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Abstract 
Background: This study investigates how artificial intelligence (AI) enhances customer experience as part of 

digital business transformation. With businesses increasingly relying on AI for personalization and real-time 

engagement, this research seeks to understand AI's role in improving customer satisfaction, particularly in service 

areas like social media marketing and call centers. 

Materials and Methods: The research uses a secondary research approach, analyzing literature and reports from 

2018 to 2024. Data was gathered from peer-reviewed articles, case studies, and industry reports, and thematic 

analysis was applied to identify the key impacts of AI on customer experience. 

Results: The findings reveal a positive correlation between AI and improved customer experience, with AI 

accounting for 26.4% of the variance. Key benefits include personalized services (22.9%) and better after-sale 

support (7%). AI has also reduced waiting times and improved real-time engagement, particularly in customer 

service. 

Conclusion: AI offers significant benefits for enhancing customer experience, but the challenges remain, 

including adoption barriers and privacy concerns. This study concludes that balancing technological 

advancements with ethical considerations is crucial for successful AI integration. 

Key Words: Digital Transformation, Artificial Intelligence, Chatbot, Customer Experience 

Date of Submission: 16-10-2024                                                                           Date of Acceptance: 26-10-2024 

 

I. Introduction 
Since covid-19 every business, company and industries have been introducing digital transformation into 

their business in which customers services remain one of the most important aspects. This has been changing 

business, companies and industries in terms of customer services. According to Addimulam et al., 2020 and 

Vennapusa et al., 2022, Understanding the impact of the digital revolution on corporate operations and consumer 

relations is essential for success. Digital transformation encompasses cloud computing, big data analytics, AI, IoT 

(Internet of Things), and automation. The digital era has brought about tremendous transformation in the field of 

customer experience management. And, in many respects, it has reshaped it. This change revolves around the 

seamless integration of digital technologies into client interactions. The digital landscape has led to a fundamental 

transformation in company philosophy and strategy. The transformation started with the digitization of basic 

consumer contacts. Simple activities, such as online ordering and electronic customer service, are indicative of 

the early stages of this change. As technology progressed, so did the intricacy and effectiveness of these digital 

relationships. 

Today, we see a total digitization of the customer journey, from first contact to post-purchase assistance. 

The transition from traditional customer contacts to digital customer experiences has been nothing short of 

astounding, with organizations transitioning from a product-centric to a customer-centric approach, with the 

customer experience at the forefront of all decisions in which Artificial Intelligence plays a pivotal role. Digital 

transformation is the process of incorporating digital technologies into all aspects of an organization. What's 

striking about this phenomenon is that these changes are being driven by customers rather than by companies. 

The banking business serves just one illustration of this. Consider how rarely do we contact a bank directly. Our 

interactions are instead directed at apps, AI’s and other products that allow us to quickly find answers without 

having to wait on hold. In the financial sector, customer experience is a top priority. In essence, customers have 

control over how they interact with brands. Businesses that want to better understand their customers and provide 

excellent products, services, and experiences are refocusing their strategies around the consumer, employing 

Artificial Intelligence to ensure that the customer receives a quick response even from the comfort of their own 

home whenever they interact with such a business, and this also provides them with real-time customer analytics. 

This entails investing in technologies and business models that put the client first in their decision-making. 

This research analyses the impact of Artificial Intelligence (AI) on business. It’s aimed at investigating 

how artificial intelligence (AI) is revolutionizing consumer experience by improving personalization, efficiency, 
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and engagement in commercial settings. The study also aims to investigate the numerous AI tools and 

technologies that are redefining consumer interactions, such as chatbots, predictive analytics, and 

recommendation engines, and evaluate their influence on customer satisfaction, retention, and overall business 

performance. By looking into the role of AI in providing more personalized and seamless experiences, the study 

hopes to provide insights into how businesses may use AI to fulfill changing customer expectations and achieve 

a competitive advantage in the digital age. However, the objectives of this research are to investigate the 

transformative role of AI in improving customer experience by examining its integration into important business 

processes such as marketing, sales, and service. Additionally, it will also measure the impact of AI on customer 

happiness, particularly through tailored services and recommendations that boost engagement and retention. The 

study will also assess the usefulness of AI-driven solutions in customer support, such as chatbots and virtual 

assistants, and how they improve service efficiency. It will also look at the obstacles and hazards associated with 

AI adoption, such as data privacy, biases, and the ethical implications of automated systems. The study will 

provide insights into future trends, forecasting how upcoming AI technologies will further impact and evolve 

digital customer engagement. 

 

Statement of Problem: Before now, businesses and companies used quality service or product offerings to win 

over customers, but this is no longer the case. Nowadays, a far more crucial success component has emerged: 

providing the finest possible client experience. In today's highly competitive ecommerce landscape, businesses 

must prioritize the consumer experience more than ever before. As trends shift toward technology and solutions 

that help customers interact with products and services more efficiently. Creating outstanding consumer 

experiences frequently requires brands to embark on digital transformation initiatives to respond to new market 

realities. And today's always on-the-go, tech-savvy customers demand their wants to be satisfied immediately, 

which means organizations must meet consumers where they are if they want to. 

 

Definition of Terms 

i. Artificial intelligence (AI): This is the emulation of human intellect in machines, allowing them to perform 

activities such as learning, reasoning, problem-solving, and decision-making (Addimulam et al., 2020). 

ii. Machine Learning (ML): This is a subset of artificial intelligence that contains algorithms that enable 

machines to learn from data and improve their performance without explicit programming for each task. 

iii. Natural Language Processing (NLP): This is an area of artificial intelligence that aims to help robots 

understand, interpret, and generate human language. 

iv. Chatbots and Virtual Assistants: These are AI-powered programs that employ natural language processing 

(NLP) to engage with clients, answer questions, and provide assistance in real time. 

v. Sentiment analysis: This is the technique of applying artificial intelligence to assess the emotions and 

attitudes conveyed by customers during interactions. 

vi. Personalization: In AI, personalization refers to the use of customer data and machine learning algorithms 

to provide customized experiences, recommendations, or solutions based on specific customer preferences. 

vii. Automated Ticketing Systems (ATS): These are AI systems that categorize, prioritize, and route customer 

service tickets to the proper teams. 

viii. Voice Assistants: Artificial intelligence-powered systems such as Google Assistant, Siri, and Alexa that 

listen to voice commands, conduct tasks, and offer information via hands-free interactions, increasing user 

accessibility (Perez & Williams, 2020). 

ix. Digital transformation: This is the integration of digital technologies such as artificial intelligence, cloud 

computing, and big data analytics into all elements of a company, transforming business operations, 

strategies, and consumer interactions (Addimulam et al., 2020). 

 

II. Literature Review 
AI provides organizations with customer insights, allowing them to design their strategy accordingly 

(Morgan, 2018). On the other hand, InMoment (2018) found that 75% of customers are afraid of tailored adverts. 

Many customers who value in-person experiences may feel as if someone is "watching them" on the internet, 

which may result in a negative reaction. Furthermore, Mannino et al. (2015) illustrated the hazards of employing 

AI in business throughout their study. The researcher reported that if machines become quicker, more reliable and 

cheaper than human workers in many areas of work, this would likely cause the labor market to be uprooted on a 

scale not seen since the Industrial Revolution. Improving customer experience has become more difficult as 

customer expectations continue to rise. Firms wanting to provide a competitive advantage in customer service 

should consider more than just delivering material at the correct time through an appropriate channel. They should 

investigate novel techniques to reduce clients' pain spots throughout the entire purchasing process, as well as 

delivering effective customer service. An instance of this is delivering highly personalized and on-demand data 

and support for each customer leading to enhanced customer experience. 
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Artificial Intelligence can be defined as the imitation of human intelligence in machines, allowing them 

to accomplish tasks that would normally require human cognitive abilities like learning, reasoning, problem 

solving, and decision making. AI systems learn and improve over time by utilizing algorithms, mathematical 

models, and data. The branches of artificial intelligence include: 

 

Machine Learning (ML): A subset of AI where machines learn from data and improve their performance without 

being explicitly programmed for each task. Supervised, unsupervised, and reinforcement learning are common 

types of machine learning. 

 

Deep Learning: A specialized form of machine learning using neural networks with multiple layers. It's 

particularly effective in tasks like image and speech recognition. 

 

Natural Language Processing (NLP): The field of AI focused on enabling machines to understand, interpret, 

and generate human language. NLP powers virtual assistants, translation services, and sentiment analysis tools. 

 

Computer Vision: AI techniques that allow machines to interpret and process visual information from the world, 

such as recognizing objects in images or video. 

 

Robotics: Combining AI with robotics enables machines to perform physical tasks autonomously, from 

manufacturing to healthcare. 

 

Expert Systems: AI systems that emulate the decision-making abilities of a human expert in specific domains, 

like medical diagnostics or financial planning. 

 

Key Areas of Artificial Intelligence (AI): AI in customer service is transforming how organizations connect 

with their customers, increasing efficiency, customization, and overall customer pleasure. Chatbots and virtual 

assistants are two of the most prominent examples of AI applications. These AI-powered solutions, which utilize 

Natural Language Processing (NLP), can handle a wide range of consumer inquiries, from simple FAQs to 

complicated concerns. Chatbots, which are available 24/7, drastically reduce response times, lower costs, and 

provide scalability in customer support. For example, Bank of America's Erica and Zendesk's Answer Bot provide 

fast support, making them essential for firms looking to improve customer relations (Huang & Rust, 2020). 

However, personalization is another important area where AI comes into play. AI systems use machine 

learning and data mining techniques to assess client data and predict requirements and preferences to create 

individualized experiences. This tailored strategy boosts both client happiness and engagement. A notable 

example is Netflix's tailored content recommendations, which have become a hallmark of their customer 

experience strategy, as well as Amazon's product recommendations, both of which are enabled by AI's ability to 

learn from previous activities (Smith, 2021). AI also improves customer service with automated ticketing systems. 

Machine learning algorithms can sort, prioritize, and route customer tickets to the right teams, allowing issues to 

be fixed more quickly. Furthermore, these systems may measure ticket urgency, anticipate resolution durations, 

and recommend solutions, resulting in increased overall efficiency (Taylor et al., 2022). Freshdesk and 

Salesforce's Einstein AI use these skills, allowing customer support workers to focus on more important activities. 

Additionally, Sentiment analysis is another strong AI technique that allows organizations to assess client 

feelings in real time. By assessing the emotion underlying client interactions, AI enables service personnel to 

modify their tone or escalate issues as needed, allowing them to better manage unsatisfied consumers. HubSpot 

and IBM Watson are among the main tools in this field, allowing for proactive and adaptive customer service 

tactics. Voice assistants, such as Google Assistant, Siri, and Alexa, are also gaining popularity in customer support. 

These AI-powered products respond to voice queries, perform tasks, and supply information via voice commands, 

providing customers with a hands-free, accessible way to communicate with enterprises (Perez & Williams, 

2020). Also, AI improves customer service by analyzing input and providing actionable insights. Businesses can 

improve their services by analyzing data from surveys, reviews, and social media. AI-powered solutions such as 

Medallia and Qualtrics use advanced analytics to alter how businesses manage customer interactions (Gartner, 

2021). 

Furthermore, predictive customer service, backed by AI, allows organizations to anticipate consumer 

wants before they occur. By evaluating past data, AI can predict prospective difficulties or churn risks, allowing 

businesses to address consumer concerns before they become problems. This predictive strategy not only 

minimizes complaints but also boosts customer loyalty, particularly in businesses such as software and predictive 

maintenance (Johnson & Lee, 2022). 
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III. Methodology 
This study uses a secondary research approach to investigate the impact of artificial intelligence (AI) on 

customer experience. Secondary research entails collecting and analyzing information from previous studies, 

journal articles, books, and reports. This strategy was chosen because of its capacity to combine findings from 

many sources, resulting in a comprehensive knowledge of AI's role in improving customer service across 

industries (Bryman, 2016). The use of secondary data enables this study to build on well-established research 

findings and integrate several views to identify major trends and gaps in present literature. 

 

Data Collection: The data collection procedure included a comprehensive review of current academic literature, 

case studies, industry reports, and conference papers on the issue of artificial intelligence in customer service. 

Google Scholar, JSTOR, and ScienceDirect databases were searched for terms including AI in customer service, 

chatbots in customer interactions, AI and customer satisfaction, and predictive analytics in customer assistance 

(Kitchenham & Charters, 2007). To guarantee that the most recent advances in AI technology were included, the 

study focused on publications published between 2018 and 2024. 

 

Limitation: The use of secondary data restricts this study to examining findings from previous research, which 

may not fully capture all nuances of AI applications in varied contexts (Glass, 1976). Furthermore, because the 

study does not entail primary data gathering, it depends on the quality and extent of available data. 

 

IV. Findings 
Several researchers have discovered that Artificial Intelligence is quite impactful on customer 

experience, one of which is research conducted by Daqar, M. A. M. et al, 2019 from which it was discovered that 

a significant positive correlation between AI and customer experience, with AI explaining 26.4% of the variance 

in customer experience, particularly in personalized customer service (22.9%) and after-sale support (7%). 

Personalized customer service, enhanced by AI throughout the buying journey, plays a crucial role in improving 

the overall customer experience by predicting customer needs and providing customized services (Daqar & 

Smoudy, 2019). Additionally, the integration of AI in call centers has been found to reduce customer wait times, 

further enhancing satisfaction (Daqar & Smoudy, 2019). 

 

Table 1: Shows the result of effect of AI on customer experience 
Model F P-value R R -Square 

Customer Experience 22.669 <0.001 0.514 0.264 

Personalized Customer Service 24.669 <0.001 0.479 0.229 

After Sales Customer Support 6.294 0.014 0.265 0.07 

Source: Daqar and Smoudy: The Role of Artificial Intelligence in Enhancing Customer Experience 

 

According to Global Disclosure of Economics and Business, Volume II, various areas in digital 

transformation were analyzed to measure how much impact each of the areas contributes to customer experience. 

It was discovered that AI chatbots, account for 35% of advancements, represent the most significant sector in 

enhancing customer experience by providing fast and efficient support. AR and VR technologies, make up 25%, 

further boost consumer engagement and interaction through immersive experiences. Mobile payments, with a 

20% share, improve customer satisfaction by offering convenience and speed. Personalization, with 15%, tailors’ 

interactions to individual preferences, making them more meaningful and engaging. Lastly, omnichannel 

integration, at 5%, focuses on delivering seamless experiences across different channels but plays a smaller role 

compared to the other advancements. The chart below shows the contribution of each of these areas 

 

 
Figure I: Distribution of impact of Digital transformation on Customer Experience.  

Source: Global Disclosure of Economics and Business, Volume 11, No 2/2022 
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Also, research by Lu et al., 2024, explores how AI is being integrated into user experience (UX) practices 

and its limitations. Key findings from the research highlight that despite significant advancements in AI 

technologies, the adoption of AI tools by UX practitioners remains limited due to a mismatch between the 

technology-driven approach of AI and the human-centered mindset required in UX design (Lu et al., 2024). 

UX practitioners prioritize empathy-building and understanding user experiences across multiple UI screens, 

which AI tools often overlook, focusing instead on automating individual tasks or UI screens (Lu et al., 2024). 

Moreover, Omeish et al., 2024, in a research paper titled "Investigating the Impact of AI on Improving 

Customer Experience through Social Media Marketing: An Analysis of Jordanian Millennials" examined how AI 

tools like chatbots, virtual influencers, and augmented reality (AR) affect customer experience in social media 

marketing. The study's findings reveal that AI has a significant positive impact on customer experience, 

particularly among Jordanian millennials. The research found that chatbots, AR, and virtual influencers can 

effectively improve user experience, as these tools personalize interactions and provide real-time responses, 

which are crucial for engaging the tech-savvy millennial audience. The research employed a direct hypothesis 

testing and mediation analysis using Smart PLS 4 to analyze data collected from 300 Jordanian millennials active 

on social media. The study adopted purposive sampling, targeting users who are likely to engage with AI-driven 

marketing efforts. Statistical analyses, such as composite reliability, R-square values, and T-statistics, were 

employed to assess the relationships between AI tools and user experience. Results showed significant T-statistics 

for chatbots (T = 7.363) and virtual influences (T = 6.406), indicating strong positive effects of these technologies 

on enhancing user interactions. The study concluded that AI tools such as chatbots and AR significantly enhance 

real-time customer engagement, making them valuable assets for businesses aiming to attract and retain millennial 

customers. The findings support the idea that AI-driven social media tools can increase customer satisfaction by 

delivering personalized and interactive experiences, contributing to better marketing outcomes. 

 

V. Conclusion 
This research has explored the transformative impact of Artificial Intelligence (AI) on customer 

experience in the context of digital transformation. The findings reveal that AI is playing a pivotal role in 

reshaping how businesses interact with their customers, offering unprecedented levels of personalization, 

efficiency, and engagement. Based on these findings we can conclude as follows: 

i. Positive Correlation: There is a significant positive correlation between AI implementation and improved 

customer experience. AI explains a substantial portion of the variance in customer experience, particularly in 

personalized customer service and after-sale support. 

ii. Enhanced Personalization: AI-driven personalization throughout the customer journey has emerged as a 

crucial factor in improving overall customer experience. By predicting customer needs and providing 

customized services, businesses can significantly enhance satisfaction levels. 

iii. Efficiency Improvements: The integration of AI in customer service operations, such as call centers, has led 

to reduced wait times and improved response rates, contributing to higher customer satisfaction. 

iv. Social Media Integration: AI tools like chatbots, virtual influencers, and augmented reality (AR) have shown 

significant positive impacts on customer experience in social media marketing, especially among millennial 

consumers. 

v. Real-time Engagement: AI-powered solutions enable real-time customer engagement, making them valuable 

assets for businesses aiming to attract and retain customers in the digital age. 

 

VI. Recommendation 
Based on the findings of this study and conclusion we could recommend that it’s important for 

businesses, companies and industries too: 

 

Prioritize AI-Driven Personalization: 

i. Implement AI algorithms to analyze customer data and provide personalized recommendations, content, and 

services. 

ii. Develop AI-powered systems that can predict customer needs and preferences to enhance proactive customer 

service. 

 

Integrate AI Chatbots and Virtual Assistants 

i. Deploy AI-powered chatbots to handle routine inquiries, reducing wait times and improving response rates. 

ii. Ensure these systems can seamlessly escalate complex issues to human agents when necessary. 

 

Enhance Social Media Engagement with AI 

i. Utilize AI tools like virtual influencers and augment reality in social media marketing strategies, especially 

when targeting younger demographics. 
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ii. Implement AI-driven social listening tools to monitor and respond to customer sentiment in real-time. 

 

Balance Technology with Human Touch 

i. While leveraging AI, maintain a human-centered approach in UX design to ensure empathy and understanding 

in customer interactions. 

ii. Provide options for customers to easily reach human agents when desired. 

 

Invest in AI-Powered Analytics 

i. Use AI for predictive analytics to anticipate customer behavior, preferences, and potential issues. 

ii. Implement AI-driven systems for real-time data analysis to enable quick decision-making in customer service 

operations. 

 

Address Privacy and Ethical Concerns 

i. Develop clear policies on data collection and usage, ensuring transparency with customers. 

ii. Implement robust data security measures to protect customer information. 

iii. Regularly audit AI systems for potential biases and ethical issues. 

 

Focus on Continuous Learning and Improvement 

i. Implement machine learning models that continuously learn from customer interactions to improve service 

quality over time. 

ii. Regularly update AI algorithms based on new data and changing customer preferences. 

 

Provide AI Education and Training: 

i. Invest in training programs for employees to effectively work alongside AI systems. 

ii. Educate customers on how AI is being used to improve their experience, addressing any concerns or 

misconceptions. 

 

Develop an Integrated AI Strategy 

i. Create a comprehensive AI strategy that aligns with overall business goals and customer experience objectives. 

ii. Ensure cross-departmental collaboration in AI implementation to create a cohesive customer journey. 

 

Measure and Monitor AI Impact: 

i. Establish clear metrics to measure the impact of AI on customer experience, including satisfaction rates, 

resolution times, and customer retention. 

ii. Regularly assess the ROI of AI implementations and adjust strategies accordingly. 
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