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Retailers face a brand new challenge in the form of the empowered 
consumer. Across the sector, consumers expect more information that 
is tailored to them about what to buy, where to buy it, and where the best 
deals are. In this white paper, we take a look at how injecting machine 
learning into your existing business intelligence solutions and processes 
can fundamentally change how you connect with customers to improve 
business results. 
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The Empowered Consumer in Today’s Market
The empowered consumer is more connected and informed than ever before. Armed with a world 
of information at their fingertips, consumers demand that retailers understand their ever-changing 
shopping habits and respond with tailored and relevant information. They want the right products 
available to them and they want them available at the most optimal time and place.

Adding to the pressure on retailers is the possibility that someone could post a negative review about your 
business. The marketplace is full of examples of this threat. A customer can easily damage a company’s 
reputation with some well-placed and timely reviews, often driven by the retailer simply not understanding the 
importance of influencers on their bottom line. 

When it comes to working with the empowered consumer, AI has the power to help your business thrive by 
leveraging your own data to better understand your customers. With this information in hand, you can then 
help your organization adapt to the changing marketplace.
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Empowered AI-Based Consumer Use Cases
AI can help tremendously with connecting to the consumer, including the following use cases:

Predict the Number of 
Days Until a Consumer’s 
Next Order

Based on prior purchase 
history, businesses 
can improve customer 
experience and more precise 
segmentation of consumers.

5

Product Promotion

Identify the most effective 
product to present to each 
customer in order to influence 
their buying decisions based on 
historical data, including web 
searches, purchase behavior, 
email opens, and calls.

6

Multi-Touch Attribution

Understand the value of 
conversion across digital 
channels to ensure digital 
marketing spend is being  
used in the right channels  
and campaigns.

7

1

Next Best Offer

By leveraging AI models that 
continually learn from past 
behavior, DataRobot can help 
easily predict the next best offer 
for your customers so that you 
can be more personalized with 
customer engagement.

2

Predict The Next Customer  
CRM State

Inform the strategy of future 
marketing communications by 
understanding if consumers are 
going up or down the CRM state: 
activation, regular, high-value, 
decliner, dormant, or churn.

3

Customer Satisfaction

Using product reviews, surveys, 
and watch/buy data, retailers 
can predict purchasing 
sentiment across the entire 
customer base.

4

Hyper-Personalization

Retailers can target all forms 
of ads to the specific needs 
of the individual consumer. 
Companies such as Kroger 
84.51 are leveraging AI to 
personalize over a billion  
offers to consumers, resulting  
in tremendous uptake in 
customer response.
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Changing Consumers: Retail Trends
The retail marketplace has become connected, complex, and competitive. Whether it’s keeping pace 
with the connected consumer, embracing emerging trends in shopping, or staying ahead of the 
competition, the forces that are bearing down on retailers are greater than ever before. 

The modern consumer has little to zero tolerance when shopping. They want what they want, and they want 
it now. They want it delivered quickly, and they want to be able to return for any reason. Today’s consumers 
demand a seamless experience. They are empowered and astute, always connected to their mobile devices, 
tech savvy, and can switch brands or retailer loyalty faster than ever before. 

CASE STUDY 1:  
Hyper-Personalization to the  
Empowered Consumer 
 
LARGE SOUTH AMERICAN 
DEPARTMENT STORE

CHALLENGE: This large retailer has tens of millions 
of customers across South America. They wanted to 
increase revenue by targeting promotions to customers 
who were most likely to respond. Since they have many 
different product categories, it was critical for them to 
personalize their offerings to each customer. 

SOLUTION: They had a proficient data science team 
before and were making models. However, they were not 
using DataRobot, and modeling took them much longer.

RESULT: They finished the project in days rather than 
weeks, saving time for their data science team and 
enabling them to push out their promotions faster.

Modern Consumer

Demands Sublime Experience

Empowered & Astute

Always Connected

Tech Savvy

Zero Tolerance
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The Empowered Consumer is Reshaping the Apparel Market

Foot traffic in the past 
year fell as customers 
eschewed crowded  
shop floors in favor  
of online shopping.

IN 2018, H&M reported 
the pile of unsold stock had 
GROWN 7% in the past 
year and was now worth 
nearly $4.3 BILLION  
in unsold clothes.

Similar сhallenges are 
hitting a wide array of  
"fast fashion" retailers.
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* Worldometer, World Population Projections

SOCIETY

The key to addressing these challenges is to be as responsive as possible. And fine-tuning that 
response means understanding the disruptors you are dealing with. Here, we look closely at the 
main challenges that retailers face and how understanding your data can help solve them.

Urbanization

By 2023, 57% of the world population will be living 
in cities, demanding modern lifestyles marked by 
convenience and speed.*

Experiences Over Things

Consumer spending is gradually shifting away from 
superfluous products to experiential activities, such 
as travelling, entertainment, and dining out.

Health and Sustainability

The global appetite for healthy, sustainable, and 
organic products is stronger than ever. Global 
organic retail sales have been increasing each year.

Demographic Transcendance

Consumers now transcend the traditional 
demographic brackets. We see everything from the 
heartfelt shopper influenced by sustainability and 
ethics to the forgotten shopper who is well-informed 
before purchasing. We see the magpie shopper who 
buys on impulse and the utilitarian shopper to take 
pleasure in shopping online.

Aging Society

Baby Boomers, now approaching retirement age, see 
a reduction in their spending power, and are shopping 
for more affordable products.

Shrinking Households

Big box retailers have to face a marketplace where 
households forgo the big, weekly stock-up in favor 
of smaller, more frequent trips for specific or 
specialty items.

https://www.worldometers.info/world-population/world-population-projections/
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TECHNOLOGY

Changing Routes to the Internet

Mobile phones are now ubiquitous, leading to more 
and more people being connected to e-commerce. It 
is estimated that over half of the world’s population 
has access to the internet, largely via mobile devices.

Demand for Transparency of Goods Sold

Consumers increasingly demand transparency and 
accountability for the products they eat and drink, 
which, in turn, drives demand for traceability.

Spread of Digital Payments

Fast and frictionless payment is a key expectation of 
the on-demand and mobile consumer.

Spread of Digital Voice Assistants

This will have an impact on the discovery phase of 
the shopping journey, limiting the number of easily 
discoverable items per search term.
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1  Statista (China), Statista (India)  
2  Global STEIP Report, Future Retail Disruption 2018/19, September 2018

INDUSTRY

Retail Polarization

Consumers are looking for low-priced products,  
which means that the discount channel is taking  
a large share of food retail.

Channel Composition

Discount, convenience and online are now the fastest-
growing channels in grocery. At the same time, 
hypermarkets and superstores will remain essential.

Spread of Digital Payments

E-commerce is swiftly reshuffling the established 
order of retail, and will account for more than one-
quarter of global chain retail by 2023.2 

GLOBAL ECONOMY

Consumer Market Growth

The speed of growth in emerging markets has led 
Asia to overtake North America and Europe in terms 
of market size.

Category Spending Shifts

After housing, consumers spend the most on food. 
As priorities shift from products to experiences, food 
service and entertainment grow their wallet share 
fastest, while foot retail sales lose importance.

Addressable Population Growth

Income expansion and urbanization will drive 
addressable population growth. By 2023, China  
and India alone will add 122 million people to  
the addressable consumer pool.1

https://www.statista.com/statistics/263765/total-population-of-china/
https://www.statista.com/statistics/263766/total-population-of-india/
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In addition, each generation of consumer behaves differently and, therefore, 
responds to different marketing messages. Baby Boomers are starting to 
downscale their spending. Generation X struggled through the financial crisis, 
which has affected their consumer confidence. Generation Y values experiences 
over things and, therefore, spends a lot of their budget on dining and traveling. 
Generation Z are younger consumers who are increasingly concerned about a 
throwaway culture, looking to own fewer but more high quality items. 

By using your own data to account for important factors at work in the retail 
industry, you can make a plan for your business that is based on targeted, more 
actionable insights. 

AI builds the bridge between what the empowered 
consumer wants and how retailers can deliver on 
those expectations faster and more accurately.
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AI-Driven Consumer Insights for Retail
One of the biggest challenges for retailers is understanding and connecting with their customers 
and potential consumers. 

For centuries, retailers have struggled to figure out which products and features are most appealing. What’s the 
optimal price point? What message will resonate with customers? How frequently should they send out that 
message? What discounts and promotions are customers looking for? How much product do they need to have 
on hand to meet demand? 

Today, many retailers use anecdotal information and common sense to drive these decisions. Most retailers 
have implemented business intelligence solutions, or rely on third-party consulting companies to figure out 
these questions. In the next 12 months alone, 41% of retailers plan to invest in AI and machine learning,  
per a Coresight Research survey, to make more precise insights and inject machine learning into their traditional 
business intelligence workflow.

These models can predict incremental spend potential from existing customers when shopping in-store, online, 
or via mobile. By using customer purchase history to come up with the most effective offers, retailers can 
influence their buying decisions and anticipate which customers are at risk to churn.

CASE STUDY 2:  
Hyper-Personalization to the Individual 
Empowered Consumer 
 
KROGER
Companies such as Kroger 84.51 are leveraging AI 
to personalize over a billion offers, such as printing 
individual catalogs with appropriate coupons based 
on spending preferences of 60 million households and 
3 billion shopping baskets. The result is a noticeable 
uptick in consumer response, sales, and profits.

We want to understand our 
customers to drive better 
customer experiences, make 
their lives easier or give them 
an overall better customer 
experience. At 84.51, we 
make DataRobot available to 
all our 200 data scientists.

– Scott Crawford, 
Head of Enable the Science 

84.51 Kroger

In a world where the consumer is empowered to shop anywhere, 
anytime, on any channel, it is imperative that retailers use machine 
learning to detect critical changes in patterns of behavior. 
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Solution: How Can Enterprise AI Help Today’s Retailers?
In the retail industry, there are many opportunities in every part of the business that can deliver value from investing in 
DataRobot. Here, we take a look at several popular use cases that could be deployed – with the benefit of automated machine 
learning – to better reach the empowered consumer.

Customer Satisfaction

Using survey data or written reviews,  
you can determine the likelihood that 
a customer is currently a promoter or 
detractor based on data about their recent 
customer experience. This enables you  
to turn detractors into neutral participants, 
and neutrals into promoters.

Path to Purchase

Using the web data you already have, you can 
optimally design your web site and mobile 
pages to maximize conversions from home 
page to payment. Your data can tell you the 
likelihood of click-through to the next page,  
the changes needed to improve navigation, 
and how to improve customer satisfaction  
and user experience. 

Predict the Next Customer State

Building campaigns to target customers in 
different stages helps inform the strategy  
of future marketing communications so that 
you can create communications based on 
customer's preferred channels, products,  
and frequency. 

Sentiment Analysis and Text 
Interpretation

AI-based text analytics helps retailers 
understand the empowered consumer, by 
using their online reviews, call center logs, 
and inbound emails to understand what 
keywords and phrases predict behavior.

Digital Marketing Attribution

Retailers are challenged to truly understand 
which marketing tactics contribute to sales, 
especially around digital. What is the effect 
of paid,  owned, and earned searches? What 
is the multi-touch path that leads to certain 
results? What’s the ROI? By using AI, retailers 
can more precisely use their marketing  
to follow the money.

Predict the Next Customer State

Consumers have a wide range of product 
choices. By understanding their wallet share 
as a percentage of their overall spend broken 
down by brand or retailer, retailers are better 
able to upsell and cross-sell, price products, 
and offer the features that consumers are 
looking for.
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Solution: Enterprise AI Platform
The aim of data science modeling is to predict future performance from past 
behavior. For example, a retailer could answer the question, what coupons 
or product cross-selling should be included in hyper-personalized marketing 
campaigns? With automated machine learning, retailers can improve their ability to 
understand and connect with the empowered consumer, which will help improve 
their entire bottom line, thereby saving time and money and increasing efficiency. 

However, modeling is a complex and labor-intensive effort, because there is a 
tremendous amount of historical data, from point-of-sales to online activity to 
survey data. This is compounded by the fact that there are hundreds or thousands 
of variables that can contribute to a prediction, making it difficult to find the most 
influential signals in the data. Also, it is time-consuming for programmers and data 
science professionals to write programs – taking weeks or months to perform even 
a straightforward marketing mix model. In addition, once they are operationalized, 
models need to be monitored constantly, taking into account changing conditions, 
such as new product offerings, or a competitor opening a new store. If market 
changes are significant enough, the models may need to be rebuilt. 
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As a result, retailers need predictions tailored to each dataset and to each use case. Because important details 
like SKU, store, or individual shoppers have such an effect on results, hundreds or thousands of individual 
predictive models need to be created.

DataRobot, the leading enterprise AI platform and the creator of automated machine learning, enables retailers 
to quickly create, deploy, and manage the most advanced machine learning models on the planet. Both 
advanced data scientists and business users with limited data science skills can inject AI into their existing 
workflow and get results in minutes or hours, versus weeks or months. 

By automating data processing, model creation, deployment 
to production, and by monitoring for drift in data changes after 
operationalizing, retailers can see almost immediate answers 
to their most pressing business questions.

CASE STUDY 3:  
Improving Targeted Marketing by $1MM  
for Each Campaign 
 
JAPANESE LIFESTYLE PRODUCTS 
COMPANY

CHALLENGE: This company markets lifestyle products 
to millions of Japanese women through direct mail, 
catalog, and coupons. They faced a significant increase 
in competition from Amazon and other competitors, 
which led to a decline in sales. As a result, their goal 
was to increase the performance of their three main 
sales and marketing areas (direct mail, catalog, and 
coupons) through targeted marketing. They had tried 
other machine learning vendors, but these did not work, 
because the predictions explanations were a black box, 
giving them no information on how to improve their 
marketing methods. 

SOLUTION: Having just emerged from a financial crisis, 
the company wanted to use DataRobot as part of their 
turnaround strategy to target the right products to the 
right people. DataRobot allowed them to look at the 
prediction explanations, which enabled them to adjust 
their marketing strategies.

RESULT: On each campaign, they make around a 
million dollars more than they did previously. Today, 
they are one of the biggest DataRobot users in Japan.



Text analysis is a great example of DataRobot’s capabilities when it comes to sentiment analysis of the empowered 
consumer. Above is an example of keywords that indicate a positive (red) or negative (blue) sentiment. Interestingly, “ok” 
might ordinarily appear to be positive in normal conversations, but in the example dataset it indicates a negative review, 
such as “this product is just ok.”
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Here is an example prediction application based on a DataRobot model, 
predicting whether or not a consumer is likely to promote your product. 
The prediction is 93% that the consumer is positive, largely due to the 
review summary text reading, “the conference is excellent and the 
coffee is flavorful. Learning a lot.” It also shows 121 web visits in the 
past two months, and 34 item purchases in the past twelve months.

With specific and transparent information such as this, retail business 
executives who use the DataRobot platform can see the specific 
reasons for or against any prediction.



WHITE PAPER  |  The Empowered Consumer 

16

Conclusion

AI presents an unprecedented opportunity for retailers to connect with their customers. 
Whether it’s targeted advertising through hyper-personalization, ensuring customer 
satisfaction, or promoting products, the ways that AI can help retailers are nearly limitless.  

Let our team of retail industry experts show you how you can achieve your goals and beat 
your competition with automated machine learning.

For more information, visit https://www.datarobot.com/retail 

Those that embrace these opportunities and introduce AI 
into every part of their organization will survive and thrive. 

Retailers that delay or avoid learning about this technology 
will lose ground and, ultimately, may not survive. 

https://www.datarobot.com/retail  
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DataRobot is the leader in enterprise AI, delivering trusted AI technology and 
enablement services to global enterprises competing in today’s Intelligence 
Revolution. DataRobot’s enterprise AI platform democratizes data science with end-
to-end automation for building, deploying, and managing machine learning models. 
This platform maximizes business value by delivering AI at scale and continuously 
optimizing performance over time. The company’s proven combination of cutting 
edge software and world-class AI implementation, training, and support services, 
empowers any organization – regardless of size, industry, or resources – to drive 
better business outcomes with AI. 

Learn more at datarobot.com
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