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Abstract—Artificial Intelligence (AI) is changing the way businesses work by helping them become faster, smarter, and 

more customer-friendly. It is used in many areas like predicting what customers want, sending personalized ads, 

answering customer questions with chat bots, and managing supplies more efficiently. This paper looks at how AI is 

creating new opportunities for businesses to grow and compete. Some of the benefits include better decision-making, 

smarter pricing, catching fraud, and keeping customers happy. But there are also some big problems, like the risk of 

losing jobs, unfair or biased AI decisions, privacy issues, and not knowing how AI makes choices. This study shows that 

while AI has great potential, businesses must use it carefully and responsibly. The paper ends by saying that companies, 

governments, and technology experts need to work together to make sure AI helps everyone fairly and safely. 
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INTRODUCTION 

Artificial Intelligence (AI) is no longer limited to laboratories or large technology firms; it has become a practical business 

tool that is increasingly used across commerce-related activities such as marketing, sales forecasting, customer service, 

inventory control, logistics, and financial decision-making. Recent OECD evidence shows that AI adoption by firms has 

expanded sharply, rising to 20.2% of firms in 2025 from 14.2% in 2024 and 8.7% in 2023, indicating that AI is moving 

from experimentation to mainstream business use. The same OECD source also shows especially strong usage in ICT 

firms and growing adoption in service-oriented industries, suggesting that AI is reshaping how businesses interact with 

customers and manage operations. (OECD) 

In commerce, one of the most visible opportunities created by AI is improved efficiency. AI systems can process large 

volumes of customer and transaction data quickly, helping firms identify buying patterns, segment customers, and offer 

personalized recommendations. This improves the quality of marketing and makes promotional efforts more targeted and 

cost-effective. AI also supports automation in routine business processes, reducing human error and saving time in areas 

such as billing, customer support, demand prediction, and supply-chain coordination. OECD’s enterprise-focused study 

notes that higher AI adoption can raise labour productivity and reduce defect rates in production while lowering the need 

for material inputs, which makes AI valuable not only for service businesses but also for trading and manufacturing-

linked commercial activities. (OECD) 

Another important opportunity is innovation. AI allows firms to develop new products, redesign services, and respond 

more quickly to changing consumer demand. In online commerce, AI-powered chatbots, recommendation engines, and 

fraud detection tools have become essential in improving customer experience and strengthening trust. At the same time, 

AI can support strategic decision-making by enabling managers to forecast trends, assess risk, and respond to market 

fluctuations more effectively. The IMF notes that AI can boost productivity and create new tasks and jobs even while 

displacing some existing roles, showing that its economic effect is mixed and depends on how businesses and workers 

adapt. In this sense, AI should be viewed not just as a replacement for human effort but as a complement to human 

judgment in modern commerce. 
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However, the growth of AI in commerce is accompanied by serious challenges. One of the major concerns is job 

displacement, especially in routine and semi-routine tasks where automation can reduce the need for manual intervention. 

The IMF warns that AI may displace some workers while also benefiting others through productivity gains, which means 

that the distribution of gains and losses may be unequal. Another major issue is fairness and bias. AI systems can 

reproduce bias if they are trained on incomplete or unbalanced data, leading to discriminatory outcomes in recruitment, 

lending, pricing, or customer profiling. NIST’s AI Risk Management Framework specifically emphasizes 

trustworthiness, fair treatment, privacy, and risk management as core requirements for responsible AI use. 

Privacy and data protection are also major concerns because AI depends heavily on customer data, purchase histories, 

and digital footprints. Businesses that use AI must therefore handle data responsibly and ensure transparency in how 

automated decisions are made. In addition, UNCTAD has highlighted that digitalization and e-commerce also create 

environmental pressures through rising energy use, device production, and electronic waste, showing that commerce-

related AI adoption must be aligned with sustainability goals as well. Hence, while AI opens new opportunities for 

growth, efficiency, and competitiveness in commerce, it also demands strong governance, ethical safeguards, and skill 

development so that its benefits can be shared more widely and its risks reduced. (UN Trade and Development 

(UNCTAD)) 

REVIEW OF LITERATURE: 

 Verma and Sharma (2021), in their study "Role of Artificial Intelligence in Business: A Review of Applications and 

Future Scope", discussed how AI is being used in various business activities such as marketing, customer service, and 

fraud detection. They also explained that while AI helps in making work faster and smarter, it also requires skilled 

workers and proper data handling.  

Jarek and Mazurek (2019), in their paper "Artificial Intelligence in Marketing: A Review", focused on how AI is 

helping companies understand customer needs better through data analysis. They showed that AI tools like chatbots, 

recommendation engines, and customer behavior analysis are making marketing more effective and targeted.  

Shankar (2018), in the article "How Artificial Intelligence (AI) is reshaping retailing", pointed out that AI is changing 

the way retail businesses work by improving customer experiences through personalization and smarter inventory 

management. 

Davenport and Ronanki (2018): In their research "Artificial Intelligence for the Real World", studied 152 companies 

and found that most businesses use AI for process automation, gaining insights from data, and better customer service.  

Borges, Laurindo, and Spinola (2020), in their work "Artificial intelligence as a competitive advantage in companies", 

showed that companies using AI are more likely to gain an edge over competitors if they use it in a planned and strategic 

way.  

Pantano, Pizzi, Scarpi, and Dennis (2020), in their paper "Competing during a pandemic Retailers’ ups and downs 

during the COVID-19 outbreak", discussed how AI helped businesses stay active during the pandemic, especially in 

online retail, where AI tools were used for customer support and sales prediction.  

Kamble, Gunasekaran, and Dhone (2020), in their paper "Industry 4.0 and Artificial Intelligence in Supply Chain: A 

Review of the Current Trends and Future Scope", explained how AI is helping improve the supply chain in businesses. 

They found that AI makes it easier to manage inventory, predict demand, and reduce delays. Their study also highlighted 

that using AI in commerce makes businesses more flexible and ready for future changes. 

IMPORTANCE OF THE STUDY:  

This study is important because Artificial Intelligence (AI) is becoming a powerful tool in the business world. Many 

companies are using AI to work faster, reduce costs, and improve customer service. It helps in areas like marketing, sales, 

supply chain, and online shopping. By studying how AI is used in commerce, we can better understand its benefits and 

how it helps businesses grow. At the same time, it is also important to know about the problems AI can create, such as 

job loss, data privacy issues, and unfair decisions. This study will help business owners, students, and policymakers learn 

how to use AI in a smart, safe, and responsible way.  

STATEMENT OF THE PROBLEM:  

Today, Artificial Intelligence is changing the way businesses work. It is helping companies make smarter decisions, offer 

better services, and save time and money. But while AI brings many benefits, it also raises serious concerns. Many people 

fear losing their jobs to machines, and there are questions about privacy, fairness, and how AI makes decisions. Some 
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businesses do not fully understand how to use AI effectively or safely. Because of this, there is a need to study both the 

good and bad sides of using AI in commerce. This research aims to explore how AI is being used in business, what 

opportunities it creates, and what problems need to be solved to use it in a balanced and responsible way. 

OBJECTIVES OF THE STUDY 

1. To understand how Artificial Intelligence is being used in different areas of commerce. 

2.  To identify the major benefits and opportunities AI provides to businesses. 

3. To study the common challenges and risks involved in using AI in business activities. 

4. To examine how AI is affecting customers, employees, and business operations.  

RESEARCH METHODOLOGY:  

The study follows a descriptive research design to understand the use of Artificial Intelligence (AI) in the field of 

commerce, along with the opportunities it creates and the challenges it presents. The research is based on secondary data. 

Which is collected from research papers, journals, articles, government reports, and trusted websites related to AI and 

commerce. 

APPLICATIONS OF AI IN COMMERCE  

 

 

FIG. NO. 1: APPLICATIONS OF AI IN COMMERCE 

1. AI in Marketing and Consumer Behaviour Analysis  

AI-powered tools analyse customer preferences and behaviour to create personalized marketing campaigns. Machine 

learning algorithms help businesses target specific consumer segments with tailored advertisements, leading to increased 

engagement and sales.  

2. AI in Customer Service 

 Chatbots and virtual assistants powered by AI handle customer queries efficiently, reducing response times and 

enhancing customer satisfaction. AI-driven customer service systems offer 24/7 support and personalized interactions, 

improving brand loyalty.  

3. AI in Inventory and Supply Chain Management 

 AI helps optimize inventory levels by predicting demand patterns and minimizing waste. AI-driven supply chain 

solutions improve logistics, reduce costs, and enhance overall efficiency. 
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4.  AI in Financial Management and Fraud Detection  

AI-powered analytics assist in financial planning, risk assessment, and fraud detection. Machine learning algorithms 

identify suspicious transactions, preventing financial fraud and ensuring regulatory compliance.  

5. AI in E-Commerce and Personalized Shopping  

AI enhances the e-commerce experience by providing personalized recommendations based on browsing history, past 

purchases, and user preferences. AI-driven recommendation engines improve customer retention and increase sales.  

Commerce Performance Metrics: Before vs. After AI Adoption (2024–2025) 

Metrics 
Before AI (Traditional 

Commerce) 
After AI Adoption Impact 

Conversion Rates Static and segment-based 

targeting 

Personalized and dynamic 

recommendations 

Increased by 25%–54% 

Customer Engagement Manual and broad 

segmentation 

Real-time AI personalization 38% higher click-through 

rates 

Revenue per Visit Slow and limited growth AI-driven relevance and faster 

decisions 

84% increase (Jan–Jul 

2025) 

Marketing Efficiency Manual campaign tracking 

and optimization 

AI-powered automated 

optimization 

Around 30% higher ROI 

Customer Lifetime 

Value (CLV) 

Reactive customer 

management 

Predictive analytics and 

retention strategies 

Significant improvement 

Bounce Rate Higher exit rates Personalized content and 

recommendations 

Visitors 33% less likely 

to leave 

Source: Review of literature 

The comparison between traditional commerce and AI-driven commerce demonstrates that artificial intelligence 

significantly improves business performance and customer experience. AI technologies such as predictive analytics, 

recommendation systems, machine learning algorithms, and conversational commerce tools enable firms to personalize 

interactions, optimize marketing campaigns, and increase operational efficiency. Studies indicate that AI-driven 

personalization improves conversion rates and customer engagement by delivering more relevant content and product 

recommendations in real time. Similarly, AI-assisted shopping experiences contribute to higher revenue per visit and 

lower bounce rates by reducing customer decision-making time and increasing satisfaction. These findings suggest that 

AI has become a strategic tool for enhancing competitiveness and long-term customer value in modern commerce. 

BENEFITS OF AI IN COMMERCE  
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FIG. NO. 2: BENEFITS OF AI IN COMMERCE 

1. Enhanced Efficiency: AI automates repetitive tasks, allowing businesses to focus on strategic initiatives.  

2. Cost Reduction: AI-driven automation reduces operational costs and improves productivity.  

3. Improved Decision-Making: AI-powered analytics provide valuable insights for better business decisions.  

4. Personalized Customer Experience: AI enhances customer satisfaction through tailored recommendations and 

services.  

5. Fraud Prevention and Security: AI helps detect fraudulent activities and enhances cybersecurity. 

AI transformation in various categories  

Categories Percentage 

Content creation  19.90 

Inventory optimization 50 

Logistic and supply chain 20 

Customer supports and chat boats 14 

E commerce and personalization of sales  25 

Marketing efficiency  49 

 

 

Source: https://www.mckinsey.com/featured-insights/mckinsey-explainers/what-is-personalization  
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Challenges of AI Implementation in Commerce 

a) High implementation costs: 

AI adoption can require major spending on infrastructure upgrades, legacy-system modernization, maintenance, and 

specialist talent, which makes early-stage implementation expensive for many firms. 

b) Data privacy concerns: 

AI systems depend on large volumes of data, and research from the OECD and IBM notes that AI can create privacy, 

security, and governance risks if data is not properly protected and controlled. 

c) Integration with existing systems: 

Studies on retail and CRM show that AI implementation is often difficult because organizations must integrate AI with 

legacy systems, existing workflows, and current data structures, which creates technical and organizational friction. 

d) Ethical and bias issues: 

The literature consistently warns that AI can reproduce bias from training data and lead to unfair outcomes, which is why 

ethics-by-design and responsible AI governance are increasingly emphasized in commerce and CRM research. 

e)  Workforce displacement: 

AI may increase productivity, but it can also replace or reshape some jobs, creating concerns about job displacement, 

reskilling, and labour reallocation. IMF research highlights that the effects vary by sector and worker group, and change-

management issues are also reported in retail AI adoption studies. 

Future Trends and Opportunities of AI in Indian Commerce 

Artificial intelligence is expected to play a major role in the future of Indian commerce because India is rapidly becoming 

a digital-first market. The Government of India’s India AI Mission was launched in March 2024 with an outlay of ₹10,372 

crores to build an AI ecosystem, democratize computing access, improve data quality, and encourage ethical AI 

development. At the same time, India’s digital economy was estimated at 11.74% of national income in 2022–23 and is 

projected to contribute nearly one-fifth of GDP by 2030, showing strong room for AI-led commercial growth. 

A major opportunity lies in predictive analytics and personalization. Research in marketing shows that AI helps firms 

process large data sets, target customers in real time, personalize experiences, and analyse competitor campaigns more 

effectively. Studies on personalization also find that personalized touchpoints influence customer experience across the 

journey, although trust and privacy concerns remain important. This means Indian firms can use AI to improve targeting, 

pricing, product recommendations, and customer engagement. 

India’s large mobile and internet base strengthens this opportunity. A 2025 government survey found that 85.5% of 

households possessed at least one smartphone and 86.3% had internet access at home, while internet use among youth 

aged 15–29 was extremely high. Digital India also notes that India is expected to have 500–600 million online shoppers 

by 2030, with the e-commerce market projected to reach US$350 billion and Tier 2+ cities contributing a large share of 

new online retail growth. 

In retail, AI is likely to transform both online and offline commerce through smart recommendations, digital assistants, 

automated checkout, and AI-enabled in-store interfaces. Retail research shows that AI digital humans and other AI 

interfaces can improve customer experience and supplement frontline employees, but they also create social tensions and 

require careful implementation. This suggests that Indian retailers can use AI to create faster and more personalized 

shopping journeys, but they must balance automation with human interaction. 

Another important future trend is AI in supply chains and logistics. Systematic review evidence shows that AI, together 

with IoT (internet of thinking) and block chain, can improve flexibility, traceability, and adaptability in smart logistics. 

For Indian commerce, this supports future use cases such as demand forecasting, inventory optimization, robotic 

warehousing, and more efficient delivery systems. 

AI also offers strong potential for small and medium-sized enterprises (SMEs) in commerce. A recent study found that 

AI adoption in e-commerce improves SME business performance and is supported by dynamic capabilities, 

entrepreneurial orientation, and customer-centric systems. This is especially relevant in India, where many commerce 
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businesses are small or medium-sized and can benefit from AI tools that reduce manual effort and improve decision-

making. 

However, future growth will depend on solving major barriers. India’s national AI strategy highlights the need for data 

protection frameworks, sector-specific regulation, international standards, and a stronger intellectual property framework 

because of concerns about bias, discrimination, and data misuse. That means the long-term success of AI in Indian 

commerce will depend not only on technology adoption, but also on governance, skills development, and responsible 

implementation. 

CONCLUSION:  

 This research proposal explores the changing face of AI in Indian commerce and the applications, challenges, and future 

prospects of the same. AI has a tremendous potential in coming decades with India on its way to become a major 

economic super power of the world. chance to revolutionaries the commercial segment functioning to assist and enhance 

various sorts of companies optimise organisational performance, enhance customers’ satisfaction, and achieve 

competitive advantage. The study's conclusions will provide crucial details regarding the present applications of AI in 

India's major industries, including supply chain management, e-commerce, and other IT applications. Artificial 

intelligence applications like pattern forecasting, personalized advise, and AI-powered solutions are already 

demonstrating how successful they are in streamlining commercial operations that contemporary organizations face. 

 Nevertheless, there are a few issues, such as infrastructure, the lack of technical specialists, and the values and standards 

in regards to made available by reliable and relevant databases, data privacy and influence of specified algorithms hinder 

full utilization of AI. Looking a bit to the prospective of AI in Indian commerce, it indeed has a much to offer expectations 

are high for, with the possibilities for businesses to explore AI technologies to enhance and grow it in the future. AI 

convergence with other emerging technologies like block chain and IOT, will, most that can immediately apply to 

business advantages and create new opportunities for growth opportunities. However, for using AI potential at their 

maximum, the government and private sector will need to come together to get adoption done barriers. To be incorporated 

properly in business entities the following must happen which is the country, in infrastructure use of digital technology, 

improvement of skills security, the proliferation of smart and connected devices, increasing reliance on remote learning 

and collaboration, as well as the rapid development of personalized learning technologies, and best-of-breed academic 

support programs will require strong security solutions, little or no compromised user experience for security control, 

constantly developing and adjusting privacy and data protection regulation and standards to the demands and needs in 

changing digital environments. 
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