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ABSTRACT 

 

This study examines the impact of AI-driven personalization on customer engagement and purchase intentions 

on social media platforms in the retail sector. As digital marketing evolves, AI technologies have become pivotal 

in enhancing customer interactions by delivering personalized content, recommendations, and advertisements. 

Using a quantitative research approach, data were collected from 120 respondents in Hyderabad via a 

structured questionnaire. The findings reveal a significant positive relationship between AI-driven 

personalization and customer engagement, with AI personalization explaining 56.2% of the variance in 

customer engagement. Personalized content not only increases engagement but also influences purchase 

intentions, as consumers are more likely to act on personalized offers. The study emphasizes the importance of 

AI in creating tailored experiences that resonate with consumers, driving brand loyalty and interaction. This 

research provides valuable insights for retail marketers, suggesting that AI-driven strategies can foster deeper 

customer relationships and higher sales. Furthermore, the findings highlight the growing role of AI in 

transforming customer behavior in the digital landscape. 

 

Keywords: AI-driven personalization, customer engagement, purchase intentions, social media, retail sector, 

digital marketing, customer behavior, artificial intelligence, marketing strategies, customer loyalty. 

 

 

 

 

INTRODUCTION 
 

In today's digital age, social media has become a cornerstone of the retail industry, reshaping how brands interact with 

consumers and how customers experience personalized marketing. The rise of platforms such as Facebook, Instagram, 

Twitter, and TikTok has significantly altered traditional consumer behavior, empowering businesses to connect with 

their audiences in more immediate and interactive ways. As consumers increasingly turn to social media for product 

recommendations, brand interactions, and purchasing decisions, retailers are keen to harness the power of these 

platforms to enhance customer engagement. One of the most transformative tools in this context is Artificial 

Intelligence (AI), which enables highly tailored, data-driven strategies that improve customer interactions and influence 

purchase behavior. 

 

AI personalization has evolved from a futuristic concept into an essential component of digital marketing strategies, 

offering a unique opportunity for retailers to enhance their customer engagement on social media. According to Jarek 

and Syam (2020), AI-driven personalization is revolutionizing customer experiences by providing highly relevant, 

individualized content that resonates with the unique preferences of each user. This personalization, powered by AI 

algorithms, draws from vast datasets including user behaviors, social media interactions, and purchasing history, 

allowing businesses to create highly customized and engaging experiences for their target audience. By leveraging 

these insights, brands can ensure that their messaging is not only relevant but also timely, increasing the likelihood of 

consumer interaction and subsequent purchase intent. 

 

A primary factor that differentiates social media engagement from traditional forms of marketing is the inherent nature 

of these platforms to foster real-time, two-way communication between brands and consumers. Unlike passive media 

such as television or print, social media allows brands to engage with customers through likes, comments, shares, and 

direct messages, creating a dynamic space for ongoing interaction. AI further enhances this interactivity by enabling 

brands to quickly analyze consumer responses, adapt to preferences, and optimize content in real-time. As a result, 

personalized AI-driven experiences can be seamlessly integrated into consumers' social media feeds, leading to greater 

levels of engagement and fostering deeper emotional connections between brands and their audiences. 



aa                                International Journal of Enhanced Research in Management & Computer Applications,  

                                      IJERMCA, ISSN: 2319-7471, Volume 14 Issue 2, February 2025 

 

Page | 5 

The impact of AI-driven personalization on customer engagement is particularly evident in the retail sector, where the 

goal is not only to increase interactions but also to drive purchase intentions. A study by Kumar and Shah (2021) 

highlights how personalized recommendations based on AI algorithms significantly increase the chances of a customer 

making a purchase. For example, personalized product recommendations, whether in the form of sponsored posts, 

curated collections, or influencer partnerships, can drastically improve conversion rates by presenting customers with 

items that align with their interests, behaviors, and past interactions. Additionally, AI-powered chatbots on social media 

platforms can engage users instantly, answering queries and guiding them through the purchasing process, making the 

experience not only engaging but also more efficient. 

 

AI's role in transforming customer engagement on social media can also be viewed through the lens of customer trust 

and loyalty. As personalization becomes more sophisticated, consumers tend to feel a stronger connection to brands 

that anticipate their needs and deliver relevant content. According to a report by Accenture (2022), 91% of consumers 

are more likely to shop with brands that provide personalized offers and recommendations. This level of 

personalization builds trust by demonstrating an understanding of individual preferences, which is critical for fostering 

long-term loyalty. Furthermore, personalized experiences on social media platforms create a sense of exclusivity and 

value, making customers more inclined to engage with a brand over time. These personalized engagements increase 

customer retention and lead to a cycle of positive reinforcement, whereby satisfied customers share their experiences, 

influencing their social circles and enhancing the brand's reach. 

 

However, while the potential benefits of AI-driven personalization on social media are significant, it is important to 

recognize the challenges and ethical considerations that accompany this transformation. The use of AI to track user 

behavior and deliver personalized content raises concerns about privacy and data security, with consumers becoming 

increasingly wary of how their personal information is being used. A study by Smith and Levin (2021) noted that while 

personalization can drive higher engagement, brands must balance it with transparency and data protection policies to 

maintain consumer trust. Moreover, businesses need to be mindful of over-targeting, which can lead to user fatigue and 

disengagement. The fine line between helpful personalization and intrusive advertising is a delicate issue, and brands 

must navigate this challenge to ensure they provide value without overwhelming or alienating their customers. 

 

Despite these challenges, the role of AI personalization in transforming customer engagement on social media cannot 

be overstated. As AI technology continues to evolve, its ability to deliver more nuanced and contextually aware 

interactions will further enhance its impact on social media marketing. The integration of AI into social media 

platforms offers retailers an unprecedented opportunity to foster deeper connections with consumers, drive purchase 

intentions, and create memorable customer experiences that stand out in an increasingly competitive digital landscape. 

Social media, when combined with AI personalization, serves as a catalyst for reshaping how brands interact with 

consumers, making engagement more meaningful, timely, and impactful. 

 

LITERATURE REVIEW 

 

The integration of Artificial Intelligence (AI) in social media platforms to enhance customer engagement has become a 

significant focus of research within the marketing and retail sectors. Over the past decade, studies have examined the 

role of AI-driven personalization in shaping consumer behavior, fostering engagement, and increasing purchase 

intentions. The literature highlights both the opportunities and challenges associated with AI in social media marketing, 

emphasizing its transformative potential for the retail sector. 

 

One of the primary areas explored in the literature is the role of AI in enabling personalized experiences. AI algorithms 

can analyze large datasets, including user interactions, behaviors, and preferences, to deliver tailored content to 

individual users. According to Kumar and Shah (2021), AI-powered recommendation systems are particularly effective 

in driving consumer engagement by presenting customers with products or services that align with their interests and 

past behaviors. The authors note that personalization through AI not only increases engagement but also strengthens 

customer loyalty by fostering a sense of relevance and exclusivity. This concept is further supported by Jarek and Syam 

(2020), who argue that personalization is central to modern marketing strategies, as it leads to more meaningful 

interactions with customers. Personalized content, such as product recommendations and targeted ads, is perceived as 

more valuable and trustworthy, which, in turn, increases the likelihood of conversion and purchase. 

 

Social media platforms, due to their interactive and real-time nature, provide an ideal environment for AI-driven 

personalization. As highlighted by Natarajan et al. (2020), social media allows brands to engage with customers in a 

dynamic manner, responding to real-time feedback and adapting content accordingly. The instantaneous nature of 

social media interactions, coupled with AI's ability to process vast amounts of data in real time, enables brands to 

deliver personalized content that is timely and contextually relevant. This dynamic interaction helps to build a stronger 

emotional connection between brands and consumers, which is essential for fostering long-term engagement and 

enhancing customer experience. Furthermore, the use of AI-powered chatbots on social media platforms allows 

businesses to engage with customers instantly, addressing their queries and guiding them through the purchasing 

journey (Kumar & Shah, 2021). 
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A key aspect of AI-driven personalization is its influence on customer purchase intentions. Many studies have shown a 

strong correlation between personalized marketing and increased conversion rates. For example, a study by Chatterjee 

et al. (2020) found that personalized product recommendations on social media platforms led to higher levels of 

purchase intent among consumers, as the content felt more relevant and tailored to their individual needs. Personalized 

interactions, such as sending customized offers or product recommendations, have been shown to drive greater 

customer satisfaction and encourage repeat purchases. This finding is consistent with the research by Accenture (2022), 

which found that 91% of consumers are more likely to engage with brands that offer personalized experiences, further 

emphasizing the importance of AI in driving customer purchase intentions. 

 

In addition to increasing engagement and purchase intentions, AI-driven personalization also impacts customer trust 

and loyalty. A study by Smith and Levin (2021) suggests that personalized marketing based on AI can foster greater 

trust between consumers and brands, particularly when the personalization feels authentic and non-invasive. Brands 

that use AI to deliver value-added content—such as personalized discounts or tailored suggestions—are viewed more 

positively by consumers. The ability to anticipate a consumer’s needs and preferences without overwhelming them with 

irrelevant content is key to creating a positive brand experience. However, the study also highlights the importance of 

maintaining transparency regarding data usage, as privacy concerns can undermine the trust that personalized 

marketing seeks to build. 

 

Despite the numerous advantages, the literature also points to several challenges associated with AI-driven 

personalization on social media. Privacy concerns are a central issue, as consumers are increasingly aware of the data 

being collected about their online behaviors. As pointed out by Smith and Levin (2021), the over-collection of personal 

data can lead to feelings of intrusion and mistrust. Brands must, therefore, balance personalization with ethical 

considerations, ensuring that consumers’ privacy is respected. Natarajan et al. (2020) also emphasize the importance of 

transparency in AI-powered personalization, noting that brands must clearly communicate how they are using customer 

data and ensure that consumers have control over their preferences. Additionally, over-targeting or excessive 

personalization can lead to consumer fatigue, where users become desensitized to highly tailored content, which may 

ultimately decrease engagement. 

 

The ethical implications of AI personalization have also been examined from the perspective of algorithmic bias. As AI 

systems are only as good as the data they are trained on, biases in the data can lead to biased recommendations that 

may alienate certain customer segments. For instance, if AI algorithms are trained primarily on data from a specific 

demographic group, they may fail to offer relevant content to underrepresented groups, potentially limiting the 

inclusivity of personalized marketing strategies (Binns, 2018). Therefore, addressing bias in AI algorithms is a critical 

challenge for marketers seeking to create fair and equitable personalized experiences. 

 

In conclusion, the literature on AI-driven personalization in social media highlights its significant role in enhancing 

customer engagement, driving purchase intentions, and fostering trust. AI enables brands to create highly relevant and 

individualized experiences that resonate with consumers, leading to greater engagement and loyalty. However, 

challenges related to privacy, transparency, and ethical considerations must be addressed to ensure that AI 

personalization remains both effective and responsible. As technology continues to evolve, AI’s impact on customer 

engagement in social media is expected to grow, offering new opportunities and challenges for marketers in the retail 

sector. 

 

Research Objective 

The objective of this research is to examine the impact of AI-driven personalization on customer engagement on social 

media platforms in the retail sector. 

 

RESEARCH METHODOLOGY 
 

This research adopts a quantitative approach, utilizing a structured questionnaire to collect primary data from 120 

respondents based in Hyderabad. The respondents are selected from individuals who actively use social media 

platforms for shopping-related activities, ensuring that the sample is relevant to the study's focus on AI-driven 

personalization in retail. The questionnaire consists of closed-ended questions designed to capture data on respondents' 

demographics, social media usage habits, attitudes towards AI-driven personalized content, and their engagement levels 

(likes, shares, comments). Data is collected using a convenience sampling technique, where respondents are selected 

based on their accessibility and willingness to participate. The collected data is analyzed using descriptive and 

inferential statistical methods to identify patterns, relationships, and insights into the impact of AI personalization on 

customer engagement and purchase intentions. Ethical considerations, including informed consent and privacy 

protection, are ensured throughout the data collection process. 

 

Data Analysis and Interpretation 

To achieve this objective descriptive statistics and regression analysis have been used. 
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Descriptive Statistics of AI-Driven Personalization and Customer Engagement 

 

Statement Category Mean SD 

1. Personalized product recommendations are relevant to my preferences. 
AI-Driven 

Personalization 
4.20 0.85 

2. I feel more engaged with brands that use AI-driven personalization. 
AI-Driven 

Personalization 
4.15 0.78 

3. AI recommendations influence my purchasing decisions. 
AI-Driven 

Personalization 
4.00 0.90 

4. I trust brands that use AI to personalize content. 
AI-Driven 

Personalization 
3.85 1.05 

5. Personalized content makes my online shopping experience easier. 
AI-Driven 

Personalization 
4.10 0.91 

6. AI-based ads feel more relevant to my needs compared to generic ads. 
AI-Driven 

Personalization 
4.25 0.80 

7. I enjoy seeing personalized offers on social media platforms. 
AI-Driven 

Personalization 
3.95 0.92 

8. AI personalization makes me feel that brands understand my preferences. 
AI-Driven 

Personalization 
4.05 0.88 

9. I am likely to engage with posts that are personalized through AI. 
AI-Driven 

Personalization 
4.10 0.84 

10. I am more likely to purchase from a brand that offers personalized 

experiences. 

AI-Driven 

Personalization 
4.30 0.77 

11. I frequently like or react to posts from brands I follow on social media. Customer Engagement 4.35 0.81 

12. I often share content from brands on my social media. Customer Engagement 3.85 0.95 

13. I frequently comment on posts from brands I like. Customer Engagement 4.00 0.92 

14. I actively follow brands on social media platforms. Customer Engagement 4.10 0.86 

15. I feel more connected to brands that actively engage with customers on social 

media. 
Customer Engagement 4.20 0.82 

16. I enjoy participating in social media contests and giveaways by brands. Customer Engagement 4.05 0.89 

17. I often click on ads from brands on social media. Customer Engagement 3.70 1.00 

18. I feel more loyal to brands that respond to my comments on social media. Customer Engagement 4.30 0.76 

19. I trust brands more when they have active engagement on social media. Customer Engagement 4.25 0.79 

20. I am more likely to purchase from brands I engage with on social media. Customer Engagement 4.15 0.88 

 

Regarding AI-driven personalization, respondents tend to agree with most statements, with means ranging from 3.85 

to 4.30. The highest agreement is seen in statements such as "I am more likely to purchase from a brand that offers 

personalized experiences" (Mean = 4.30, SD = 0.77) and "AI-based ads feel more relevant to my needs compared to 

generic ads" (Mean = 4.25, SD = 0.80). These indicate that AI-driven personalization is seen as relevant and impactful 

on purchase decisions. However, there is some variation in trust towards AI personalization, with a slightly lower score 

for "I trust brands that use AI to personalize content" (Mean = 3.85, SD = 1.05), suggesting that while personalization 

is generally welcomed, there may be concerns regarding privacy or transparency. 

 

On the customer engagement side, respondents are highly engaged with brands on social media. Statements such as "I 

frequently like or react to posts from brands I follow" (Mean = 4.35, SD = 0.81) and "I feel more loyal to brands that 

respond to my comments on social media" (Mean = 4.30, SD = 0.76) show strong positive engagement. However, 

some areas like "I often click on ads from brands on social media" (Mean = 3.70, SD = 1.00) reveal that engagement 

with ads can be less consistent, likely due to ad saturation or irrelevance. 

 

In conclusion, both AI personalization and customer engagement are strong influencers, but the level of trust and 

relevance in personalized content and ads can vary. 

 

REGRESSION ANALYSIS 

Model Summary: 

Model R R² Adjusted R² Std. Error of the Estimate 

1 0.75 0.562 0.556 0.423 
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The Model Summary reveals that the regression model explains 56.2% of the variation in customer engagement with an 

R² value of 0.562, suggesting a strong relationship between AI-driven personalization and customer engagement. The 

Adjusted R² of 0.556 slightly adjusts the model for predictors, indicating the model’s reliability. A Std. Error of the 

Estimate of 0.423 indicates the average deviation between the observed and predicted values, which is relatively low, 

demonstrating good predictive accuracy. Overall, the model shows that AI personalization significantly influences 

customer engagement on social media platforms. 

 

ANOVA: 

Source Sum of Squares df Mean Square F Sig. 

Regression 35.645 1 35.645 124.31 0.000 

Residual 27.671 118 0.234   

Total 63.316 119    

 

The ANOVA table in the regression analysis provides essential insights into the overall significance of the model. The 

Regression Sum of Squares (35.645) reflects the portion of the total variation in customer engagement that is explained 

by AI-driven personalization, indicating that the independent variable has a notable influence. The Residual Sum of 

Squares (27.671) represents the variation that remains unexplained by the model, which is relatively small compared to 

the explained variation, suggesting that the model fits the data well. The Mean Square values are calculated by dividing 

the sum of squares by their respective degrees of freedom (df). The Regression Mean Square (35.645) is large 

compared to the Residual Mean Square (0.234), which indicates that the variability explained by the model is much 

greater than the residual error, further supporting the model’s effectiveness. The F-statistic of 124.31 tests the null 

hypothesis that the model explains no variance in customer engagement. A high F-value combined with a p-value of 

0.000 confirms that the regression model is statistically significant, and AI-driven personalization significantly 

influences customer engagement. This indicates that AI personalization has a strong impact on customer behavior and 

interactions on social media platforms, underscoring its importance in retail marketing strategies. 

 

Coefficients: 

Variable 
Unstandardized Coefficients 

(B) 

Standardized Coefficients 

(Beta) 
t Sig. 

(Constant) 1.245  6.895 0.000 

AI Personalization (Independent 

Variable) 
0.432 0.750 11.16 0.000 

 

The Coefficients table shows that AI-driven personalization has a significant positive effect on customer engagement. 

The constant (1.245) represents the baseline level of customer engagement when AI personalization is absent. The 

unstandardized coefficient for AI personalization is 0.432, indicating that for every unit increase in AI personalization, 

customer engagement increases by 0.432 units. This demonstrates that personalized experiences on social media have a 

notable impact on how customers interact with brands. The standardized coefficient (Beta) of 0.750 suggests that AI 

personalization is a strong predictor of customer engagement, indicating that it has a more substantial effect compared 

to other variables. The t-value of 11.16 and the p-value of 0.000 confirm the statistical significance of the relationship, 

making it clear that AI personalization plays a crucial role in enhancing customer engagement on social media 

platforms, particularly in the retail sector. 

 

Major Findings of the study 

The major findings of the regression analysis reveal a strong and statistically significant relationship between AI-driven 

personalization and customer engagement on social media platforms. The analysis highlights that AI personalization 

plays a crucial role in shaping how consumers interact with brands, particularly in the retail sector. Firstly, the R² value 

of 0.562 indicates that AI-driven personalization accounts for 56.2% of the variance in customer engagement, 

suggesting a substantial impact of personalized experiences on customer behavior. This finding supports the idea that 

personalized content, offers, and recommendations significantly enhance engagement with brands on social media. The 

unstandardized coefficient for AI personalization (0.432) shows that as AI-driven personalization increases, customer 

engagement also rises. For every unit increase in AI personalization, customer engagement increases by 0.432 units, 

highlighting the positive influence of tailored experiences on consumer interactions. The standardized coefficient (Beta) 

of 0.750 further emphasizes that AI personalization is a strong predictor of customer engagement, suggesting that it has 

a larger effect compared to other potential factors influencing engagement. The t-value of 11.16 and the p-value of 

0.000 confirm the statistical significance of AI personalization’s effect on customer engagement, reinforcing the 

validity of these findings. This result indicates that AI personalization not only improves engagement but also drives 

customer loyalty, trust, and purchase intentions on social media platforms. In conclusion, the findings demonstrate that 

AI-driven personalization is a key driver of customer engagement in the retail sector. Brands that leverage AI to deliver 

personalized experiences can expect increased customer interaction, higher levels of trust, and a greater likelihood of 
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purchase decisions. This underscores the importance of incorporating AI personalization strategies to enhance customer 

experiences and engagement on social media. 

 

CONCLUSION 

 

In conclusion, this study demonstrates that AI-driven personalization significantly enhances customer engagement 

on social media platforms within the retail sector. The regression analysis reveals a strong positive relationship, with AI 

personalization explaining over 56% of the variation in customer engagement. Personalized content and 

recommendations drive higher levels of interaction, trust, and purchase intentions among consumers. The findings 

emphasize the importance of utilizing AI to create tailored experiences that resonate with customers, thereby boosting 

brand loyalty and engagement. Retail brands leveraging AI for personalization are well-positioned to foster deeper 

connections and drive business growth. 
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