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Overview of the research topic
The study will examine the impact of AI-based personalisation on customer engagement and loyalty in the UK small and medium-sized enterprises (SMEs). According to scholars, the application of AI in marketing such as predictive advertising has resulted in more purchases online, enhanced customer satisfaction, and engagement (Kotyrlo et al. 2024). The primary objective of the research is to present evidence-based information on how AI tools are transforming customer relation and competitiveness of SMEs through personalising customer experiences. This will be accomplished through the consideration of marketing outcomes and key performance indicators.
Introduction to the subject area
The use of AI technologies has revolutionised the marketing business of companies by providing them with the ability to deliver more personalised experiences to their customers. Personalisation is important in the modern business world to enhance customer experience and loyalty especially in the case of SMEs. This is through the analysis of huge data concerning customers to discover insights that can lead to the development of custom experiences in a large scale (Okeke et al. 2024). SMEs in the UK are progressively embracing AI personalisation in order to enhance marketing activities, increase customer engagement, and retention. Nonetheless, such practices are not quite popular or always efficient, and thus the need to conduct more organized research of their practical results.
Rationale and Relevance 
An increasing access to AI tools provides UK SMEs with chances to compete with bigger corporations by relying on the data to provide more personalised services. The use of AI has already reported significant benefits to SMEs in the UK, including increased productivity, cost reduction, and customer satisfaction (British Business Bank, 2025). It is necessary to understand the role of these technologies in customer engagement and loyalty as a measure of strategic development and long-term success in marketing. The study is timely since it will address one of the knowledge gaps regarding the use of AI and measurable effects of AI on marketing performance within SMEs. It may give good information to business persons, policy makers and the researcher on digital transformation and customer relationship management.
Problem statement and its significance 
Increasing emphasis is being given to personalisation driven by AI and most small and medium players in the UK are not certain of how effective it is and the challenges of implementing it in practice. It lacks the comprehensive information on key barriers that prevented the effective use of AI by SMEs, particularly in the context of enhancing the marketing outcomes (Rai, 2024). The shortage of resources and technical expertise can frequently prevent companies to implement AI in a proper way, which leads to unequal marketing performance. This analysis is expected to estimate the impact of AI personalisation on customer engagement and loyalty, as well as define the actual troubles and the potential opportunities. AI-enabled data integration has offered the potential to bridge these functions and create closed-loop systems where customer experience strategies have been enhanced by insights from competitive intelligence directly and vice versa (Ofosu-Ampong et al. 2025). It seems significant as it helps SMEs to be directed on the path of evidence-based marketing approaches that can promote their competitiveness and enable the development of relationships with their customers over a long period of time.
Aims
The current research will aim to critically evaluate the impacts of AI-based personalisation that SMEs can experience on enhancing customer engagement and loyalty in the UK. 
Objectives
RO1: To examine how UK SMEs are adopting AI-enabled personalisation strategies within their marketing strategies 
RO2: To critically evaluate the impacts of AI-powered personalisation on customer engagement and loyalty among UK SME customers by analysing relevant KPIs
RO3: To analyse key challenges and opportunities SMEs experience in the UK while implementing AI-based personalisation 
RO4: To provide recommendations to UK SMEs for enhancing marketing outcomes effectively by increasing customer engagement and loyalty
Questions 
RQ1: How do SMEs adopt AI-enabled personalisation strategies within their marketing strategies? 
RQ2: How does AI-based personalisation influence customer engagement and retention among customers of UK SMEs based on the corresponding key performance indicators (KPIs)?
RQ3: What are the main challenges and opportunities faced by the UK SMEs in the process of implementing AI-based personalisation in marketing practices?
RQ4: Which suggestions can be used by UK SMEs in improving the marketing performance by enhancing customer engagement and loyalty while implementing AI personalisation?
Outline of what is intended to be explored
The research will address the prevalence of AI personalisation use among UK SMEs at present, quantify its impact on engagement and loyalty through the appropriate KPIs, and determine the crucial risks and opportunities. It will end with providing an action plan that can work to enhance the effectiveness of marketing of the SMEs due to the efficient application of AI technologies.
[bookmark: _heading=h.6qln4gtecem1]2. Literature review
Evaluating the adoption of the AI-driven personalisation in the UK SME marketing practices 
Earlier studies have established that certain technologies, such as AI, have been discovered to be useful in helping marketers gather vast quantities of information and process it to derive informative information and recognise opportunities to take strategic choices in real time (Rai, 2024). The personalisation process based on AI usage by the UK SMEs has been gaining momentum since companies are trying to become more competitive by using data to make decisions. The Technology-Organisation-Environment (TOE) Framework offers a theory that is used to evaluate the impact of technological readiness, organisational resources, and environmental pressures on AI adoption (Na et al., 2022). It may be observed that SMEs are usually limited by technological competency and financial ability, which influence the pace of AI integration. The Diffusion of Innovation (DOI) Theory further elaborates on the impact of the nature of innovation, like perceived usefulness and compatibility, on the adoption by smaller firms. Although people have a positive attitude towards AI, there is an obstacle in the form of high expenses, fears of data privacy, and the absence of top-down support (Zavodna et al., 2024). Thus, a careful evaluation of the adoption determinants can be achieved with the help of TOE and DOI paradigms that allow approaching the situation with UK SMEs to adopt AI personalisation tools in marketing settings.
Examining the effects of AI-based personalisation on the customer engagement rate enhancement.
AI analyses customer data to assist marketers in knowing what clients are fond of and the manner in which they act, and make more personalised content (Gowri, 2024). Personalisation through AI moves the customer interaction to the predictive and adaptive level, where the communication is shaped according to the preferences of the individual customer. Technology Acceptance Model (TAM) and Customer Experience (CX) Theory supplement the theoretical background of the study by offering an understanding of how perceived usefulness and user satisfaction determine the frequency of interaction with customers and the conversion rates. It can be observed that today AI technologies, in particular chatbots and virtual assistants, transform the way marketing functions by enhancing customer experiences through automation of services, personalised service, and interactive and smart conversation (Nwabekee et al., 2025). Nonetheless, the credibility with customers and visibility of data are key factors of retention. The introduction of the Engagement Theory emphasises that personalised interactions, which are meaningful, build emotional contacts which enhance satisfaction and conversion rates. Therefore, personalisation based on AI not only makes the engagement automated, but also more personal, thus building long-term relational value to SMEs exploring digital competitiveness.
Assessing the difficulties and strategic implications of the introduction of AI-based personalisation in SMEs. 
The introduction of AI-based personalisation faces a number of organisational, technical, and environmental issues in the context of SMEs (Lu et al., 2022). The theory of the Resource-Based View (RBV) describes the limitations of financial and technological resources with which SMEs can effectively use AI. According to previous research, a shortage of data, a shortage of a competent workforce, and regulatory issues, in particular, when it comes to compliance with the GDPR, are also considered as major obstacles (Jorgensen and Ma, 2025). Also, there is the Socio-Technical Systems Theory, which states that the achievement of AI integration is determined by the consistency of the pairing of human abilities and technological systems. Inefficiency or ethical issues in personalisation processes are usually caused by a mismatch. SMEs have to strike a balance between automation and authenticity as a strategic approach to ensuring customer loyalty. The chosen scholarly articles are found to be relevant for the current research as they highlight the key findings related to the challenges associated with AI implementation.
Analysing strategies for UK SMEs to enhance marketing outcomes through optimising the customer engagement strategies
Training and educating employees on SMEs should aim to achieve success in making sacrifices and enhancing AI-driven personalisation efforts (Okeke et al., 2024). The optimal usage of customer engagement strategies requires that SMEs integrate AI-driven insights with relationship marketing concepts. The Relationship Marketing Theory and Service-Dominant Logic (SDL) focus on the co-creation of value by constantly interacting and building trust. The theory of relationship marketing asserts that cooperative relationships, in most cases, can drive successful relationship marketing, which proves to be effective in entailing successful interpersonal interactions (Tangmo et al., 2022). Based on predictive analytics, automated segmentation and recommendation engines, SMEs can create individualised experiences that enhance loyalty and advocacy. By combining Customer Relationship Management (CRM) Theory with AI tools, SMEs will be able to convert data into actionable insights that will then inform retention strategies and targeted campaigns. It can be seen that with the help of data governance, omnichannel integration, and differentiation through data governance, the brand differentiation and responsiveness can be improved. When all this is merged with AI-fuelled accuracy and human-focused interaction, one can build a stronger relationship, which maximises the marketing output in SMEs with limited resources.
Literature gap
Available literature is largely about AI adoption and customer interaction with huge corporations, with little research done on UK SMEs. There is a paucity of literature that combines TOE, TAM, and RBV models to address the issue of adoption, engagement, and implementation issues simultaneously. Furthermore, the empirical evidence is lacking on the linkage between AI-based personalisation and quantifiable loyalty performance in SMEs. Filling this gap will offer practical information on the effective AI-enabled marketing strategies that can be adopted by smaller business entities. 
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Research philosophy 
The philosophy applied to this study is an interpretivist philosophy, which seeks to know the social reality and subjective experience regarding the issue of AI-based personalisation in SMEs in the UK. Interpretivism is more sensitive to deep variables and factors regarding a situation; it considers human beings as opposed to physical phenomena because they introduce additional layers of meaning on the assumption that human beings cannot be subjected to study in the same way as physical phenomena (Alharahsheh and Pius, 2020). Interpretivism is appropriate as it makes it possible to treat different opinions regarding the existing literature. It does not quantify variables, but it aims at creating meanings, behaviours and contextual effects; therefore, it is qualitative and exploratory in nature, just like the nature of the study.
Research approach 
This research study will adopt an inductive research approach to proceed with the data analysis processes. The inductive research approach adopts a bottom-up approach that allows researchers to move from specific observations to broader analysis and development theories from the analysis. The inductive research approach involves the processes of collecting new data, identifying the detailed patterns within the data sets, and developing a proper theoretical perspective to explain the patterns of the data. 
Research design 
The research has a descriptive study design because it aims to provide a descriptive picture of the influence of the AI-based personalisation on customer engagement and loyalty in the UK SME business. The design helps in explaining patterns, relationships and practices that have been achieved in previous research. It does not require variables to control or to establish causality, but it is aimed at describing real-life uses of AI in marketing.
Research strategy 
The qualitative research approach is used to explain the findings and generalise the results of the available literature. Qualitative studies delve deeper into the textures of human experience and perception, in a manner that its numerical translation may not, and it provides contexts and nuances (Lim, 2025). The approach is rather relevant when analysing secondary data, as the analyst will be able to better understand human, technological, and organisational variables influencing the adoption of AI. Qualitative studies will enable identifying key themes related to the engagement, loyalty and implementation issues that SMEs face.
Data collection method 
The methodology of the research will be founded only on the secondary data gathered in the form of peer-reviewed journals, government reports, and industry publications published between 2019 and 2025. Any researcher who works in secondary data can access quite a considerable amount of information that has been accumulated over the years, and the variables of the policy can be generated with ease, using it (Kumara, 2022). The search terms in databases, such as Google Scholar, Emerald Insight, ScienceDirect and Statista, will be AI-based personalisation, the UK SMEs, and customer engagement. Data from secondary sources will be used for conducting the analysis. The method will provide specific information which has been tested without going to the ground.
Data analysis method 
Collected literature will be analysed via thematic analysis that will involve identifying common patterns, categories, and concepts existing in studies. Thematic data analysis is largely concentrated on the identification of patterns, which, in turn, can be reported as the researcher-generated themes (Lochmiller, 2021). The themes will be the research objectives, adoption, engagement, challenges and the outcomes of marketing. This helps the researcher to make the best out of the complex qualitative information by synthesising it into internally consistent findings that reflect the theoretical and practical relationships in the research setting.
Sampling strategy 
The sampling method which will be used in the process of selecting the appropriate secondary sources will be a non-probability purposive sampling method; the secondary sources will be chosen on the basis of their immediate relevance to the research purpose. The majority of research articles use purposive sampling processes, as they are inherent in any paradigm of research and help to guarantee that a good sample is obtained without prejudice, which helps to ensure that the credibility and validity of results can be high (Nyimbili and Nyimbili, 2024). The criteria of selection will be the studies related to AI personalisation, SME marketing, and customer engagement in the UK or other similar economies. It will exclude non-English publications and publications earlier than 2018. This strategy will ensure that the analysis is informed only by quality and thematically charged content.
Ethical consideration 
No direct contact with the participants will transpire since the study will be a secondary study. The sources to be used will be the ones that are available to the public, credible and are published ethically to guarantee ethical compliance. The problem of plagiarism will be prevented by the full recognition of the authors with reference and the UWTSD Harvard citation style. The integrity and confidentiality of the data in the analysis will be maintained by the researcher, thus ensuring that he is transparent, objective and respectful of intellectual property.
[bookmark: _heading=h.712pg2av8k2a]4. Expected findings 
The main objective of the proposed study is to evaluate the effect of AI-based personalisation on the level of engagement and loyalty among customers in UK SMEs. It is assumed that using the current literature and logical reasoning, the research will be able to determine that there is a positive correlation between the use of AI-based personalisation tools, including predictive analytics, automated recommendations, and chatbots, and the positive customer engagement outcomes. Integration of AI in marketing has not only improved customer services but also increased the effectiveness of marketing campaigns significantly through adopting a personalised approach (Gorodetskiy, 2025). When used well, AI can help SMEs increase the rate of interaction, customer satisfaction, and repeat purchases with customers, thus it is likely to get more customers than those using the traditional marketing strategy.
In the research, it is also expected to identify that although AI has immense benefits, numerous SMEs have restraints that are related to insufficient technical skills, funds, and data management knowledge. Such barriers can be a stumbling block to the effective and constant adoption of personalisation strategies. This study has been underpinned by RBV and TAM for elaborating how firm resources, ease of use and perceived usefulness have driven technology adoption and competitive advantage effectively. 
Therefore, the results should reveal the distinct trends on how the adoption of AI can be associated with quantifiable marketing gains and client retention. Scholars have pointed out that SMEs have refused to embrace digitalisation; this has resulted in jeopardising their long-term viability (Schönberger, 2023). This urgent need for SMEs regarding embracing digital technologies has underlined the relevance of the findings of this study. The findings can be useful to SME managers and policymakers in identifying the best practices, overcoming implementation barriers, and developing evidence-based policies to have better relationships with customers and competitiveness in the digital market. However, ultimate conclusions can be different depending on the type of industry, size of the firm, and demographics of customers.
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The present study is based on secondary qualitative data, which can impair the quality and originality of the insights because of the possible bias in the existing sources and the inability to access the recent SME-specific data. This can be mitigated by including industry-relevant, peer-reviewed and diverse sources for ensuring credible and balanced interpretations. The scope of analysis can also be limited by time constraints and unavailability of data; however, careful selection of sources and their critical evaluation will help in ensuring validity, credibility and reliability.
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	Submission of the report 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	


Table 1: Gantt chart
(Source: Created by self)
This Gantt chart represents the scheduled time period for preparing the dissertation research report. The total duration will be 16 weeks, beginning on 6th October 2025 and concluding on 3rd February 2026. The process will start with initial meetings and proposal development, followed by conducting the research and confirming the chosen methodology. Throughout this period, the research will aim to identify and analyse key insights related to the study objectives. From week 12 to week 15, the main focus will be on refining and proofreading the dissertation, ensuring clarity and academic accuracy. The proofreading stage will involve identifying and correcting spelling errors, improving sentence structure, and verifying the accurate interpretation of data sets, leading to a polished and well-presented final report.
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The proposed research project focuses on the critical assessment of the impact of AI-based personalisation and its effects on customer engagement and loyalty in the marketing practices of UK SMEs. The research applies the interpretivist philosophy and qualitative, descriptive design based on the use of secondary data; as a result, the study aims to synthesise current evidence through the use of thematic analysis. The methodology guarantees that it is theoretically consistent with theoretical frameworks, including TAM, TOE, and RBV, which deliver an organised meaning of adoption trends, engagement indicators, and the difficulty of implementation. Finally, the given approach provides some useful information on how SMEs could successfully utilise AI technologies to improve their marketing performance and promote sustainable customer relationships in a competitive digital setting.
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