary analysis is thus applied here to answer the research questions that are different from those used in the original studies (which are the collected data sources). 
[bookmark: _heading=h.uy5l2mfrmr66]3.10 Credibility and Replicability of the Findings
In this study, it has been ensured that the findings are credible and can be reproduced, which means the results are trustworthy and others can verify them as well. This is significant as it adds credibility to the research. Scholars also argue that researchers need to be credible so their results can be believed, both quantitative and qualitative research, and each type of research has its own methods to make the findings more reliable and credible (Haq et al. 2023, p.151). The researchers worked to make sure their methods and data were sound, so that others could build on the research they had conducted. Also, the proper referencing of the resources along with the contextual representation of the findings contributed to the maintenance of the credibility of the findings. 
[bookmark: _heading=h.dtc1dos8decv]3.11 Ethical Considerations
The aspects of ethics are associated with the moral problems that can be related to any research (Mirza et al. 2023,p.442). The research has critically addressed and emphasised all the ethical considerations regarding the implementation of AI and the possible flaws that could be faced. This research paper has maintained transparency by providing all the data and information that has been gathered, along with their sources. This study was performed with the primary objective under ethical consideration to maintain the quality or credibility of the utilised information, and to avoid any data misinterpretation or bias.  
[bookmark: _heading=h.rmye155yo2a0]3.12 Limitations
A primary limitation of this study is the reliance on secondary data, which can contain inherent biases while lacking granularity for micro-enterprises. Additionally, access to real-time proprietary financial data was restricted in this study as well. In order to mitigate these, the study employed stricter cross-referencing of the commercial reports and the impartial government statistics, thereby ensuring findings remained valid in this regard.
[bookmark: _heading=h.ggutn6tev0n0]3.13 Research Timeline
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Figure 7: Research Timeline
(Source: Self-Created)
[bookmark: _heading=h.5o6ncelwvfiz]3.14 Chapter Summary
The chapter has presented the methodology framework that led to the study in terms of interpretivist philosophy, deductive and exploratory approach, secondary qualitative research strategy, purposive sampling, and desk-based analysis. It also provided an overview regarding the issue of credibility, ethics, and limitations, providing transparency and reliability in the research of the effects of AI-driven personalisation on UK SMEs.



[bookmark: _heading=h.nrbvgvjfoday]Chapter 4: Data Analysis
[bookmark: _heading=h.la2fep8a2wcx]4.1 Introduction
This section introduces the data analysis chapter and justifies the adopted outline clearly. The research objectives that are intended to be addressed in this section are associated with the AI-based personalisation strategies which are incorporated by the UK-based SMEs (RO1) and the impacts of the same over the consumer engagement and loyalty (RO2), along with the relevant challenges and opportunities in this process (RO3) and the significant recommendations as per the discussions (RO4). Thus, addressing these research objectives significantly connects the links between the findings and the research aim, which entails a critical evaluation of the impacts of AI-based personalisation that SMEs can experience. 
[bookmark: _heading=h.aajli8xy056l]4.2 Description of the Dataset
The research is purely founded on the secondary qualitative data in good and current scholarly and industry publications. The data is made up of peer-reviewed journals, industrial reports, government and institutional reports, and professional knowledge regarding AI-driven personalisation, customer engagement, and loyalty in the UK SME-related market. The books, magazines, journals, and similar publications before, unpublished autobiographies and biographies, etc, released after that are the sources of secondary data (Mazhar et al., 2021, p.1). The choice of the dataset was based on the need to make it relevant to the UK SME marketing environment and address the latest trends in AI usage, ethical implications, and digital marketing activities. The documents under review address varied SME sectors such as retail, e-commerce and service-based industries, offering diversity in context and depth in analysis. The secondary data allowed conducting a wide sweeping analysis of the trends and patterns, challenges, and opportunities without time, access, or cost constraints inherent in gathering primary data. This strategy is conducive to the plausibility, practicality, and theoretical foundation of the research results.
[bookmark: _heading=h.6c55savkh5ry]4.3 Outline of the Analytical Approach
The analytical approach of this study focused on qualitative data to gain a deep and meaningful understanding of the research topic. Qualitative data analysis is used to transform raw data by searching, evaluating, recognizing, coding, mapping, exploring and describing patterns, trends, themes and categories from the raw data, in order to interpret them while understanding their underlying meaning (Mezmir, 2020, p.15). A coding process was then used, where keywords, phrases, and ideas were identified and grouped into meaningful categories. These codes helped organize the data in a clear and structured way. Following this, thematic analysis was applied to identify common patterns, themes, and relationships across the secondary data. Through this way, the contextual meanings of the findings were comprehended from the factual data, rather than focusing on the consistency or frequency of the events across the datasets.  The chosen analytical method was appropriate because the research aimed to explore perceptions, experiences, and opinions rather than measure numerical outcomes regarding the insights related to the implementation of the AI-based personalisation by the UK-based SMEs. Moreover, using thematic analysis supported a flexible and systematic way to interpret complex qualitative data while remaining closely connected to the research questions. The approach also aligned well with the research design, where both the research questions and objectives were addressed accordingly. Overall, this analytical process ensured that the findings were credible, well-organized, and directly linked to the study’s objectives, helping to produce rich and insightful results.
[bookmark: _heading=h.1rds08d4q2m3]4.4 Presentation of the Findings
[bookmark: _heading=h.3bpj4k9r4kxb]Theme 1: Nature and extent of AI-enabled personalisation adoption among UK SMEs
Selective and gradual adoption of AI personalisation tools
It is seen that UK SMEs are selectively and incrementally using AI-enabled personalisation as opposed to changing it on a wholesale basis. The majority of SMEs focus on cheap and non-risky AI applications, including email personalisation by CRM, simple recommendation engines, and chatbots. The SME landscape of the UK seems to be in a period of transformation where AI is not top-down, but this seems grassroots, inclusive, and tailored to real business needs (British Chambers of Commerce, 2023). 
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Figure 8: AI adoption rates comparing to previous years 
(Source: British Chambers of Commerce, 2023)
The above-mentioned figure indicates that in 2025, nearly 33% of organisations have stated no plan to use AI decreasing from 2023 while 24% in 2025 states no intention to use AI in the future increasing from 2023 (British Chambers of Commerce, 2023). This slow embrace is played off by financial constraints, perceived complexity, and uncertainty about ROI. Aligning with the Technology Acceptance Model, AI tools that seem easy to use and bear direct positive effects on the SMEs would be more likely to be adopted. European SMEs seem to be integrating AI within their operations in a rapid manner, where the promise to ensure potential productivity, competitive demands, and financial pressures seems to be the key drivers (Wood, 2025). Consequently, the sophisticated capabilities of AI, like predictive personalisation in real-time, are not well used.
Integration of AI personalisation within digital-first marketing processes
AI personalisation is primarily implemented into digital-first marketing platforms, such as websites, email campaigns, and social media platforms. The uses of AI by SMEs include automation of customer segmentation, online content tailoring, and provision of specific promotional messages, guided by behavioural information. 
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Figure 9: Businesses using AI-enabled tools currently 
(Source: YouGov, 2025)
The above-mentioned figure has demonstrated that 31% of businesses have used AI-enabled tools currently (YouGov, 2025). AI technologies have empowered marketers in analysing massive amounts of datasets and generating actionable insights, which has led to creating highly personalised marketing campaigns (Wilson et al.. 2024, p.1). This integration enhances marketing efficiency and scalability through the minimization of manual workload and increased targeting accuracy. However, the use of AI is not channel-wide, but is more of a channel-specific approach to adoption within the whole marketing ecosystem. The digital maturity of SMEs is more successfully integrated, and in AI-based marketing implementation, technological preparedness is paramount.
[bookmark: _heading=h.xtruoighg4b6]Theme 2: AI-driven personalisation positively impacts customer loyalty and engagement outcomes
Enhancing customer engagement through real-time and relevant personalised interactions
AI-based personalisation is a powerful tool to increase customer engagement through providing timely and relevant interactions. The AI adoption rate among UK SMEs seems to have increased by 35% from 25% in the last year, indicating the next wave of SME growth (Thomas, 2025). AI integration in personalisation has led to making data-driven decisions by recognising the value of customer data, including monitoring engagement metrics, analysing the effectiveness of personalisation efforts, and collecting feedback (Egorenkov, 2023, p. 29). Personalised content (tailored product recommendations, chatbots responding to the customer) in real-time grabs customer attention and makes them more likely to interact with the company. 
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Figure 10: Factors customers seek to remain loyal
(Source: Salesforce, 2023)
The above-mentioned figure demonstrated that 65% of customers stayed loyal to those companies which have offered personalised experience (Salesforce, 2023). The main indicators of engagement, such as click-through rates, duration of the sessions, and digital interactions, exhibit a certain improvement in the presence of personalisation in regard to customer preferences. Such customised experiences enhance emotional and cognitive interaction as the interactions become more meaningful and responsive. However, the incomes of a given engagement are maximised in case personalisation is seen as supportive and not invasive.
Strengthening customer loyalty via predictive insights and personalised experiences  
Personalisation with AI is a positive factor in customer loyalty as it allows SMEs to predict customer needs and customise retention strategies. 
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Figure 11: Significance of personalised actions for customers who purchases for the first time 
(Source: Mckinsey & Company, 2021)
The above-mentioned figure has demonstrated major benefits of using personalisation for customers who have purchased for the first time such as easy to navigate online and in-store, tailoring messages towards my needs and more (Mckinsey & Company, 2021). Predictive analytics enables SMEs to discover the risk of churn and provide specific offers, loyalty points, and reminders that motivate repeat purchases. 
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Figure 12: Best tactics in personalisation
(Source: Kumar, 2025)
The above-mentioned figure has revealed that 58% of customers demand personalised site search results while 56% of customers demand personalised payment or shipping options (Kumar, 2025). With the help of predictive models, businesses have refined the assessment of their churn risk with retention efforts and adopted proactive actions such as implementing personalised retention strategies, such as service upgradations, loyalty rewards (Neuralt, 2025). These customised experiences increase customer satisfaction, emotional attachment, and permanent adherence to the brand. There are improvements in loyalty KPIs such as retention rates, repeat purchase behaviour, and customer lifetime value. However, long-term loyalty will be ensured by high-quality and regular personalisation and unambiguous data policies to ensure customer loyalty.
[bookmark: _heading=h.7kiieptx8khx]Theme 3: Implementation of AI-enabled personalisation is constrained by ethical, capability, and structural issues
Resource and financial constraints are limiting the depth of AI-driven personalisation adoption.
The restricted financial and technological capabilities are a major factor that impedes the capability of SMEs to adopt AI-based advanced personalisation. 
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Figure 13: Disconnection between delivery and perception of great personalised experience
(Source: Deloitte, 2025) 
The above-mentioned figure has depicted that organisations have faced challenges in order to strike a balance between growth maximisation and commercial viability while offering a personalisation strategy where 80% of customers have spent 50% of their spending on these organisations offering personalisation (Deloitte, 2025). SMEs are not able to use advanced tools due to the high expenses of artificial intelligence software, data infrastructure, and system maintenance. Implementation of AI among SMEs requires a comprehensive transformation of the existing corporate process, infrastructures, and cultures (Mohd Rasdi and Umar Baki, 2025, p.2). As a result, a lot of people use simple AIs that do not provide a high level of personalisation. These limitations diminish the possible strategic contribution of AI to the performance of marketing and customer relationships. This is also hampered by the scarcity of resources to conduct experimentation and innovation to accelerate the process of a manual-based or rule-based system to more intelligent AI-driven personalisation solutions.
Organisational resistance and skill gaps impede effective AI integration.
One of the key factors the company faces is the absence of internal proficiency in the fields of AI, data analytics, and digital marketing technologies. It is seen that only a third of the UK workers have used generative AI at work, and among them, just half have done so on a daily basis (UKAI, 2025).  The unskilled staff available in many SMEs cannot handle and optimise AI-driven personalisation systems, and thus, the tools are underutilised. 
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Figure 14: Increasing adoption rates of cloud-based computing systems but lagging AI and robotics 
(Source: Office for National Statistics, 2023)
The above-mentioned figure has revealed that in the UK, major organisations are adopting cloud-based computing systems increasingly but AI adoption rates are rapidly decreasing (Office for National Statistics, 2023). This indicates organisational resistance towards adopting AI. Moreover, organisational resistance to change is likely to arise because of the fear of the complexity of the technology or job loss by employees. This opposition decreases implementation and operational efficiency. SMEs fail to introduce AI into their marketing business cycles without proper training and change management policies.
Trust concerns, regulatory compliance, and data privacy impact the effectiveness of AI personalisation.
It is observed that automation and AI can save SMEs huge amounts of time if they are implemented responsibly and safely (Cleverfox, 2025). The factors that contribute to the impact of AI-enabled personalisation on UK SMEs include ethical and regulatory issues. Customers are becoming more worried about data privacy, transparency, and ethical utilization of personal data, especially when the policy is governed by the GDPR regulations. Personalisation seems to be difficult in terms of implementation where businesses need to become careful to strike a balance between privacy concerns and personalisation (Ahmed, 2023, p.1). Unwarranted or excessive personalisation may create a lack of trust and adversely impact engagement and loyalty. Moreover, SMEs do not have effective data governance structures and therefore cannot handle customer data in a responsible manner. These difficulties reveal the need to conduct ethical AI practices, open communication, and regulatory adherence in terms of maintaining successful personalisation strategies based on AI.
[bookmark: _heading=h.en6menqe5d3t]Theme 4: Strategic opportunities related to AI personalisation which enhances marketing efficiency, customer experience and overall growth in UK SMEs
Artificial Intelligence-based personalised interactions to improve customer experience
There are several opportunities regarding the implementation of the AI-based personalisation by the UK-based SMEs that are needed to be considered here. The major opportunity in this regard can be about the better customer experience that can be driven by the AI-based personalisation tools. For instance, SMEs can leverage AI-based recommendation engines to maintain relevance and build customer loyalty (Okeke et al., 2024, p.2023). AI tools help SMEs understand customer behaviour, preferences, and buying patterns. Furthermore, the aspects of the customer journey can also be linked with the AI-driven recommendation engine by which effective strategies can be formulated regarding the improved consumer engagement (Okeke et al., 2024, p.2024). Thus, by analysing past purchases, website visits, and interactions, businesses can offer personalised product recommendations, tailored emails, and relevant offers.  
More efficient marketing and economical marketing with AI-based targeting
[image: ]
Figure 15: Impact of GenAI in marketing with comparison of other organisational aspects
(Source: McKinsey & Company, 2025)
Another opportunity is more effective and cost-efficient marketing that can be leveraged by these AI-driven personalisation strategies. AI marketing helps to automate procedures and tools like data collection, data analysis, data process, giving decision makers the ability to empower decision making process and transform them to enhance consumer-centric decision- making mechanisms (Gkikas et al., 2021, p.154). Thus, AI-based personalisation allows SMEs to target the right customer with the right message at the right time. Instead of spending money on broad advertising, marketers can be able to make smart decisions regarding the personalized marketing which can be aided by the information of the consumers’ next moves through the AI-based personalisation tools (Gkikas et al., 2021, p.149). In this way, AI helps focus resources on customers who are most likely to respond. 
AI personalisation allowed gathering data to make informed decisions that facilitate the expansion and progress of businesses sustainably
The third opportunity is improved business decisions and growth. AI personalisation tools provide useful insights into customer trends, popular products, and changing preferences. The AI helps to impact customer engagement and satisfaction is profound (Raji et al., 2024, p.4).These insights help SME owners make informed decisions about pricing, inventory, and product development. For example, understanding which products are frequently viewed but not purchased can guide improvements. In the UK market, where customer expectations are high, this data-driven approach helps SMEs stay competitive, adapt quickly, and scale their operations more confidently while maintaining a personalised customer touch. 
[bookmark: _heading=h.2sv3s22yni5q]Theme 5: Strategic recommendations that could be used to resolve challenges related to AI based personalisation in UK SMEs
Cost-effective AI adoption and in phases to meet resource and financial challenges
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Figure 16: SMEs integrated with Gen AI and increased skill needs highest in UK
(Source: OECD, 2025)
The better customer experience helps SMEs tackle resource and financial constraints by making AI adoption more efficient and focused. Instead of investing heavily in complex systems, SMEs can use simple AI tools to personalise key customer touchpoints, such as emails or product recommendations while leveraging the increasing skill needs. AI-driven tools such as chatbots, recommendation engines, and sentiment analysis can provide SMEs with the ability to deliver personalized and efficient customer service (Iyelolu et al., 2024, p.37). When customers receive relevant and timely experiences, engagement and sales increase quickly. This generates higher revenue, which can be reinvested into improving AI tools over time.
Change management and development of the capabilities to minimise the skills gap and resistance of the organisations
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Figure 17: Business Sectors Adopting AI in UK as of 2020
(Source: Hooson and Pratt, 2025)
By starting small and seeing clear results, SMEs reduce financial risk while still delivering strong personalisation with limited staff and budgets. More effective and cost-efficient marketing helps reduce organisational resistance and skill gaps by showing clear and quick benefits of AI. When teams see that AI tools make marketing easier such as automating emails, targeting the right customers, and saving time they become more open to using them. The integration of AI into email marketing automation represents a transformative approach, aiming to enhance efficiency, engagement, and conversion rate (Nair et al., 2021, p.2). AI platforms often require minimal technical skills, which lowers fear and confusion among staff.  This will improve with less effort and cost, employees gain confidence and are more willing to learn. Improved business decisions help build trust by encouraging SMEs to use AI in a careful and transparent way.
Responsible, compliant, and legal AI use to enhance confidence and data management
By relying on clear data insights, businesses can follow UK data protection rules and respect customer privacy. Empowering customers with data privacy can help mitigate the negative impact of breaches, in certain conditions, regulations that require full privacy can be detrimental to customer welfare (Martin et al., 2020, p.4). When customers see their data used responsibly, trust grows, making AI personalisation more effective and supporting steady business growth. 
[bookmark: _heading=h.q4hygm5pkmxi]4.5 Highlighting the Key Patterns 
The results or findings that have emerged from the data have strongly indicated or highlighted some of the key patterns associated with the usage of AI-enabled personalisation of marketing by UK SMEs and the level of impact on customer engagement and building loyalty or trust towards the brand. After exploring and thoroughly analysing the market, the opportunities and challenges regarding the AI- driven marketing implementation in the UK SMEs have been explored, along with identifying the key patterns. It has been observed that the AI implementation in SMEs is broadly recognised and is being pursued, although its applicability to SMEs is still limited and predominantly prominent in the large enterprises, apparently (Oldemeyer et al.,2025,p.1186). The key findings and results highlighted a broader perspective or patterns that evidently indicate that the majority of UK SMEs today are not fully utilising AI-driven personalisation in their operations or business, or either in a more controlled way, rather than effectively utilising the major benefits in the context of their marketing activities. Despite the significant uptake in recent years and benefit or opportunities that digital technologies or AI-driven operations can bring on board, most of the UK SMEs are still sceptical and lagging in the adoption of AI or digital technologies and are still largely dependent on simple and less risky technologies (Tawil et al.,2024, p.2). These findings effectively highlight the level of adoption of AI-based personalisation strategies by UK SMEs in their marketing processes (RQ1).  These effective implementations of AI-Driven personalisation led to prolonged browsing of the brand webpage. The AI-Driven personalisation has a profound effect on customer engagement by offering tailored and personalised preferences (Raji et al., 2024, p.4). The results also have also shown or indicated a uniform pattern of significant improvement towards customer engagement and loyalty associated with AI-driven personalisation in marketing of the UK SMEs, and effectively helped in enhancing customer engagement in online platforms with increased web visits and online interaction (RQ2). Additionally, findings have pointed out major highlights on major challenges that potentially act as barriers to the adoption of AI-driven marketing technologies in the UK SMEs. Findings have also revealed evident employee or worker resistance to AI implementation, associated with the fear factor of job loss and operational complexities due to technological advancements, which is slowing down the AI adoption and are significant barrier to be considered (Iyelolu et al., 2024, p.41). The major constraints to be considered regarding the successful adoption of AI technologies in the UK SMEs are the financial limitations, lack of infrastructure and the skill shortages in key areas like digital marketing and AI expertise (RQ3). UK SMEs need to adapt AI personalisation tools such as chatbots, email automation, and recommendation engines to improve customer engagement and loyalty (Gkikas et al., 2021, p.149). The predictive analysis would be effective for developing customer retention strategies with interesting offers and reminders, enhancing customer engagement (Raji et al., 2024, p.4). AI tools have potential for customer engagement and help to build customer trust and sustain long-term loyalty (Okeke et al., 2024, p.2023). These findings have clearly formulated recommendations that can be made to assist UK SMEs to improve customer engagement and customer loyalty by means of intelligent AI-based personalisation (RQ4). 
[bookmark: _heading=h.x1qola973m1q]4.6 Limitation of the Findings
During the analysis, the study encountered several limitations that need to be acknowledged when interpreting the findings. The research or the study solely relies on secondary data, and it has been observed that it is subject to certain limitations. The secondary data has obstructed the ability to gain specific, real-time insights into the UK SMEs and how they are actually implementing the AI personalisation into their marketing and customer engagement parameters. The secondary datasets may not be able to effectively provide real-time information that researchers need, and have a large number of missing values for certain variables, which makes the delivery of research outcomes critically complex ( Kumara, 2022, p.14). These limitations have restricted the critical analysis of the current scenario and the occurrences, which could be helpful to understand the effective implementation of AI-driven marketing in the UK SMEs.     
[bookmark: _heading=h.4a7vc7jo3ybl]4.7 Summary
This study has critically examined the adoption of AI-enabled personalisation in the UK SMEs marketing, and effectively highlighted the impact and the associated challenges or opportunities to it. These findings have revealed that SMEs are adopting AI personalisation gradually, although being sceptical about the implementation and risk, subject to the fear factor of job loss among employees. They are still focusing on low-cost digital tools rather than advanced systems. AI-driven personalisation has shown to significantly enhance customer engagement and brand loyalty. Despite these challenges, AI implementation could open new doorways for opportunities to enhance customer experience, marketing efficiency, and support UK SMEs in building stronger customer engagement and business growth. 


[bookmark: _heading=h.om1ydkqplfa8]Chapter 5: Discussion
[bookmark: _heading=h.7ixkrlshzdtj]5.1 Introduction
The current chapter aims to outline and explain the results of the research conducted on the effects of AI-based personalisation on customer interaction and loyalty among the UK SMEs. The main focus of the study was to critically assess the role of AI-based personalisation on the outcome of marketing, as well as to determine the trends of adoption, advantages, and difficulties. This discussion frames the findings in the existing literature and theory, such as TAM, DOI, RBV, and Stakeholder Theory, by returning to the research objectives and questions to provide a sense of its relevance to both academic knowledge and marketing practice in SME.
[bookmark: _heading=h.i2wzoni7pte1]5.2 Discussion of key findings
The results indicate the existence of three key themes that respond to the research questions. First theme, focusing on RQ1, the research has established that AI-enabled personalisation uptake by UK SMEs is discriminatory and slow. During reviewing empirical evidence, Cooper (2025, p.162) stated that one of the popular AI applications among SMEs is market analysis for generating better ideas. The most common tools that SMEs use include CRM based email personalisation, poor recommendation engines, and chatbots. These are all low-cost and low-complexity tools. The primary channel of AI personalisation is digital-first, such as websites, social media, email marketing, and so forth. AI-enabled personalisation helps in improving the customer experience by delivering more meaningful, timely, and relevant interactions, such as enhancing user engagement, increasing conversion rates, and improving customer retention (Samson, 2025, p.4). Complete and more developed AI integration is not yet widespread because of the financial, technical, and organisational limitations.
When it comes to RQ2, theme 2 reveals that AI-induced personalisation has a positive effect on customer engagement and loyalty. Empirical evidence has demonstrated that customers desire personalised touchpoints, which is the reason businesses have become concerned with addressing this desire by enabling prompt positive customer responses (Weidig et al., 2024, p.1). Personalised interactions that are real-time and relevant will increase interest through increased click-through rates, frequency, and length of interaction and emotional involvement. Using tools in AI, SMEs can provide relevant and prompt content that will appeal to the customer's preferences. E-commerce platforms have utilised AI communication for achieving effective interactions with targeted customers, which has led to improving the impacts of customer service and efficiency (Gao et al., 2025, p.2). Therefore, it is understood that predictive analytics and personalized experiences enhance customer loyalty, which enhances retention rates, repeat purchase behaviour, customer lifetime value, and brand commitment.
Third theme, as discussed in the findings and aligning with RQ3, the use of AI-enabled personalisation is limited by ethical, capacity, and structural factors. The financial and resource constraints prevent SMEs from implementing high-end AI solutions. Inadequate skills and organisational resistance are also causes of poor AI integration, which leads to a lack of exploitation of available tools. More SMEs are utilising business intelligence systems to derive insights, and the number of data vulnerabilities is rising, such as complexities in managing large amounts of data, skill gaps, and inadequacies in security protocols (Salluh, 2024, p.3). Moreover, issues of data privacy, GDPR requirements, and customer confidence impact the efficacy of AI personalisation, especially when such individualisation is seen as offensive. Collectively, these results provide an impartial perception of the possibilities and limitations of the AI-based personalisation in the UK SME environment.
When it comes to strategic opportunities that the UK SMEs can use (RQ3), the results of Theme 4 show that AI personalisation can dramatically promote the effectiveness of marketing and allow for making decisions based on the data. A clear trend emerges in the analysis that companies that employ automated targeting can escape the wide advertising into narrow, scalable communication. The evidence is noteworthy since it implies that SMEs can indeed use AI-based recommendation engines to make sure that they remain up to date in the market and that they build customer loyalty, leading to sustainable growth (Okeke et al., 2024, p.2023).
Responding to the recommendations on implementation (RQ4), Theme 5 emphasises the need to have a cost-efficient implementation process, which has to be conducted in phases to eliminate structural issues. The results suggest that SMEs would need to focus on the availability of technologies to lessen the impact of financial risks and skills shortages. In particular, the data suggests that, by using available solutions, which are chatbots and sentiment analysis, SMEs are able to offer personalized and efficient customer service that is similar to larger competitors even without attending to massive infrastructure (Iyelolu et al., 2024, p.37). Moreover, it is mentioned that transparent data governance is a key piece of advice that should be ensured to break the trust barrier and be guaranteed to achieve long-term success.
[bookmark: _heading=h.w4q7adsqxf17]5.3 Interpretation of findings
Drawing conclusions, the selective use of AI personalisation can be interpreted through the Technology Acceptance Model, which proposes that SMEs focus on the tools that may be considered useful and simple to adopt. Gupta et al. (2025, p.1) stated that increasing marketing applications of AI seem to revolutionise how businesses communicate with customers by making interactions highly responsive and personalised. Through the lens of TAM, scholars highlight that personalised strategies that have been leveraged by AI have led to a positive influence on consumers’ acceptance and offering greater efficiency and convenience (Ahmed et al., 2025, p.312). The fact that the adoption is gradual is also consistent with the DOI theory, meaning that most SMEs are still at the early stages of adoption because of the perceived complexity and lack of trialability. This is aligned with relevant literature that SMEs tend to adopt technological change, instead of disruptive change.
The observed beneficial effect of AI-based personalisation on engagement and loyalty supports earlier research that emphasizes the importance of relevance, timeliness, and predictive insights on the improvement of customer relations. Kassa and Worku (2025, p.2) highlight the strategic significance of organisational resources in order to derive a competitive advantage where AI seems to be considered a valuable tool. Through the lens of the Resource-Based View, using customer data and AI abilities, the SMEs that train their resources to become valuable and inimitable achieve better engagement and loyalty outcomes. Its results thus expand RBV by showing how the competitive advantage of even resource-constrained SMEs can be obtained by the use of data-based personalisation.
However, the mentioned problems highlight the applicability of Stakeholder Theory. The aspect of ethics, the privacy of data, and compliance with regulations play a huge role in customer confidence and the acceptance of AI personalisation. Prior studies have demonstrated that applications of AI in personalised advertising systems, in which algorithms and recommendations have leveraged ML for delivering personalised recommendations throughout diverse contexts (Hardcastle et al., 2025, p.177). Overconstrue or cloudy utilization of customer information disrupts interaction and faithful arrangement, which clarifies why the efficacy of personalisation is not uniform in SMEs. The lack of skills and organisational resistance also restricts the strategic value of AI, and it is possible to state that technological investment is not enough unless it is accompanied by human and ethical concerns. Therefore, it is understood that the outcomes help in filling a critical literature gap with a comprehensive SME-based explanation of the notion of AI personalisation, where the tendencies of adoption, performance results, and implementation issues are all interconnected in the context of one analytical instrument. This adds theoretical and practical contributions to AI-based marketing research.

As per the findings of Theme 3, the UK SMEs have faced major challenges associated with financial and a lack of resources to cope with the high costs for AI software and implementations, along with a lack of adequate infrastructure to withstand the changes or adoption (Mohd Rasdi and Umar Baki, 2025, p.2). Empirically, it is highlighted that firms with limited financial capacity or smaller budgets slow digital adoption compared to large firms (Areo, 2024, p.2). Thus, it can be interpreted that financial limitations remain a key barrier for SMEs for AI adoption. The findings have also highlighted the lack of skill gaps, which is one of the major challenges or barriers to successful AI adoption in the UK SMEs, as a limited number of employees or UK workers are capable of using AI technologies (UKAI, 2025). Studies have highlighted that the adoption of AI is relatively slower in SMEs due to the lack of employee training and effective learning of AI usage in the operations for better efficiency (Salluh, 2024). Aligning with the Stakeholder Theory, these findings have critically highlighted the need for employee upskilling to effectively address the skill gap and reduce resistance or barriers for successful AI adoption in the UK SMEs marketing.    
The findings of Theme 4 show that AI-based personalisation clearly helps UK SMEs improve customer experience. The data answered the research question by showing that businesses using AI better understand customer needs and behaviour. AI has the ability to completely change customer relationship management and propel corporate expansion (Deep et al., 2024, p.10). This explains why customers feel more valued and remain loyal, leading to repeat purchases. The lecture described that the customisation of AI-driven refers to the foundation of modern digital marketing tactics, including personalised items and personalised marketing strategies to meet the needs of the customer (Bhardwaj et al., 2024, p.24). In conclusion, both the research is linked with the idea that AI can completely change customer relationship management and includes personalised items and personalised marketing. This analysis is aligned with the Ressource-Based View approach to analyse how AI-based personalisation makes marketing more effective and cost-efficient for SMEs. The data answered the research question by showing that targeted messages reach the right customers and reduce wasted spending. This explains why businesses achieve better results with small budgets. These findings support earlier studies that highlight AI’s role in improving marketing efficiency. 
The findings of Theme 5 show that AI-based personalisation helps SMEs make better business decisions and support growth. The data answered the research question by showing that AI provides clear insights into customer trends and performance. This explains why SMEs can plan better, reduce risks, and grow steadily. AI technology helps to evolve SMEs that adopt these recommendation engines will be well-positioned to meet the ever-growing demands for personalised experiences in the modern marketplace (Okeke et al., 2024, p.5). The firm's focus on engaging the consumer in their journey with the organisation (Moreira, 2025, p.14). This concludes that both researches are linked with the lecture that AI-based personalisation helps SMEs make better decisions, support growth and focus on engaging the customer in the journey with the organisation. This analysis is also aligned with the Diffusion of Innovations theory to analyse the AI-based place with the help of essential concepts like relative advantage, compatibility, complexity, trialability, and observability. 
[bookmark: _heading=h.bfel546tfbdi]5.4 Reflection on how the research has filled the gap successfully
The literature review revealed that there was a definite gap in current studies about the feasibility of the application of AI-driven personalisation in SMEs located in the UK, especially when it comes to customer engagement, customer loyalty, and organisational constraints of limited resources and capabilities. Although concentration has been on large firms or technologically advanced companies, there is little emphasis on how SMEs can realistically adopt and benefit from AI personalisation strategies under a restricted business operating environment. According to one study, the UK SMEs should adjust AI personalisation tools, including chatbots, email automation, and recommendation engines, to enhance customer engagement and retention (Gkikas et al., 2021, p.149). The research has effectively closed this gap by distilling secondary qualitative information that specifically builds upon the UK context of SMEs, thus providing a finer and more operational insight into the adoption of AI in a smaller organisation.
The results show that AI-based personalisation does not imply a complex or expensive activity, but can be adopted gradually with the help of relatively inexpensive devices like suggestion systems, email recognition and chatbots. This directly addresses the literature gap about the viability of the adoption of AI amongst SMEs. It was also researched that AI tools can be used to engage the customer and contribute to creating customer trust and long-term loyalty (Okeke et al., 2024, p.2023). In addition, the emphasis on the strategies of phased adoption and resource optimisation helps the research to further the theoretical advantages of the matter to their practical use.
Moreover, the study will make contributions to the literature on the ethically important and regulatory-focused issues, especially the privacy of the data and the trustworthiness of data technologies that have not been given much attention within studies dedicated to SME-related applications of AI. The results highlight that an open and accountable use of data may enhance customer confidence even whilst maintaining the UK data protection rules. Furthermore, one of the related studies also held that customer empowerment in terms of data privacy can reduce the adverse effects of breaches, under certain conditions, laws mandating complete privacy may harm the well-being of customers (Martin et al., 2020, p.4). Overall, this study addresses the stated gap by offering readers context-specific informatics, effective suggestions, and a holistic outlook that unites theory and practice in the context of the UK SMEs.
[bookmark: _heading=h.iyyc6ems1k20]5.5 Explanation on how the finding has contributed to bridge that theoretical or empirical shortfall
The study plays an essential role in filling the empirical gap in the existing literature base, as most have concentrated their attention on the use of AI in large resource-endowed multinational enterprises without considering the unique dynamics of the UK SME sector. This research is critical in the sense that it posits the current discourse of wholesale digital transformation by defining the nature and the scale of adoption precisely. Rather, the findings support empirically the fact that the UK SMEs are adopting a selective and incremental adoption model. The UK SMEs are associated with the increasing AI-adoption rate by 35% from 25% in the last year, indicating the scope of SMEs' growth (Thomas, 2025). This difference is paramount where it narrows the existing theoretical insights by reorienting on AI as a unified strategic transformation into AI as a set of available, tactical apparatus to address temporary resource shortages.
Theoretically, the results can be generalised to the use of the Technology Acceptance Model (TAM) in the small business setting. Although the conventional TAM literature emphasises perceived usefulness, this study indicates that perceived ease of use and financial viability are the most significant adoption factors among UK SMEs. The SME landscape of the UK is associated with the period of transformation, where AI is inclusive and tailored to real business needs (British Chambers of Commerce, 2023). The discovered trend of efficacy-based loyalty, in which AI is applied by SMEs to either automate reactions and remain in the game instead of developing hyper-personalisation as the primary motivator of customer interaction, seals the gap in theory by showing that responsiveness is a stronger source of customer interaction in resource-limit nature than hyper-personalisation.
Also, this paper adds to the Privacy-Personalisation Paradox, particularly in the UK regulatory environment. This is mainly conceptualised by the notion where the users are engaged in their disclosure of the information despite knowing the privacy concerns related to them (Yang, 2024, p.41). By marking out the issues of trust and GDPR compliance as the main structural parallels, the findings provide a subtle avenue of view that is commonly lacking in international research. It implies that the way of customer loyalty of UK SMEs does not and cannot be the accuracy of algorithms, but is deeply embedded in ethical data management. As a result, this study takes the scholarly debate further, providing a more grounded, context-specific framework on how SMEs can use low-cost AI tools to gain a competitive edge against companies of larger size and, thus, affirming the nature of the hypothesised phenomenon of the so-called Equaliser Effect that is hypothesised in the conceptual framework.
[bookmark: _heading=h.7mwqbanjfvld]5.6 Chapter Summary
This discussion chapter has understood the findings of the study against the research objectives, literature, and theoretical frameworks. The findings show that the use of AI-based personalisation leads to an increase in customer engagement and loyalty in the UK SMEs, whereas its adoption is still selective because of the financial, capability, and ethical limitations. This chapter has highlighted the significance of capability-driven and responsible AI implementation through integrating theory with empirical insights. These meanings become the basis of the further suggestions and conclusions of the research.


[bookmark: _heading=h.si4o5q75os11]Chapter 6: Conclusion
[bookmark: _heading=h.39qrrggribda]6.1 Introduction
The current chapter aims to conclude the study by revisiting its core aims along with synthesising the key findings, which have been linked with the research questions. This has highlighted practical and theoretical contributions, acknowledging limitations and outlining recommendations and future research directions concerning AI-enabled personalisation among UK SMEs.
[bookmark: _heading=h.p4d1pon9a2ua]6.2 Restating the overall purpose of the study
This study aimed to critically evaluate the effects of AI-based personalisation on customer engagement and loyalty in UK SMEs, as well as to understand the levels of adoption, challenges, and strategic implications.
[bookmark: _heading=h.seoh2s4p999n]6.3 Summary of key findings
This research has looked at the adoption and implementation of AI-enabled personalisation among the UK SMEs and its effects on customer engagement and loyalty. The study employed a secondary approach to the qualitative research methodology by synthesising the academic literature published on the topic, industry reports, and theoretical frameworks to analyse the patterns of adoption, effects on performance, and issues of implementation. The results have shown that although AI-driven personalisation is a positive factor that improves customer engagement and loyalty, the implementation of AI-driven personalisation among the UK SMEs is still selective and incremental. Implementation depth is severely constrained by the lack of financial resources, skills differences, and ethical issues concerning the privacy of data. However, when AI personalisation is applied responsibly, it offers SMEs great chances to enhance the effectiveness and competitiveness of their marketing. 
These points made to meet RO1 as it is shown that UK SMEs selectively implement AI personalisation, and the tools that are most frequently used, such as chatbots and CRM systems, are inexpensive and their capabilities are limited. The RO2 was achieved through demonstrating that AI-driven personalisation has a positive impact on customer interaction and retention, enhancing retention, repeat purchase, frequency of interaction, and total customer lifetime value KPIs. RO3 was achieved with the discovery of the essential challenges such as financial drawbacks, skill gaps, ethical issues, and compliance with data privacy, and the presence of potential to promote scalable marketing performance and competitive benefit with the implementation of AI. However, RO4 was achieved with the proposal of the cost-effective implementation of AI in phases, the focus on the use of accessible tools, staff upskilling, and clear data governance as the elements of effective customer interaction, confidence, customer loyalty, and effective marketing over the long term.
[bookmark: _heading=h.y1lec22uii4v]6.4 Linking back to each research question 
Concerning RQ1, the researchers have discovered that the degree of adoption of AI-based personalisation by UK SMEs is moderate and uneven. The tools implemented in digital-first marketing channels are low-cost and low-complexity and favored by SMEs, as opposed to sophisticated AI systems.
In order to answer RQ2, the results revealed that AI-based personalisation has a beneficial impact on customer engagement and loyalty. One-to-one, real-time communication is better at increasing engagement metrics such as click-through rates, interaction frequency, and predictive insights. Customer experience (CX) KPIs seem to be potential metrics helping businesses gauge the effectiveness of their CX strategies, leading to making data-driven decisions (Renascence, 2024). This leads to increased retention, repeat purchase, and lifetime customer value.
In response to RQ3, the research revealed some important challenges experienced by UK SMEs, such as limited finance and resources, a lack of skills, organisational resistance, and issues related to data privacy and regulatory compliance. These limitations limit the utilisation of AI personalisation in an effective and ethical manner.
Lastly, RQ4 was also answered by pointing out the necessity to implement AI strategies in phases, invest in the workforce capabilities, or focus on transparent data governance by SMEs. These strategies facilitate better participation and loyalty disposition and reduce the risks of implementation.
[bookmark: _heading=h.90s1scjtvulo]6.5 Reaffirmation of whether and how the study had addressed the literature gap
The research has been able to fill the literature gap identified since it presents a unified SME-oriented examination of personalisation driven by AI that incorporates adoption trends, customer experiences, and implementation issues. In comparison to the previous research, which focused on large businesses, the present study placed AI personalisation in the context of UK SMEs, thereby providing a harmonised view that bridges the gap between marketing performance and ethical and capability aspects.
[bookmark: _heading=h.vx3hnuoe2sj1]6.6 Highlight the value by discussing its contributions to both theory and practice
Theoretically, the research is an extension of TAM, DOI, RBV, and Stakeholder Theory since it reveals their mutual applicability in the understanding of AI personalisation adoption and results in SMEs. In practice, it can offer pragmatic advice to SME managers on how they can use AI personalisation to increase engagement and loyalty to their operations in the face of resource scarcity and ethical liabilities.
[bookmark: _heading=h.pa8116s2b80]6.7 Practical insights or recommendations
Recommendation 1: The personalisation of AI that should be implemented by UK SMEs should be done in phases and in a scalable manner. Scholars have highlighted that successful AI integration seems to require a comprehensive understanding of the technology, including a clear roadmap for understanding how to implement and ensure effective change management strategies (Tominc et al., 2024, p.1). In this regard, it is required to do so by initially making use of cost-effective technology such as CRM-based personalisation and chatbots, and then graduating to predictive analytics. 
Recommendation 2: In order to ensure the maximum utility of AI, as well as minimise opposition to change, investment in employee training and data literacy is necessary. Major SMEs have lacked knowledge or resources for managing this by themselves; meanwhile, they have typically simple control and planning systems with informal procedures and rules (Brodin, 2019, p.244). In this regard, the SMEs are also supposed to put in place clear data governance policies in order to abide by the GDPR and retain the confidence of customers. 
Recommendation 3: Financial barriers can be lowered through cooperation with technology providers and using cheap AI solutions. It is seen that AI can help in reducing operational costs by automating tasks (Gupta, 2024, p.226). The combination of technological innovation, ethical use of data, and readiness of an organisation is a way for SMEs to improve customer engagement and their loyalty in the long term.
[bookmark: _heading=h.lw1xs9opayv0]6.8 Limitations
The research has a limitation in the use of secondary qualitative data, which limits empirical validation, and the results cannot be directly measured in terms of customer perception or outcomes of SME specific performance.
[bookmark: _heading=h.opvqrccmtz1w]6.9 Future study scope
The AI personalisation effects on the various sectors within the UK SMEs should be empirically tested using primary data techniques, which could be surveys or interviews with SME managers and customers in the future.
[bookmark: _heading=h.xwepx71zagv9]6.10 Reflective statement 
Considering this study, the research seems to be an informative experience in understanding the intricate nature of the process of introducing AI-driven personalisation to the UK SME environment. The secondary qualitative analysis has helped to develop better critical analysis abilities since it entails the ability to compare academic theories, empirical evidence, and industry perceptions systematically. Among the most important learning outcomes was the ability to realise that technological adoption is not only led by the potential of innovation but also organisational preparedness, ethical accountability, and trust. The combination of a variety of theoretical frameworks enhanced the knowledge of the interaction between adoption, performance, and constraints in the real environments of SME settings. The research experience also brought out the role of systematic analysis and synthesis in making academically sound conclusions. Therefore, the paper developed analytical, research, and academic writing skills and reaffirmed the importance of responsible AI application in the current marketing practice. These competencies and knowledge will be useful in the future in academic research and a career in the related area of digital marketing and business strategy.
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[bookmark: _heading=h.5h5e7k7tft7e]Appendix: Coding framework
	Key themes
	Sub-themes
	Keywords

	Theme 1: Nature and extent of AI-enabled personalisation adoption among UK SMEs
	Selective and gradual adoption of AI personalisation tools

Integration of AI personalisation within digital-first marketing processes
	AI adoption, UK SMEs, selective implementation, digital marketing, CRM systems, automation, segmentation, scalability, Technology Acceptance Model (TAM)

	Theme 2: AI-driven personalisation positively impacts customer loyalty and engagement outcomes
	Enhancing customer engagement through real-time and relevant personalised interactions

Strengthening customer loyalty via predictive insights and personalised experiences 
	Customer engagement, customer loyalty, real-time personalisation, predictive analytics, retention, repeat purchase, customer lifetime value (CLV), KPIs

	Theme 3: Implementation of AI-enabled personalisation is constrained by ethical, capability, and structural issues
	Resource and financial constraints are limiting the depth of AI-driven personalisation adoption.

Organisational resistance and skill gaps impede effective AI integration.

Trust concerns, regulatory compliance, and data privacy impact the effectiveness of AI personalisation.
	Resource constraints, skills gap, organisational resistance, GDPR compliance, data privacy, ethics, stakeholder trust, AI governance

	Theme 4: Strategic opportunities related to AI personalisation which enhances marketing efficiency, customer experience and overall growth in UK SMEs
	Artificial Intelligence-based personalised interactions to improve customer experience

More efficient marketing and economical marketing with AI-based targeting

AI personalisation allowed gathering data to make informed decisions that facilitate the expansion and progress of businesses sustainably
	AI-driven personalisation, customer experience, marketing efficiency, customer
 engagement, data-driven decision-making, SME growth

	Theme 5: Strategic recommendations that could be used to resolve challenges related to AI based personalisation in UK SMEs
	Cost-effective AI adoption and in phases to meet resource and financial challenges

Change management and development of the capabilities to minimise the skills gap and resistance within organisations

Responsible, compliant, and legal AI use to enhance confidence and data management
	AI Incremental Adoption, Scalable AI Infrastructure, Phased AI Implementation Roadmap, ROI of AI Pilot Projects, AI Change Management Framework, AI Literacy Gap, Upskilling for AI Transformation, Employee Resistance to AI. 


(Source: Self-developed)
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