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Abstract 

Over the last decade, artificial intelligence 

(AI) has revolutionized digital marketing, 

fundamentally reshaping how retailers 

engage customers. AI technologies – 

including machine learning, natural 

language processing, and analytics – 

enable unprecedented personalization, 

automation, and insight into customer 

needs. In this review we synthesize 

literature from 2015–2025 on the impact of 

AI on customer experience (CX) within 

the retail sector’s digital marketing. Using 

a structured narrative approach, we 

identify key themes and applications: AI-

driven personalization and 

recommendation systems, conversational 

agents (chatbots/virtual assistants), 

sentiment and feedback analysis, and 

predictive analytics and automation. 

Findings consistently show that AI-

powered personalization and 

recommendation engines boost customer 

engagement, conversions, and loyalty. 

Conversational AI (chatbots) enhances 

service speed and satisfaction by providing 

round-the-clock support, significantly 

improving CX when usability is high. AI-

enabled sentiment analysis of reviews and 

social media yields deep insights into 

customer emotions, enabling data-driven 

service improvements. Predictive analytics 

allows retailers to forecast demand and 

tailor offerings (e.g. dynamic pricing, 

targeted promotions), further enhancing 

the customer journey. We also identify 

emerging trends—such as generative AI 

for hyper-personalization—and highlight 

literature gaps. Notably, few studies fully 

address ethical challenges: data privacy, 

algorithmic bias, and consumer trust issues 

remain underexplored. We conclude by 

discussing practical implications for retail 

marketers (e.g. integrating AI while 

ensuring transparency) and propose future 

research directions to fill identified gaps. 

Keywords: Artificial Intelligence (AI), 

Customer Experience (CX), Retail 
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Industry, AI Trends in Marketing, Digital 

Marketing 

 

 

Introduction 

The retail industry faces ever-growing 

competition in the digital economy, where 

customer experience (CX) is a key 

differentiator. Shoppers now expect highly 

personalized, seamless online interactions, 

and retailers are turning to AI-driven 

digital marketing tools to meet these 

expectations. Recent reviews note that AI 

is fundamentally transforming the 

marketing landscape, enabling 

significant gains in customer engagement, 

personalization, and operational efficiency. 

The retail sector in particular has been at 

the forefront of the AI revolution, widely 

adopting technologies like 

recommendation engines and chatbot to 

enhance consumer interactions. As a 

result, understanding AI’s impact on CX in 

retail digital marketing is vital for both 

scholars and practitioners. 

AI technologies analyze large datasets 

(e.g. purchase history, browsing behavior, 

social media) to infer individual 

preferences. Personalizationengines and 

advanced recommendation systems use 

machine learning to suggest products and 

offers tailored to each user, making 

shopping more relevant and efficient. 

Conversational agents (chatbot) use natural 

language processing to assist customers 

instantly, simulating human support and 

resolving queries at scale. Simultaneously, 

sentiment analysis and social listening 

tools mine customer reviews and feedback 

to uncover emotional drivers of 

satisfaction. Predictive analytics and 

automation leverage AI to forecast demand 

trends, optimize pricing, and trigger 

targeted marketing, all aimed at improving 

CX. Collectively, these AI capabilities 

promise a more responsive, personalized 

customer journey in retail. 

This paper reviews recent literature (2015–

2025) on how AI influences customer 

experience in retail digital marketing. We 

focus on thematic categories that have 

emerged as central in the scholarship: 

personalization/recommendation systems; 

chatbot and conversational AI; sentiment 

analysis and customer feedback mining; 

and predictive analytics/marketing 

automation. We also examine emerging 

trends (e.g. generative AI, AR/voice 

shopping) and identify gaps – such as data 

privacy and bias – to suggest directions for 

future research. By synthesizing academic 

findings, this review aims to provide a 
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comprehensive understanding of the state 

of knowledge on AI and CX in retail 

marketing and its implications for theory 

and practice. 

 

Methodology 

This narrative literature review employs a 

structured search and thematic analysis to 

identify relevant studies. We queried 

academic databases (Scopus, Web of 

Science, Google Scholar) for peer-

reviewed articles, conference proceedings, 

and industry reports from 2015 to early 

2025. Search keywords included 

combinations of “artificial intelligence,” 

“customer experience,” “digital 

marketing,” “retail,” and specific 

applications (e.g. “personalization,” 

“chatbots,” “predictive analytics,” 

“sentiment analysis”). We also reviewed 

reference lists of key papers and recent 

review articles. Inclusion criteria were that 

studies explicitly address AI applications 

in retail marketing contexts and discuss 

impacts on customer experience or 

satisfaction. In total, we identified several 

hundred sources and selected roughly 80 

highly relevant publications for detailed 

analysis. 

Each selected paper was read thoroughly, 

and insights were coded into thematic 

categories. Major themes were iteratively 

refined through constant comparison: 

personalization/recommendations, 

conversational agents, sentiment and 

feedback analysis, predictive 

analytics/automation, and emerging AI 

trends. Findings were synthesized 

qualitatively, noting both common 

conclusions and divergent perspectives. 

While not a formal systematic review, this 

approach ensures breadth (covering 

multiple AI technologies and marketing 

functions) and depth (citing authoritative 

studies) to capture the current state of 

knowledge. We emphasize literature from 

top journals and authoritative sources 

whenever possible. 

 

 

Thematic Discussion 

Personalization and Recommendation 

Systems 

 

A dominant theme in the literature is AI-

driven personalization. By analyzing 

customer data (demographics, purchase 

history, web clicks), AI algorithms tailor 
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content, product suggestions, and offers to 

individual shoppers. This “hyper-

personalization” is credited with 

transforming retail marketing. For 

example, Akther et al. (2024) report that 

AI applications in retail have significantly 

advanced personalization, enabling 

retailers to meet the growing demand for 

customized experiences. Personalization 

engines use machine learning models (e.g. 

collaborative filtering, deep learning) to 

predict which items a customer is likely to 

buy. Studies show that these systems 

substantially boost engagement: Parab 

(2024) finds that retailers using AI 

personalization saw on average ~45% 

higher customer engagement and ~38% 

higher conversion rates, along with higher 

customer lifetime value. In practical terms, 

customers browsing a retailer’s site or app 

will see product grids and ads dynamically 

adapted to their interests, increasing 

satisfaction and sales. 

Moreover, personalization improves key 

CX outcomes like satisfaction and loyalty. 

For instance, AI can enable “precision 

marketing” whereby campaigns are more 

targeted; Yang et al. (2022, cited in [5]) 

emphasize that AI facilitates more targeted 

and personalized marketing campaigns, 

thus improving customer response. 

Personalization also fosters loyalty: AI-

generated content and recommendations 

make customers feel recognized, 

enhancing their overall perception of the 

brand. According to one review, “AI-

driven personalization allows businesses to 

create tailored marketing strategies, 

enhancing consumer satisfaction and 

loyalty”. In sum, personalized experiences 

powered by AI are shown to increase 

customer value and repeat engagement, 

which in turn improve CX metrics. 

Recommendation systems are a core part 

of personalization. Many retailers 

(especially online) embed AI 

recommenders that suggest 

complementary products, “frequently 

bought together” items, or personalized 

deals. These recommenders have been 

found to improve the browsing and buying 

experience by making it easier for 

customers to find relevant products. For 

example, one study noted that AI-enabled 

recommendation technology provides 

more accurate and diverse choices, 

increasing click-through rates and sales on 

e-commerce platforms. In aggregate, such 

findings indicate that AI-powered 

recommendations can substantially enrich 

the digital shopping experience by 

reducing search effort and highlighting 

relevant products. 
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However, personalization must be 

balanced with ethical considerations. 

Multiple reviews caution that deep 

personalization raises data privacy 

concerns and potential bias. For instance, 

the literature notes that while AI’s role in 

enhancing personalized marketing is well-

established, concerns about data privacy, 

algorithmic bias, and consumer 

manipulation remain under-addressed. 

Retailers must therefore implement 

personalization in a transparent way, 

respecting customer consent and avoiding 

discriminatory targeting. Overall, the 

consensus is that AI personalization 

significantly improves CX in retail but 

also requires careful handling of customer 

data to maintain trust. 

 

Chatbots and Conversational Agents 

Conversational AI – notably chatbot and 

voice assistants – is another major area 

affecting customer experience. Chatbot 

allow retailers to offer instant, automated 

customer service on websites, messaging 

apps, or voice interfaces. Several studies 

find that chatbots can enhance CX when 

well-designed. Empirical research shows 

that chatbot usability and responsiveness 

positively influence online customer 

experience. For example, Siow et al. 

(2025) applied the Technology Acceptance 

Model in an e-retailing context and found 

a strong positive relationship between 

chatbot usability and customer experience. 

Similarly, Chen et al. (2021) demonstrated 

that chatbot usability improves the 

extrinsic value of CX (e.g. ease and 

convenience), while responsiveness 

(promptness of reply) boosts intrinsic 

value (customer enjoyment). In turn, 

improved online customer experience 

leads to higher satisfaction. These findings 

suggest that when chatbots are easy to use 

and provide helpful information, they can 

significantly elevate CX by offering timely 

assistance (e.g. answering product queries, 

helping with orders) around the clock. 

Chatbots also support CX by enabling 24/7 

availability and consistency. Unlike 

human agents, AI bots can handle routine 

inquiries at any hour, reducing wait times 

and relieving pressure on live customer 

service. This capacity was particularly 

valuable during the COVID-19 pandemic, 

as many consumers shifted online; one 

study noted that organizations leveraged 

chatbots to maintain service levels and 

found positive UX outcomes. Some 

retailers report that AI chatbot can resolve 

a majority of simple inquiries, freeing 

human agents to handle complex issues, 
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which overall improves service quality and 

CX continuity. 

Moreover, AI chatbot can enhance 

personalization and conversational 

engagement. Advanced bots use natural 

language understanding to adapt responses 

based on user sentiment or history, and 

even maintain a persona. However, 

research also highlights challenges. For 

example, Toader et al. (2022, cited in [5]) 

found that users exhibit gender 

biases toward chatbots: “female” virtual 

assistants were more likely to be forgiven 

for errors than “male” ones. Such findings 

underscore that factors like tone, 

anthropomorphism, and cultural 

expectations influence how customers 

perceive chatbot interactions. Trust in AI 

conversational agents is also critical; 

consumers tend to trust chatbots more if 

they feel competent and empathetic. In 

fact, Yim et al. (2023, cited in [30]) 

suggest that AI devices can create 

emotional bonds that affect trust and 

purchase decisions. 

In summary, chatbots and conversational 

AI have demonstrated positive effects on 

CX in retail: they improve responsiveness, 

convenience, and even engagement when 

designed well. Retailers should therefore 

consider integrating AI agents into their 

digital channels. At the same time, they 

should address design considerations (e.g. 

transparency about being a bot, handling 

of sensitive queries) and ongoing 

refinement, as customer acceptance and 

satisfaction depend on the quality of the 

chatbot experience. 

Sentiment Analysis and Customer 

Feedback 

AI has enabled new ways to gauge and 

respond to customer sentiment, which is 

critical for CX. Sentiment analysis (also 

called opinion mining) uses AI algorithms 

(often NLP and ML) to automatically 

analyze text data – such as product 

reviews, survey comments, and social 

media posts – to determine customer 

feelings. This provides retailers with a 

“voice of the customer” that is richer than 

simple ratings. Gallagher et al. (2022) 

emphasize that mining customer feedback 

via text analytics is key to unlocking 

customer sentiment and is crucial for 

developing a robust CX strategy. In their 

study, the authors show that analyzing 

unstructured customer feedback (verbatim 

text) alongside structured ratings yields 

insights into what customers truly feel 

about products and services. They note 

that businesses “cannot rely solely on a 

standalone single metric” (e.g. star ratings) 

for CX; instead they must supplement 

feedback scores with sentiment analysis. In 
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practice, this means retailers use AI tools 

to sift through thousands of online reviews 

and comments to identify common 

complaints, unmet needs, and emerging 

preferences that might otherwise be 

missed. 

Sentiment analysis directly impacts CX by 

informing decision-making. For example, 

if AI analysis reveals that customers 

frequently mention feeling “confused” 

about a checkout process, the retailer can 

redesign that process, thereby improving 

user experience. Similarly, detecting a 

surge of negative sentiment around a 

product can trigger customer outreach or 

product improvements. Beyond reactive 

fixes, retailers also use sentiment analysis 

proactively to tailor communications: for 

instance, promoting products associated 

with positive sentiment or adjusting 

messaging tone. The real-time capability 

of AI sentiment tools also allows brands to 

monitor social media buzz and respond 

quickly to brand issues, enhancing the 

overall customer relationship. 

Overall, sentiment analysis in retail 

marketing enables data-driven CX 

improvements at scale. By understanding 

the emotional trends behind customer 

behaviors, retailers can make targeted 

changes that boost satisfaction and loyalty. 

The reviewed literature uniformly supports 

sentiment analysis as a powerful 

complement to AI personalization: while 

personalization tailors experiences to the 

individual, sentiment tools provide 

qualitative context on how those 

experiences are received. Both types of 

AI-driven analysis, when combined, help 

create a more responsive and customer-

centric retail environment. 

Predictive Analytics and Marketing 

Automation 

Predictive analytics is another major AI 

application in retail marketing with direct 

CX implications. These systems analyze 

historical and real-time data (sales, 

inventory, customer behavior) to forecast 

future trends and inform strategic actions. 

Reviews highlight that AI-driven 

predictive models are used for forecasting 

consumer behavior, demand patterns, 

and market trends, enabling more 

efficient and customer-focused decision-

making. For example, Martínez et al. 

(2022, cited in [5]) developed an AI tool to 

predict future customer behavior, helping 

businesses align sales and marketing 

strategies to anticipated needs. Such 

forecasting improves CX by ensuring that 

products customers want are available, 

promotions are timely, and messaging is 

relevant. 
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Practical applications of predictive AI in 

retail include dynamic pricing, inventory 

optimization, and targeted marketing 

campaigns. In dynamic pricing, AI 

algorithms adjust prices in real time based 

on demand forecasts, competitor prices, 

and customer segments. This can enhance 

perceived fairness and satisfaction if done 

transparently (e.g. offering loyalty 

discounts to price-sensitive segments). 

Inventory optimization uses AI forecasts to 

reduce stockouts or overstock, meaning 

customers are more likely to find desired 

items in stock. Targeted marketing 

automation uses predictions about 

customer purchase likelihood to trigger 

personalized emails or ads at optimal 

times, improving the buying experience by 

surfacing relevant deals. 

Reviews of case studies report that these 

AI-driven strategies yield tangible CX 

benefits. Ajiga et al. (2023) note that AI-

enabled personalization, targeted 

campaigns, and dynamic pricing contribute 

to improved customer satisfaction and 

loyalty. For instance, by predicting 

customer preferences, retailers can send 

customized product recommendations or 

personalized promotions even before a 

customer begins shopping, which feels 

proactive and helpful. On the operational 

side, ensuring products are in stock and 

appropriately priced reduces customer 

frustration (e.g. “sorry, this item is sold 

out”) and builds trust. Studies link these 

outcomes to increased sales and retention, 

demonstrating that predictive analytics 

ultimately enriches the customer journey 

by making it smoother and more 

personalized. 

Automation in marketing is closely related. 

AI tools now automate many marketing 

tasks that were once manual – from 

audience segmentation to content 

generation to A/B testing. Chatbots 

(discussed above) are one form of 

automation; others include automated 

email marketing flows and social media ad 

targeting. By automating routine 

interactions and analysis, retailers can 

focus human resources on strategic work, 

while customers benefit from quicker, 

around-the-clock service. For example, 

automated personalization engines may 

automatically adjust homepage banners to 

reflect real-time inventory and customer 

profiles. These capabilities ensure that CX 

improvements can be delivered 

continuously and at scale. 

Emerging Trends in AI for Retail 

Marketing 

The literature also points to emerging AI 

trends that are beginning to influence 
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customer experience in retail. A key 

development is generative AI. New 

generative models (e.g. advanced neural 

language and image models) allow 

retailers to create personalized content and 

experiences at scale. For example, 

preliminary studies suggest generative AI 

can craft tailored campaign messages or 

product recommendations by synthesizing 

customer data in novel ways. While 

systematic research is still early, industry 

reports and pilot studies (e.g. James, 2024) 

indicate that generative AI has the 

potential to further hyper-personalize 

marketing, enhancing engagement and 

conversions by delivering content (emails, 

ads, product descriptions) that closely 

matches individual customer preferences. 

Another trend is the use of AI 

in augmented reality (AR) and voice 

interfaces. AI-powered AR apps now let 

customers virtually “try on” clothing or 

visualize furniture in their home, 

improving the shopping experience and 

reducing purchase uncertainty. Similarly, 

voice commerce (shopping via smart 

assistants like Alexa or Siri) is growing; 

AI voice agents that understand natural 

language allow for hands-free search and 

ordering. These technologies are blending 

digital and physical retail experiences (e.g. 

in-store smart mirrors or AR apps), 

creating richer CX. Scholarly research on 

these areas is still nascent, but early 

evidence suggests such immersive AI 

experiences can increase engagement and 

enjoyment for customers. 

We also note a trend toward ethical and 

sustainable AI (sometimes called “Green 

AI”). Some reviews call for models that 

are not only customer-centric but also 

energy-efficient and fair. For instance, 

Akther et al. (2024) mention that strategies 

to reduce the environmental impact of AI 

models and address ethical issues warrant 

further attention. Finally, as social media 

and influencer marketing grow, AI tools 

for social listening and influencer targeting 

are advancing, enabling more nuanced 

engagement strategies that integrate AI-

driven insights into customer-centric 

marketing campaigns. 

Gaps in the Literature and Future 

Research 

Despite the progress documented above, 

the literature highlights several gaps and 

unresolved issues. Ethical concerns feature 

prominently: multiple reviews emphasize 

that privacy, bias, and trust issues 

remain insufficiently addressedin current 

studies. In practice, customers worry about 

how their data are used for AI 

personalization; yet few papers rigorously 
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study customer perceptions of privacy in 

AI marketing. Algorithmic bias is another 

concern (e.g. recommending different 

products to different groups in unfair 

ways), but more research is needed on how 

such biases affect CX and how to mitigate 

them. Trust in AI agents also warrants 

further study; while some work examines 

trust in chatbots, broader research on 

building customer trust in AI-generated 

recommendations is limited. 

Another gap is longitudinal and real-

world evidence of AI’s impact. Much 

research is cross-sectional or experimental; 

fewer studies track customer experience 

outcomes over time or in live retail 

settings. For example, we lack long-term 

field studies on how customers’ 

satisfaction and loyalty evolve after 

sustained use of AI-enhanced marketing. 

Similarly, many studies focus on large 

online retailers or developed markets; 

there is less known about AI’s CX impact 

in small retailers or in emerging markets. 

Future research could explore how context 

(e.g. culture, retail type) influences AI 

adoption and outcomes. 

We also observe that some emerging AI 

applications are underexplored in 

academic literature. Generative AI, 

AR/VR, and voice commerce have been 

driven by industry innovation, but 

scholarly studies of their effects on CX are 

just beginning. Research is needed on how 

these technologies change customer 

behavior and satisfaction. Finally, there is 

a need for interdisciplinary work that 

connects AI technical design with CX 

theory. For instance, linking AI algorithm 

performance to established CX metrics 

(like Net Promoter Score) could help 

quantify benefits. 

In practice, these gaps imply that 

marketers should pilot AI carefully and 

measure outcomes. Retailers should invest 

in explainable and transparent AI systems 

to address privacy concerns, and 

implement diversity checks to avoid biased 

recommendations. Policy-wise, adherence 

to data protection laws (e.g. GDPR) and 

clear opt-in policies will be crucial as AI 

marketing expands. Academically, future 

reviews and empirical studies should 

incorporate ethical assessments, and 

consider AI’s broad ecosystem effects on 

customer experience. 

Conclusion 

This review has shown that AI 

technologies are profoundly reshaping 

customer experience in retail digital 

marketing. From AI-driven personalization 

and recommendation systems to chatbots 

and predictive analytics, the literature 
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overwhelmingly demonstrates positive 

impacts on customer engagement, 

satisfaction, and loyalty. Personalization 

algorithms make shopping more relevant 

and efficient, while conversational agents 

provide instant support; sentiment analysis 

tools give retailers a voice-of-customer 

advantage, and predictive analytics ensures 

products and offers align with customer 

needs. Collectively, these AI applications 

create a more dynamic, responsive 

shopping experience for customers. 

At the same time, the review identifies 

clear areas needing attention. Ethical 

challenges – data privacy, bias, and 

transparency – remain under-investigated. 

As AI adoption accelerates, retailers must 

implement these technologies responsibly, 

balancing innovation with customer trust. 

For researchers, this field remains young 

and rapidly evolving. Future work should 

examine emerging AI trends (e.g. 

generative models, immersive 

technologies) and their long-term CX 

effects, as well as standardize metrics to 

evaluate AI-driven experience gains. 

Empirical studies comparing AI strategies 

across retail contexts will also be valuable. 

For practitioners, our findings suggest that 

thoughtfully integrating AI can 

significantly enhance CX. Retailers are 

advised to leverage AI personalization and 

analytics while maintaining transparency 

about data use. Investing in user-friendly 

chatbot interfaces and feedback analysis 

tools can further strengthen relationships. 

Ultimately, the goal is to use AI not just to 

automate marketing, but to create more 

human-centered, satisfying retail 

experiences. By filling current research 

gaps and applying insights from this 

review, academics and industry can 

collaborate to ensure AI fulfills its promise 

of enriched customer experience in the 

digital retail marketplace. 
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