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THE ROLE OF AI IN ENHANCING CUSTOMER 
EXPERIENCE AND ENGAGEMENT IN INDUSTRIES 

 

Moksha Shah 
 

 
Abstract 

The rapid adoption of digital transformation since COVID-19 has revolutionized customer service. AI, big data 
analytics, and cloud computing play a crucial role in enhancing consumer experiences. Businesses now prioritize 
customer-centric strategies, shifting from traditional interactions to fully digital customer journeys. AI-driven 
technologies like chatbots, virtual assistants, personalized recommendations, sentiment analysis, and predictive 
analytics enable seamless and efficient engagement. 
In retail and e-commerce, AI enhances personalized shopping, optimizes pricing, forecasts demand, and prevents 
fraud. AI-powered chatbots provide instant customer support, while sentiment analysis and visual search improve 
user interaction. The banking and finance sector leverages AI for process automation, fraud detection, risk 
assessment, and credit scoring, ensuring secure and efficient transactions. 
In healthcare, AI improves diagnostics and patient care through clinical decision support, remote monitoring, 
personalized treatment plans, and medical imaging. Additionally, AI streamlines fraud detection and records 
management, optimizing healthcare operations. The hospitality industry benefits from AI-powered customer 
service, sentiment analysis, smart room automation, and personalized recommendations, enhancing guest 
satisfaction and operational efficiency. 
Despite its advantages, AI in customer experience has challenges. While it enables personalized interactions, 24/7 
availability, and data-driven insights, concerns remain regarding ethical data usage, lack of human touch, high 
implementation costs, and ongoing system maintenance. Businesses must balance automation with human 
intervention to ensure optimal customer satisfaction. AI will continue to evolve, reshaping industries and driving 
innovation in customer engagement. 
This paper explores AI’s transformative impact on customer experience across industries, highlighting its potential 
and limitations in shaping the future of digital customer interactions. 
 
Keywords: AI-driven customer experience, Digital transformation, Chatbots, Predictive analytics, personalized 
recommendations. 
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1.INTRODUCTION 
 
Since COVID-19, every industry, business, and corporation has been implementing digital transformation, with 
customer service continuing to be one of the most crucial elements.  In terms of customer service, this has been 
altering businesses, corporations, and sectors. 
Cloud computing, big data analytics, AI, IoT, and automation are all included in digital transformation.  
Customer experience management has seen significant change as a result of the digital age.  And it has changed 
it in a lot of ways.  The smooth incorporation of digital technologies into customer interactions is at the centre 
of this shift.  Company philosophy and strategy have undergone a fundamental shift as a result of the digital 
landscape.  The digitisation of fundamental consumer relations marked the beginning of the change. 
Today, the entire customer journey is fully digitized, encompassing everything from initial contact to post-
purchase support. The shift from conventional customer interactions to digital experiences has been 
remarkable, as companies move from focusing on products to prioritizing customers, placing customer 
experience at the center of all choices where Artificial Intelligence is crucial. Digital transformation involves 
integrating digital technologies into every facet of an organization. A notable illustration of this digital 
transformation is found in the retail sector, where businesses have transitioned from conventional in-store 
experiences to entirely digital customer journeys. For example, a customer looking for a new Smartphone may 
begin their journey by researching online, utilizing AI-powered chatbots to receive suggestions tailored to their 
preferences. With just a few clicks, they can compare prices, read reviews, and finalize a purchase through a 
smooth e-commerce platform. Following the purchase, AI-driven virtual assistants offer real-time support, 
handling everything from troubleshooting to warranty claims, thereby ensuring a tailored and efficient 
experience. This comprehensive digitization improves customer satisfaction while enabling companies to 
streamline operations and foresee customer needs through data-driven insights. 
 
 
 



 

 

GAP iNTERDISCIPLINARITIES 
A Global Journal of Interdisciplinary Studies 

( ISSN – 2581-5628 ) 
Impact Factor: SJIF - 5.363, IIFS - 4.875 

Globally peer-reviewed and open access journal. 

GAP iNTERDISCIPLINARITIES – Volume - VIII Special Issue 

March 2025 
Special Issue on AI: The New Revolution and Its Impact on Business 

 

640 

h
ttp

s://w
w

w
.gap

in
terd

iscip
lin

arities.o
rg/ 

2.LITERATURE REVIEW  
 
(Rane, 2023)In the rapidly evolving business landscape of today, nurturing customer allegiance has become a 
central objective for organizations aiming to maintain their competitive edge. This study examines the 
utilization of state-of-the-art technologies, such as Artificial Intelligence (AI), Internet of Things (IoT), and Big 
Data, to bolster customer loyalty by enhancing satisfaction, engagement, relationships, and experiences. It 
provides a comprehensive evaluation of how these technologies can be integrated synergistically, highlighting 
their individual contributions to enhancing various facets of customer allegiance. The initial section focuses on 
the role of IoT technology, emphasizing its impact on gathering real-time customer data and facilitating 
personalized experiences. Moreover, it delves into various computing models to elucidate the intricate 
mechanisms underlying the effective utilization of data generated by IoT for enriching customer interactions. 
The subsequent section highlights the pivotal role of AI models and techniques in enhancing customer 
satisfaction and engagement. By harnessing insights from AI, businesses can customize their offerings to meet 
evolving customer needs, thereby strengthening long-term relationships and loyalty. Furthermore, the study 
explores the fusion of Block chain and AI with IoT applications, shedding light on the potential for secure and 
transparent transactions that foster customer trust and loyalty. The integration of these technologies not only 
enriches customer experiences but also provides a secure and dependable platform for cultivating lasting 
relationships. The analysis underscores the transformative influence of Big Data technology in enabling 
organizations to extract actionable insights from massive datasets, thereby facilitating the development of 
targeted strategies for improved customer satisfaction and loyalty. By offering a comprehensive overview of 
the collaborative interplay between AI, IoT, and Big Data, this study provides valuable insights for businesses 
seeking to leverage data-driven technologies to strengthen customer loyalty, satisfaction, engagement, 
relationships, and overall experiences. These insights can serve as a roadmap for organizations navigating the 
complexities of the contemporary market landscape and cultivating enduring customer relationships. 
(Daqar, 2019)The main aim of the study is to examine the role of artificial intelligence (AI) on Enhancing 
Customer Experience in Palestine through different industries, such as banks and telecommunication 
companies. Interviews and a structured questionnaire were the primary data of this study. The results of the 
study revealed that there is a positive significant relationship between AI and Customer Experience. AI 
explained 26.4% of the variance of the customer experience (R²=0.264, F (1,89)=28.634, P < 0.05). Customer 
Experience has two dimensions; Customer service and after-sale support, the study shows that AI predicted 
22.9% of the variance of customer service, whereas it predicted 7% of After-Sale Support. Moreover, providing 
Personalized Customer Service throughout the customer’s buying journey has a great impact on customer 
experience. The study recommends enterprises to offer more personalized services for customers which it 
influences their overall experience with the enterprise. Likewise, it’s highly recommended to employ AI in call 
centers and the other after-sales support services to shortening the customers waiting time. 
The study conducted by Brown et al. (2020) underscores the tangible impact of AI-powered personalization. 
Through empirical analysis, they reveal a notable 25% increase in click-through rates for AI-driven 
personalized content. Such outcomes affirm the potency of AI in enhancing customer engagement by delivering 
content that resonates with individual preferences. The implications of this paradigm shift extend beyond the 
realm of engagement and conversion rates. By establishing a deeper connection with customers, brands can 
forge lasting relationships that transcend transactional interactions, ultimately contributing to brand advocacy 
and long-term value. Central to effective marketing is the ability to engage customers in meaningful ways, 
fostering interactions that go beyond one-off transactions. AI has revolutionized the landscape of customer 
engagement, introducing tools that enable real-time, personalized interactions at scale. At the forefront of this 
transformation are AI-powered chatbots and virtual assistants that have emerged as essential components of 
customer engagement strategies.  
These intelligent agents, as highlighted by Lee & Chen (2018), are adept at handling routine customer inquiries, 
freeing human agents to focus on more complex tasks. This not only enhances the efficiency of customer 
support but also ensures consistent and timely responses, thereby improving customer satisfaction.  
Furthermore, the study by Garcia & Martinez (2021) delves into the realm of AI-driven engagement strategies, 
particularly focusing on personalized email campaigns. The findings illustrate that personalized emails, 
tailored based on individual behaviors and preferences, yield significantly higher engagement rates compared 
to traditional mass emails. This underscores the effectiveness of AI in capturing and leveraging customer data 
to curate content that resonates on a personal level. The resultant increase in engagement highlights AI's 
capacity to bridge the gap between consumer expectations and brand interactions, ultimately fostering a sense 
of relevance and affinity. In an era marked by the proliferation of data, marketers face the dual challenge of 
sifting through information overload and deriving actionable insights. AI emerges as a formidable ally in this 
endeavour, offering advanced capabilities for data analysis that extend beyond human capacity.  
Wang et al. (2019) illuminate the transformative impact of AI in this context, showcasing how AI algorithms 
excel in processing and analyzing large datasets to uncover hidden patterns and trends. This analytical prowess 
transcends manual capabilities, enabling marketers to make data-driven decisions that resonate with 
consumer preferences and market trends. 
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(Kumar, 2024) This research article delves into the integration of AI tools, particularly Chat GPT, within brand 
marketing strategies, aiming to uncover their practical applications and associated benefits and challenges. 
Real-world case studies, practical recommendations, and insights into AI-driven innovation collectively form a 
guide for brand managers aspiring to leverage these tools effectively. The research findings highlight Chat 
GPT’s transformative potential, showcasing successful integration into marketing strategies that enhance 
customer experiences, streamline interactions, and introduce innovative campaigns. Despite acknowledging 
the dynamic nature of AI technology and potential biases in data analysis, the article provides practical 
recommendations for brand managers, emphasizing ethical considerations and adapting to the evolving AI 
landscape. The research underscores the importance of responsible AI usage, transparency, and continuous 
adaptation to changing consumer behaviors for maintaining trust and ethical standards. This contribution to 
the existing literature combines real-world examples, practical insights, and a mixed-methods approach, 
offering a unique perspective on how AI, particularly Chat GPT, can reshape customer engagement, brand 
communication, and creativity in both academic and industrial contexts. The article provides a comprehensive 
examination of AI tools’ practical utility, bridging theory and application for a nuanced understanding in the 
field of brand marketing. 
 

3.OBJECTIVES OF STUDY 
 
1. To analyze the role of AI in enhancing customer experience across various industries. 
2. To explore the impact of AI on customer-centric business strategies and digital transformation. 
3. To assess industry-specific applications of AI in retail, banking, healthcare, and hospitality. 
 

4.RESEARCH METHODOLOGY 
 

Research Approach 
This study is based on a secondary data analysis approach, utilizing existing literature, research papers, 
industry reports, and case studies to understand the impact of AI on customer experience. 
Data Collection 
●Secondary Data Sources: Peer-reviewed journal articles, conference papers, books, industry     reports, and 
white papers. 
 

5.AI DRIVEN CUSTOMER EXPERIENCE TECHNOLOGIES 
 
5.1 Chatbot’s and Virtual Assistants 
Chatbot’s and AI virtual assistants are important tools that enable businesses and individuals to streamline 
repetitive processes, reduce expenses, and enhance productivity.  
Chatbots can offer around-the-clock customer service for businesses and organizations, leading to improved 
user interaction and satisfaction. They also aid in personalization, collecting information, conducting research, 
and assisting users in navigating websites. Conversely, AI virtual assistants primarily assist individuals with 
their everyday tasks, such as setting reminders, playing music, making phone calls, controlling smart home 
devices, and converting speech to text. For example, when a customer browses an online shop and needs 
information on product availability, a chatbot responds immediately, delivering up-to-date details. It can also 
aid in tracking orders, handling returns, and offering personalized product suggestions, thereby enhancing the 
user experience and minimizing the reliance on human support. 
Conversely, AI virtual assistants such as Apple’s Siri or Google Assistant assist users with everyday activities. 
For instance, a person can request Siri to set a reminder for a crucial meeting, play their preferred music, or 
manage smart home devices like changing the temperature. These AI technologies enhance convenience by 
automating tasks and increasing efficiency. 
 
5.2 Personalised Recommendation 
Personalized suggestions leverage AI to examine user activity, preferences, and previous interactions to 
recommend suitable products, services, or content. This enables companies to improve customer engagement 
and satisfaction by providing tailored experiences. 
For instance, when you navigate Amazon, AI monitors your searches, purchases, and viewed items. It then 
anticipates your preferences and recommends similar products. Likewise, Netflix analyzes your viewing 
history and proposes films or shows that you are likely to enjoy. This deep learning-based method ensures that 
users receive a customized experience, making their journey smoother and more enjoyable while also helping 
businesses boost sales and foster customer loyalty. 
 
5.3 Sentiment Analysis and Customer Feedback 
AI-driven sentiment analysis helps businesses understand customer emotions by analyzing feedback from 
various sources like social media, online reviews, and surveys. It uses Natural Language Processing (NLP) to 
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categorize sentiments as positive, negative, or neutral, allowing companies to gauge customer satisfaction and 
improve their services. 
For example, an e-commerce company can use AI to analyze customer reviews. If multiple users express 
frustration about late deliveries, the company can identify the issue and take corrective actions. Similarly, 
brands monitor social media comments to detect customer sentiments in real time, responding proactively to 
negative feedback and enhancing brand reputation. By leveraging AI for sentiment analysis, businesses can 
make data-driven decisions, enhance customer experience, and build stronger relationships with their 
audience. 
 
5.4 Predictive Analytics for Customer Engagement 
Predictive analytics forecasts future customer trends and behaviours by using statistical methods, machine 
learning algorithms, and historical data. Businesses can develop more individualised, successful marketing and 
customer engagement strategies by using predictive analytics to forecast customer needs, preferences, and 
behaviours. 
Businesses may better understand their clients, foresee their needs, and interact with them by using predictive 
analytics. All of this results in increased revenue, loyalty, and satisfaction. 
An online fashion retailer uses predictive analytics to recommend products, optimize inventory, and 
personalize promotions. By analyzing purchase history and browsing behavior, the company enhances 
customer engagement, boosts loyalty, and increases sales. 
 

6.INDUSTRY APPLICATION OF AI CUSTOMER EXPERIENCE 
 
6.1 Retail and E-Commerce 
 
Personalised Shopping Experience: AI makes customised product recommendations by examining consumer 
behaviour, preferences, and past purchases. AI increases consumer pleasure, boosts engagement, and increases 
sales by comprehending individual preferences. 
Dynamic Pricing Optimisation: AI dynamically modifies prices by analysing current market conditions, rival 
pricing, and variations in demand. This guarantees that retailers maintain their competitiveness, optimise their 
earnings, and adapt to market shifts with efficiency. 
Demand forecasting and inventory management: AI helps merchants have the right amount of inventory on 
hand by forecasting seasonal variations and demand patterns. AI increases supply chain efficiency, decreases 
costs, and guarantees product availability by minimising excess and averting stock outs. 
AI-Powered Customer Service: Chatbots powered by AI respond to consumer enquiries, help track orders, 
and offer immediate assistance. By providing prompt, round-the-clock assistance and lessening the workload 
for human agents, these virtual assistants improve customer satisfaction. 
Visual Search & Image Recognition: AI makes it possible for consumers to look for products by utilising 
pictures rather than words, which improves the usability of the buying process. By recognising important 
characteristics like colour, style, and brand, it also automates product tagging, streamlining catalogue 
administration and enhancing search precision. 
Customer Churn Prediction & Retention: AI predicts possible churn by analysing customer engagement data, 
such as abandoned carts and browsing activity. By providing individualised discounts, automatic follow-ups, 
and exclusive incentives to promote repeat business, businesses may proactively retain clients. 
Automated Product Tagging & Attribute Extraction: AI automatically tags products with pertinent 
properties through image recognition, guaranteeing precise classification and enhancing discoverability. This 
improves product organisation, decreases manual labour, and speeds up client search times. 
Stock Management & Optimisation: AI optimises inventory levels by analysing supply chain data, consumer 
demand, and sales trends. It assists retailers in minimising excess inventory, preventing stockouts, and 
modifying product availability in response to changing customer preferences. 
Fraud Detection & Prevention: AI keeps an eye on transactions in real time, identifying questionable 
activities like account takeovers or fraudulent purchases. AI assists e-commerce platforms in preventing 
financial losses while preserving a safe and easy shopping experience by spotting anomalous spending trends. 
Cross-selling and Upselling Techniques: AI uses consumer preferences and past purchases to suggest related 
products (cross-selling) and more expensive options (upselling). This tactic boosts revenue growth, improves 
customer satisfaction, and raises average order value. 
 
6.2 Banking and Finance 
 
Fraud prevention and detection: By examining transaction patterns, spotting irregularities, and highlighting 
possibly fraudulent activity, artificial intelligence (AI) is used in banking and finance to detect fraud. The 
security of financial transactions is improved by machine learning algorithms that adjust to changing fraud 
tendencies.  
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Risk assessment and credit scoring: AI-powered credit scoring makes use of ML algorithms and other data 
sources to improve the precision of determining a person's or company's creditworthiness. As a result, risk is 
managed more successfully, enabling financial institutions to make wise lending choices. 
Better customer service: Chatbots driven by AI improve customer service by responding to questions 
instantly, helping with account enquiries, and giving tailored financial advice. Response times are shortened, 
customer contacts are streamlined, and customer satisfaction is increased because to this automation. 
Anti-Money Laundering (AML) compliance: By automating the examination of enormous volumes of 
transaction data, AI is used to improve AML compliance. Financial institutions can reduce risks and comply 
with regulations by using machine learning models to spot suspicious patterns and possible money laundering 
activity.  
Process automation: By utilising technology such as optical character recognition (OCR) and voice-activated 
applications, AI-driven automation improves the accuracy and efficiency of financial operations. By 
streamlining processes like data extraction, document scanning, and customer information retrieval, these 
technologies help businesses use resources wisely and increase productivity. Financial institutions may 
enhance compliance, adjust to shifting regulatory requirements, and provide customers with better services by 
utilising AI capabilities to create cutting-edge digital solutions. 
 
6.3   Healthcare 
 
Medical Imaging: By evaluating CT images and X-rays, AI improves diagnosis and can identify conditions 
including cancer, TB, and pneumonia. It improves early detection and lowers the chance of missing problems 
by assisting in the identification of osteoporosis and lung nodules. 
Personalised Care: AI analyses patient data, such as lifestyle and genetic information, to develop personalised 
treatment regimens. It assists physicians in selecting the best drugs, precisely adjusting dosages, and 
anticipating possible health hazards, all of which improve results and reduce adverse effects. 
Fraud Detection: AI keeps an eye on medical billing and claims information to identify anomalies such as 
overcharging and pointless operations. This lowers financial losses from fraud and guarantees the effective use 
of healthcare resources. 
Remote Patient Care: Wearable technology enables patients to exchange real-time health data with doctors, 
enabling them to keep an eye on long-term diseases like diabetes and heart disease. When necessary, this 
permits early intervention and prompt modifications to treatment programs. 
Medical Documentation: AI uses natural language processing (NLP) to automate medical transcription, 
turning clinicians' spoken words into precise, structured electronic health records. Time is saved, 
documentation is improved, and medical professionals can concentrate more on patient care as a result. 
Records Management: AI effectively classifies and arranges patient records, facilitating access while 
guaranteeing security and adherence to privacy laws. This enhances healthcare coordination and lessens the 
administrative burden. 
Clinical Decision Support: AI helps physicians diagnose illnesses and suggest therapies by analysing large 
medical datasets and combining imaging, lab results, and patient histories. Over time, it improves its decision-
making by continuously learning from fresh facts. 
Improved Patient Care: AI supports treatment planning, prescription safety, and diagnosis. It improves 
patient outcomes and overall healthcare administration by personalising care, minimising errors, and 
allocating resources optimally through the analysis of patient data. 
 
6.4 Hospitality  
 
Personalised suggestions: By examining past reservations, browsing patterns, and consumer preferences, AI 
systems can offer tailored suggestions for lodging, food, and entertainment that will improve the entire visitor 
experience.  
Revenue management: To optimise pricing strategies, maximise room occupancy rates, and boost revenue for 
hotels and resorts, AI may examine demand patterns, historical data, and market trends. 
Sentiment analysis of guests: Artificial intelligence (AI) algorithms are able to examine customer reviews, 
social media mentions, and feedback in order to extract sentiment and pinpoint areas that want improvement. 
This enables businesses to improve visitor satisfaction and quickly resolve any issues.  
Fraud detection: By examining transaction patterns, user behaviour, and historical data, artificial intelligence 
(AI) can help detect fraudulent activity, including identity theft and credit card fraud, maintaining the security 
and reliability of online reservations and transactions.  
Automation of smart rooms: AI-enabled technology can automate a number of room management tasks, 
including as temperature control, lighting, entertainment systems, and guest preferences, resulting in a smooth 
and personalised stay.  
Language translation: AI-powered language translation services can help customers and workers who speak 
different languages communicate more easily and clearly by bridging communication gaps. 
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Customer service: AI chatbots offer round-the-clock customer support on several platforms, helping with 
reservations, enquiries, and information while lowering employee workload and increasing guest satisfaction.  
 
AI improves loyalty programs by using guest data to customise messaging and rewards, which boosts 
engagement, retention, and repeat business. 
 

7.PROS AND CONS OF AI IN CUSTOMER EXPERIENCE 
 

Pros of AI Customer Experience Cons of AI Customer Experience 

Personalized interactions: AI enables businesses 
to deliver tailored experiences at scale. 

Lack of human touch: While AI streamlines 
processes, it may lack the emotional connection of 
human interaction. 

24/7 availability: AI-powered chatbots can provide 
round-the-clock support, improving customer 
satisfaction. 

Ethical considerations: Handling customer data 
and privacy require responsible AI practices and 
compliance. 

Data-driven insights: AI algorithms analyze vast 
amounts of customer data, uncovering valuable 
insights for decision-making. 

Learning curve and implementation challenges: 
Adopting AI technologies may require training and 
integration with existing systems. 

Enhanced efficiency: Automation of repetitive 
tasks allows employees to focus on high-value 
interactions and complex problem-solving. 

Maintenance and monitoring: AI systems need   
continuous monitoring and updates to ensure 
optimal performance. 

Improved customer engagement: AI-driven 
personalization and proactive recommendations 
foster deeper engagement with customers. 

Initial investment: Implementing AI solutions may 
involve upfront costs for technology infrastructure 
and talent acquisition. 

 

8.CONCLUSION 
 
AI has revolutionised customer experience by changing how companies engage with customers in a variety of 
sectors.  Organisations use intelligent automation to improve productivity, engagement, and satisfaction 
through everything from chatbots and virtual assistants driven by AI to personalised suggestions and 
predictive analytics.  Through data-driven insights, artificial intelligence (AI) enhances decision-making, 
simplifies services, and optimises operations across the retail, banking, healthcare, and hospitality sectors. 
Notwithstanding its many advantages, there are still issues including lack of human interaction, data privacy, 
ethical dilemmas, and expensive implementation.  Businesses must strike a balance between automation and 
human engagement in order to fully utilise AI's promise, guaranteeing a smooth, moral, and customer-focused 
strategy.  AI's influence on digital customer experiences will only increase as it develops further, spurring 
innovation and reinventing corporate tactics for the digital age. 
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