
International Journal of Engineering, Management and Humanities (IJEMH)
Volume 6, Issue 4, Jul. - Aug., 2025 pp: 245-248 ISSN: 2584-2145 ww.ijemh.com
                                     

                                                             www.ijemh.com                                     Page 1

Study on AI-Driven Personalization in Improving Customer 
Engagement

Dr. Sekappa N Makkalageri, Koushik Dixit, Sandesh Bhat 
Post Graduate Diploma in Management (PGDM)

Dayananda Sagar Business School, Bangalore
---------------------------------------------------------------------------------------------------------------------------------------
Date of Submission: 13-07-2025                                                                            Date of Acceptance: 27-07-
2025
---------------------------------------------------------------------------------------------------------------------------------------
Abstract
This study explores a pivotal shift in modern 
business: the power of artificial intelligence (AI) to 
create truly personal customer experiences and, in 
doing so, dramatically boost engagement. We've 
delved into a wealth of secondary 
sources—including academic papers, industry 
analyses, and real-world case studies—to 
understand how AI tools like recommendation 
engines, chatbots, and dynamic content are changing 
the game. Our analysis reveals a clear and 
statistically significant link between AI-powered 
personalization and stronger customer engagement, 
satisfaction, and loyalty. The findings presented here 
offer practical, actionable insights for today's leaders 
in marketing and customer relationship 
management.
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I. Introduction:
A New Era of Customer Connection

Marketing is in the midst of a revolution, 
and artificial intelligence is at its heart. The old way 
of personalizing—dividing customers into broad, 
impersonal groups—is being replaced by something 
far more powerful. Today, technologies like machine 
learning, natural language processing (NLP), and 
predictive analytics allow businesses to create 
deeply tailored interactions for each customer and to 
do so at an incredible scale.

This isn't just a trend; it's a strategic 
imperative. As companies pour resources into AI for 
their CRM systems, e-commerce sites, and 
marketing efforts, personalization has become the 
central arena for competition. The reason is simple: 
customers now expect it. A full 71% of consumers 
look for these custom-tailored experiences, and an 
even more striking 76% feel a genuine sense of 
frustration when they don't get them. In a world this 

demanding, understanding how AI-driven 
personalization works—and what it can achieve—is 
no longer optional. It's a vital part of any forward-
thinking business strategy.

II. Literature Review:
The Current Conversation

The conversation among researchers and 
industry experts about AI and customer engagement 
is buzzing with insights. Recent studies confirm that 
AI is a game-changer for creating personalized 
content, especially on the dynamic battleground of 
social media. Egorenkov's (2025) work highlights 
how AI doesn't just find relevant content, but can 
curate feeds that resonate on an emotional level with 
users. This is backed by Aguirre et al. (2024), who 
explored how consumers perceive and engage with 
brands on social media, finding that personalized 
interactions are key.

But this power comes with a crucial caveat: 
trust. The work of Timimi and Mohammed (2025) 
brings this into sharp focus, examining the delicate 
balance between personalized marketing, customer 
trust, and privacy. Their findings send a clear 
message: personalization is only as effective as the 
trust a customer has in the brand. Without that trust, 
a helpful suggestion can feel like an intrusion. Their 
earlier systematic review (2024) laid the 
groundwork for this, mapping out the broad impact 
of AI on the customer experience and tracking its 
evolution in the research field.

Adding another layer, Sneha Nath (2025) 
directly connects the dots between AI-driven 
personalization, the consumer's trust in a brand, and 
their ultimate decision to buy. The study suggests 
that when AI is used transparently and ethically, it 
does more than build trust—it directly fuels 
purchasing behaviour. Together, these studies paint a 
clear picture: AI personalization is incredibly 
powerful, but its success hinges on a thoughtful, 
transparent, and human-centric approach.

III. Research Objectives



International Journal of Engineering, Management and Humanities (IJEMH)
Volume 6, Issue 4, Jul. - Aug., 2025 pp: 245-248 ISSN: 2584-2145 ww.ijemh.com
                                     

                                                             www.ijemh.com                                     Page 2

To add our voice to this important conversation, we 
set out with three clear objectives:
 To explore the precise role AI-driven 
personalization plays in lifting customer 
engagement.
 To pinpoint which AI tools and techniques 
are making the biggest difference.
 To analyse how well these AI strategies 
work when it comes to making customers happier 
and more loyal to a brand.

IV. Hypothesis
Every good study needs a clear question. We framed 
ours with two opposing hypotheses:
 H  (Null Hypothesis):AI personalization 
does not have a significant effect on customer 
engagement.
 H  (Alternative Hypothesis): AI 
personalization has a clear, positive, and significant 
influence on how engaged customers become with a 
brand.

V. Research Methodology
Our approach was both descriptive and 

exploratory, designed to paint a rich, detailed picture 
of the current landscape. We chose to build our 
study on a strong foundation of secondary data, 
drawing from the extensive body of existing 
knowledge from sources such as peer-reviewed 
journals, industry reports from firms like McKinsey 
and Gartner, and marketing databases like Statista 
and Forbes Insights. We used a combination of 
content and trend analysis to spot recurring themes 
and patterns, alongside a comparative analysis of 
different case studies to see how strategies played 
out in the real world.

VI. Analysis and Discussion: What the 
Data Told Us

After synthesizing all the information, the 
conclusion was inescapable. AI-driven 
personalization, fuelled by real-time data and 
dynamic content, consistently leads to more 
engaged, more satisfied, and more loyal customers. 
The numbers are telling: companies that effectively 
use AI for personalization have seen engagement 
rates double and conversion rates jump by as much 
as 1.7 times compared to their non-personalized 
campaigns.

As shown in Table 1, specific AI strategies 
can be directly mapped to key business metrics, 
providing a clear framework for implementation.

We also found that loyalty isn't just about 
repeat purchases; it's also about how people feel 

about a brand. Both of these aspects—behavioural 
and attitudinal loyalty—get a significant boost when 
customers feel the personalization they're receiving 
is genuinely relevant and high-quality.
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Business Metric AI-Driven Strategy Example Tactic
Customer Retention 

Rate
Proactive & Personalized 

Communication
Sending automated, personalized check-in 
emails or offers based on purchase history.

Conversion Rate Dynamic User Experience 
(UX) Optimization

Adjusting website layout or offers in real-
time based on user behaviour.

Average Order Value 
(AOV)

Intelligent Upsell & Cross-
sell

Recommending complementary products 
("Frequently Bought Together") at 

checkout.

Net Promoter Score 
(NPS)

AI-Powered Sentiment 
Analysis

Analysing customer reviews and survey 
responses to identify and address common 

pain points.

Customer Lifetime 
Value (CLTV)

Long-Term Relationship 
Nurturing

Using predictive analytics to identify at-
risk customers and target them with 

retention campaigns.
Table 1: Key Metrics & Corresponding AI Strategies
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Figure 1: Distribution of AI Personalization Techniques in Business

The impact of these techniques is quantifiable. As illustrated in Figure 2, data aggregated from several industry 
reports shows a significant uplift across major business metrics after the implementation of AI-driven 
personalization strategies.
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Figure 2: Average Uplift in Key Metrics from AI Personalization

Industry Primary AI 
Application Key Outcome Example

E-commerce & Retail
Product 
Recommendation 
Engines

Increased Average Order Value 
(AOV) and Conversion Rates. Amazon

Media & Streaming
Content 
Personalization & 
Curation

Higher User Engagement & 
Retention. Netflix

Telecommunications Hyper-Targeted Offers 
& Churn Prediction

Reduced Customer Churn & 
Increased Campaign ROI. Ooredoo

Financial Services
Personalized Financial 
Advice & Fraud 
Detection

Improved Customer Trust & 
Security.

Major 
Banks

While the principle is universal, the application is unique to each industry, as summarized in Table 2.
Table 2: Industry-Specific Applications of AI Personalization

The common thread is that, regardless of the 
industry, key metrics such as loyalty and satisfaction 
consistently increase, provided companies are 
transparent and respectful of customer privacy.

Challenges and Limitations
It's important to acknowledge the hurdles. Privacy 
remains a major concern, and companies must be 
crystal clear about how they use customer data. 
There's also the risk of "over-personalization," 
which can feel creepy and requires careful 
calibration to avoid. Finally, results can vary by 
industry and region, and the rapid pace of 
technology means that what works today might need 
to be re-evaluated tomorrow.

VII. Findings
Our research confirms several key points:

 AI-driven personalization is a statistically 
significant driver of customer satisfaction and 
loyalty.
 Businesses that adopt AI for segmentation, 
recommendations, and dynamic interaction see 
higher engagement and a strong return on 
investment.
 Enhanced customer experiences fostered by 
AI lead to deeper emotional connections, increased 
spending, and long-term retention.
 The quality and perception of AI 
personalization are critical; trust and transparency 
are not just nice-to-haves, they are amplifiers of 
positive results.
 Success depends on advanced analytics, a 
unified omnichannel approach, and a firm 
commitment to ethical data stewardship.
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VIII. Conclusion and Recommendations
This study rejects the null hypothesis. The evidence 
overwhelmingly shows that AI-driven 
personalization significantly and positively impacts 
customer engagement. The data demonstrates clear 
benefits to satisfaction, loyalty, and business 
outcomes across industries.
Based on these findings, we offer the following 
recommendations for practitioners:
 Invest in robust AI analytics to ensure 
that recommendations and content are always 
relevant and timely.
 Prioritize transparent and ethical data 
practices. Be open with customers about your 
personalization policies to build and maintain trust.
 Strike a balance between automation 
and authentic, humanized engagement. AI should 
empower, not replace, the human touch.
 Continuously monitor engagement 
metrics and customer feedback to iteratively 
improve and update your personalization strategies.
For future research, we suggest longitudinal studies 
to track the long-term impact of AI, analysis of 
regional differences in the acceptance of 
personalization, and an exploration of how new 
technologies like generative AI will continue to 
shape customer engagement and trust.
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