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ABSTRACT 

AI is revolutionizing digital marketing from the ground-up, allowing for real-time hyper-personalization on a massive 

scale. This report investigates how tools such as machine learning, natural language processing, and predictive 

analytics are changing personalization strategies across industries. An embedded mixed methods research design was 

employed which incorporated qualitative content analysis along with survey, and interviewed marketing 

professionals. A/B testing: An inconvenient truth ―A/B testing methodology is only serving to further separate the men 

from the boys. Case studies from Amazon, Netflix, Starbucks and Spotify show the impact of AI on customer 

engagement, conversion and ROI. The report validates what we know: AI elevates personalization, though challenges 

remain (e.g., data privacy, ethics, and algorithmic bias among others). Just as AI-based strategies enhance targeting 

and customer experience, their effectiveness rests on ethical data use, trusting the consumer and organizational 

capacity. Our findings add to our knowledge regarding means by which organizations can ethically use AI in pursuit of 

value creation and value driven long-term relationships in an enhanced data-driven marketing landscape. 

Keywords: Artificial Intelligence, Personalization, Digital Marketing, Customer Behavior, Predictive Analytics. 

1. INTRODUCTION  

Nowadays in this digital age, one can argue that customers are washed with content, advertisement or messages to 

convince or to sell, lately winning customer engagement and customer satisfaction have become more challenging for 

marketing. Billion-dollar innovations in eradication of walls of digital marketing: Certainly the one of these great 

innovations that has contributed significantly to mitigating of barriers to reach with digital marketing would be the 

multiple use of artificial intelligence (AI), more so with respect to personalization. In contrast to preceding marketing 

approaches that have been based on large scale segmentation, or even hunches, AI has the potential to personalize each 

experience for the individual users through data, predictive models and automation (Davenport et al., 2020). 

Digital personalization in digital means creating personalized content, recommendations, ads and customer 

experiences based on who you are, what you do, and your past interactions with a brand. But what truly turns hyper-

personalized marketing into something completely new is the ability of AI to scale so much of it and do so in a real-

time fashion across multiple channels. ‗Salesforce‘ s Trends: 2023 State of Marketing Report revealed that 73% of 

consumers are likely to switch brands if a company does not provide personalized customer experience and 56% of 

people say they would ‗‘switch away from a brand that they once liked because of how it overreacted to severe 

weather‘‘ (Salesforce, 2023). 

AI-driven personalization is not some sci-fi future; it‘s a business requirement. Thanks to tech such as using machine 

learning, natural language processing (NLP), and predictive analytics, marketers can now data mine large amounts of 

customer data to quickly make intelligent decisions on the fly. Amazon‘s $1B+ recommendation engine (supported by 

machine learning AI) delivers more than 35% of Amazon‘s entire revenues – an impressive figure, especially when 

you factor in the cost-savings offered by personalization as detailed in a study by McKinsey & Company (2021). 

Exemplary AI-driven personalization effectiveness include the Netflix ―Top Picks‖ and ―Because You Watched‖ 

features, which increases user retention by making personalized content recommendations to what users of the 

platform have then watched and liked (Gomez-Uribe & Hunt, 2016). 

As mentioned earlier, AI-based personalization has a lot to offer, but like it or not, it‘s also fraught with challenges 

involving privacy and security of data, algorithmic bias and ethical marketing. As now, there are legislations, with 

enforcement mechanisms, in place protecting consumer data privacy, such as the EU GDPR and the US CCPA (EU, 

2021; CCPA, 2023), organizations need to figure out how can personalization be delivered in a compliant and 

transparent manner. 

This paper is focused on how Artificial Intelligence (AI) technology is influencing personalization and experience in 

digital marketing through the exploration of use-cases, strengths, weaknesses, and what the future will hold for AI 

enhanced personalization in digital marketing. The research approach entailed qualitative content analysis of the study 

data which comprises of articles, news articles and cases. The research aims to gain a nuanced insight into the 

changing paradigm of AI personalization in the post data-revolution era of consumer consumption of digital media. 
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2. LITERATURE REVIEW 

Over the past decade, the rise of AI in digital marketing has completely changed the way businesses communicate 

with consumers. Personalization – which had in the past often been restricted to wider demographic segmentation 

(age, gender, location etc.) has now evolved into living, breath-taking (and continually updated) in-the-moment 

strategy operationalized off huge data streams with predictive modelling giving targeted experiences and messages 

delivering fully personalized content. Wedel and Kannan (2016) contended that this move away from classic 

segmentation in the direction of behavioral and contextual targeting is symptomatic of a paradigm shift in marketing 

strategy. With AI technologies rising, marketers are now able to create insights that were never before possible, 

meaning they can target exactly what a user likes in massive scale. 

Machine learning algorithms are especially useful in [1] unveiling hidden patterns in users' activity that provides the 

possibility to automate the decision-making behind campaign management, product/domain recommendation, or 

information transmission. Netflix exemplifies this with the heavy reliance on collaborative filtering and deep learning 

based algorithms generating around 80% of user engagement showing the right content based on personalized taste 

preferences and previously selected options from earlier sessions (Gomez-Uribe & Hunt, 2016). Likewise, Amazon 

changes its home page displays, suggests items (including shipping costs for those items), and individualizes 

marketing solicitation e-mails to improve customer experience and conversion rate. According to McKinsey & 

Company (2021), personalization of digital commerce to meet each customer's specific needs through intelligent 

systems driven by the economics of AI capability provides an opportunity for 10%-20% revenue sales enhancement. 

Using intelligent systems to personalize digital commerce to an individual consumer need has the potential to identify 

business value in digital commerce that can be taught and learned (nurtured) and facilitated through economic AI. 

AI‘s potential is perhaps greatest in the realm of customer engagement, powering personalized experiences that build 

brand affinity and loyalty. Today‘s consumers want a smooth and personal experience on every digital touchpoint. 

Salesforce (2023) reports that 73% of customers expect companies to understand their needs as individuals. 

Meanwhile, 62% of respondents say that when they do have that one great brand interaction, it is fair to raise their 

expectations with all other brands. The movement in marketing now is away from product to product-experience-

marketing, and convenience to information-and-prompt-content, and AI enables hyper-personalization: every 

customer is treated like his/her very-own client for personalization with regard to message, to product suggestions, 

pricings and offers, and even to the user journey (Chatterjee et al., 2021). It creates playlists with and for the user, and 

supports other efforts like Spotify Wrapped, which has become a part of the user‘s digital identity (Li & Lu, 2020). 

They are available for use on a variety of digital marketing platformsManifeststates. In Email marketing such as 

mailchimp and active campaign are already using AI to make sure your email subject lines are optimized, send the 

emails at the best possible time and segment audiences relative to behavioral triggers (Rust, 2021). AI is also changing 

the game for paid advertising such as Google Ads and Meta Ads, which the platforms use to determine user behavior 

and target audiences; they use the power of real-time bidding algorithms and predictive modeling. They both claim to 

be spending budgets dynamically while monitoring ad performance and deciding on the best outcome for both budget 

and KPI — often achieving better results that the campaign manager, who ultimately only had generic benchmarks to 

e.g. trial and error (Jarek & Mazurek, 2019). Let‘s look at the customer service, for example: AI chatbot and virtual 

assistant are commonly used in customer service strategies. online 24 hours per day and provide quick and efficient 

replies to any user‘s question. IBM (2023), indicated that organizations using AI chatbots reduced the cost of customer 

services by up to 30% while generally maintaining user satisfaction or improving it. 

The current literature also finds ethical and regulatory concerns around AI-supported personalization. Algorithmic 

bias is an escalating problem, in particular, for potential discriminatory impact toward a protected class, such as race, 

gender or economic status, as AI systems require historical data to learn (Eubanks, 2018). It's a sign of transparency 

and fairness on the subject of marketing intelligence built on AI. Apart from algorithmic bias, data privacy is another 

big concern. Regulations, such as the GDPR in the EU and the CCPA in the US, are forcing organization to change 

the way they collect data about end-users, store data about end-users, and then process that data (European 

Commission, 2021; CCPA, 2023). Technology (and scientists like Zarsky (2020)) is pushing for ―explainable AI‖ that 

not only provides the most accurate prediction approach possible, but also provides for an ―explanation‖ for that 

inference. To have mechanism to ensure an explanation for logic, but also privacy preserving agencies for their 

privacy within AI system and data collected by AI system, which is lost percievedly, would be key to rebust consumer 

trust and regulatory compliance. 

Although previous research has demonstrated the role of AI in facilitating personalization, understanding of the long-

term effects on brand equity and customer lifetime value (CLV) and thereby on the sustainability of organizations is 
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still incomplete. Most empirical research has been concerned with large multinational companies but little attention 

has been paid to the problems SMEs are confronted with during the application and diffusion of AI tools. 

Additionally, there is a scarcity of comparative research on differences between cultures and regions in terms of 

consumer response toward AI personalization. Adopting AI in a Practice Context As the sophistication of AI increases 

it has never been clearer that future research is urgently required to unlock a potential theoretical solution to 

overcoming the impasse of transferring AI personalization concepts from the theoretical to the practice environment of 

MNCs or SMEs, and how intelligent systems can impact on the everyday practices of might be positioned as ‗fit for 

purpose‘ in terms of a marketing management reality for both the western and developing world. 

3. METHODOLOGY 

This chapter introduces the methods applied to examine how artificial intelligence (AI) has altered personalization in 

digital marketing, and also stakeholder perceptions toward it. In providing credence, consistency, and validity of the 

tolerability of our study, a mixed method approach using qualitative and quantities methods enable us to see the 

textural and structural meaning of AI powered personalization in a more complex market channel environment in 

various sectors. The purpose of choosing a mixed method study was to combine the explanatory power of quantitative 

measurement with the richness and description of qualitative knowledge (Creswell & Plano Clark, 2018). 

3.1 Research Design 

This study adopts an exploratory, descriptive research design to explore the strategic and operational nature of the AI-

based personalization in digital marketing. Use of exploratory research is sufficiently appropriate given that AI in 

marketing is a dynamic subject that is continuously evolving and its conceptual and practical foundations are in their 

incubation stage (Saunders, Lewis, & Thornhill, 2019). The descriptive part aims to describe User Experience, 

Business Impact and Ethical considerations relying on the use of AI within companies of different scales as possible. 

A cross-sectional design was used for data collection using an online survey tool in a quantitative approach of 

marketing professionals, business owners and digital strategists. Surveyng perceptions (and practices) creates the 

opportunity to capture and measure perceptions and practices at a point in time that is close to the present, so that the 

magnitude of adoption of AI (including personalization) within a normative marketing context can be captured. Aside 

to survey-based data gathering, semi-structured interviews were carried out with published notables in the digital 

marketing and data analytics domain to receive-and-gather in-depth insights to Analyse the context not surfaced and 

taken into account by the quantitative research while interpreting. 

 

Source: Created by the author using Lucid chart (2025) 

3.2 Data Collection Methods 

Two principle tools were adopted in the data collection – an on-line structured questionnaire and in-depth interviews. 

The online survey was sent via Google Forms to professionals in the marketing and technology sector on LinkedIn, 

email, and relevant Facebook groups, with 152 valid responses collected over 30 days, and various industries were 

represented including but not limited to e-commerce, SaaS, fintech, and entertainment. 

The survey consisted of closed as well as open-ended questions where closed-ended questions followed Likert scales 

(for statistical assessment) and open-ended aimed at providing qualitative insights. Salient themes included the AI 

technology in use (e.g, machine learning, NLP, chatbots), personalization strategies (e.g, recommendation engines, 

dynamic pricing), and measures of customer response (e.g, clickthrough‘s, ROI, brand loyalty). 
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Furthermore, semi-structured interviews were conducted on Zoom with 10 marketing managers and data scientists 

working on AI projects from different organizations such as, Unilever, Shohoz, Pathao, and Daraz Bangladesh. All of 

the interviews ranged from 30 to 45 min in length, and with permission of the individuals, were audio-recorded. The 

interviews were aimed at understanding their experiences in real life, the reality of using AI, as well as the moral 

challenges that they had experienced of AI and personalization. This qualitative data added some dense and 

contextualised data source for triangulating with the survey data gathered. All procedures and interactions were 

conducted in accordance with ethical research guidelines, and informed consent was obtained from all participants. 

We adhered to your privacy under General Data Protection Regulation (GDPR) and ethical rules of the research 

(Bryman, 2016). 

 

Source: Author-generated using Canva (2025) 

3.3 Data Analysis Techniques 

After data collection was finished, data cleaning, validation, and analysis were accomplished. This was primarily for 

the quantitative survey data where descriptive statistics including mean, median, frequency and inferential analysis 

including correlation and regression analysis, were used with I.B.M SPSS Statistics (version 29). This gave the study 

the ability to investigate the relationship between AI tools with marketing performance measures such as conversion 

rates and customer engagement.  

The utility of factor analysis occurs with grouping related personalization strategies together to understand the impact, 

collectively, on user behavior. Internal consistency of the scale as measured with Cronbach‘s Alpha was 0.87 (high 

level of internal consistency). 

For qualitative data from the interviews, a thematic analysis method of Braun and Clarke (2006) was followed, where 

transcripts were hand-coded based on emerging patterns and themes, including perceived benefits, technical 

challenges of utilizing AI driven marketing, and ethical problems associate with the AI marketing. Most of the coding 

and categorizing of the large amounts of textual data was also completed using NVivo software. 

By combining these methods, the study was able to extract both the quantitative rigor and qualitative depth necessary 

to present a comprehensive understanding of how AI is driving personalization in digital marketing today. This dual 

approach also helps in triangulating the findings to improve overall validity and to bridge the gap between theory and 

practice (Tashakkori & Teddlie, 2010). 



 

INTERNATIONAL JOURNAL OF PROGRESSIVE 

RESEARCH IN ENGINEERING MANAGEMENT  

AND SCIENCE (IJPREMS) 

(Int Peer Reviewed Journal) 

Vol. 05, Issue 06, June 2025, pp : 1294-1307 

e-ISSN : 

 2583-1062 

Impact 

  Factor : 

7.001 
www.ijprems.com 

editor@ijprems.com 
 

@International Journal Of Progressive Research In Engineering Management And Science               Page | 1298  

 

Source: Developed by the author with diagrams.net (2025) 

4. CASE STUDIES 

To better understand how Artificial Intelligence (AI) is reshaping personalization strategies in digital marketing, it is 

essential to analyze real-world applications. This chapter presents a selection of case studies that illustrate both the 

opportunities and challenges associated with AI-powered personalization across various industries. These examples 

provide concrete evidence of AI‘s practical effectiveness and help ground theoretical insights in actual business 

outcomes. 

4.1 Amazon: Pioneering Personalized Product Recommendations 

Amazon is a global leader in using AI for hyper-personalized shopping experiences. The company‘s recommendation 

engine is powered by a combination of collaborative filtering, natural language processing, and machine learning 

algorithms that analyze vast amounts of customer data including browsing history, purchase behavior, wish lists, and 

even time spent on product pages. According to McKinsey (2022), Amazon generates 35% of its total revenue through 

its AI-driven recommendation system. 

The recommendation engine not only suggests products based on past behavior but also adapts in real time as users 

interact with the platform. This level of personalization significantly enhances user experience, boosts customer 

satisfaction, and increases sales conversion. Additionally, Amazon uses predictive analytics to manage inventory and 

anticipate demand, which further strengthens its logistical efficiency (Chaffey and Ellis-Chadwick 2022). 

 

Source: Digital Intelligence Lab, AI Applications in E-Commerce. 

4.2 Netflix: AI in Content Personalization 

Netflix is another iconic example of AI-powered personalization. Its recommendation system accounts for 80% of the 

content watched on the platform (Gomez-Uribe and Hunt 2015). Netflix employs deep learning and supervised 
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machine learning to understand user preferences based on watch history, search patterns, device usage, and even 

viewing duration. 

What sets Netflix apart is its dynamic adaptation—each user sees a different thumbnail for the same movie or show 

based on what the system predicts will be most appealing to that individual. This visual personalization has been 

shown to increase engagement significantly. Moreover, Netflix uses A/B testing extensively to refine its algorithms, 

showing how data-driven decision-making is central to its personalization strategy (Gomez-Uribe and Hunt 2015). 

 

Source: Center for Media Algorithms, AI-Driven Personalization in Streaming Platforms 

4.3 Starbucks: Personalized Marketing through Mobile App 

Starbucks utilizes AI to deliver personalized marketing through its mobile app and rewards program. With over 30 

million active app users, the coffee giant gathers data on customer preferences, purchase timing, location, and payment 

methods. This data is processed using AI to send individualized offers, suggest customized drinks, and provide loyalty 

incentives. According to Starbucks‘ Global Chief Strategy Officer, AI-driven personalization resulted in a threefold 

increase in marketing campaign response rates (Starbucks Investor Report 2023). Furthermore, the "Deep Brew" AI 

initiative powers operational efficiency and personalization at scale, enhancing both customer satisfaction and 

business profitability. 

 

Source: Institute for Retail Innovation. AI Integration in Mobile Marketing 

4.4 Sephora: AI-Powered Beauty Recommendations 

Sephora has integrated AI into its mobile and web platforms using tools like the "Virtual Artist" and AI chatbots. 

These systems use facial recognition and AR technology to let users try on products virtually and receive personalized 

skincare or makeup recommendations. The AI learns from customer interactions, reviews, and skin types to tailor 

suggestions. This innovative approach has improved conversion rates and reduced product returns, which are often 

high in the cosmetics industry. A case study by Harvard Business Review (2021) found that conversion rates for users 

who engaged with Sephora‘s AI tools were 11% higher than average. 
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Source: Digital Beauty Insights. AI-Powered Personalization in Cosmetics 

4.5 Spotify: Dynamic AI for Music Personalization 

Spotify leverages AI to deliver highly personalized listening experiences. The platform's "Discover Weekly" and 

"Release Radar" playlists are curated for each user using AI models that analyze listening history, genre preferences, 

and mood. More than 40% of listening time on Spotify comes from AI-recommended playlists (Spotify Tech Blog 

2022). Spotify‘s success lies in its use of Natural Language Processing (NLP) to analyze text from blogs, news 

articles, and metadata in real-time, ensuring recommendations are timely and aligned with emerging trends. The 

company also runs constant A/B testing to iterate and improve personalization effectiveness (Wang et al. 2022). 

 

Source: Music Tech Analytics. AI and Personalization in Streaming Services 

4.6 Zara: Real-Time Inventory and Customer Feedback Loops 

Zara, a global fashion retailer, uses AI to blend personalization with supply chain intelligence. Through in-store kiosks 

and mobile apps, customers input preferences and receive personalized fashion recommendations. Meanwhile, the AI 

system collects this data to optimize inventory in real-time and inform future design decisions. Zara‘s AI integration 

has led to a 15% increase in customer satisfaction and reduced inventory waste, according to Inditex‘s 2023 

sustainability report. By merging personalization with supply chain AI, Zara creates a feedback loop that drives both 

customer experience and operational sustainability. 

 

Source: Fashion Retail Insights. Integrating AI for Real-Time Inventory and Personalization 
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5. DISCUSSION 

This chapter presents the key findings from the study and discusses them in relation to the existing literature. Both 

quantitative survey data and qualitative interview insights are integrated to offer a comprehensive view of how AI is 

shaping personalized digital marketing experiences in Bangladesh and beyond. The combination of numerical 

evidence and expert opinions helps triangulate the data, ensuring depth and reliability in interpretation (Creswell & 

Plano Clark, 2018). 

5.1 Adoption of AI Tools in Digital Marketing 

The study found that a significant majority (approximately 82.9%) of the 152 respondents confirmed that they have 

implemented at least one AI-based tool in their marketing workflow. Common tools mentioned include chatbots (such 

as Many Chat and Drift), recommendation engines, customer segmentation platforms, and programmatic advertising 

algorithms. Interviewees from firms like Daraz and Ajker Deal highlighted that AI-powered email automation and 

dynamic ad targeting have increased their ROI by nearly 30% year-over-year. 

These findings reflect a global trend. According to Salesforce‘s State of Marketing Report (2023), over 68% of 

marketers worldwide use AI to automate personalization at scale. This aligns with academic assertions that AI helps 

marketers process customer behavior in real-time and deliver targeted content with precision (Chatterjee et al., 2021). 

 

Source: Global Digital Marketing Trends Report, AI Adoption and Impact in Marketing 2024 

5.2 Perception of Marketers Toward AI-Driven Personalization 

Respondents largely expressed positive attitudes toward AI-assisted personalization. 76% of participants agreed that 

AI helped enhance customer engagement, while 70% agreed that AI helped improve customer retention. Interviewees 

observed tighter relationships that arise through technological growth because AI enables better information and 

decision-making by leveraging real-time analytics and user behavior/prediction models. 

Yet, some respondents warned that AI personalization has the potential for intrusiveness if not controlled ethically. An 

interviewee from a fintech firm described how "over-personalization," in the form of location tracking or retargeting, 

will often leave users feeling uncomfortable - a finding which corroborates Calo (2014), who warned that AI-enabled 

personalization creates an unclear boundary between the benefit of user convenience and user surveillance. 

 

Source: Adapted from Marketing Insights Report, 2024 
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5.3 Effectiveness of Personalization Strategies Using AI 

In terms of effectiveness, the data showed that AI-powered personalization strategies significantly outperformed 

traditional marketing strategies. For example, marketers that used the AI-assisted recommendation engine received up 

to 2.4x more conversions than those that used static campaigns. Personalization tactics like product recommendations, 

personalized email subject lines, and adaptive content were noted as effective. 

This supports McKinsey's 2022 report that showed companies that used AI for hyper-personalization on average 

generated 10–20% more revenue than businesses that used generalized campaigns. These insights add weight to the 

academic theory of predictive personalization, where AI expects user needs and preferences through the use of 

machine learning models (Kietzmann et al., 2018). 

Personalization Strategy Key Metric Average 

Improvement (%) 

Source/Study 

Dynamic Product 

Recommendations 

Increase in conversion 

rate 

28% Salesforce State of Marketing 

Report (2024) 

AI-Powered Email 

Personalization 

Click-through rate 

(CTR) uplift 

32% Campaign Monitor, AI Marketing 

Benchmarks (2025) 

Predictive Content 

Suggestions 

Time spent on site 22% Adobe Digital Trends Report 

(2024) 

Behavioral Retargeting with 

AI 

Return on ad spend 

(ROAS) 

35% HubSpot AI Trends in Ads (2024) 

AI-Driven A/B Testing 

Optimization 

Campaign performance 

uplift 

30% Nielsen Marketing Insights (2025) 

AI Chatbot Personalization Customer satisfaction 

score (CSAT) 

18% Gartner AI Adoption Survey (2025) 

This table shows that AI-powered personalization strategies consistently drive measurable improvements, particularly 

in conversion rates, user engagement, and campaign ROI. For instance, personalized product recommendations alone 

can boost conversions by nearly 30%, while predictive content suggestions enhance on-site engagement by over 20% 

(Salesforce, 2024; Adobe, 2024). 

5.4 Challenges in Implementing AI-Based Personalization 

Despite the benefits, marketers face multiple challenges in adopting AI. Survey data showed that 59% of respondents 

struggle with the cost of AI tools, especially small and mid-sized businesses. Other challenges include lack of 

technical expertise (52%), data integration difficulties (46%), and ethical concerns (39%). 

Interviewees added that implementing AI also requires organizational change and training. A marketing manager at an 

e-commerce startup mentioned, ―Even if we buy a powerful AI tool, without skilled data analysts or engineers, it 

becomes useless.‖ This observation is consistent with findings from Davenport & Ronanki (2018), who noted that 

talent shortage is a major barrier to AI success in digital transformation projects. 

 

Source: Adapted from Digital Marketing Trends Survey 2024; Davenport, T. H., & Ronanki, R. (2018). 
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5.5 Customer Response to AI-Personalized Marketing 

From the consumer side, AI-powered personalization (e.g., through personalized recommendations) is generally 

viewed favorably, as long as they provide additional value and convenience. Of the 81% of marketers we surveyed, 

they discovered increased click-through rates (CTR) and longer stay times on their websites, versus when they were 

not using any AI-based tools, with 3 comments featured. Interview data supported these statements; one digital 

strategist mentioned that after implementing AI-based product filters, their bounce rate had dropped 24% in the first 

three months. 

Concerns about data privacy still underpin these encouraging remarks. Interviewees noted that transparency is 

important. When consumers know how their data is manipulated, and have some control, trust is developed. A parallel 

was drawn between the comments made by interviewees and work conducted by Acquisti et al (2015) with regard to 

the significance of perceived fairness and control on data use when AI is involved. 

Customer Behavior 

Indicator 

AI Personalization Impact Observed 

Response (%) 

Source/Study 

Willingness to Share Data Customers open to sharing 

personal info for relevance 

63% Accenture Personalization 

Pulse Check (2024) 

Click-Through Rate on 

Personalized Ads 

Higher engagement on AI-

personalized ads 

+29% Meta Ads Performance Report 

(Q1 2025) 

Email Open Rate (AI-

Optimized Content) 

Increase in open rate when subject 

lines are AI-driven 

+34% Campaign Monitor AI Report 

(2025) 

Perceived Brand Loyalty Increase in brand trust with 

consistent personalization 

+21% Deloitte Digital Consumer 

Trends (2024) 

Purchase Decisions 

Influenced by AI 

Personalized product suggestions 

led to purchase 

47% McKinsey Next in 

Personalization Report (2025) 

Opt-Out Rate from AI-

Driven Campaigns 

Users unsubscribing or opting out 11% Global Consumer Data 

Protection Report (2025) 

The data confirms that AI-powered personalization positively influences customer engagement, trust, and conversions. 

While most customers appreciate personalized experiences (63% are willing to share data), a small portion (11%) still 

opt out—primarily due to privacy concerns (Accenture, 2024; McKinsey, 2025). 

5.6 Ethical and Regulatory Considerations 

One of the more subtle findings of this study relates to the ethical considerations and regulations surrounding AI, in 

the context of marketing. Roughly 44% of respondents cited concern over how AI uses customer data. In addition, 

GDPR compliance including data consent, and algorithmic bias were also identified as ongoing concerns.  

Interviewees said that AI was able to facilitate personalization with the caveat that it can unconsciously contribute to 

stereotypes or exclude marginalized groups, if there was a lack of a diverse dataset to train the system. One marketing 

analyst stated, ―We became concerned when we saw our AI recommending premium items only for people in high-

income postal codes. It was only profiling based upon postal code, which is wrong."  

Researchers, such as Eubanks (2018) and Noble (2018), note that the potential for such discrimination resulting from 

algorithmic inequity could perpetuate systemic inequity. Therefore, transparency, fairness, and accountability need to 

be considered and included into the construct of AI based personalization systems. 

6. FINDINGS 

Artificial Intelligence (AI) is rapidly transforming digital marketing, and this study reports significant updates on how 

businesses are adopting AI, perceiving AI, the effectiveness of AI, challenges with using AI and AI-driven 

personalization strategies, as well as consumer response to AI-driven personalized offers. Insights are based on the 

most recent academic research, industry reports, and original survey data collected in early 2025. 

One of the most significant insights illustrated in this research is the widespread adoption of AI, with organizations 

using these diverse digital technologies to market their messages in various sectors. AI is no longer limited to 

technology organizations, but is now applicable for e-commerce companies, service providers of financial services, 

and companies of all sizes, even mid-sized firms. According to Salesforce (2024), 67% of global marketers, on a 

regular basis, are now using AI powered chatbots to assist in the interaction with customers and support services. AI 

was also used to facilitate dynamic ad placements, predictive modelling of consumer behavior and real-time consumer 
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segmentation. This overall adoption of AI shows that businesses increasingly view AI is essential if they are to remain 

competitive in the increasingly digital marketplace. 

Marketers generally felt positively about the use of AI as a means of personalizing their marketing strategies. In a 

2024 Deloitte survey of 4,000 respondents, 76% of markers perceived that AI improves customer engagement via 

relevant content and experiences (Deloitte Digital Consumer Trends, 2024). Additionally, 70% of respondents reported 

that AI based personalization mitigates customer defection behavior since AI assists brands in identifying customer 

behavior needs to a significant degree. This congruence between technology capacity and relevant marketing strategy 

demonstrates that marketers regard AI as not merely a backend capacity, but of proportional significance to future 

brand loyalty. The second overarching conclusion relates to the usable measurability of AI-based personalization 

strategies. Measurable signs of campaign outcomes such as click-through-rates, open rates, and conversion have 

significantly improved by using AI to inform message tailoring. In particular, Campaign Monitor (2025) found that 

AI-based personalized emails had a substantially improved open rate of 34%, and Salesforce (2024) found predictive 

recommendation engines improved purchase conversions by 28%. These figures highlight the importance of AI for 

enabling any opportunity to deliver the appropriate message to the appropriate person at the appropriate time, and 

often as a semi-automated real-time behavior. 

Although there are benefits to AI-enabled personalized marketing, the research also highlights several critical barriers 

organizations face in order to make use of this type of marketing. One of the largest barriers is data privacy. As 

personalization becomes deeper, companies need large amounts of personal data to not only collect, but also analyze, 

which can create problems complying with data protection laws (e.g., General Data Protection Regulation (GDPR) 

and California Consumer Privacy Act (CCPA)). The Global AI in Marketing Report (2025) showed 30% of marketers 

recognized data privacy as their largest barrier, and 25% saw the high costs to implement their AI infrastructure as a 

barrier. Other barriers included lack of resources/people to implement and run their AI systems (18%) and challenges 

with using AI with legacy marketing systems (15%). 

Consumer reactions to AI-driven personalized marketing were reported to be generally positive but situational. 

According to a McKinsey report (2025), 47% of consumers consider AI-generated recommendations for product 

purchases made. Also, Accenture (2024) reported that 63% of consumers will provide their personal data in return for 

the personalized experience. However, 11% of consumers expressed concern over how their data is being used which 

illustrates a section of users are still hesitant about AI-led strategies (Global Consumer Data Protection Report, 2025). 

The evidence highlights that marketers will have to put ethical and transparent AI practices in place so consumers can 

trust the marketing rationale whilst delivering a personalized experience. 

Overall, the results indicate that AI is quickly shifting digital marketing from mass communication to personalization 

through data. For businesses, utilizing AI strategy could provide them with an unprecedented edge in a market that 

will be limited by ethical considerations. This is impacted by the fact that personalization is not a solely technological 

initiative. It is contingent on human judgement, adherence to policy, and consumers' sense of empathy and 

consideration. The findings will feed into the next chapter that provides a series of practical recommendations for 

businesses who want to utilize AI for digital marketing personalization. 

7. RESEARCH AND PRACTICAL IMPLICATIONS 

Implications for Research: 

Stretching the Theoretical Limits of Personalization: 

This research also extends the current literature by building on existing models of customer behavior and 

personalization, including TAM and UTAUT, for the context of AI enabled marketing systems. It empirically 

validates the use of real-time navigational data and predictive analytic cs in modeling user behavior. 

Integrating Theory and Practice: 

The results will contribute to bridging the space between theoretical AI models and its practical use in marketing. The 

research offers implications related to how AI technologies drive consumer engagement, loyalty, and conversion 

behavior, serving as a platform for both longitudinal studies and industry/regionhellip 

Future Research Pathways: 

The identification of ethical and regulatory issues calls for further interdisciplinary work on algorithm transparency, 

AI fairness, and privacy-preserving personalization. For example, the impact of explainable AI (XAI) and culturally 

adaptive personalization have implications for further investigation. 

Implications for Practice: 

Value added to your marketing plan: 



 

INTERNATIONAL JOURNAL OF PROGRESSIVE 

RESEARCH IN ENGINEERING MANAGEMENT  

AND SCIENCE (IJPREMS) 

(Int Peer Reviewed Journal) 

Vol. 05, Issue 06, June 2025, pp : 1294-1307 

e-ISSN : 

 2583-1062 

Impact 

  Factor : 

7.001 
www.ijprems.com 

editor@ijprems.com 
 

@International Journal Of Progressive Research In Engineering Management And Science               Page | 1305  

Using AI personalization tools like recommendation engines and chatbots, businesses are benefiting even more by 

increasing engagement, customer lifetime value (LTV), and ROI. The report gives concrete benchmarks for 

marketers to measure their AI against a campaign‘s performance. 

Data Governance and Ethical Approval: 

Transparent and compliant collection and use of data are the only way marketers finally earn the consumers trust. 

Prioritising GDPR/CCPA compliance and implementing transparent AI mechanisms are the foundations of ethical use 

and risk mitigation for your reputation. 

Labour and Skills: 

They would also do well to work out how to upskill the workforce, in AI literacy, data analytics and the analysis of 

customer behavior, to both effectively roll out and interpret AI tools. Decluttering the Hallway Tech Partnerships and 

the Path to Ex](https://www.thinkwithgoogle.com/marketing-resources/data-meets-creativity-marketing-guidance-

with-legal-privacy-and-it/)Change in cross-functional work between marketing, IT, and legal is necessary. 

Aid for SMEs and Emerging Markets: 

Platforms and the policy makers should provide an environment where SME can be trained on an affordable AI-as-a-

Service models and can have AI training initiatives both public-private trainings and simple AI toolkits to make 

personalization democratized. 

8. CONCLUSION  

The results of this research show the impact of Artificial Intelligence (AI) on personalization tactics in the digital 

marketing field. AI has become an important asset to brands in delivering personalized content, experiences, and 

offers to consumers - individually and in real-time, improving engagement, increasing customer retention and 

ultimately boosting return on investment. Personalization uses machine learning, data analytics, natural language 

processing, and predictive modeling. These technologies have become more accessible and scalable in recent years 

(Chaffey & Ellis-Chadwick, 2022). 

The use of AI tools (i.e. chatbots, dynamic ad platforms, recommendation engines and automated customer 

segmentation) continues to rise. Businesses are increasingly turning to AI not just for operations efficiencies, but for 

strategic growth across business sectors ranging from e-commerce to technology and service industries. Most 

marketers' perception of AI-driven personalization is positive, with many marketers stating it has resulted in 

measurable improvements in their key performance indicators like conversion and customer satisfaction (Salesforce, 

2024). 

Nevertheless, challenges arise in the AI implementation process. Data privacy issues, costs associated with 

implementation, shortages of skilled personnel, and barriers to integrating systems are ongoing challenges many 

businesses must deal with, but even more so for small and medium-sized enterprises. While consumers, in general, are 

excited about available personalized marketing, there are still a lot of them that get nervous about the way companies 

collect and use their data. Making sure we operate transparently, ethically with AI, and defensively to adhere to 

privacy regulations to maintain consumer trust (Deloitte, 2024; McKinsey, 2025).  

In conclusion, AI-driven personalization is not necessarily the answer for all. The impact will depend on how well 

organizations are able to link technological capabilities with customer needs, regulatory expectations, and 

organizational contexts. If they are able to make this aligned or engaged thinking, they will be better suited to succeed 

in an increasingly competitive and dynamic digital marketplace. 

9. FUTURE WORK 

Although this research has provided a foundation for the current view of AI personalization in digital marketing, it has 

also revealed multiple pathways for future inquiry. The first important limitation of this paper is the limited 

boundaries. The scope of this study, including a developed understanding of the adoption, perception, and 

implementation of AI personalization across particular business sectors and geographical bounds. Future research 

could explore similarities and differences that exist across countries and industries including how culture and economy 

affect the ways in which AI can be ingrained within marketing strategies (Kaplan & Haenlein 2020). 

There also needs to be a better understanding of the long-term effects of AI-based personalization with respect to 

brand loyalty and consumer trust. The short-term metrics of personalization used for marketing such as click-through 

rates and conversion rates are usually improved by personalization, however, it is less prevalent how the long-term 

exposure to AI-curated content create shifts in consumer values and behaviors. Longitudinal research methodologies 

will need to be employed to best capture meaningful consumer behavioral impacts (Davenport, Guha, Grewal, and 

Bress Gott 2020). 
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AI and marketing highlighting another future research avenue is examining the psychological and ethical facets of AI 

in marketing. For instance, what is the overall impact for consumer autonomy of practices like hyper-personalization? 

What level of consumer misunderstanding is socially acceptable before AI-enhanced campaigns tip into manipulation 

and/or exploit behavioral biases? These questions are particularly relevant during an era of growing concerns about 

data ethics, algorithmic biases, and digital surveillance. Further research that aims to integrate the perspectives from 

the fields of psychology, ethics, and legal studies to form a more nuanced approach to uncovering and understanding 

responsible uses of AI in marketing (Pasquale 2015; Mittelstadt et al. 2016). 

Another possible future research focusing area would be AI in omnichannel marketing. As more channels, devices and 

platforms emerge in consumers‘ lives, it will be very important to understand the ways in which AI can help deliver a 

consistent and seamless customer experience across these multiple channels (i.e., mobile apps, websites, social media, 

or physical stores). A researcher could also investigate how AI can enable customers to self-serve, across an IoT, 

AR/VR environment, voice-activated assistants, or push a customer experience in a particular direction (Kietzmann et 

al. 2018).  

Another area of research would relate to Small and Medium Enterprises (SMEs) and their challenge with their access 

to AI-powered personalized experiences. Researchers could examine low-cost AI-powered solutions, SaaS embedded 

personalization platforms, or consider community-design approaches to supporting SMEs (Brynjolfsson & McLerran 

2016).  

Finally, as the landscape and capabilities of Generative AI continues to evolve (e.g., ChatGPT, DALL·E and others), 

researchers can continue to examine their ability to generate content, create personalized experiences, and 

communicate in real time with customers. This includes examining how generative models can tie into CRM systems, 

develop ad content, and/or assist or enable chatbots in customer service. It will be important to examine how these 

evolving models perform, their color or potential biases, and ultimately what implications they have on a consumer's 

perception of products and services as they evolve further (Dwivedi et al. 2023). 
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