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Abstract— This study investigates the impact of Artificial 

Intelligence (AI) applications on enhancing and developing the 

performance of small and medium enterprises (SMEs), which are 

fundamental to economic development and entrepreneurial 

growth. The objective is to determine how recent developments 

in AI have contributed to SME growth, including increases in 

productivity and profitability, as well as improvements in 

employee efficiency and productivity. The paper concludes that 

SMEs can benefit significantly from AI techniques, particularly 

in automating administrative tasks, freeing up time for business 

development. The findings suggest that SMEs can leverage AI to 

accelerate their annual growth and achieve positive outcomes in 

various areas of operation. Thus, the study highlights the critical 

role of AI in promoting SME performance and its potential as a 

valuable tool for the continued development of small and 

medium-sized enterprises. 
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I. INTRODUCTION

The Fourth Industrial Revolution, characterized by 
technological advancements and transformations, has given 
rise to tremendous technological development and has led to 
the emergence of artificial intelligence (AI) [1]. AI has become 
a critical driver of progress, growth, and prosperity in the 
coming years, with various applications in research [2], 
judiciary [3] arbitration [4], education [5], military, industrial, 
economic, technical, medical, and service sectors [6]. The 
increasing complexity and problems associated with achieving 
developmental goals in various fields have led to the expansion 
of information and communication technology and digital 
transformation. AI is one of the computer sciences that 
simulates human intelligence through applications of artificial 
intelligence, which can make the best decision and perform 
tasks that focus on elicitation, innovation, and perception in 
light of uncertainty, and it is at the heart of modern economic 
policies [7]. 

SMEs play a crucial role in economic development at all 
levels of the economy. SMEs represent more than 90% of 
global companies and account for 50% to 60% of employment. 
In the least developed countries, SMEs represent between 40% 
and 80% of industrial employment, making them the most 
labour-intensive and influential in the distribution of income 
compared to large enterprises [8]. The development of SMEs 
and the extent to which they are affected by the techniques and 
applications of artificial intelligence on their systems are 
critical. This article focuses on examining the ways in which 
AI-powered marketing might enhance the capabilities of small 
and medium-sized enterprises (SMEs). AI-driven marketing 
utilizes artificial intelligence technology to boost marketing 
techniques, allowing small and medium-sized enterprises 
(SMEs) to obtain profound insights into client behavior, 
customize marketing campaigns, and optimize their marketing 
endeavors. SMEs may gain a competitive advantage, even with 
limited resources, by implementing AI-powered marketing 
solutions. 

In light of these developments, this paper presents a 
comprehensive literature review on the role of AI in improving 
and developing the performance of SMEs. The paper analyzes 
the various ways in which AI has been applied in the context of 
SMEs, such as increasing productivity and profitability, 
optimizing business processes, and improving employee 
efficiency. It also examines the challenges that SMEs may face 
when adopting AI applications and provides insights into how 
these challenges can be overcome. 

Therefore, the objective of this study is to determine how 
recent developments in AI have contributed to SME growth, 
including increases in productivity and profitability, as well as 
improvements in employee efficiency and productivity. The 
findings suggest that SMEs can leverage AI to accelerate their 
annual growth and achieve positive outcomes in various areas 
of operation. As such, this study highlights the critical role of 
AI in promoting SME performance and its potential as a 
valuable tool for the continued development of small and 
medium-sized enterprises. 
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II. THE IMPORTANCE OF ARTIFICIAL 

INTELLIGENCE 

The rapid development and changes witnessed in all areas 
and fields, especially scientific ones, are a result of the 
technology revolution, including the emergence of artificial 
intelligence (AI) applications characterized by lower cost and 
higher quality compared to the systems that preceded them [9]. 
AI has become the nucleus of creating knowledge and ideas that 
improve the efficiency of organizational performance and 
decision-making processes through analysing large amounts of 
data. 

Information and communication technology (ICT) has 
transformed society and the business environment in all 
fields significantly, with the growth and development of 
networks, emergence of technologies, and the arrival of 
internet networks to all parts of the earth. All 
institutions and the business environment are changing 
to keep pace with the applications and technologies of 
AI, with the world moving towards automation of work 
systems and administrative devices such as accounting, 
marketing, resource planning, production methods, and 
more. AI-powered marketing provides several concrete 
advantages for small and medium-sized enterprises (SMEs), 
including: 
- Customized consumer Experiences: Artificial intelligence
systems examine consumer data to create tailored marketing 
messages, enhancing involvement and loyalty. 
- Automated Campaign Management: AI systems have the
capability to automate the process of creating, managing, and 
optimizing marketing campaigns, hence assisting small and 
medium-sized enterprises (SMEs) in efficiently reaching their 
desired target audiences. 
- Data-driven decision making refers to the use of AI-powered
analytics to give small and medium-sized enterprises (SMEs) 
with actionable insights. These insights enable SMEs to make 
real-time modifications to their marketing plans. 

These advancements have extended to all sectors, including 
the education, military, and health sectors [10]. 

AI has enabled computing to perform natural tasks that 
were previously performed by humans, such as drawing, 
handicrafts, face recognition, making shapes, interpreting texts, 
translating, and driving cars and planes. AI is considered one of 
the most important modern sciences resulting from the 
convergence of the technical revolution in the field of systems 
science, computer and automatic control, and the use of AI 
techniques that can make advanced decisions through 
inferences that exceed human capabilities in searching for 
complex concepts and solving problems [11]. 

Artificial intelligence (AI) has become increasingly 
important in various fields due to the technology revolution and 
digital transformation. It has been described as the "new oil" 
because of its fundamental role in strategic plans for achieving 
economic goals [11]. AI has proven to be capable of simulating 
human intelligence and performing tasks that are beyond 

human capability. The success of AI is evident in various 
models such as the Deep Blue program, which defeated Garry 
Kasparov, the world chess champion, in 1977 [12]. In 1996, a 
driverless car known as Ralph covered a distance of about 
2,800 miles between Washington and San Diego, California, at 
an average speed of 63 miles per hour in the rain and at night 
[12]. Another example is the American space company, NASA, 
which entrusted the responsibility of leading the spacecraft to 
an AI system in 1999, marking the first time space was 
discovered without an astronaut inside the vehicle [12]. 

Artificial intelligence systems, tools, and programs have 
become increasingly prevalent in all fields and institutions, 
leading to a revolution in the world of technology and 
information. AI is comprised of databases and the ability to 
infer, enabling it to simulate human thinking and reasoning 
[12]. AI techniques such as expert systems, neural networks, 
and systems genetic algorithms have been developed to 
simulate human intelligence and to perform complex tasks in 
various fields such as healthcare, finance, education, and 
transportation. AI has the ability to predict the future, analyze a 
large amount of data, and acquire new experiences and skills, 
making it a crucial goal for all institutions and fields [13]. 

In conclusion, AI has become a crucial aspect of modern 
society and has the potential to improve the efficiency of 
performance and decision-making processes in various fields. 
Its significant contributions to society have led to the 
development of various AI techniques and models that simulate 
human intelligence. The importance of AI will continue to grow 
in the future, making it an essential aspect of digital 
transformation and economic growth. 

III. THE SIGNIFICANCE OF SMALL AND MEDIUM ENTERPRISES 

IN DRIVING ECONOMIC DEVELOPMENT 

In recent years, the importance of (SMEs) in economic 
development has become increasingly recognized. SMEs are 
now considered one of the most important pillars of economic 
and social development, particularly in developing countries, 
due to their positive role in providing job opportunities and 
reducing unemployment, as well as their contribution to the 
provision of basic goods and services needed by society, 
especially those with limited income. According to a report by 
the World Bank, (SMEs) account for more than 90% of 
businesses worldwide and are responsible for creating up to 
80% of employment in some countries [14]. 

Many countries are now actively encouraging SMEs, as 
they have proven to be efficient in stimulating economic 
activity and providing intermediate goods needed by larger 
enterprises in the production process. They also absorb a 
significant number of unskilled and medium-skilled labor, 
which is a significant advantage in developing countries where 
there may be limited expertise and capabilities. The 
Organisation for Economic Cooperation and Development 
(OECD) emphasises the importance of small and medium-sized 
businesses in promoting economic growth, job creation, and 
poverty reduction [15].This characteristic of SMEs is also a 
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means of reducing poverty and providing employment 
opportunities for low-income individuals. 

Moreover, SMEs can also contribute to the provision of 
intermediate commodities needed by larger enterprises in the 
production of goods, which has led to an increase in exports in 
some countries. The ability of SMEs to absorb a large number 
of unskilled or medium-skilled workers has also become one of 
their advantages. Additionally, SMEs have the capability to 
bear the costs of production and control, which has made some 
large projects depend on them for the production of 
intermediate goods and other necessary supplies. As a matter of 
fact, most large-scale projects had their beginnings as small or 
medium-sized projects. 

Small and medium enterprises (SMEs) play a crucial role in 
economic and social development, particularly in developing 
countries, by creating jobs, providing basic goods and services, 
and producing intermediate goods, making them a vital 
component of any sustainable economic growth strategy. 
According to [16], SMEs' importance can be categorized into 
several points. 

A. The Economic Role

Firstly, SMEs enhance the labor force through their 
relatively low cost of production, which allows them to absorb 
a large number of workers. This is supported by [17], which 
states that SMEs are major contributors to employment 
generation in many countries, especially in developing ones. 

Secondly, SMEs' ease of obtaining capital from various 
sources allows one person or worker to form the productive 
force based on their capabilities and savings. This is in line with 
[18], which states that SMEs often rely on their own resources 
or informal sources of finance for their capital needs. Thirdly, 
SMEs work to raise productivity due to their small size, which 
facilitates monitoring and follow-up of the production line. 
This is supported by [19], which states that SMEs' small size 
makes it easier for them to adapt to changes and respond to 
customers' needs. 

Fourthly, SMEs contribute to increasing exports through 
import and export activities. This is in line with [20], which 
states that SMEs play a significant role in facilitating 
international trade and increasing the competitiveness of 
domestic economies. Finally, SMEs work to provide the market 
requirements of goods and services and provide intermediate 
goods and the needs of major projects. This is supported by 
[21], which states that SMEs often specialize in producing 
intermediate goods and providing essential services, making 
them critical players in supply chains. 

Overall, SMEs' economic role is crucial to promoting 
economic activity and sustainable economic growth, especially 
in developing countries.. 

B. The social role

      (SMEs) have a significant impact on society, particularly 
given their ability to involve individuals across various income 
levels [22]. SMEs play a role in achieving social balance by 
providing job opportunities and enhancing the education and 

skills of workers, ultimately increasing innovation and 
technical expertise [23]. Moreover, these enterprises help to 
prevent migration from rural to urban areas since they allow 
individuals to work alongside their families and communities 
[24]. They can also create structural changes that improve the 
standard of living of individuals by reducing poverty and 
mitigating income inequality [25]. 

IV. AUTOMATION OF SMALL AND MEDIUM
ENTERPRISES 

Artificial intelligence (AI) has become a critical tool for 
advancing and developing any activity or project. The success 
of AI applications and its proven efficiency in solving issues 
and problems with the best results has improved the 
performance of economic institutions. (SMEs) have recognized 
the positive impact of AI and have started introducing AI 
systems into their businesses to benefit from its applications 
and improve their competitiveness. According to a recent report 
by Grand View Research, the global AI market size is expected 
to reach $390.9 billion by 2025, with SMEs accounting for a 
significant share of this growth [26]. 

SMEs play a vital role in economic and social development, 
especially in developing countries, by providing job 
opportunities, basic goods and services, and intermediate 
goods. They are also characterized by their ability to enhance 
the labor force through their relatively low cost of production, 
which absorbs a large number of workers. SMEs help to 
achieve social balance by providing job opportunities and 
raising the level of skill and education among workers, which 
increases cultural level, innovation, and technical expertise 
[27]. 

The introduction of AI technologies has transformed the 
traditional form of SMEs that relied on routine and complex 
procedures into a more productive and competitive work 
environment. SMEs have introduced AI systems to increase 
productivity, develop management forms, and provide services 
in a manner consistent with the transformation of the work 
environment. With the onset of the COVID-19 pandemic, 
SMEs were forced to adapt and transform their business 
models, and the use of AI technologies helped to mitigate the 
impact of the pandemic on their businesses. A recent study 
showed that companies that had already adopted AI 
technologies before the pandemic were better able to withstand 
its effects [28]. 

The development of SMEs and digital transformation has 
become a primary goal because of the significant role they play 
in the development and introduction of AI systems. SMEs have 
realized that the introduction of AI technologies can increase 
production capacity, enhance competitiveness, and provide the 
best results and advantages. As a result, they have invested in 
the development of their administrative and financial 
organization, marketing strategies, and the form of production 
to meet market requirements and consumer desires [29]. 

In conclusion, SMEs are critical to economic growth and 
social development, and the introduction of AI systems has 
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helped to transform the traditional form of SMEs and increase 
their competitiveness. The use of AI technologies has become 
essential for SMEs to keep pace with the age of technology, 
respond to new market requirements, and overcome the 
challenges of digital transformation. 

A. The impact of artificial intelligence on jobs

When looking at artificial intelligence techniques, we find 
that it simulates the human mind through artificial intelligence 
programs and a robot, which threatens the existence of the 
human employee and causes a defect in the form of the job and 
shortens the life span of the employee within the company, and 
with the increase and spread of artificial intelligence and the 
spread of its advantages that it provides in improving 
performance Small and medium projects such as increasing 
productivity, improving efficiency, and supporting customer 
experience [30]. 

     Although artificial intelligence increases profits and 
avoids the percentage of errors and accuracy in decision-
making, and therefore the algorithms were the highest value, 
increased profits, and social development for their ability to 
overcome human defects, which affected the position and 
position of jobs as a result of replacing and replacing current 
jobs. functions that are compatible with artificial intelligence 
applications. 

    Accordingly, decision-makers and those interested 
tended to avoid fear and turmoil through the development of 
workers and their skills, which increases the percentage of 
higher skilled jobs to keep pace with artificial intelligence 
technologies  [31].  The reason for this is the emergence of deep 
learning programs, which is one of the applications of artificial 
intelligence, and some expectations and studies have concluded 
that artificial intelligence will affect the number and percentage 
of jobs in the world, which is done as a result of processing 
input data, and the OCED organization issued in 2013. [32] 

    Based on this, jobs differed partially or completely in the 
workplace as a result of the power of programs, computing and 
robots.  There is no doubt that artificial intelligence, despite the 
concerns that hover around it, but that artificial intelligence 
increases creativity and innovation and creates new jobs as a 
result of the rapid development of artificial intelligence and its 
use in analyzing administrative data and project information. 

    As for jobs that enjoy less skilled jobs, they will be at risk 
and disappear because they depend on craft skill and manual 
work, but those jobs can be saved by developing their skill and 
training them to deal with artificial intelligence techniques. 

B. The impact of artificial intelligence on the work structure

Artificial intelligence (AI) applications have a significant 
impact on the form of work, market structure, and 
competitiveness. By introducing AI systems, businesses can 
better organize their work and management, resulting in 
increased productivity and higher quality products and services 
at lower prices. AI also increases the demand for technological 
labor as companies require skilled workers to develop and 
maintain these systems. A recent study has shown that the 
adoption of AI technologies leads to higher productivity and an 

increase in the number of jobs that require advanced technical 
skills. Moreover, companies that adopt AI technologies are 
more likely to have a competitive advantage over their 
competitors in the market [33]. Also, it contributes to 
increasing the capital because it reduces the value of costs and 
assets, which increases the profits and returns of the project. 

Refining the financing mechanism for small and medium 
enterprises through the use of artificial intelligence 

   The funding of (SMEs) is a significant obstacle to the 
establishment and growth of these businesses. In traditional 
methods of financing, SMEs rely on self-efforts and 
crowdfunding by collecting money from a large number of 
people. However, artificial intelligence (AI) has enabled 
crowdfunding to take place through AI applications, and 
electronic platforms such as the stock exchange also contribute 
to crowdfunding work [34]. 

To improve financing for SMEs, various strategies have 
been proposed, including the development of financial 
technology innovations to avoid banking penetration and 
expanding financial inclusion services that are difficult to 
access traditionally. Additionally, improving credit systems, 
providing guarantee facilities, introducing credit incentives and 
facilitating procedures, developing financial infrastructure, 
enacting new banking legislation, and creating a regulatory 
environment for SMEs are suggested measures. Technology 
use in government institutions and structural changes to 
streamline processes and encourage SME applicants to 
complete their projects are also recommended [35]. 

V. CONCLUSION

Artificial intelligence has become an increasingly important 
tool for institutions seeking to improve their performance. It has 
proven its ability to solve issues and transform the business 
environment across a variety of fields. Artificial intelligence 
applications, such as algorithms, neural networks, big data 
storage, and machine learning, have provided significant 
benefits for management operations and work processes within 
institutions. As (SMEs)  have become recognized for their role 
in economic development, their owners have become 
increasingly interested in automating their projects to ensure 
their continued growth and success. This involves streamlining 
administrative systems, developing new products, enhancing 
innovation capabilities, promoting competitiveness, and 
expanding their market reach. Emphasizing AI-driven 
marketing as a primary use for SMEs highlights the tangible 
advantages that AI can provide. Through the utilization of AI-
powered marketing, small and medium-sized enterprises 
(SMEs) may improve their marketing skills, reinforce client 
connections, and attain long-lasting expansion in highly 
competitive marketplaces. 
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