
CFR EARLY INSIGHT #28
WHAT CAN RESEARCH TEACH US ABOUT AI IN RETAIL?

Center for Retailing (CFR) at the Stockholm School of Economics has a mission to provide 
high-level academic education and to conduct world-class research on retailing in close 
collaboration with the Swedish retail industry. CFR Early Insight is a breakfast seminar series 
through which CFR faculty members share insights from ongoing research projects. The 
series provides a platform for employees at our partner companies to meet and discuss 
current challenges in retailing.
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(SJ in defence of their pricing model: ”We believe in it”)
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“In the short run, AI will 
provide evolutionary 
benefits; in the long run, it is 
likely to be revolutionary” 

(Davenport 2018, p. 7)



AGENDA

• AI in retailing research

• Common pitfalls
• Data for AI in retail
• Questions for AI retail
• Applications for AI in retail

• Future research needs when it comes to AI in retail
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POINT  OF  DEPARTURE

• Artificial intelligence (AI) is believed to have major impact on business in the coming 
years, especially so for retail (e.g., Cao 2021, Guha et al 2021)

• AI can be defined as the ability of a machine to perform functions we associate with 
human minds, such as perceiving, reasoning, learning, and problem solving. 

• AI comprises several different methods (sometimes also referred to as technologies), 
such as Machine Learning, Deep Learning, Neural Networks, Robotics, Natural 
Language Processing, Machine Vision… 

• In retailing, AI applications are likely to transform organizations on both the demand side 
(e.g., service operations) and supply side (e.g., supply chain and manufacturing)
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Sources: Cao, L. (2021). Artificial intelligence in retail: applications and value creation logics. International Journal of Retail & Distribution
Management, 49, 7, 958-976. DOI: 10.1108/IJRDM-09-2020-0350

Guha, A., Grewal, D., Kopalle P. K., Haenlein, M., Schneider, M. J., Jung, H., Moustafa, R., Hegde, D. R. & Hawkins, G. (2021). How artificial
intelligence will affect the future of retailing. Journal of Retailing, 97 (1), 28-41. DOI: 10.1016/j.jretai.2021.01.005

https://www.emerald.com/insight/content/doi/10.1108/IJRDM-09-2020-0350/full/html
https://www.sciencedirect.com/science/article/pii/S0022435921000051


AI  IN  RETAIL  RESEARCH
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L I TERATURE  REVIEW:  A I  IN  RETAIL

• Until June 2022 (n = 91articles)

• There is a growing literature on AI in retiling. Academic research on AI in retailing is 
primarily published marketing journals, but we also find quite a few articles in general 
management and operations journals.

• Overall, research on AI in retail has focused primarily on demand side applications. The 
most common focus is on online customer assistance (mainly through chatbots). These 
studies focus/uses machine learning/deep learning, natural language processing, and 
robotics techniques.

• Comparing academic research with practitioner priorities it seems that academic 
research is overly focused on demand side applications such as service operations at 
the expense of supply side application such as supply chain and manufacturing.
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Natorina, Andersson, Rosengren, in progress

Funded by:



SOME IN IT IAL  REFLECT IONS… 
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Using AI to answer Research 
Questions 

(long established)

Testing effects of AI in retail, 
typically focused on robots, 

especially chatbots
(established)

Investigating 
implementation and 

implications of AI in practice
(under development)

Natorina, Andersson, Rosengren, in progress



COMMON P ITFALLS
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P ITFALLS  FOR B IG DATA AND AI  IN  RETAIL ING

• Not looking “beyond the hype”

• Over-confidence and over-reliance on analytics

• Putting customers' trust on the line 

• Not every problem requires or benefits from AI 

• Not investing enough in capabilities related to AI
(i) people, 
(ii) systems,
(iii) processes, and 
(iv) organization
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Adapted from Dekimpe (2020)



DATA FOR AI  IN  RETAIL
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DATA QUALITY
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Adapted from Bradlow et al 2017

Errors and inconsistencies?

Old vs. new?

Lack of integration?

Endogeneity?

What is missing?



FROM DATA-DRIVEN DECIS IONS TO DECIS ION-DRIVEN DATA 
ANALYT ICS
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de Lange and Puntoni (2020)
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QUEST IONS FOR AI  RETAIL
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ASCARZA’S THREE  REASONS WHY AI  INVESTMENTS  FAIL

1. Failure to ask the right questions (“alignment”)

2. Failure to weigh the value of being right vs. the cost of being wrong 
(“asymmetry”)

3. Failure to leverage granular predictions (”aggregation”)

Underlying these issues are often failure in communications between data 
scientists and managers
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Ascarza, Ross and Hardie (2021)

https://hbr.org/2021/07/why-you-arent-getting-more-from-your-marketing-ai


ASKING THE  R IGHT  QUEST ION

• “How do we reduce churn?”

• “How can we best allocate our budget for retention 
promotions to reduce churn?” 

• “Given a budget of $x million, which customers should we 
target with a retention campaign?”
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Ascarza, Ross and Hardie (2021)



SUGGESTED SOLUT IONS

1. Spend time understanding the problem that is to be solved. 
• Define it on the atomic level – what is the question to be answered and how will 

decisions be made?

2. Identify lost opportunities in current approaches. 
• Lost opportunities should be identified on the atomic level – they are lost in 

aggregates and averages.

3. Identify causes of waste and missed opportunities. 
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Ascarza, Ross and Hardie (2021)



APPL ICATIONS FOR AI  IN  RETAIL
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DEMAND S IDE  APPL ICATIONS OF AI

• During adaption: AI is held to a higher standard and less trusted
• Use for objective and cognitive (not subjective and emotional) tasks
• Use for non-consequential (not consequential) tasks

• During usage: AI is evaluated based on how it performs
• Use to explain functions “how” (not rationale “why”)
• Use for standardized (not personalized tasks)

• Many risks related to privacy, bias and ethics

• Path forward: augmented rather than automated AI?
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Davenport et al (2020)



SUPPLY S IDE  APPL ICATIONS OF AI
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Bonetti et al (2022)



FROM AUTOMATION AND PREDICT ION TO TRANSFORMATION
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Agrawal et al (2022)

https://hbr.org/2022/11/from-prediction-to-transformation


CONCLUSIONS

• In the short run, AI will provide evolutionary benefits; in the long run, it is likely 
to be revolutionary. Currently supply-side applications of AI are likely to be 
most impactful in retail, but over time AI will likely transform business models, 
organizations and markets. 

• Successful implementation of AI requires accurate data management 
processes, the ability to ask the right questions, as well as an understanding of 
how managerial decision making will change with the implementation of AI. 

• Academic retail research has focused mostly on demand-side rather than 
supply chain applications and digital rather than physical implementation. 
Thus, there is still much to be learned about the impact of AI in retailing. 
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FEBRUARY & MAY

Next CFR EARLY INSIGHT

Ideas, feedback, comments?
Please tell us by e-mailing karl.strelis@hhs.se



CENTER  FOR RETAIL ING RESEARCH THEMES 2022-24

Find out more about or research on www.hhs.se/cfr

http://www.hhs.se/cfr

