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[bookmark: _Toc228827203]Chapter 1 – Introduction
[bookmark: _Toc228827204]1.1 Introduction
Artificial intelligence (AI) is increasingly transforming business operations and marketing practices across industries. In recent years, organisations have begun integrating AI technologies such as machine learning, predictive analytics and automation into digital marketing strategies to improve customer engagement, targeting accuracy and operational efficiency. These technologies allow organisations to analyse large volumes of consumer data, predict behavioural patterns and personalise marketing messages in real time (Chaffey and Ellis-Chadwick, 2022). As digital markets become more competitive and data-driven, the adoption of AI-enabled marketing tools has become an important strategic capability for organisations seeking to maintain competitiveness and improve marketing performance.
Small and medium-sized enterprises (SMEs) represent a vital component of the global and UK economy. SMEs contribute significantly to economic growth, innovation, employment creation and regional development (OECD, 2023). In the United Kingdom, SMEs account for more than 99% of all businesses and play a key role in driving productivity and economic activity. However, SMEs often face significant constraints when attempting to adopt emerging technologies such as artificial intelligence. Compared to large organisations, SMEs typically operate with limited financial resources, restricted access to specialist skills and lower technological infrastructure, which may hinder their ability to implement advanced digital solutions effectively (Schwaeke, 2025).
Despite these challenges, AI-enabled digital marketing presents considerable opportunities for SMEs. AI tools can support automated content creation, personalised advertising, customer segmentation and predictive marketing analytics, allowing firms to compete more effectively in digital markets (Ziakis et al., 2023). As a result, there is growing interest among SMEs in adopting AI technologies to enhance marketing performance and customer engagement. However, many SMEs lack the expertise required to implement these technologies internally and therefore rely on external digital marketing agencies to support their digital transformation initiatives.
Digital marketing agencies have increasingly begun offering AI-enabled marketing services to support organisations in adopting new technologies. These agencies provide services such as automated campaign management, AI-driven analytics, chatbot integration and data-driven marketing strategies. In theory, this creates a mutually beneficial relationship in which agencies provide expertise while SMEs gain access to advanced marketing capabilities without the need for significant internal investment (King, 2019). However, despite the growing importance of these services, there remains limited research examining how SME-sized digital marketing agencies can strategically design and deliver AI-enabled marketing services specifically tailored to SME clients.
This dissertation therefore aims to explore the role of SME-sized digital marketing agencies in supporting AI-enabled digital marketing adoption among UK SMEs. By conducting a systematic review of academic literature and practitioner sources, the study seeks to identify key adoption barriers, evaluate current agency service offerings and propose a business development strategy for delivering AI-enabled marketing services that create value for SME clients.

[bookmark: _Toc228827205]1.2 Background of the Study
The rapid development of artificial intelligence technologies has significantly influenced the evolution of digital marketing practices. Traditional digital marketing strategies relied heavily on manual campaign management, basic analytics and broad audience segmentation. However, the emergence of AI-enabled marketing tools has enabled organisations to adopt more sophisticated approaches to customer engagement and marketing optimisation. Machine learning algorithms allow marketers to analyse consumer behaviour patterns, automate advertising decisions and personalise marketing messages based on individual preferences (Zhang and Kim, 2022).
AI-driven marketing tools also enable organisations to improve marketing efficiency by automating repetitive tasks such as data analysis, campaign monitoring and content generation. Generative AI technologies, in particular, have expanded the possibilities for automated marketing content creation, including social media posts, email campaigns and digital advertisements (Dwivedi et al., 2023). These developments have contributed to the increasing integration of AI technologies within digital marketing strategies across industries.
While large organisations have been able to adopt these technologies relatively quickly, SMEs often face greater challenges when attempting to implement AI-enabled marketing solutions. SMEs may lack the necessary financial resources, technical expertise, or strategic knowledge required to adopt AI technologies effectively. Additionally, SME managers may perceive AI technologies as complex, costly, or risky investments, particularly when the expected benefits are uncertain (Schwaeke, 2025).
To address these challenges, many SMEs rely on external digital marketing agencies to provide expertise and technological support. Digital marketing agencies act as intermediaries between technology providers and business clients by translating complex technologies into practical marketing solutions. Agencies can support SMEs by recommending appropriate AI tools, managing marketing campaigns and providing strategic guidance regarding digital marketing practices (Chaffey and Ellis-Chadwick, 2022).
Despite the growing role of digital marketing agencies in facilitating AI adoption, there remains limited research examining how agencies structure and deliver AI-enabled services specifically for SME clients. Existing studies have largely focused on technological innovation or AI adoption within large organisations, with comparatively little attention given to the strategic development of agency services tailored to SMEs. This creates a research opportunity to explore how SME-sized digital marketing agencies can design effective AI-enabled service offerings that address the specific needs and constraints of SME clients.

[bookmark: _Toc228827206]1.3 Problem Statement
Although AI-enabled digital marketing technologies offer significant benefits, the adoption of these technologies among SMEs remains uneven and limited in practice. SMEs often encounter multiple barriers when attempting to implement AI-enabled marketing strategies, including financial constraints, lack of technical expertise and uncertainty regarding the potential return on investment. These challenges can discourage SMEs from investing in advanced marketing technologies, even when such technologies could improve business performance.
At the same time, digital marketing agencies have increasingly begun promoting AI-enabled services to support businesses in adopting new technologies. However, many agencies lack clearly defined service structures, transparent pricing models and measurable performance indicators for AI-enabled marketing services. This lack of clarity may reduce trust among SME clients and limit the effectiveness of agency-led AI adoption initiatives.
Furthermore, existing academic research has focused primarily on technological innovation or AI adoption within large organisations. There is limited UK-focused research examining how SME-sized digital marketing agencies can strategically design and deliver AI-enabled services for SME clients. In particular, there is a lack of research addressing issues such as service design, value proposition development, pricing strategies and performance measurement within an SME agency context.
Although existing literature extensively explores the role of artificial intelligence in digital marketing and highlights its potential to enhance organisational performance, it largely focuses on large organisations and technological capabilities. There is limited research examining how SME-sized digital marketing agencies strategically design and deliver AI-enabled services specifically for SME clients. In particular, existing studies do not sufficiently address how service design, pricing structures, capability development and performance measurement can be integrated into a coherent business model. Furthermore, while prior research identifies barriers to AI adoption, it does not provide systematic, evidence-based guidance on how these barriers can be addressed through agency-led service delivery.
This study addresses these gaps by conducting a systematic literature review to generate structured evidence, which is then used to develop a business development proposal for AI-enabled digital marketing services tailored to SMEs.
[bookmark: _Toc228827207]1.4 Research Aim, Objectives and Research Questions
[bookmark: _Toc228827208]Research Aim
The aim of this study is to develop a business development proposal for an SME-sized UK digital marketing agency to deliver AI-enabled digital marketing services to UK SMEs using a systematic literature review approach.
[bookmark: _Toc228827209]Research Objectives
1. To critically review academic and practitioner literature on AI-enabled digital marketing and SME technology adoption.
2. To analyse the barriers and enablers influencing AI adoption among SMEs.
3. To evaluate current AI-enabled service offerings provided by digital marketing agencies.
4. To develop a business development proposal for delivering AI-enabled digital marketing services tailored to SME clients.
[bookmark: _Toc228827210]Research Questions
1. What factors influence the adoption of AI-enabled digital marketing among SMEs?
2. How do digital marketing agencies currently position and deliver AI-enabled services?
3. How can SME-sized digital marketing agencies design and deliver AI-enabled marketing services that create value for SME clients?

[bookmark: _Toc228827211]1.5 Rationale and Justification for the Study
This research is important for several academic and practical reasons. From an academic perspective, the study contributes to existing literature on AI adoption and digital marketing by examining the role of intermediary organisations in facilitating technology adoption among SMEs. While many studies have explored AI adoption within large organisations, fewer studies have examined the role of service providers such as digital marketing agencies in supporting SME adoption.
From a practical perspective, the study provides valuable insights for digital marketing agencies seeking to expand their service offerings in response to increasing demand for AI-enabled marketing solutions. By identifying best practices in service design, pricing strategies and value creation, the study can support agencies in developing more effective and competitive service models.
The research is also relevant for SME managers seeking to understand how AI-enabled marketing services can support business growth and digital transformation. By examining adoption barriers and service design strategies, the study may help SMEs make more informed decisions regarding AI adoption and digital marketing investments.
[bookmark: _Toc228827212]1.6 Brief Research Methodology
This study adopts a qualitative research approach based on a systematic literature review (SLR). Secondary data is collected from peer-reviewed journal articles, academic textbooks, industry reports and government publications related to artificial intelligence, digital marketing and SME technology adoption. A structured search strategy and PRISMA screening process are used to identify and select relevant studies.
The selected literature is analysed using thematic analysis to identify key patterns, trends and insights related to AI adoption and digital marketing practices. This approach enables a comprehensive understanding of the research topic and supports the development of a business-oriented framework for digital marketing agencies.
[bookmark: _Toc228827213]1.7 Structure of the Dissertation
This dissertation is structured into five chapters. Chapter 1 provides an introduction to the research, including the background, problem statement, research aim, objectives and significance of the study. Chapter 2 presents a critical review of the literature on artificial intelligence in digital marketing, SME technology adoption and the role of digital marketing agencies, along with the theoretical framework.
Chapter 3 outlines the research methodology, including research philosophy, research design, data collection methods and the systematic literature review process. Chapter 4 presents the findings and analysis of the selected literature, including thematic insights and discussion. Finally, Chapter 5 provides conclusions, recommendations and suggestions for future research.
[bookmark: _Toc228827214]1.8 Definition of Key Terms
Artificial Intelligence (AI)
Artificial intelligence refers to computer systems capable of performing tasks that normally require human intelligence, such as learning, problem solving and decision-making (Russell and Norvig, 2021).
Digital Marketing
Digital marketing refers to the use of digital technologies, platforms and channels such as search engines, social media, email and websites to promote products and services and engage customers (Chaffey and Ellis-Chadwick, 2022).
Small and Medium-Sized Enterprises (SMEs)
SMEs are businesses that employ fewer than 250 employees and have limited financial and operational resources compared to large organisations (OECD, 2023).
AI-Enabled Digital Marketing Services
AI-enabled digital marketing services refer to marketing services that use artificial intelligence technologies to support activities such as customer targeting, automated advertising, predictive analytics and personalised marketing communication.


[bookmark: _Toc228827215]Chapter 2 – Literature Review
[bookmark: _Toc228827216]2.1 Introduction
The rapid advancement of digital technologies has significantly transformed marketing practices across industries. Among these technologies, artificial intelligence (AI) has emerged as one of the most influential drivers of innovation within digital marketing. Organisations increasingly rely on AI technologies to analyse large volumes of consumer data, automate marketing processes and personalise customer interactions in real time. These developments have enabled businesses to move from traditional marketing approaches towards more data-driven and predictive marketing strategies (Dwivedi et al., 2023).
However, these benefits are not universally realised, as several studies suggest that the effectiveness of AI depends heavily on organisational readiness and the availability of high-quality data (Chatterjee et al., 2020).
For small and medium-sized enterprises (SMEs), digital marketing technologies present both opportunities and challenges. While AI-enabled marketing tools have the potential to improve marketing efficiency, enhance customer engagement and support business growth, many SMEs face significant barriers when attempting to adopt these technologies. Limited financial resources, lack of digital expertise and uncertainty regarding the benefits of AI technologies often restrict the ability of SMEs to fully utilise advanced marketing tools (OECD, 2023).
In response to these challenges, digital marketing agencies have increasingly emerged as important intermediaries that facilitate the adoption of digital marketing technologies among SMEs. These agencies provide specialised knowledge, technical expertise and strategic guidance that enable SMEs to access advanced marketing capabilities without the need to develop in-house technological infrastructure (Chaffey and Ellis-Chadwick, 2022).
This chapter critically reviews the existing literature relevant to AI-enabled digital marketing and SME technology adoption. The review is organised into several key sections. First, the chapter examines the role of artificial intelligence in digital marketing and its impact on marketing practices. Second, the literature on AI adoption within SMEs is explored to identify the key barriers and drivers influencing adoption decisions. Third, the role of digital marketing agencies in supporting SME digital transformation is analysed. Finally, the theoretical frameworks underpinning this research are discussed, followed by the identification of key research gaps that justify the present study.

[bookmark: _Toc228827217]2.2 Artificial Intelligence in Digital Marketing
Artificial intelligence has become an increasingly important component of modern digital marketing strategies. AI refers to the ability of computer systems to perform tasks that typically require human intelligence, including learning, reasoning and decision-making (Russell and Norvig, 2021). Within the context of digital marketing, AI technologies enable organisations to analyse consumer behaviour, automate marketing activities and optimise marketing strategies based on data-driven insights.
One of the primary advantages of AI-enabled marketing is the ability to process large amounts of consumer data in real time. Digital platforms generate vast quantities of behavioural data, including browsing patterns, purchase histories and social media interactions. AI algorithms can analyse this data to identify patterns and predict future consumer behaviour, allowing marketers to design more targeted and personalised marketing campaigns (Huang and Rust, 2021). As a result, AI technologies have significantly improved the effectiveness of marketing activities such as customer segmentation, product recommendations and personalised advertising.
Marketing automation represents another important application of AI technologies in digital marketing. AI-powered automation tools allow organisations to automate repetitive marketing tasks such as email marketing, social media scheduling and campaign monitoring. This enables marketers to focus on more strategic activities while ensuring that marketing campaigns operate efficiently and consistently across multiple digital channels (Chaffey and Ellis-Chadwick, 2022). Automation also reduces operational costs and improves marketing efficiency, making it particularly valuable for organisations with limited marketing resources.
Recent developments in generative AI have further expanded the capabilities of AI-enabled digital marketing. Generative AI systems can produce marketing content such as social media posts, advertising copy and email messages with minimal human intervention. These technologies allow businesses to scale content creation while maintaining consistent brand messaging across multiple platforms (Dwivedi et al., 2023). Additionally, generative AI can support creative marketing processes by generating new ideas for campaigns, advertisements and promotional strategies.
This assumption of consistent performance improvement is contested, as other researchers argue that AI outcomes vary significantly depending on internal capabilities and strategic alignment.
Despite these advantages, the implementation of AI technologies in digital marketing also raises several challenges. Organisations must ensure that AI systems operate ethically and transparently, particularly when handling consumer data and automated decision-making processes. Concerns related to data privacy, algorithmic bias and ethical governance have become increasingly prominent in discussions surrounding AI adoption (Davenport et al., 2020). As a result, organisations must develop appropriate governance structures and ethical guidelines to ensure that AI technologies are used responsibly.
Another challenge associated with AI-enabled marketing is the requirement for specialised technical skills. The successful implementation of AI technologies often requires expertise in data science, machine learning and digital analytics. Large organisations may have the resources to employ specialised data scientists and AI experts; however, SMEs frequently lack access to these capabilities. This skill gap represents one of the key barriers preventing many SMEs from fully adopting AI-enabled marketing technologies.
Nevertheless, the potential benefits of AI-enabled marketing continue to drive interest in these technologies across the business community. AI has the potential to significantly enhance marketing performance by enabling organisations to deliver highly personalised customer experiences, optimise marketing resource allocation and improve decision-making processes through predictive analytics. Consequently, AI-enabled digital marketing is increasingly viewed as a strategic capability that can provide organisations with a competitive advantage in digital markets.
In addition to operational efficiency, AI-enabled digital marketing plays a critical role in enhancing organisational performance. AI technologies improve return on investment (ROI) by enabling more precise audience targeting, reducing marketing inefficiencies and increasing conversion rates (Kumar et al., 2024). Predictive analytics allows organisations to anticipate customer behaviour and allocate marketing resources more effectively, resulting in improved campaign performance. For SMEs in particular, these performance benefits are significant, as limited marketing budgets require maximum efficiency and effectiveness. Therefore, AI-enabled marketing is not only a technological innovation but also a strategic tool for improving business performance and competitiveness.
[bookmark: _Toc228827218]2.3 Artificial Intelligence Adoption in Small and Medium-Sized Enterprises
While artificial intelligence technologies offer significant opportunities for improving organisational performance, the adoption of these technologies among small and medium-sized enterprises remains relatively limited. SMEs often face unique challenges when attempting to adopt advanced technologies compared to large organisations. These challenges arise primarily from resource constraints, organisational capabilities and external environmental factors that influence technology adoption decisions.
For SMEs in particular, these benefits may be difficult to achieve due to limited resources and technical expertise, highlighting a gap between technological potential and practical implementation.
One of the most significant barriers to AI adoption among SMEs is the lack of financial resources. Implementing AI technologies typically requires investment in specialised software, data infrastructure and skilled personnel. For many SMEs, such investments may be perceived as costly and risky, particularly when the expected return on investment is uncertain (OECD, 2023). As a result, SME managers may be reluctant to invest in AI technologies without clear evidence of their benefits.
Another major barrier relates to the lack of technical expertise and digital skills within SMEs. AI technologies require specialised knowledge in areas such as data analytics, machine learning and digital marketing optimisation. Many SMEs lack employees with these capabilities, which can make the adoption of AI technologies difficult to implement effectively (Awa et al., 2017). In contrast, larger organisations often have dedicated IT and data analytics teams that can support the implementation of advanced technologies.
Organisational readiness also plays a crucial role in determining whether SMEs adopt AI technologies. Organisational readiness refers to the availability of resources, management support and technological infrastructure required to support technology adoption. SMEs that possess strong digital capabilities and leadership support for innovation are more likely to adopt AI technologies successfully (Oliveira and Martins, 2011). Conversely, organisations that lack these capabilities may experience difficulties in integrating AI technologies into their existing business processes.
External environmental factors can also influence AI adoption among SMEs. Competitive pressure from other businesses may encourage organisations to adopt digital technologies in order to remain competitive within their industry. Similarly, increasing consumer expectations for personalised digital experiences may push SMEs to adopt AI-enabled marketing tools that enhance customer engagement (Chatterjee et al., 2020). Government initiatives and digital transformation programmes may also encourage SMEs to adopt new technologies through financial incentives, training programmes and policy support.
Despite these barriers, there is growing evidence that SMEs are increasingly interested in adopting AI technologies to improve marketing performance and customer engagement. AI tools provide opportunities for SMEs to compete more effectively with larger organisations by enabling them to implement sophisticated marketing strategies without requiring large marketing teams. However, in many cases SMEs rely on external service providers, such as digital marketing agencies, to support the implementation of these technologies.
Empirical studies further support the relationship between AI adoption and organisational performance. For example, Mikalef et al. (2019) found that organisations with advanced AI capabilities experience improved operational performance and enhanced decision-making efficiency. Similarly, Chatterjee et al. (2020) demonstrated that AI adoption positively influences firm performance by increasing innovation capability and improving customer engagement. These findings highlight the practical value of AI technologies and reinforce the importance of enabling SMEs to adopt AI-enabled marketing solutions effectively.
This suggests that AI should not be viewed as an inherently transformative solution, but rather as a context-dependent tool whose impact is shaped by organisational and environmental factors.

[bookmark: _Toc228827219]2.4 Role of Digital Marketing Agencies in Supporting AI Adoption
Digital marketing agencies play an increasingly important role in helping businesses adopt new marketing technologies. These agencies provide specialised services that support organisations in developing and implementing effective digital marketing strategies. In the context of artificial intelligence, digital marketing agencies often act as intermediaries between technology providers and business clients by translating complex AI technologies into practical marketing solutions.
Many SMEs lack the internal expertise required to implement AI-enabled marketing tools. As a result, they often outsource digital marketing activities to agencies that possess the necessary technical knowledge and experience. Digital marketing agencies typically offer a wide range of services, including search engine optimisation, social media marketing, content marketing, data analytics and marketing automation (Chaffey and Ellis-Chadwick, 2022). With the growing availability of AI technologies, many agencies have begun incorporating AI-driven tools into these services.
For example, AI tools can be used to automate advertising campaigns, optimise keyword selection for search engine marketing and analyse customer behaviour across digital platforms. AI-powered analytics platforms allow agencies to monitor campaign performance and adjust marketing strategies in real time based on consumer behaviour data. These capabilities enable agencies to deliver more effective marketing solutions for their clients.
Digital marketing agencies also play an important role in helping SMEs understand the potential value of AI technologies. Agency consultants often provide strategic guidance to SME managers regarding digital transformation and marketing innovation. By demonstrating the benefits of AI-enabled marketing tools, agencies can encourage SMEs to adopt new technologies that improve marketing performance and customer engagement (King, 2019).
However, despite the growing importance of AI-enabled marketing services, there remains limited academic research examining how digital marketing agencies design and structure these services for SME clients. Many agencies promote AI-enabled marketing solutions without clearly defining the value propositions, pricing structures, or performance metrics associated with these services. This lack of clarity may create uncertainty for SME clients and limit the effectiveness of agency-led technology adoption initiatives.
In practice, digital marketing agencies are increasingly integrating AI tools into their service offerings to improve client outcomes. For example, AI-driven platforms such as automated advertising tools enable agencies to optimise campaigns in real time by analysing user behaviour and adjusting targeting strategies accordingly. Machine learning algorithms are used to improve keyword optimisation, audience segmentation and campaign performance. Additionally, predictive analytics tools allow agencies to forecast customer behaviour and refine marketing strategies based on data-driven insights. These applications demonstrate how AI is currently being utilised within the industry to deliver measurable performance improvements. However, despite these developments, there remains limited transparency regarding how agencies structure pricing models, define service value and measure performance outcomes, particularly within SME-focused contexts.
Consequently, further research is required to examine how SME-sized digital marketing agencies can strategically develop AI-enabled service offerings that address the specific needs and constraints of SME clients.

[bookmark: _Toc228827220]2.5 Theoretical Framework
The present research is guided by two complementary theoretical perspectives that support the analysis of technology adoption and service value creation. These frameworks provide a conceptual foundation for examining the factors that influence AI adoption among SMEs and the ways in which digital marketing agencies can design effective AI-enabled service offerings.
Several theoretical models have been developed to explain technology adoption. The Technology Acceptance Model (TAM) focuses on individual perceptions of usefulness and ease of use as key determinants of adoption (Davis, 1989). Similarly, the Diffusion of Innovation (DOI) theory explains adoption based on innovation characteristics such as relative advantage, compatibility and complexity (Rogers, 2003). However, these models primarily focus on individual or innovation-level adoption and do not fully capture organisational and environmental influences.
In contrast, the Technology–Organisation–Environment (TOE) framework provides a more comprehensive perspective by incorporating technological, organisational and environmental factors influencing adoption decisions (Tornatzky and Fleischer, 1990). Given the focus of this study on SMEs and digital marketing agencies, the TOE framework is considered more appropriate as it captures both internal capabilities and external contextual factors.
The integration of the TOE framework with the value proposition perspective provides a more comprehensive analytical lens for this study. While the TOE framework explains the factors influencing AI adoption, the value proposition framework explains how digital marketing agencies translate these factors into service offerings that create value for SME clients. Together, these frameworks enable the analysis of both adoption challenges and service design strategies.

[bookmark: _Toc228827221]Technology–Organisation–Environment (TOE) Framework
The Technology–Organisation–Environment (TOE) framework is widely used in research examining organisational technology adoption. The framework proposes that technology adoption decisions are influenced by three main contexts: technological factors, organisational factors and environmental factors (Tornatzky and Fleischer, 1990).
Technological factors refer to the characteristics of the technology itself, including perceived complexity, compatibility with existing systems and the relative advantage offered by the technology. Technologies that are perceived as easy to use and capable of delivering significant benefits are more likely to be adopted by organisations.
Organisational factors relate to the internal characteristics of the organisation, including organisational size, financial resources, technological capabilities and management support. Organisations with greater resources and stronger digital capabilities are generally more likely to adopt new technologies successfully.
Environmental factors refer to external influences such as competitive pressure, industry trends, government regulations and customer expectations. Organisations operating in highly competitive environments may be more motivated to adopt innovative technologies in order to maintain competitive advantage.
The TOE framework is particularly relevant for examining AI adoption among SMEs because it captures the complex interaction between internal organisational capabilities and external environmental pressures that influence adoption decisions.
In this study, the TOE framework is applied through specific dimensions that influence AI-enabled digital marketing adoption among SMEs:
Technological factors
· Perceived usefulness and performance benefits of AI tools 
· Complexity and ease of implementation 
· Compatibility with existing marketing systems 
· Data availability and quality 
Organisational factors
· Digital skills and internal capabilities 
· Financial resources and investment capacity 
· Management support and readiness for innovation 
· Organisational infrastructure 
Environmental factors
· Competitive pressure within the industry 
· Customer expectations for personalised digital experiences 
· Availability of external agency support 
· Industry ecosystem and technological infrastructure 
· Government policies and digital adoption initiatives 
These dimensions provide a structured framework for analysing the barriers and enablers of AI adoption and for informing the development of effective service strategies.

[bookmark: _Toc228827222]Value Proposition Framework
The value proposition framework provides a complementary perspective that focuses on how organisations create value for customers through their products and services. According to Kotler et al. (2021), a strong value proposition aligns customer needs with service offerings by addressing customer problems, delivering benefits and creating value that differentiates the organisation from competitors.
In the context of digital marketing agencies, the value proposition framework helps explain how agencies design services that address the marketing challenges faced by SME clients. Agencies must understand the specific needs, constraints and objectives of SME clients in order to develop service offerings that provide measurable value. This includes identifying the marketing problems experienced by SMEs, designing services that address these challenges and demonstrating how AI-enabled marketing tools can improve business outcomes.
By combining the TOE framework with the value proposition perspective, this research is able to analyse both the adoption challenges faced by SMEs and the strategic service design considerations faced by digital marketing agencies.

[bookmark: _Toc228827223]2.6 Synthesis of Literature
The existing literature on AI-enabled digital marketing highlights several key themes relevant to the present research. First, there is strong evidence that artificial intelligence technologies can significantly enhance marketing performance by enabling more personalised and data-driven marketing strategies. AI technologies allow organisations to analyse consumer behaviour patterns, automate marketing activities and optimise marketing decisions based on predictive analytics (Huang and Rust, 2021).
Second, the literature consistently highlights that SMEs face significant barriers when attempting to adopt advanced technologies such as AI. Financial constraints, lack of technical expertise and limited organisational resources are frequently identified as key obstacles preventing SMEs from adopting digital innovations (Oliveira and Martins, 2011). These barriers may limit the ability of SMEs to implement AI technologies independently.
Third, digital marketing agencies are increasingly recognised as important facilitators of digital transformation among SMEs. Agencies provide expertise, tools and strategic guidance that allow SMEs to access advanced marketing capabilities without requiring substantial internal investment (Chaffey and Ellis-Chadwick, 2022). However, existing research provides limited insight into how agencies structure their AI-enabled service offerings or how these services create value for SME clients.
However, while existing studies provide valuable insights into AI adoption and digital marketing, much of the literature remains descriptive rather than critically evaluating how AI-enabled services can be strategically designed and delivered within SME contexts

[bookmark: _Toc228827224]2.7 Research Gap
Although the literature provides valuable insights into AI technologies, digital marketing practices and SME technology adoption, several gaps remain within the existing body of research. First, much of the existing research focuses on the adoption of AI technologies within large organisations. Comparatively little research has examined the adoption of AI-enabled marketing technologies among SMEs, particularly within the UK context.
Second, while digital marketing agencies are increasingly involved in supporting businesses with digital transformation, there is limited academic research examining how SME-sized agencies design and deliver AI-enabled marketing services specifically for SME clients. Issues such as service design, pricing strategies, capability requirements and performance measurement remain underexplored.
Finally, there is limited integration between technology adoption theories and business development strategies within existing research. Many studies examine AI technologies from a technical perspective without considering how service providers can strategically deliver these technologies to SME clients.
Although the literature provides valuable insights into AI adoption and digital marketing, it remains largely descriptive and fragmented. Existing studies focus on technological capabilities and adoption barriers but do not sufficiently explain how AI-enabled services can be strategically designed and delivered by digital marketing agencies for SMEs. In addition, there is limited integration between technology adoption theories and business development strategies. This study addresses these gaps by developing a structured, evidence-based framework for AI-enabled service delivery tailored to SME contexts.

[bookmark: _Toc228827225]CHAPTER 3: RESEARCH METHODOLOGY
[bookmark: _Toc228827226]3.1 Introduction
This chapter provides a comprehensive and critical explanation of the research methodology adopted to address the research aim of developing a business development proposal for an SME-sized digital marketing agency delivering AI-enabled services to UK SMEs. The study employs a systematic literature review (SLR) as the primary research design, enabling a structured, transparent and evidence-based synthesis of existing academic and practitioner knowledge.
The purpose of this chapter extends beyond describing the research methods used; it also critically evaluates their suitability in relation to the research objectives. In accordance with Level 7 academic expectations, the chapter demonstrates a clear understanding of methodological principles and provides justification for each research decision. This ensures alignment between the research aim, philosophical stance and analytical approach.
The chapter is organised into several key sections. It begins by outlining the research philosophy, which defines the underlying assumptions about knowledge and reality. This is followed by the research approach, which explains how insights are generated from the data. The research design section then justifies the use of a systematic literature review as the most appropriate method for this study.
Subsequent sections address data collection methods and provide a detailed account of the systematic literature review process, including search strategy, inclusion and exclusion criteria and PRISMA screening procedures. The chapter also discusses the data analysis method, focusing on thematic analysis and evaluates issues of reliability, validity and ethics. Finally, methodological limitations are critically assessed.
This structured and transparent approach ensures that the research is methodologically rigorous and capable of producing credible and academically valid findings.

[bookmark: _Toc228827227]3.2 Research Philosophy 
Research philosophy refers to the set of beliefs and assumptions about the nature of reality (ontology) and the nature of knowledge (epistemology) that underpin a research study (Saunders et al., 2019). These philosophical assumptions influence how research is conducted, how data is interpreted and how conclusions are drawn.
This study adopts an interpretivist research philosophy, which is based on the assumption that reality is socially constructed and that knowledge is developed through interpretation rather than objective measurement. Interpretivism is particularly appropriate for research that seeks to understand complex, context-dependent phenomena, such as the adoption of artificial intelligence in digital marketing within SMEs.
The selection of interpretivism is justified by the nature of the research problem. AI adoption is influenced by multiple interrelated factors, including organisational capabilities, managerial decision-making, resource constraints and environmental pressures. These factors are subjective and cannot be fully captured through quantitative measurement alone. Therefore, an interpretivist approach allows for a deeper exploration of how these factors interact and influence adoption outcomes.
Furthermore, this research relies on secondary data sources, including academic literature and industry reports, which present diverse perspectives on AI adoption. The interpretivist approach enables the researcher to critically analyse and synthesise these perspectives, rather than treating them as objective truths.
However, interpretivism is not without limitations. The reliance on interpretation introduces the potential for researcher bias, as findings may be influenced by subjective judgement. To address this limitation, the study adopts a systematic and transparent research process, ensuring consistency and reducing the risk of bias.
The interpretivist approach is particularly appropriate for this study as it enables the analysis of diverse perspectives presented in secondary data sources. Since the research relies on synthesising existing literature rather than generating numerical data, interpretivism supports the interpretation of patterns, meanings and relationships across studies. This is essential for developing a conceptual framework and business-oriented insights.

[bookmark: _Toc228827228]3.3 Research Approach 
This study adopts an inductive research approach, which involves generating insights and theoretical understanding based on the analysis of data rather than testing predefined hypotheses (Bryman, 2016). The inductive approach is widely used in qualitative research and is particularly suitable for exploratory studies.
The use of an inductive approach is justified by the nature of the research topic. AI-enabled digital marketing in SMEs is an emerging area with limited established theoretical frameworks. While existing studies provide insights into AI adoption and marketing practices, there is no unified model that explains the relationship between digital marketing agencies, AI adoption and performance outcomes. Therefore, an inductive approach allows the researcher to develop new insights based on existing evidence.
In addition, the research aims to explore patterns, relationships and themes within the literature rather than test a specific hypothesis. This requires flexibility in analysis, which is supported by inductive reasoning. Through the systematic literature review, recurring themes are identified and synthesised to develop a conceptual understanding of the research topic.
However, it is important to recognise that inductive research may lack generalisability compared to deductive approaches. The findings are context-dependent and may not be universally applicable. Despite this limitation, the inductive approach is appropriate for exploratory research and supports the development of practical recommendations.
The inductive nature of the study is further reflected in the use of thematic analysis, where patterns and themes are derived directly from the literature rather than imposed in advance. This approach enables the identification of emerging patterns within AI-enabled digital marketing and SME adoption, supporting the development of new conceptual insights. In particular, it allows for the refinement of existing frameworks, including the extension of the Technology–Organisation–Environment (TOE) framework to incorporate additional dimensions identified through the analysis.

[bookmark: _Toc228827229]3.4 Research Design
The research design adopted for this study is a systematic literature review (SLR). An SLR is a structured and rigorous method for identifying, evaluating and synthesising existing research in order to answer specific research questions (Tranfield et al., 2003).
The use of SLR is justified for several reasons. First, it ensures a comprehensive and systematic review of relevant literature, reducing the risk of bias associated with selective literature review approaches. By following a clearly defined process, the SLR ensures that studies are identified and selected based on objective criteria rather than subjective judgement.
Second, the SLR provides a transparent and replicable methodology, which enhances the credibility and reliability of the research. The documentation of search strategies, inclusion criteria and screening processes allows other researchers to replicate the study and verify its findings.
Third, the SLR approach enables the identification of key themes, patterns and research gaps within the literature. This is particularly important for this study, as it seeks to understand AI adoption in SMEs and identify opportunities for service development within digital marketing agencies.
However, it is important to critically acknowledge that SLRs may reflect dominant academic perspectives, particularly from Western contexts. This limitation highlights the importance of critically evaluating the literature and recognising potential biases.
The systematic literature review also enables the identification of gaps between theoretical developments and practical implementation, particularly in relation to SME adoption of AI-enabled digital marketing. This is important in a context where technological capabilities are well documented, but their application within resource-constrained organisations remains less clearly understood.

[bookmark: _Toc228827230]3.5 Data Collection Methods 
This study relies exclusively on secondary data sources, which include peer-reviewed academic journal articles, academic textbooks, industry reports and government publications. Secondary data refers to data that has already been collected and published by other researchers or organisations and is widely used in systematic literature review research.
The use of secondary data is justified for several reasons. First, it provides access to a wide range of credible, high-quality and up-to-date information, particularly from peer-reviewed journals and reputable institutional reports. This enhances the reliability of the research and ensures that the findings are grounded in established knowledge.
Second, secondary data allows the researcher to analyse existing knowledge from multiple perspectives, including theoretical insights from academic literature and practical applications from industry reports. This is particularly important for this study, as it aims to bridge the gap between academic theory and real-world implementation of AI-enabled digital marketing.
However, a critical limitation of secondary data is that it may reflect dominant perspectives within the literature, particularly those from developed economies. This introduces a potential Western bias, as research from regions such as India, Pakistan and other emerging markets is underrepresented. While this limitation reflects broader trends in academic publishing, it is acknowledged as a constraint on the generalisability of findings.
Despite this limitation, secondary data remains appropriate for this study, as it supports the synthesis of existing knowledge and enables a comprehensive understanding of the research topic.
[bookmark: _Toc228827231]3.6 Systematic Literature Review Process 
A structured and transparent systematic literature review (SLR) process was followed to identify, screen and select relevant literature. This approach ensures methodological rigour, consistency and replicability, which are essential for maintaining the credibility of the research (Tranfield et al., 2003).
The SLR process involves several stages, including defining the research scope, identifying relevant studies, applying inclusion and exclusion criteria and systematically analysing the selected literature. Each stage was carefully documented to ensure transparency and to demonstrate how the final set of articles was derived.
The use of a systematic approach distinguishes this study from traditional narrative reviews, which may be subjective and selective. By following a structured process, the study minimises bias and ensures that the findings are based on a comprehensive and representative dataset.
Furthermore, the systematic review process allows for the identification of key patterns and themes across the literature, which supports the development of a conceptual framework. This is particularly important for this study, as it seeks to understand AI adoption within SMEs and develop practical recommendations for digital marketing agencies.
[bookmark: _Toc228827232]3.6.1 Search Strategy 
A comprehensive search strategy was developed to ensure broad and systematic coverage of relevant literature. Multiple academic databases were used, including Scopus, ScienceDirect, Emerald Insight and Google Scholar. These databases were selected due to their extensive coverage of high-quality research in business, marketing and information systems.
Each database was chosen for a specific reason. Scopus provides access to highly ranked peer-reviewed journals, ensuring academic credibility. ScienceDirect includes applied and technical research relevant to AI technologies. Emerald Insight focuses on business and management studies, which are central to this research. Google Scholar was used to capture a broader range of studies, including grey literature and practitioner insights.
Keywords were carefully selected based on the research objectives and refined using Boolean operators such as “AND” and “OR”. The search terms included combinations such as “Artificial Intelligence AND Digital Marketing AND SMEs” and “AI marketing adoption AND small business”. This iterative process ensured that the search results were both comprehensive and relevant.
Filters were applied to ensure quality and relevance, including publication dates (2015–2025), English language and peer-reviewed sources. This resulted in an initial dataset of 785 articles. While this approach minimises bias, it is important to acknowledge that keyword selection may influence the scope of results, representing a potential limitation.
The selection of databases and keywords was guided by the research objectives to ensure comprehensive coverage of both academic and practitioner perspectives. The time frame of 2015–2025 was chosen to capture recent developments in AI technologies, reflecting the rapidly evolving nature of the field. This approach ensures that the analysis is based on current and relevant evidence.
[bookmark: _Toc228827233]3.6.2 Inclusion and Exclusion Criteria 
The application of inclusion and exclusion criteria is a critical step in ensuring the relevance and quality of the selected studies (Tranfield et al., 2003). These criteria were designed to align closely with the research objectives and ensure consistency in the selection process.
The inclusion criteria focused on selecting peer-reviewed academic journal articles published between 2015 and 2025, written in English and directly related to artificial intelligence in digital marketing or SME technology adoption. This ensured that the selected studies were both relevant and reflective of recent developments in the field.
The exclusion criteria were applied to remove studies that were not aligned with the research objectives. These included non-academic sources, duplicate records and studies focused purely on technical AI development without marketing relevance. This helped to maintain the focus of the study on AI-enabled digital marketing.
However, it is important to recognise that strict criteria may exclude valuable perspectives, particularly from emerging markets or non-English publications. This introduces a limitation in terms of geographical representation, which is acknowledged in the study.
[bookmark: _Toc228827234]3.6.3 PRISMA Screening Process 
The PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-Analyses) framework was used to ensure a structured and transparent approach to article selection (Moher et al., 2009). The PRISMA process enhances methodological rigour by clearly documenting each stage of the screening process.
The screening process involved four key stages: identification, duplicate removal, screening and eligibility assessment. Initially, 785 articles were identified through database searches. Following this, 115 duplicate records were removed, leaving 670 articles for screening.
The titles and abstracts of these articles were then reviewed, resulting in the exclusion of 540 studies that were not relevant to the research topic. The remaining 130 articles were subjected to full-text review, where their relevance and quality were assessed in detail. This stage led to the exclusion of 85 studies, resulting in a final sample of 45 articles.
While the PRISMA process enhances transparency, it is important to acknowledge that the screening process involves subjective judgement. Decisions regarding relevance may vary between researchers. However, the use of clearly defined criteria helps to minimise this limitation.
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Diagram 1: Prisma Flow Diagram

The use of the PRISMA framework provides a transparent and structured approach to study selection, creating a clear audit trail of the review process. However, it is important to recognise that the screening stages involve interpretive judgement, particularly when assessing the relevance of studies during abstract and full-text review. While consistent inclusion and exclusion criteria were applied, the possibility of selection bias cannot be entirely eliminated. This limitation reflects a broader challenge within systematic literature reviews, where researcher interpretation plays a role in shaping the final dataset.
[bookmark: _Toc228827235]3.7 Data Analysis Methods 
The selected articles were analysed using thematic analysis, a qualitative method used to identify patterns and themes within data (Braun and Clarke, 2006). This method is particularly suitable for systematic literature reviews, as it enables the synthesis of findings across multiple studies.
The analysis process involved several stages. First, all articles were read thoroughly to achieve familiarity with the data. Second, key concepts and findings were identified and coded. These codes were then grouped into broader themes that reflect recurring patterns across the literature.
The main themes identified include AI-enabled digital marketing capabilities, performance outcomes, barriers and enablers of SME adoption and the role of digital marketing agencies. These themes provide a structured basis for analysis and directly address the research objectives.
However, thematic analysis involves interpretation, which introduces subjectivity. To mitigate this limitation, the analysis was conducted systematically, with careful cross-referencing of findings across multiple studies.
The robustness of the thematic analysis is supported by the recurrence of identified themes across multiple studies. Rather than being derived from isolated sources, themes emerged through consistent patterns observed throughout the literature. This cross-study consistency strengthens the validity of the findings and reduces the influence of individual study bias. In addition, the analysis considered both converging and diverging perspectives within the literature, allowing for a more nuanced interpretation of AI adoption and digital marketing practices.
Thematic analysis was conducted through a structured coding process rather than being treated as a simple analytical tool. Initial open coding was used to identify recurring concepts across the selected studies. These codes were then grouped into broader categories through axial coding, allowing relationships between themes to be identified. Finally, selective coding was used to refine and define the key themes presented in Chapter 4. This systematic approach ensures that the themes are derived from the data rather than imposed by the researcher.

[bookmark: _Toc228827236]3.8 Reliability and Validity 
Reliability and validity are essential components of rigorous research (Saunders et al., 2019). Reliability refers to the consistency and replicability of the research process, while validity refers to the accuracy and credibility of the findings.
In this study, reliability is ensured through the use of a systematic and transparent literature review process. The clear documentation of the search strategy, inclusion criteria and screening process ensures that the research can be replicated.
Validity is enhanced through the selection of high-quality, peer-reviewed sources and the use of multiple data sources. This allows for triangulation, improving the credibility of the findings.
However, validity may be affected by the limitations of secondary data, as findings depend on existing literature. Despite this, the systematic approach ensures that the findings are well-supported.

[bookmark: _Toc228827237]3.9 Ethical Considerations 
Although this study relies on secondary data, ethical considerations remain significant, particularly in relation to the use and interpretation of information. Issues such as data privacy, algorithmic bias and the ethical implications of AI-driven decision-making are central to the research topic. AI technologies can influence consumer behaviour through personalised marketing and automated decision-making, raising concerns about transparency and manipulation (Davenport et al., 2020).
Furthermore, the literature itself may reflect corporate and governmental agendas, potentially influencing how AI adoption is presented. This study addresses these concerns by critically evaluating sources and acknowledging potential biases in the literature. All sources are properly cited to maintain academic integrity.
In addition, ethical issues related to artificial intelligence are considered. These include data privacy concerns, algorithmic bias and the influence of corporate and governmental agendas. AI systems may be used in ways that raise ethical concerns, particularly in marketing contexts where consumer data is analysed.
In addition to issues of academic integrity, the study engages with broader ethical concerns associated with artificial intelligence in digital marketing. These include data privacy, where large volumes of consumer data are collected and analysed, often with limited transparency, as well as algorithmic bias, where automated systems may reinforce existing inequalities or produce unintended discriminatory outcomes. Furthermore, AI-driven marketing raises concerns regarding manipulation, as highly personalised and automated content may influence consumer behaviour in ways that are not fully visible or understood. Although this research does not involve primary data collection, these ethical considerations form an important contextual dimension within the literature and influence how AI adoption is interpreted.

[bookmark: _Toc228827238]3.10 Methodological Limitations 
This study has several limitations. First, the reliance on secondary data limits the ability to capture real-time insights. Second, the literature is predominantly Western, which may affect generalisability.
Another key limitation is the rapid evolution of AI technologies, meaning findings may become outdated.

[bookmark: _Toc228827239]3.10 Conclusion
This chapter has outlined the research methodology adopted for this study. The use of a systematic literature review provides a structured and transparent approach to analysing existing research on AI-enabled digital marketing and SME adoption.
The combination of an interpretivist philosophy, inductive approach and thematic analysis enables a comprehensive understanding of the research topic. The next chapter presents the findings and analysis derived from the selected literature, linking them to the research objectives and theoretical framework.


[bookmark: _Toc228827240]CHAPTER 4: FINDINGS, ANALYSIS AND DISCUSSION 

[bookmark: _Toc228827241]4.1 Introduction
This chapter presents a detailed analysis and discussion of the findings derived from the systematic literature review. A total of 45 academic articles were selected through the PRISMA process outlined in Chapter 3 and analysed to identify key themes related to AI-enabled digital marketing, SME adoption and the role of digital marketing agencies.
The purpose of this chapter is not only to present findings but also to critically analyse them in relation to the research objectives and theoretical framework. The findings are interpreted using thematic analysis and linked to the Technology–Organisation–Environment (TOE) framework to provide a structured understanding of the factors influencing AI adoption and service delivery.
The chapter is structured around four key themes:
1. AI-enabled digital marketing capabilities 
2. Performance outcomes of AI adoption 
3. Barriers and enablers of SME adoption 
4. Role of digital marketing agencies 
These themes directly address the research questions and provide the foundation for developing the business development proposal in the final chapter.
To ensure analytical depth, the findings are examined not only through technological, organisational and environmental dimensions, but also in relation to the research objectives of this study. In particular, the analysis evaluates how AI-enabled capabilities translate into performance outcomes, how adoption is shaped by SME-specific constraints and how digital marketing agencies contribute to value creation. This approach enables the chapter to move beyond description and develop a critical argument regarding the conditions under which AI adoption is effective within SME contexts.
[bookmark: _Toc228827242]4.2 Summary of Selected Studies
To provide a structured overview of the literature included in this study, a summary of the 45 selected articles is presented in Table 4.1. The table includes key information such as author, year, methodology, study focus and key findings. This summary enhances transparency and provides a clear foundation for the subsequent analysis.
TABLE 1 : Systematic Literature Review Summary
	Author
	Year
	Country
	Type
	Methodology
	Focus
	Key Findings

	Dwivedi et al.
	2023
	Global
	Conceptual
	Literature review
	AI in marketing
	AI transforms marketing decision-making and automation

	Ziakis et al.
	2023
	Global
	Review
	Systematic review
	Digital marketing
	AI improves targeting, personalization and efficiency

	Kumar et al.
	2024
	USA
	Empirical
	Quantitative
	AI performance
	AI enhances ROI and marketing effectiveness

	Huang & Rust
	2021
	USA
	Conceptual
	Framework
	Service marketing
	AI improves customer experience and service delivery

	Davenport et al.
	2020
	USA
	Conceptual
	Case-based
	AI strategy
	AI requires governance and organisational alignment

	Chaffey & Ellis-Chadwick
	2022
	UK
	Conceptual
	Framework
	Digital marketing
	Data-driven marketing improves campaign performance

	Kotler et al.
	2021
	Global
	Conceptual
	Framework
	Marketing 5.0
	Technology enhances customer engagement

	Salih
	2025
	Global
	Conceptual
	Review
	Generative AI
	AI automates content creation

	Kshetri
	2024
	Global
	Conceptual
	Review
	AI applications
	AI improves business efficiency

	Saura et al.
	2024
	Spain
	Empirical
	Survey
	AI ethics
	Ethical concerns affect adoption

	Oliveira & Martins
	2011
	Portugal
	Empirical
	Survey
	Technology adoption
	Organisational readiness influences adoption

	Awa et al.
	2017
	Nigeria
	Empirical
	Survey
	SME adoption
	SMEs face resource constraints

	Chatterjee et al.
	2020
	India
	Empirical
	Survey
	AI adoption
	AI improves innovation and engagement

	OECD
	2023
	Global
	Report
	Policy analysis
	SMEs
	SMEs lack resources and skills

	European Commission
	2022
	EU
	Report
	Policy
	Digital adoption
	Policy supports SME digitalisation

	Mikalef et al.
	2019
	Norway
	Empirical
	Quantitative
	AI capability
	AI improves firm performance

	Ransbotham et al.
	2021
	USA
	Empirical
	Survey
	AI strategy
	AI maturity improves outcomes

	Davenport & Ronanki
	2018
	USA
	Conceptual
	Case study
	AI business use
	AI supports automation

	Bughin et al.
	2018
	Global
	Report
	Survey
	AI economy
	AI increases productivity

	Paschen et al.
	2020
	Germany
	Conceptual
	Review
	AI marketing
	AI improves decisions

	Wirtz et al.
	2019
	Germany
	Conceptual
	Framework
	Service AI
	AI enhances service delivery

	Lemon & Verhoef
	2016
	USA
	Conceptual
	Model
	Customer journey
	Digital improves experience

	Verhoef et al.
	2021
	Global
	Conceptual
	Framework
	Digital transformation
	AI drives transformation

	Grewal et al.
	2017
	USA
	Conceptual
	Review
	Marketing tech
	Technology enhances marketing

	King
	2019
	UK
	Practitioner
	Industry analysis
	AI marketing
	Agencies lack clarity

	Labib
	2024
	UK
	Empirical
	Survey
	SME AI adoption
	SMEs cautious about AI

	Digital Catapult
	2025
	UK
	Report
	Industry
	AI SMEs
	SMEs rely on external support

	Schwaeke
	2025
	Global
	Conceptual
	Review
	SME barriers
	Skills gap limits adoption

	Zhang & Kim
	2022
	South Korea
	Empirical
	Quantitative
	AI marketing
	AI improves targeting

	Saura
	2021
	Spain
	Empirical
	Survey
	AI adoption
	AI improves engagement

	Berman
	2020
	USA
	Conceptual
	Case study
	Digital strategy
	AI enhances strategy

	Brynjolfsson & McAfee
	2017
	USA
	Conceptual
	Analysis
	AI economy
	AI boosts productivity

	Davenport
	2018
	USA
	Conceptual
	Case
	AI analytics
	AI improves decisions

	Jarek & Mazurek
	2019
	Poland
	Conceptual
	Review
	AI marketing
	AI supports automation

	Mariani et al.
	2023
	Italy
	Empirical
	Survey
	AI tourism marketing
	AI improves customer experience

	Sigala
	2018
	Greece
	Conceptual
	Review
	AI services
	AI enhances personalisation

	Tussyadiah
	2020
	USA
	Empirical
	Survey
	AI adoption
	AI improves customer trust

	Gentsch
	2019
	Germany
	Conceptual
	Framework
	AI marketing
	AI enables automation

	Kaplan & Haenlein
	2019
	Global
	Conceptual
	Review
	AI marketing
	AI transforms marketing

	Rust
	2020
	USA
	Conceptual
	Framework
	AI service
	AI enhances service quality

	Shankar
	2018
	USA
	Conceptual
	Review
	Digital marketing
	Data improves performance

	Wedel & Kannan
	2016
	USA
	Conceptual
	Review
	Marketing analytics
	Analytics improves targeting

	Li et al.
	2021
	China
	Empirical
	Survey
	AI adoption
	AI improves efficiency

	Chen et al.
	2020
	China
	Empirical
	Quantitative
	AI marketing
	AI enhances performance

	Ng & Wakenshaw
	2017
	UK
	Conceptual
	Review
	AI services
	AI improves customer interaction

	Payne et al.
	2017
	UK
	Conceptual
	Model
	Value creation
	Technology enhances value

	Vargo & Lusch
	2016
	USA
	Conceptual
	Theory
	Service logic
	Value co-creation



A closer examination of the studies reveals several important patterns. First, there is a strong emphasis on the potential of AI to enhance marketing performance, particularly through improved targeting, automation and data-driven decision-making (Ziakis et al., 2023; Kumar et al., 2024). However, fewer studies provide detailed empirical evidence on how these benefits are realised in practice, particularly within SMEs.
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Figure 4.1: Distribution of Study Types in the Literature Review
The distribution of study types demonstrates a higher proportion of conceptual and review-based studies compared to empirical research. This indicates that the field of AI-enabled digital marketing is still developing, with a stronger focus on theoretical exploration rather than practical validation. This imbalance reinforces the need for more applied and SME-focused empirical research, particularly in non-Western contexts.

In addition, the dominance of studies conducted in developed economies limits the representation of SME contexts in emerging markets, where digital infrastructure, regulatory conditions and resource constraints differ significantly. This raises concerns regarding the generalisability of findings. Furthermore, the literature demonstrates a tendency to prioritise performance outcomes such as efficiency and return on investment, while comparatively limited attention is given to implementation challenges, organisational constraints and ethical risks. As a result, the current body of research provides an incomplete understanding of how AI-enabled marketing operates in practice within SME environments.
Second, the geographical distribution of the studies is heavily concentrated in developed economies, particularly the United States and Europe. While this provides valuable insights into advanced markets, it limits the applicability of findings to SMEs operating in different economic and institutional contexts (OECD, 2023). For example, SMEs in emerging markets may face additional challenges related to infrastructure, digital literacy and access to technology.
Third, although many studies highlight the benefits of AI adoption, there is comparatively less focus on the risks and limitations. Issues such as data privacy, algorithmic bias and organisational dependency on technology are acknowledged in some studies (Davenport et al., 2020; Saura et al., 2024), but are not consistently integrated into the broader discussion of AI adoption.
These observations indicate that while the literature provides a strong foundation for understanding AI-enabled marketing, it remains uneven in its coverage of practical implementation, contextual differences and potential risks.
While the literature provides a strong foundation for understanding AI-enabled marketing, this study finds that it tends to overemphasise technological potential while underrepresenting implementation realities within SMEs. In particular, the dominance of conceptual studies limits empirical validation of AI outcomes, suggesting that current knowledge may reflect theoretical expectations rather than practical experiences. This imbalance highlights a critical gap between what AI is expected to deliver and what SMEs are able to achieve in practice.
[bookmark: _Toc228827243]4.3 Thematic Analysis of Findings
The analysis of the selected studies identified four key themes:
1. AI-enabled digital marketing capabilities 
2. Performance outcomes of AI adoption 
3. Barriers and enablers of SME adoption 
4. Role of digital marketing agencies

[bookmark: _Toc228827244]4.3.1 Theme 1: AI-Enabled Digital Marketing Capabilities
While the literature suggests that artificial intelligence significantly enhances digital marketing capabilities, this study finds that these capabilities are unevenly realised within SMEs due to limitations in organisational capacity and strategic integration. This indicates that AI capabilities alone do not guarantee improved marketing effectiveness.
A key capability identified is advanced data analytics, where AI technologies allow organisations to process large volumes of structured and unstructured data in real time. This enables more accurate customer segmentation and targeting, which improves the effectiveness of marketing campaigns (Ziakis et al., 2023). Unlike traditional marketing approaches that rely on historical data, AI enables predictive analysis, allowing organisations to anticipate customer behaviour and adjust strategies accordingly.
At a technological level, these capabilities demonstrate the ability of AI to transform marketing processes through real-time data analysis and predictive modelling. However, the presence of advanced technological tools does not ensure effective utilisation. Within SMEs, limited access to skilled personnel and technical expertise restricts the ability to translate these capabilities into practical marketing outcomes
Another critical capability is marketing automation, which allows organisations to streamline repetitive tasks such as email marketing, social media scheduling and campaign monitoring. Automation reduces operational costs and increases efficiency, particularly for SMEs with limited resources (Chaffey and Ellis-Chadwick, 2022). However, while automation improves efficiency, it also raises concerns about over-reliance on technology and the potential loss of human creativity in marketing.
From an organisational perspective, the effectiveness of AI-enabled marketing depends on internal capabilities, including digital skills, data interpretation and strategic alignment. SMEs often operate with limited human and financial resources, which constrains their ability to fully integrate AI into marketing activities. As a result, technological capability alone is insufficient without corresponding organisational readiness.
The emergence of generative AI represents a significant development in digital marketing capabilities. Generative AI tools enable the automated creation of marketing content, including advertisements, social media posts and personalised messages (Dwivedi et al., 2023). This allows organisations to scale content production while maintaining consistency across multiple platforms. However, the literature also highlights potential risks, including content quality issues, brand inconsistency and ethical concerns.
In addition to operational benefits, the increasing use of generative AI introduces new risks related to content authenticity, brand consistency and ethical responsibility. The automated generation of marketing content may reduce control over messaging and increase the likelihood of biased or misleading outputs, raising concerns regarding transparency and trust.
Critically, while the literature strongly emphasises the technological capabilities of AI, there is less focus on how these capabilities are translated into practical service offerings for SMEs. This highlights a gap between technological potential and service delivery, particularly within the context of digital marketing agencies.
While AI enhances marketing capabilities, its contribution to competitive advantage remains conditional. In highly digitalised markets, similar technologies are widely accessible, reducing differentiation. Sustainable advantage therefore depends on how effectively organisations integrate AI into strategic decision-making and develop internal capabilities to support continuous innovation.
A key limitation in the literature is the assumption that technological capability directly translates into strategic value. However, the findings of this study suggest that the effectiveness of AI-enabled marketing capabilities depends on how these tools are integrated into organisational processes. In SME contexts, where resources and expertise are constrained, AI capabilities often remain underutilised. This reinforces that capability development, rather than technology access alone, is central to achieving meaningful outcomes.
However, a critical limitation in the literature is the assumption that the availability of AI capabilities automatically leads to effective implementation. In practice, SMEs may possess access to AI tools but lack the organisational capacity to utilise them strategically. This suggests that AI capability alone is insufficient without corresponding organisational readiness.
This theme directly addresses Objective 1 by critically evaluating the nature of AI-enabled marketing capabilities and identifying the conditions under which these capabilities contribute to value creation within SMEs.

[bookmark: _Toc228827245]4.3.2 Theme 2: Performance Outcomes of AI Adoption
While the literature suggests a strong relationship between AI adoption and improved organisational performance, this study finds that performance outcomes are highly conditional and vary significantly across SME contexts.
However, performance improvements are not uniformly achieved and vary depending on organisational conditions. The availability of AI technologies does not automatically result in improved outcomes, as performance is influenced by the quality of data, the level of technical expertise and the alignment between AI tools and business strategy.
For example, Mikalef et al. (2019) found that organisations with advanced AI capabilities experience improved operational performance and enhanced decision-making processes. Similarly, Kumar et al. (2024) highlight that AI improves return on investment (ROI) by enabling more precise targeting and reducing marketing inefficiencies.
This contrasts with studies that present AI as a direct driver of performance improvement, as the findings here indicate that AI functions more as an enabling mechanism rather than a guaranteed outcome. In SMEs, limited data infrastructure and capability constraints reduce the extent to which performance benefits can be realised, highlighting a gap between theoretical expectations and practical outcomes.
Within SME contexts, these factors are particularly significant. Limited access to data infrastructure and analytical capabilities may reduce the effectiveness of AI-enabled marketing, resulting in incremental rather than transformative performance improvements. This highlights that performance outcomes are contingent rather than guaranteed.
AI also contributes to improved customer experience and engagement, which are critical drivers of marketing performance. Personalisation enabled by AI allows organisations to deliver tailored marketing messages that align with individual customer preferences, leading to higher conversion rates and customer satisfaction (Huang and Rust, 2021).
This indicates that AI should not be viewed as a direct driver of performance, but rather as an enabler whose effectiveness depends on contextual factors. Therefore, performance outcomes are contingent rather than guaranteed, particularly in SME environments.
This theme addresses Objective 2 by critically analysing the extent to which AI adoption contributes to performance outcomes and identifying the contextual factors that influence these results.
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Figure 4.2: Key Impact Areas of AI in Digital Marketing
The figure highlights the primary areas where AI contributes to marketing performance. Automation and efficiency emerge as the most immediate benefits, while improvements in customer engagement and return on investment reflect more strategic outcomes. However, these benefits are dependent on organisational capability and effective implementation, reinforcing the argument that AI adoption is not purely technological but also strategic.

Furthermore, the literature predominantly evaluates performance in terms of efficiency and financial returns, with limited consideration of broader outcomes such as customer trust, data security and ethical accountability. These dimensions are critical in digital marketing, where consumer perceptions and trust directly influence long-term performance.
From a critical perspective, however, the literature also suggests that performance outcomes are not guaranteed and depend on several factors, including organisational readiness, data quality and strategic alignment. For SMEs, these factors are particularly important, as limited resources may restrict the ability to fully realise the benefits of AI technologies.
From a strategic perspective, AI adoption may enhance competitive positioning by enabling more personalised and responsive marketing strategies. However, this advantage is often temporary, as competing organisations can adopt similar technologies. Long-term competitive advantage therefore depends on the development of unique organisational capabilities rather than the adoption of technology alone.
Furthermore, while large organisations often achieve significant performance gains from AI adoption, SMEs may experience more gradual improvements due to resource constraints and implementation challenges. This reinforces the importance of external support, particularly from digital marketing agencies.

[bookmark: _Toc228827246]4.3.3 Theme 3: Barriers and Enablers of AI Adoption in SMEs
The findings indicate that AI adoption among SMEs is shaped by a combination of technological, organisational and environmental factors. These align broadly with the Technology–Organisation–Environment (TOE) framework (Tornatzky and Fleischer, 1990), which has been widely applied to explain technology adoption. However, the analysis suggests that while TOE provides a useful structure, it does not fully capture the complexity of AI adoption in practice.
While technological, organisational and environmental factors provide a useful structure for analysing adoption, the findings indicate that these dimensions are not static. AI adoption requires continuous adaptation, learning and capability development, particularly within SMEs where resources are limited.
From a technological perspective, the complexity of AI systems remains a significant barrier. Many SMEs perceive AI tools as difficult to implement, particularly when integration with existing systems is required (Awa et al., 2017). In addition, the effectiveness of AI depends on the availability of high-quality data, which is often limited in smaller organisations. While recent developments in user-friendly AI tools have improved accessibility, these tools do not eliminate the need for technical understanding, which remains a constraint.
Organisational factors appear to be even more influential. A recurring theme across the literature is the lack of internal capabilities within SMEs, particularly in relation to digital skills and strategic planning (OECD, 2023). Even when AI technologies are available, they may not be adopted if organisations lack the expertise to use them effectively. This suggests that access to technology alone is insufficient; the ability to utilise that technology is equally important.
A critical factor influencing adoption is the development of organisational capability, particularly in relation to digital skills, data management and strategic integration. SMEs may have access to AI tools but lack the capability to utilise them effectively, which limits the realisation of potential benefits.
Environmental factors also play a key role. Competitive pressure and increasing customer expectations for personalised digital experiences encourage SMEs to adopt AI technologies (Chatterjee et al., 2020). At the same time, the availability of external support, particularly from digital marketing agencies, is identified as a major enabler. This highlights the importance of the broader ecosystem in shaping adoption decisions.
Ethical considerations, including data privacy, algorithmic bias and regulatory compliance, play an increasingly important role in shaping AI adoption. These factors influence both organisational decision-making and customer trust, particularly in digital marketing contexts where personal data is extensively used.
However, the findings of this study demonstrate that the TOE framework does not fully capture the complexity of AI adoption in SMEs. While the framework explains adoption through technological, organisational and environmental conditions, it does not account for the capability required to effectively utilise AI or the ethical implications associated with its use. These dimensions emerged consistently across the analysed studies, indicating that they are not peripheral but central to understanding AI adoption.
In addition, ethical considerations are largely absent from the TOE framework. Issues such as data privacy, algorithmic bias and regulatory compliance are increasingly relevant in AI adoption (Saura et al., 2024). These factors can influence both organisational decisions and customer trust, suggesting that they should be considered as a distinct dimension.
Based on these findings, this study extends the TOE framework by incorporating capability and ethical dimensions. Capability refers to the ability of SMEs to develop and apply digital skills, manage data and integrate AI into business processes. Ethical considerations relate to issues such as data privacy, algorithmic bias and transparency in AI-driven decision-making. The inclusion of these dimensions provides a more comprehensive framework for analysing AI adoption in SME contexts.
This extension provides a more comprehensive understanding of AI adoption in SMEs and addresses limitations in existing models.
The emergence of capability and ethical considerations from the data indicates that the original TOE framework does not fully capture the complexity of AI adoption in SMEs. While TOE focuses on structural factors, it does not explicitly account for the ability of organisations to utilise technology effectively or the ethical implications of AI use. Therefore, this study extends the framework to include capability and ethical dimensions, providing a more comprehensive analytical model.
This theme addresses Objective 2 by identifying the key barriers and enablers influencing AI adoption and demonstrating how these extend beyond traditional TOE dimensions.
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Figure 4.3: TOE Framework for AI Adoption in SMEs
The figure illustrates the extended TOE framework developed in this study. While traditional TOE focuses on technological, organisational and environmental factors, the findings demonstrate that capability and ethical considerations are equally critical in the context of AI adoption. These additional dimensions highlight the importance of skills, governance and trust in shaping adoption decisions, particularly within SMEs.

[bookmark: _Toc228827247]4.3.4 Theme 4: Role of Digital Marketing Agencies
The findings highlight the central role of digital marketing agencies in facilitating AI adoption among SMEs. Agencies act as intermediaries between technology providers and SMEs, enabling access to tools and expertise that would otherwise be difficult to obtain (King, 2019). This is particularly important given the resource constraints faced by SMEs. In this context, digital marketing agencies function as external enablers that reduce technological and organisational barriers to AI adoption. By providing access to expertise and tools, they play a critical role in supporting SMEs that lack internal capabilities.
AI-enabled services offered by agencies include campaign automation, predictive analytics, customer segmentation and chatbot integration. These services allow SMEs to benefit from advanced marketing capabilities without requiring significant internal investment. In this sense, agencies reduce the barriers to adoption identified in the previous section.
However, the analysis also reveals several weaknesses in current agency practices. A recurring issue in the literature is the lack of clearly defined service structures. Many agencies promote AI-enabled services without clearly articulating their value propositions, pricing models, or expected outcomes. This lack of clarity may reduce trust among SME clients and make it difficult to evaluate the effectiveness of these services.However, the current positioning of agency services often prioritises technology implementation over value creation. This limits the ability of SMEs to understand how AI contributes to long-term business objectives, reducing the strategic impact of these services.
Furthermore, agencies often focus on the implementation of technology rather than the creation of value. While AI tools are deployed to improve efficiency and performance, there is less emphasis on how these tools contribute to long-term business objectives. This suggests that agency services are often operational rather than strategic.
From a strategic perspective, this limits the ability of agencies to create sustainable competitive advantage. While AI tools can improve operational efficiency, similar technologies are widely accessible across the market, reducing differentiation. Therefore, competitive advantage depends on how agencies design and deliver services, rather than the technologies themselves. This highlights the importance of service innovation, capability development and value communication as key strategic drivers.
Another important issue is the lack of transparency in AI-driven decision-making. SMEs may rely on agencies to manage AI systems without fully understanding how these systems operate. This creates a potential imbalance of knowledge, where agencies hold greater control over decision-making processes. From a critical perspective, this raises questions about accountability and trust. In addition, reliance on external agencies may limit the development of internal capabilities within SMEs. While outsourcing provides immediate access to expertise, it may reduce opportunities for organisational learning and long-term capability building.
Additionally, there is a risk that SMEs may become dependent on external agencies, limiting their ability to develop internal capabilities. While outsourcing provides short-term benefits, it may reduce long-term organisational learning.
Overall, the findings suggest that while digital marketing agencies play a crucial role in enabling AI adoption, their current service models require further development. In particular, there is a need for:
· clearer service design 
· transparent pricing structures 
· measurable performance indicators 
· greater emphasis on capability development 
These issues are addressed in the final chapter of this study.
This theme addresses Objective 3 by evaluating how digital marketing agencies position and deliver AI-enabled services and identifying key limitations in current service models.
[bookmark: _Toc228827248]4.4 Integrated Discussion
This study finds that AI adoption in SMEs is shaped by the interaction between technological capabilities, organisational readiness and environmental pressures, rather than any single factor in isolation. It provides a comprehensive understanding of AI-enabled digital marketing adoption in SMEs and offer insights into the research questions.
In relation to the first research question, the findings demonstrate that AI adoption is influenced by a combination of technological, organisational and environmental factors. While the TOE framework provides a useful starting point, the analysis shows that it does not fully capture the importance of capability development and ethical considerations. This suggests that AI adoption should be viewed as a multidimensional process rather than a purely structural one.
With regard to the second research question, the findings indicate that digital marketing agencies play a key role in facilitating AI adoption. However, their services are often positioned in a way that emphasises technological capability rather than strategic value. This limits the effectiveness of AI adoption and highlights the need for more structured service models.
In relation to the third research question, the findings suggest that agencies can create value by moving beyond technology implementation and focusing on strategic elements such as service design, pricing logic and performance measurement. In addition, the development of organisational capabilities should be prioritised in order to ensure long-term sustainability.
Overall, the analysis highlights a gap between the theoretical potential of AI and its practical implementation. While the literature provides extensive insights into AI capabilities, there is less emphasis on how these capabilities are delivered and managed in real-world contexts. This gap represents an important opportunity for further research and practical development.
Importantly, the findings challenge the assumption that AI adoption is primarily a technological issue. Instead, the analysis demonstrates that organisational capability and ethical considerations play a critical role in determining both adoption and outcomes. This suggests that existing frameworks require extension to fully capture the realities of AI-enabled digital marketing in SME contexts.
The analysis highlights a gap between the theoretical potential of AI and its practical implementation within SMEs. While technologies offer significant capabilities, their effectiveness depends on organisational capacity, strategic alignment and the ability to address ethical and governance challenges.
The key contribution of this chapter lies in demonstrating that AI-enabled digital marketing cannot be understood solely through technological capabilities or traditional adoption models. Instead, the findings highlight the importance of capability development and ethical considerations as central determinants of adoption and performance. This provides a more nuanced understanding of AI adoption in SMEs and forms the basis for the business development model presented in the next chapter.
[bookmark: _Toc228827249]4.5 Conclusion
This chapter has presented a critical analysis of the findings derived from the systematic literature review. The results demonstrate that AI-enabled digital marketing offers significant potential to enhance organisational performance, particularly through improved efficiency, data-driven decision-making and customer engagement.
However, the findings also reveal that AI adoption is a complex and context-dependent process. SMEs face significant barriers, including limited resources, lack of technical expertise and organisational readiness. While digital marketing agencies play an important role in addressing these challenges, their current service models are often insufficiently developed.
The analysis also highlights limitations in existing theoretical frameworks, particularly the TOE model, which does not fully capture capability development and ethical considerations. By extending the framework, this study provides a more comprehensive understanding of AI adoption in SMEs.
Overall, this chapter moves beyond descriptive analysis to provide a critical evaluation of existing literature, identifying key gaps and areas for improvement. These insights form the foundation for the next chapter, which presents a business development proposal addressing the challenges identified in this study.



[bookmark: _Toc228827250]CHAPTER 5: CONCLUSIONS, CONTRIBUTIONS AND RECOMMENDATIONS 

[bookmark: _Toc228827251]5.1 Introduction 
This chapter presents the final conclusions of the study and provides a set of practical and theoretical recommendations derived from the findings discussed in Chapter 4. The primary objective of this chapter is to translate the insights gained from the systematic literature review into actionable strategies for SME-sized digital marketing agencies seeking to deliver AI-enabled marketing services effectively.
The chapter begins by summarising the key findings of the research in relation to the research questions. These findings highlight the role of artificial intelligence in enhancing digital marketing performance, as well as the barriers and limitations faced by SMEs in adopting such technologies. The discussion then moves towards the development of a structured business development framework that addresses these challenges.
The recommendations proposed in this chapter are grounded in both theoretical insights and empirical evidence from the literature. They focus on key areas such as service design, pricing strategies, capability development and value communication. These dimensions reflect the critical gaps identified in the findings and align with the extended Technology–Organisation–Environment (TOE) framework.
In addition, the chapter outlines the theoretical contributions of the study, particularly in extending existing adoption frameworks to include capability and ethical dimensions. The chapter also evaluates the limitations of the research and provides suggestions for future studies.
The recommendations presented in this chapter are structured around key dimensions identified in the analysis, including technological implementation, organisational capability and external service delivery. These dimensions reflect the interaction between AI tools, SME readiness and agency support, providing a practical framework for improving AI-enabled digital marketing outcomes.
This chapter builds directly on the findings presented in Chapter 4 by translating them into a structured and evidence-based business development model. Rather than restating the findings, the chapter focuses on how these insights can be operationalised to support SME-sized digital marketing agencies in delivering AI-enabled services. The discussion is explicitly linked to the research questions, ensuring that conclusions and recommendations are grounded in the analytical outcomes of the study.
[bookmark: _Toc228827252]5.2 Summary of Key Findings
This section summarises the key findings of the study in direct relation to the research questions.

[bookmark: _Toc228827253]RQ1: What factors influence AI adoption among SMEs?
In relation to RQ1, the findings demonstrate that AI adoption in SMEs is influenced by technological complexity, organisational capability and environmental pressures. While existing literature often emphasises the role of technological advancement, this study finds that organisational capability is the most critical factor. SMEs may have access to AI tools, but lack the skills and resources required to use them effectively (OECD, 2023). This suggests that AI adoption is not purely a technological issue but a capability-driven process.

[bookmark: _Toc228827254]RQ2: How do digital marketing agencies position AI-enabled services?
In relation to RQ2, the findings indicate that digital marketing agencies play a central role in facilitating AI adoption. However, their services are often positioned around technological implementation rather than strategic value creation. Agencies tend to focus on tools and automation rather than clearly communicating business outcomes, which reduces the perceived value of their services among SME clients (King, 2019). This highlights a gap between service delivery and value communication.

[bookmark: _Toc228827255]RQ3: How can agencies create value through AI-enabled services?
In relation to RQ3, the study finds that agencies can create value by focusing on structured service design, transparent pricing and capability development. Importantly, value is not derived from AI technologies alone, but from how these technologies are integrated into business processes and aligned with organisational objectives. Agencies that support SMEs in developing internal capabilities are more likely to achieve sustainable outcomes.
[bookmark: _Toc228827256]5.3 AI-Enabled Digital Marketing Service Framework
Based on the findings of this study, a structured business development model is proposed for SME-sized digital marketing agencies. The model is derived directly from the thematic analysis and reflects the key factors influencing AI adoption, performance outcomes and service delivery. It integrates insights from the extended TOE framework and translates them into four strategic dimensions that guide agency practice.
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Figure 5.1: AI-Enabled Digital Marketing Framework for SMEs
This framework presents the integrated model developed in this study, extending the traditional Technology–Organisation–Environment (TOE) framework by incorporating capability and ethical dimensions. The model illustrates how AI-enabled marketing strategy in SMEs is influenced not only by technological availability, organisational readiness and environmental pressures, but also by the development of internal capabilities and ethical governance.
The framework highlights the role of digital marketing agencies in supporting SMEs by bridging capability gaps while ensuring responsible and effective use of AI technologies. This integrated approach provides a strategic foundation for designing AI-enabled marketing services that deliver both operational efficiency and long-term competitive advantage.

The framework consists of four interconnected components:
1. AI-Enabled Service Design
This focuses on the development of clearly defined service offerings, including predictive analytics, campaign automation and customer segmentation. Services should be aligned with specific business objectives and designed to deliver measurable outcomes. 
2. Pricing and Value Structuring
Transparent and structured pricing models are essential for building trust with SME clients. This includes subscription-based services, tiered packages and performance-based pricing linked to measurable outcomes such as engagement and conversion rates. 
3. Organisational Capability Development
A critical component of the framework is the development of internal capabilities within SMEs. This includes training, knowledge transfer and support in data interpretation and strategic decision-making, ensuring that AI tools are effectively utilised. 
4. Value Communication and Performance Measurement
Agencies must clearly communicate the value of AI-enabled services through measurable performance indicators. This includes dashboards, reporting systems and case-based evidence demonstrating the impact of AI on business performance. 
These components operate within a broader context shaped by technological availability, organisational readiness and environmental factors such as competition and customer expectations. In addition, ethical considerations, including data privacy and transparency, influence both service delivery and customer trust.


[bookmark: _Toc228827257]5.4 Business Development Proposal 
This study makes a key theoretical contribution by extending the Technology–Organisation–Environment (TOE) framework to include capability and ethical dimensions. While the traditional TOE framework explains adoption through structural factors, the findings demonstrate that it does not fully capture the ability of organisations to utilise AI effectively or the ethical implications associated with its use. By incorporating these dimensions, this study provides a more comprehensive model for understanding AI adoption in SME contexts.
[bookmark: _Toc228827258]5.4.1 Service Design 
The findings indicate that many digital marketing agencies lack clearly defined service structures for AI-enabled marketing. As a result, SMEs often struggle to understand the value and scope of these services. To address this issue, agencies should adopt a more structured approach to service design.
AI-enabled services should be organised into clearly defined packages, each targeting specific business objectives. For example, agencies may offer services such as predictive analytics, automated campaign management and customer segmentation. Each service should include clearly defined inputs, processes and expected outcomes.
Furthermore, service design should be outcome-oriented, focusing on measurable performance indicators such as conversion rates, customer engagement and return on investment (Chaffey and Ellis-Chadwick, 2022). This ensures that services are aligned with business goals rather than purely technological capabilities.
In addition, service design should move beyond operational delivery to incorporate strategic alignment with client objectives. This includes identifying how AI-enabled services contribute to long-term business outcomes such as customer retention, brand positioning and competitive advantage.
Critically, service design should also consider the specific needs of SMEs, including resource constraints and limited technical expertise. This may involve simplifying complex AI solutions and providing user-friendly interfaces.

[bookmark: _Toc228827259]5.4.2 Pricing Strategy 
The lack of transparent pricing models is identified as a major limitation in current agency practices. Many agencies offer AI services without clearly explaining how pricing is determined, which can create uncertainty for SME clients.
To address this issue, agencies should adopt structured pricing strategies that reflect the value delivered. Possible approaches include subscription-based pricing, tiered service packages and performance-based pricing models.
Performance-based pricing, in particular, aligns agency incentives with client outcomes, as fees are linked to measurable results such as increased sales or improved engagement (Davenport et al., 2020). However, this approach requires reliable data and clearly defined performance metrics.
Transparent pricing structures also play a critical role in reducing uncertainty and perceived risk among SMEs. By clearly linking pricing to performance outcomes, agencies can strengthen trust and improve client engagement in AI adoption. It not only improves trust but also enables SMEs to make informed decisions regarding AI adoption. It also allows agencies to demonstrate the value of their services more effectively.

[bookmark: _Toc228827260]5.4.3 Capability Development 
A critical barrier to AI adoption identified in this study is the lack of organisational capability within SMEs. Therefore, agencies should focus on capability development in addition to service delivery.
This may involve providing training programmes, workshops and consultancy services to help SMEs understand and use AI technologies effectively. By developing internal capabilities, SMEs can reduce their dependence on external agencies and achieve more sustainable outcomes.
Mikalef et al. (2019) highlight that organisational capabilities are essential for realising the benefits of AI adoption. Without these capabilities, even advanced technologies may fail to deliver expected results.
Capability development is not a one-time activity but an ongoing process that supports long-term adoption and value creation. Without internal capability, SMEs remain dependent on external providers, limiting their ability to sustain competitive advantage. Agencies should therefore adopt a long-term approach, focusing on building client capabilities rather than providing short-term solutions.

[bookmark: _Toc228827261]5.4.4 Value Communication 
The findings indicate that many SMEs are hesitant to adopt AI technologies due to uncertainty regarding their benefits. To address this issue, agencies should improve their communication strategies.
This includes clearly explaining the expected outcomes of AI-enabled services, providing case-based evidence and using performance data to demonstrate value. Tools such as dashboards and visual reports can help communicate complex information in a clear and accessible way (Zhang and Kim, 2022).
Effective value communication reduces perceived risk and increases trust, which is essential for encouraging AI adoption. In addition to performance outcomes, agencies should also communicate how AI systems address ethical considerations such as data privacy, transparency and responsible use of customer information, as these factors increasingly influence customer trust and adoption decisions.

[bookmark: _Toc228827262]5.5 Theoretical Contributions 
This study contributes to existing literature by extending the TOE framework to include capability and ethical dimensions. While the TOE framework provides a useful structure for analysing adoption, it does not fully capture the complexity of AI-enabled digital marketing.
The inclusion of capability development highlights the importance of organisational learning and skill development in AI adoption. Similarly, the ethical dimension addresses issues such as data privacy, algorithmic bias and regulatory compliance.
These contributions provide a more comprehensive understanding of AI adoption and offer a foundation for future research. By incorporating capability development and ethical considerations, the study provides a more comprehensive perspective on AI adoption, reflecting the dynamic and context-dependent nature of digital marketing within SME environments.

[bookmark: _Toc228827263]5.6 Practical Implications 
The practical implications of this study are particularly relevant for SME-sized digital marketing agencies operating in increasingly competitive and technology-driven markets. 
For SMEs, the study provides insights into the benefits and challenges of AI adoption, enabling more informed decision-making. By understanding the role of organisational capabilities and external support, SMEs can better navigate the adoption process.
These implications highlight the importance of shifting from a technology-focused approach to a strategy-driven model, where AI is used not only to improve efficiency but also to support long-term competitive positioning.

[bookmark: _Toc228827264]5.7 Limitations of the Study 
This study has several limitations. First, it relies on secondary data, which limits the ability to capture real-time insights. Second, the literature is predominantly Western-centric, which may affect generalisability.
In addition, the study is limited by its reliance on predominantly Western literature, which may not fully reflect the challenges faced by SMEs in emerging economies. Differences in infrastructure, regulatory environments and digital capabilities may influence AI adoption in ways that are not captured in this study.
The rapid evolution of AI technologies means that findings may become outdated as new tools and practices emerge. Ethical considerations, including data governance and regulatory changes, also introduce uncertainty that may affect future applicability.The rapidly evolving nature of AI technologies means that findings may become outdated quickly (Dwivedi et al., 2023).

[bookmark: _Toc228827265]5.8 Recommendations for Future Research 
Future research should explore AI adoption in emerging markets and examine the long-term impact of AI on SME performance. It should also explore how agency–SME relationships evolve over time, particularly in relation to capability transfer and long-term dependency. Primary research involving SMEs and agencies would also provide valuable insights. It should also examine the ethical implications of AI-enabled marketing in greater depth, particularly in relation to consumer trust, data privacy and algorithmic transparency.

[bookmark: _Toc228827266]5.9 Conclusion 
This dissertation demonstrates that AI-enabled digital marketing offers significant potential for SMEs, but its successful adoption depends on more than technological availability. The findings show that organisational capability, ethical considerations and strategic service design play a critical role in shaping adoption outcomes. By extending the TOE framework and developing a structured business development model, this study provides both theoretical and practical contributions. While the research is limited by its reliance on secondary data and Western-focused literature, it offers a valuable foundation for understanding how SME-sized digital marketing agencies can deliver AI-enabled services effectively. The study is significant in bridging the gap between technological potential and practical implementation, contributing to both academic research and industry practice.
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