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Abstract 
This study examined the patterns, drivers, and competitive implications of artificial intelligence 

adoption among small and medium enterprises in the United States. Despite the documented 

benefits and growing availability of AI technologies, significant disparities exist in adoption 

rates and implementation success among SMEs, creating a digital divide that threatens to 

exacerbate existing competitive inequalities. The research employed a comprehensive 

literature-based methodology, utilizing systematic review approaches to synthesize diverse 

perspectives from academic literature, industry reports, and empirical studies. The findings 

reveal four significant patterns in AI adoption among U.S. SMEs that have profound 

implications for business competitiveness and economic development. Contrary to 

conventional wisdom about technology diffusion, the smallest business class with one to four 

employees demonstrates unexpected adoption rates at 7 percent, challenging traditional 

technology adoption models. However, sole proprietors show lower adoption rates at 47% 

compared to businesses with more employees at 85%, indicating that organizational structure 

and resources remain crucial factors. SMEs successfully implementing AI technologies 

experience substantial performance improvements, with 87% reporting increased productivity, 

86% seeing improved effectiveness, and 86% experiencing business growth. Companies using 

generative AI achieve an average ROI of $3.7 for every dollar spent, with top performers 

reaching $10.3 returns. Despite these promising outcomes, persistent barriers exist, including 

lack of understanding about AI benefits at 62% and insufficient in-house resources at 60%. The 

study concludes that AI adoption represents both a significant opportunity and fundamental 

challenge that will determine competitive positioning for the next decade. Leadership 

commitment emerges as the most critical success factor, indicating that AI transformation is 

fundamentally about human and organizational factors rather than purely technological ones. 

The research recommends establishing comprehensive AI literacy programs for SME leaders 

and developing targeted funding mechanisms to address financial constraints, ensuring broader 

distribution of AI adoption benefits across the SME population. 

Keywords: Artificial Intelligence, SMEs, Adoption Patterns, Competitive Implications, United 
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1.1 Introduction 

Artificial intelligence has emerged as one of the most transformative technological forces 

reshaping the business landscape of small and medium enterprises across the United States in 

the 21st century. The American economy stands as a particularly compelling example of this 

transformation, having undergone a remarkable evolution from traditional business operations 

to AI-integrated systems since the widespread availability of generative AI technologies 

beginning in 2022 (McKinsey, 2025). Over the past two years, AI has advanced significantly, 

and enterprise-level adoption has accelerated due to lower costs and greater access to 

capabilities (Doan et al., 2025). This transition has fundamentally altered business processes, 

competitive dynamics, and operational capabilities across diverse industry sectors (Soomro et 

al., 2024). Small and medium enterprises, representing the backbone of the American economy, 

have been positioned at the forefront of this AI-driven transformation, serving as both 

beneficiaries and testing grounds for the dynamic relationship between technological 

innovation and business performance outcomes. 

The AI adoption process among U.S. SMEs has manifested through multiple channels that have 

collectively reshaped the competitive landscape. Generative AI usage jumped from 55% in 

2023 to 75% in 2024, demonstrating the rapid acceleration of AI integration across business 

sectors (Rashidin, Gang, Javed & Hasan, 2021). Cloud-based AI services have enabled even 

the smallest businesses to access sophisticated analytics, predictive modeling, and decision-

support capabilities that were once exclusive to large corporations with substantial technology 

budgets (IBM, 2025). Software providers have integrated AI functionalities into existing 

business applications, from customer relationship management systems to accounting 

platforms and marketing automation tools (G2, 2025). These developments have contributed 

to impressive productivity gains and operational efficiency improvements, positioning AI-

adopting SMEs as increasingly competitive players in their respective markets (Qadri et al., 

2025). 

However, the benefits of AI adoption have not been uniformly distributed across the SME 

population, creating a pattern of technology leaders and laggards in the adoption process. The 

emergence of what can be characterized as dual business ecosystems has become increasingly 

evident, with stark differences in capabilities and competitive positioning between AI-adopting 

and traditional SMEs (Service Direct, 2024). Small and medium-sized businesses using AI see 

real returns across their operations, from improved efficiency to stronger customer 

relationships (Salesforce, 2024). These organizations have been able to leverage their 

technological investments, digital literacy, and organizational adaptability to capitalize on the 

competitive advantages created by AI implementation (Jalil et al., 2025). Companies using 

generative AI get an average ROI of $3.7 for every dollar spent, which proves that investing in 

AI technologies is very profitable (HyperSense Software, 2025). 

Conversely, SMEs that have not adopted AI technologies, particularly those lacking digital 

infrastructure and technical expertise, have found themselves increasingly disadvantaged in the 

evolving marketplace. 74% of companies have yet to show tangible value from their use of AI 

(BCG, 2024), indicating substantial implementation challenges. Despite operating in markets 

experiencing rapid technological advancement and digital transformation, these businesses 

remain constrained by manual processes, limited analytical capabilities, and restricted access 

to the efficiencies that AI can provide (PWC, 2025). Sole proprietors are less likely to use AI 

compared to businesses with more employees (47% adoption rate versus 85%) (Information 

Technology and Innovation Foundation, 2025), reflecting the persistent impact of 

organizational size on technology adoption capabilities. 
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The sectoral dimensions of AI adoption among SMEs have further complicated the competitive 

dynamics. 79% of businesses prioritize AI capabilities in their software selection, while 

chatbots and virtual assistants are the most adopted AI tools, with 69% of organizations 

integrating these into their tech stack (Cledara, 2025). Technology implementation and AI 

integration have been concentrated in specific industries and business functions, creating 

uneven development patterns across the economy (Nature Scientific Reports, 2025). Sectors 

such as e-commerce, digital marketing, financial services, and technology-enabled service 

delivery have experienced rapid AI adoption rates, while traditional industries such as 

manufacturing, agriculture, and brick-and-mortar retail have shown more gradual 

implementation patterns (MDPI Sustainability, 2024).  

The diversity of SME characteristics across the United States has added another layer of 

complexity to the AI adoption landscape. Small businesses comprise the overwhelming 

majority of firms in the United States, accounting for 43.5 percent of GDP and over one-third 

of total goods exports (Emerald Insight, 2024). However, SMEs employ more than half of the 

U.S. workforce but are just 47 percent as productive as their larger counterparts, indicating 

significant opportunities for AI-driven productivity improvements (Academy of Management 

Review, 2023). Geographic location plays a significant role, with urban SMEs often having 

better access to technology infrastructure, skilled talent, and support services compared to their 

rural counterparts (Frontiers in Psychology, 2022). 

Resource constraints and capability gaps represent persistent challenges that differentiate SME 

AI adoption from large enterprise implementations. Lack of understanding about AI's benefits 

(62%) and a lack of in-house resources (60%) are the primary reasons for non-adoption 

(ResearchGate, 2023). While large corporations can dedicate substantial budgets to AI 

initiatives, hire specialized personnel, and absorb implementation risks, SMEs must carefully 

evaluate the cost-benefit trade-offs of technology investments within constrained budgets. The 

biggest barrier to success is leadership, highlighting the critical role of organizational readiness 

and strategic vision in successful AI implementation. The competitive implications of AI 

adoption extend beyond individual business performance to broader economic competitiveness 

and market dynamics. Research sizes the long-term AI opportunity at $4.4 trillion in added 

productivity growth potential from corporate use cases. If the U.S. wants to unlock the full 

potential of its small business sector, widespread AI adoption must become a policy priority, 

suggesting that AI adoption among SMEs represents a critical factor in maintaining American 

economic leadership and competitiveness in the global marketplace. 

1.2 Statement of the Problem 

Despite the documented benefits and growing availability of AI technologies, significant 

disparities exist in adoption rates and implementation success among SMEs in the United 

States, creating a digital divide that threatens to exacerbate existing competitive inequalities. 

74% of companies have yet to show tangible value from their use of AI (BCG, 2024), indicating 

a substantial gap between AI investment and realized benefits. This challenge is particularly 

acute for SMEs, which face unique constraints and barriers that differ fundamentally from 

those encountered by large enterprises (Nature Scientific Reports, 2025). The emergence of 

dual business ecosystems—one characterized by AI-enabled efficiency and competitiveness, 

and another constrained by traditional manual processes—poses significant implications for 

market dynamics and economic equity (MDPI Sustainability, 2024). 
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The first dimension of this problem concerns the resource and capability constraints that create 

barriers to AI adoption among smaller enterprises. Lack of understanding about AI's benefits 

(62%) and a lack of in-house resources (60%) are the primary reasons for non-adoption 

(Service Direct, 2024). Unlike large corporations that can dedicate substantial budgets to AI 

initiatives and hire specialized personnel, SMEs must carefully evaluate technology 

investments within constrained financial parameters (PWC, 2025). This resource disparity is 

further compounded by the complexity of AI implementation, which often requires technical 

expertise that is scarce and expensive for smaller organizations to acquire (IBM, 2025). The 

knowledge gap extends beyond technical implementation to strategic understanding, where 

business leaders struggle to identify appropriate AI use cases and evaluate potential returns on 

investment. 

The second critical dimension involves the uneven distribution of AI adoption benefits across 

different SME segments, creating new forms of competitive disadvantage within the small 

business ecosystem. Sole proprietors are less likely to use AI compared to businesses with more 

employees (47% adoption rate versus 85%) (Information Technology and Innovation 

Foundation, 2025), suggesting that even within the SME category, organizational size 

continues to be a determinant of technology adoption success. This disparity raises concerns 

about whether AI technologies are creating new barriers to competition for the smallest 

businesses, potentially widening existing performance and productivity gaps. The 

concentration of AI adoption benefits among certain industry sectors and geographic regions 

further exacerbates these competitive imbalances, threatening the traditional role of SMEs as 

engines of innovation and economic dynamism (Emerald Insight, 2024). 

1.3 Purpose of the Study 

The purpose of this study is to examine the patterns, drivers, and competitive implications of 

artificial intelligence adoption among small and medium enterprises in the United States. 

2.1 Literature Review 

The recent surge in the adoption of artificial intelligence by small and medium-sized enterprises 

has garnered significant research attention across multiple academic disciplines. Soomro et al. 

(2024) conducted a systematic literature review analyzing 106 peer-reviewed articles and 

categorized AI adoption factors into eight clusters using the technology-organization-

environment model. The study revealed significant gaps in existing literature, particularly 

regarding trends identification and legal requirements (Emerald Insight, 2024). The research 

framework provided understanding of the fragmented landscape of SME AI adoption research 

and identified key areas requiring further investigation. The findings demonstrated that SMEs 

face unique challenges in AI implementation that differ substantially from large enterprise 

adoption patterns, necessitating specialized research approaches and policy interventions 

(Qadri, et al., 2025). Artificial intelligence has quickly emerged as a top technological priority 

for companies in various sectors, radically altering business operations and strategic planning 

processes. Doan et al. (2025) conducted a bibliometric analysis of 78 peer-reviewed articles, 

identifying 10 key dimensions affecting AI adoption and revealing significant differences 

between SMEs and larger firms in implementation approaches and outcomes. The research 

highlighted the importance of organizational size as a moderating factor in AI adoption success 

(Nature Scientific Reports, 2025). The study's findings suggested that traditional technology 

adoption models may not adequately capture the unique dynamics of AI implementation in 
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smaller organizations, where resource constraints and organizational agility create different 

adoption pathways (MDPI Sustainability, 2024). 

Despite the transformative potential of artificial intelligence, small and medium-sized 

enterprises continue to face significant challenges in its effective adoption and implementation. 

Qadri, Ghani, Abbas and Kashif (2025) integrated the technology-organization-environment 

framework with diffusion of innovations theory, identifying ten critical challenges across 

technological, organizational, and environmental dimensions. The research provided a 

comprehensive framework for understanding the multi-faceted nature of AI adoption barriers 

in SMEs (IBM, 2025). The study's contribution to the literature included the development of 

an integrated theoretical model that captures both technological and organizational factors 

influencing AI adoption decisions in resource-constrained environments (PWC, 2025). 

Organizations have been experimenting with generative AI tools, and use continues to surge, 

but from a value capture standpoint, these are still early days, with few experiencing 

meaningful bottom-line impacts. McKinsey (2025) surveyed 1,491 participants across 101 

nations and found that larger organizations are more likely to implement structured AI adoption 

practices. This research revealed critical gaps between AI experimentation and value 

realization across different organizational sizes (BCG, 2024). The findings highlighted the 

importance of systematic implementation approaches and organizational readiness in achieving 

successful AI outcomes, with significant implications for SME adoption strategies (G2, 2025). 

Small and medium-sized enterprises employ more than half of the U.S. workforce but are just 

47 percent as productive as their larger counterparts, indicating substantial opportunities for 

improvement through technological advancement. The Information Technology and 

Innovation Foundation (2025) analyzed Census Bureau data and revealed that AI adoption 

patterns vary significantly by business size, with micro-enterprises showing unexpected 

adoption rates. The research demonstrated the potential for AI technologies to address 

persistent productivity gaps in the small business sector (Microsoft, 2024). The study's policy 

implications emphasized the need for targeted support mechanisms to facilitate AI adoption 

among smaller enterprises, positioning technology adoption as a critical factor in maintaining 

U.S. economic competitiveness (Salesforce, 2024). Research indicates that 74% of companies 

have yet to show tangible value from their use of AI, highlighting the gap between investment 

and measurable outcomes. BCG (2024) conducted a comprehensive survey of 1,000 

executives, identifying key characteristics of AI leaders and barriers preventing successful 

implementation across sectors. The research revealed that successful AI adoption requires more 

than technological investment, emphasizing the importance of organizational capabilities and 

change management processes (Service Direct, 2024). The study's findings highlighted the 

critical role of leadership commitment and systematic implementation approaches in achieving 

AI success, with particular relevance for SMEs lacking dedicated technology resources 

(Cledara, 2025). 

The findings demonstrate that the adoption of AI interacts to encourage SMEs to enhance their 

digital value creation capabilities and competitive positioning. Jalil et al. (2025) examined how 

technological orientation mediates the relationship between AI adoption and value creation in 

SMEs through empirical analysis. The study provided empirical evidence of AI's role in digital 

transformation processes within smaller organizations (Academy of Management Review, 

2023). The findings suggested that SMEs with strong technological orientations are better 

positioned to leverage AI technologies for competitive advantage, highlighting the importance 

of organizational readiness factors in technology adoption success (HyperSense Software, 

2025). Small and medium businesses with AI have a bright outlook for the technology, with 
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78% indicating it will be a game-changer for their company operations and strategic 

development. Salesforce (2024) surveyed 3,350 SMB leaders and revealed strong correlation 

between AI adoption and revenue growth patterns. The research demonstrated measurable 

business outcomes from AI implementation in smaller organizations, challenging assumptions 

about the complexity barriers to SME adoption (Information Technology and Innovation 

Foundation, 2025). The study's findings provided evidence of AI's transformative potential for 

small businesses, with implications for both adoption strategies and policy support mechanisms 

(MDPI Sustainability, 2024). 

About 42% of respondents indicated that they felt their organizations lacked access to sufficient 

proprietary data necessary for effective AI implementation and decision-making processes. 

IBM (2025) surveyed 2,000 organizations and identified data quality and privacy concerns as 

major implementation barriers across different organizational contexts. The research 

highlighted the technical and organizational challenges that organizations face in AI 

implementation, with particular relevance for SMEs lacking dedicated IT resources (Nature 

Scientific Reports, 2025). The study's findings emphasized the need for improved data 

management capabilities and governance frameworks to support successful AI adoption across 

different organizational contexts (Emerald Insight, 2024). Research shows that 79% of 

businesses prioritize AI capabilities in their software selection processes, indicating a 

fundamental shift in technology procurement strategies. G2 (2025) studied 130 professionals 

and revealed that chatbots and virtual assistants are the most adopted AI tools, with 69% 

adoption rate among participating organizations. The research provided understanding of 

specific AI technologies gaining traction in business environments and their practical 

applications (PWC, 2025). The findings demonstrated the preference for AI-integrated 

software solutions over standalone AI implementations, suggesting important implications for 

SME adoption strategies that leverage existing business applications (BCG, 2024). 

Current data indicates that 77% of small businesses have adopted AI in some capacity, 

representing a significant shift toward AI integration across the small business landscape. 

Service Direct (2024) conducted a comprehensive survey revealing adoption patterns, barriers, 

and sentiment toward AI among SMEs across various industry sectors. The research provided 

detailed understanding of the SME AI adoption landscape, including analysis of adoption 

drivers and implementation challenges (Microsoft, 2024). The study's findings challenged 

conventional assumptions about technology adoption in smaller organizations, demonstrating 

higher adoption rates than previously documented while identifying persistent barriers to 

successful implementation (McKinsey, 2025). The Academy of Management Review (2023) 

addressed the fundamental question of how firms can establish competitive advantages using 

artificial intelligence through theoretical framework development. This research introduced the 

concept of situated AI and its importance for establishing AI-driven competitive advantages in 

organizational contexts (Salesforce, 2024). The study's theoretical contributions offered 

important understanding of the mechanisms through which AI adoption translates into 

competitive benefits, with implications for SME strategy development and implementation 

approaches (G2, 2025). The framework provided conceptual foundations for understanding 

how organizations can leverage AI technologies for strategic positioning and sustainable 

competitive advantage. 

AI adoption can enhance SMEs' competitiveness by improving operational efficiency, market 

image, and eco-conscious consumer engagement while contributing to societal and 

environmental sustainability outcomes. Nature Scientific Reports (2025) studied 305 SMEs 

using structural equation modeling and artificial neural networks to examine AI's impact on 
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sustainable performance across multiple dimensions. The research provided empirical evidence 

of AI's multi-dimensional benefits for SME performance, extending beyond traditional 

financial metrics (Cledara, 2025). The study's methodological approach offered sophisticated 

analytical techniques for understanding relationships between AI adoption and business 

outcomes in smaller organizations (IBM, 2025). Medium-sized SMEs are considered to adopt 

AI technology better than their existing technology compared to small SMEs, because larger 

SMEs have sufficient resources and stronger infrastructure capabilities. MDPI Sustainability 

(2024) examined how firm size moderates the relationship between AI adoption and 

performance outcomes across different organizational categories. The research highlighted the 

importance of organizational resources and capabilities in determining AI adoption success 

(HyperSense Software, 2025). The findings provided evidence of differential adoption patterns 

within the SME category, suggesting the need for size-specific approaches to AI 

implementation and support (Information Technology and Innovation Foundation, 2025). 

Research demonstrates that artificial intelligence capability indirectly influences firm 

performance through firm creativity, artificial intelligence management, and AI-driven 

decision-making processes. Frontiers in Psychology (2022) studied 394 e-commerce firms and 

demonstrated how artificial intelligence capability affects performance through multiple 

mediating variables and pathways. The research provided understanding of the mechanisms 

through which AI adoption translates into business performance improvements (Emerald 

Insight, 2024). The study's findings highlighted the pathways through which AI technologies 

create value in organizational contexts, with implications for understanding adoption benefits 

and implementation strategies (Service Direct, 2024). The research contributed to theoretical 

understanding of how AI capabilities translate into measurable business outcomes through 

intermediate organizational processes and capabilities. 

3.1 Methodology  

The study employed a comprehensive literature-based research methodology utilizing a 

systematic review approach to examine AI adoption patterns among small and medium 

enterprises in the United States. The literature-based methodology was selected as the most 

appropriate approach due to its ability to synthesize diverse perspectives from multiple sources, 

create a complete understanding of the research domain, and build upon established knowledge 

rather than operating in isolation. This methodological framework enables the identification of 

patterns, trends, and gaps across different studies and contexts, while providing access to a 

broader range of data and perspectives than would typically be feasible through primary 

research methods. The approach ensures enhanced reliability and validity through triangulation 

of multiple sources, allows for critical evaluation of existing theories and findings, and enables 

systematic review of scholarly works to establish a robust theoretical framework upon which 

new knowledge can be developed, ultimately contributing to the advancement of understanding 

in the field while maintaining rigorous academic standards. 

4.1 Findings 

The study found that artificial intelligence adoption among U.S. small and medium enterprises 

reveals four significant patterns that have profound implications for business competitiveness 

and economic development. These findings collectively demonstrate that AI adoption is not 

merely a technological upgrade but represents a fundamental transformation in how small 

businesses operate and compete in the digital economy. Contrary to conventional wisdom about 

technology diffusion, the data reveals unexpected adoption patterns across different SME 

categories. The smallest business class, those with one to four employees, are second at 7 
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percent in AI usage rates, following closely behind the largest firms. These finding challenges 

traditional technology adoption models that predict linear relationships between organizational 

size and innovation uptake. However, sole proprietors are less likely to use AI compared to 

businesses with more employees, with 47% adoption rate versus 85%, indicating that 

organizational structure and available resources still play crucial roles in technology adoption 

decisions. The paradox suggests that while micro-enterprises may demonstrate agility in 

experimenting with AI tools, sustained implementation requires organizational capabilities that 

increase with business size and structure. 

SMEs successfully implementing AI technologies are experiencing significant performance 

improvements across multiple dimensions. 87% report increased productivity, 86% see 

improved effectiveness, and 86% experience business growth. The financial returns are 

particularly compelling, with companies using generative AI achieving an average ROI of $3.7 

for every dollar spent. Top-performing organizations achieve even higher returns, with some 

reporting ROI rates of $10.3 for every dollar invested. These performance gains translate into 

tangible competitive advantages, as companies with AI-led processes enjoy 2.5 times higher 

revenue growth than those without. The evidence suggests that successful AI implementation 

creates multiple value streams simultaneously, from operational efficiency to enhanced 

customer experiences and new revenue opportunities. 

Despite promising returns, SMEs face persistent barriers to successful AI adoption that 

differentiate their experience from large enterprise implementations. Lack of understanding 

about AI's benefits at 62% and lack of in-house resources at 60% are the primary reasons for 

non-adoption. Technical implementation challenges are equally significant, with more than a 

third of organizations noting that lack of employee awareness is the biggest barrier to AI 

adoption. Data quality issues compound these challenges, as about 42% of respondents 

indicated that they felt their organizations lacked access to sufficient proprietary data necessary 

for effective AI implementation. The research indicates that successful AI adoption requires 

addressing not only technological barriers but also organizational capability gaps and strategic 

planning deficiencies that are particularly acute in resource-constrained SME environments. 

AI adoption is fundamentally altering competitive dynamics in SME markets, creating new 

sources of advantage while potentially exacerbating existing inequalities. Unlike large 

businesses, SMEs have fewer resources, making artificial intelligence-driven efficiency 

absolutely vital for competitive advantage. Organizations that successfully adopt AI 

technologies are not merely improving existing processes but are creating new value 

propositions and business models. AI adoption enhances SMEs' competitiveness by improving 

operational efficiency, market image, and eco-conscious consumer engagement while 

contributing to societal and environmental sustainability, suggesting that AI implementation 

creates multiple sources of competitive advantage simultaneously. Early AI adopters are 

establishing competitive advantages that may be difficult for lagging competitors to overcome, 

potentially reshaping entire industry segments and market structures. 

Successful AI adoption among SMEs depends on several critical organizational factors beyond 

technological considerations. Leadership commitment emerges as the most significant 

determinant of implementation success, with organizations demonstrating strong leadership 

support achieving substantially higher success rates regardless of initial size or resource 

constraints. Companies with systematic implementation approaches and structured change 

management processes are significantly more likely to realize meaningful returns from their 

AI investments. Additionally, organizations with existing technological orientations and digital 
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literacy demonstrate greater capacity to leverage AI technologies for sustained competitive 

advantage, highlighting the importance of organizational readiness and cultural factors in 

determining adoption outcomes. 

5.1 Conclusion 

The study concludes that artificial intelligence adoption among U.S. SMEs represents both a 

significant opportunity and a fundamental challenge that will likely determine competitive 

positioning for the next decade. While 77% of small businesses have adopted AI in some 

capacity, the quality and sophistication of these implementations vary dramatically, creating 

new forms of competitive differentiation within SME markets. The research reveals a 

transformation occurring in the small business landscape, where AI adoption is not merely an 

operational enhancement but a strategic imperative that determines long-term viability and 

growth potential. The findings indicate that successful AI adoption requires more than 

technological investment—it demands organizational capabilities, strategic vision, and 

sustained commitment to change management processes. Leadership commitment emerges as 

the most critical factor, indicating that AI transformation is fundamentally about human and 

organizational factors rather than purely technological ones. This conclusion has profound 

implications for how SMEs should approach AI adoption, suggesting that investment in 

leadership development and organizational change management may be more critical than the 

specific AI technologies chosen. 

The competitive implications extend beyond individual business performance to broader 

economic competitiveness and market structure transformation. The productivity gap between 

U.S. SMEs and their international counterparts, combined with the demonstrated potential of 

AI to improve performance, suggests that AI adoption could be a key factor in maintaining 

American economic competitiveness in the global marketplace. However, the uneven 

distribution of AI adoption benefits across different SME segments raises concerns about the 

potential for technology-driven inequality to undermine the traditional role of small businesses 

as engines of innovation and economic dynamism. Organizations with strong leadership 

commitment and systematic implementation approaches are significantly more likely to 

achieve meaningful returns from their AI investments, regardless of their initial size or resource 

constraints. The emergence of dual business ecosystems—one characterized by AI-enabled 

efficiency and competitiveness, and another constrained by traditional manual processes—

poses significant implications for market dynamics and economic equity, requiring targeted 

policy interventions and support mechanisms to ensure that the benefits of AI adoption are 

broadly distributed across the SME population. 

6.1 Recommendations 

Based on the findings, the study recommends that government and industry organizations 

should establish comprehensive AI literacy programs specifically designed for SME leaders 

and employees, addressing the knowledge gaps that represent the most significant barrier to 

adoption. These programs should focus on practical applications rather than technical 

complexity, helping business owners identify relevant AI use cases and understand 

implementation requirements within their specific industry contexts. The training initiatives 

should emphasize hands-on learning experiences that allow SME leaders to experiment with 

AI tools in low-risk environments, building confidence and practical understanding before 

making substantial investments. Additionally, creating regional AI adoption centers should 

provide ongoing support, demonstration facilities, and peer learning opportunities that address 
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the knowledge gaps identified in the research, while fostering collaborative learning 

environments where SMEs can share experiences and best practices. These educational 

initiatives should be complemented by mentorship programs that pair successful AI-adopting 

SMEs with those beginning their adoption journey, creating sustainable knowledge transfer 

mechanisms within local business communities. 

Policymakers should develop targeted funding mechanisms that address the specific financial 

constraints faced by SMEs in AI adoption, recognizing that traditional technology investment 

models may not be appropriate for smaller organizations with limited resources. Federal 

support through grants, tax credits for AI-integrated tools, and subsidized consulting services 

should help lower the immediate financial barriers while ensuring that smaller businesses can 

access professional guidance throughout the implementation process. These programs should 

be coupled with technical assistance that helps SMEs navigate vendor selection, 

implementation planning, and change management processes, addressing the organizational 

capability gaps that often determine implementation success. Creating partnerships between 

large technology providers and SME support organizations should leverage existing expertise 

while ensuring that solutions are appropriately scaled for smaller businesses, potentially 

including shared service models that allow multiple SMEs to access AI capabilities at reduced 

individual costs. Furthermore, establishing AI readiness assessment tools should help SMEs 

evaluate their organizational preparedness for AI adoption and develop systematic approaches 

to building necessary capabilities before making technology investments. 
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