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ABSTRACT

Artificial Intelligence (AI) has emerged as a
transformative technology that is reshaping modern
business and commerce through automation,
predictive analytics, intelligent decision-making,
personalization and enhanced customer engagement.
This article examines the impact of Al on business
performance, e-commerce, marketing, finance,
human resource  management, supply-chain
operations and customer relationship management.
The study adopts a conceptual and analytical
approach based on recent secondary evidence and
scholarly literature. The scale of Al adoption
demonstrates its growing commercial significance.
McKinsey’s 2025 Global Survey reported that 78%
of organizations use Al in at least one business
function, while 71% regularly use generative Al in
at least one function. McKinsey also estimates that
generative Al could generate US$2.6—4.4 trillion in
annual economic value across 63 business use cases,
with approximately 75% of the potential value
concentrated in customer operations, marketing and
sales, software engineering, and research and
development. However, widespread adoption has
not automatically translated into organization-wide
financial impact, highlighting the importance of
strategic implementation, data quality, employee
skills, governance and responsible Al practices.

Key words: Artificial Intelligence, Business
Transformation, E-Commerce, Digital Economy,
Business Performance, Consumer Behaviour.

I. INTRODUCTION

Artificial Intelligence (Al) has emerged as
one of the most influential technologies shaping the
contemporary global business environment. Rapid
developments in machine learning, natural language
processing, predictive analytics, robotics and
generative Al are changing how organizations
produce goods, deliver services, interact with
consumers and make strategic decisions. Al is
increasingly being integrated into marketing,
finance, human resource management, e-commerce,

supply-chain management, customer service and
business analytics. According to McKinsey's 2025
global survey, 78% of organizations reported using
Al in at least one business function, demonstrating
the rapid diffusion of Al across modern enterprises.

The commercial significance of Al extends
beyond automation. Al enables organizations to
analyze large volumes of data, identify consumer
preferences, forecast market trends, personalize
products and services, detect fraud and improve
operational efficiency. In e-commerce,
recommendation systems and Al-powered chat bots
can enhance customer experience, while predictive
analytics can support inventory and demand
management. In financial services, Al is
increasingly used for risk assessment, fraud
detection and customer support.

However, Al adoption also creates
significant ~ challenges. = Concerns  regarding
employment displacement, data privacy, algorithmic
bias, cyber security, transparency and accountability
have become important issues for businesses and
policymakers. Therefore, the impact of Al should be
evaluated not only in terms of technological
efficiency but also through its economic, social and
ethical consequences.

This article examines how Al is
transforming modern business and commerce,
analyses its major opportunities and challenges, and
discusses strategic approaches for achieving
responsible, sustainable and inclusive Al adoption.

II. BACKGROUND OF THE STUDY
Artificial Intelligence (AI) has evolved
from an emerging technological concept into a
major driver of contemporary economic and
commercial transformation. Advances in machine
learning, natural language processing, computer
vision, predictive analytics, robotics and generative
Al have enabled organizations to automate routine
activities, analyze large datasets and improve
decision-making. The rapid expansion of Al is
reflected in global investment and organizational
adoption. According to the Stanford Al Index 2026,
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global corporate Al investment more than doubled
in 2025, while organizational Al adoption increased
to 88%. Generative Al was used in at least one
business function by 70% of surveyed organizations.

The economic importance of Al is further
demonstrated by its growing investment base.
Stanford's 2025 AI Index reported that global
corporate Al investment reached US$252.3 billion
in 2024, representing a 25.5% increase from 2023.
Private Al investment increased by 44.5%, while
generative Al attracted US$33.9 billion in private
investment.

Al is transforming virtually every major
business function. In marketing and sales, Al
supports customer segmentation, personalized
recommendations and predictive advertising. In
finance, it assists with fraud detection, risk
assessment and automated services.
E-commerce businesses employ Al for demand
forecasting, recommendation systems, dynamic
pricing and customer support, while supply chains
increasingly use predictive analytics for inventory
and logistics management.

However, Al adoption also presents
significant  challenges, including employment
transformation, data privacy, algorithmic bias, cyber
security, transparency and regulatory uncertainty.
Moreover, high adoption does not necessarily
guarantee significant financial returns; Stanford
reports that many organizations achieving financial
benefits from Al still experience relatively modest
levels of impact.

Therefore, understanding Al's economic,
managerial and social implications is essential. This
study examines how AI is reshaping modern
business and commerce, focusing on its
opportunities, challenges, strategic implications and
prospects for responsible and sustainable business
transformation.

III. LITERATURE REVIEW

Davenport and Ronanki (2018) examined
the practical application of Al in organizations and
argued that businesses should focus on realistic
applications such as process automation, cognitive
insights and customer engagement. Their study
suggests that Al can improve operational efficiency
and customer experience when aligned with clearly
defined business problems.

Brynjolfsson and McAfee (2017)
positioned Al as a general-purpose technology with
the potential to transform economic activity and
business models. They emphasized that Al creates
value not simply through automation but through

complementary innovations, new products, services
and organizational capabilities.

Keding (2021) systematically reviewed
four decades of research on Al and strategic
management, analyzing 58 relevant articles. The
study found that Al is increasingly influencing
strategic tasks and organizational outcomes, while
highlighting the need for further research into
measurable business effects and the conditions
required for successful Al adoption.

Borges et al. (2021) conducted a
systematic literature review of Al and business
strategy. Their framework identified four important
sources of business value: decision support,
customer and employee engagement, automation,
and new products and services. The authors also
highlighted continuing gaps in understanding how
organizations can strategically integrate Al to create
sustainable business value.

Han et al. (2021) investigated Al in
business-to-business ~ marketing ~ through a
bibliometric analysis of 221 journal articles
published between 1990 and 2021. Their findings
identified five major domains of Al-enabled B2B
marketing innovation and demonstrated the growing
importance of Al for marketing research and
business practice.

Overall, the literature demonstrates that Al
has considerable potential to improve efficiency,
decision-making, customer engagement and
innovation. However, existing research also
indicates important gaps concerning ethical
governance, employee adaptation, responsible
implementation and measurable long-term business
outcomes. These gaps provide the basis for
examining the broader impact of Al on modern
business and commerce.

IV.  NEED FOR THE STUDY

The rapid development of Artificial
Intelligence (Al) has created significant changes in
the way businesses operate, compete and interact
with consumers. Al is increasingly being applied in
marketing, finance, e-commerce, customer service,
human resource management, and manufacturing
and supply-chain operations. The growing adoption
of Al makes it necessary to understand whether
technological investment is producing meaningful
improvements in business efficiency, innovation and
customer satisfaction. At the same time, Al creates
concerns relating to employment displacement, data
privacy, algorithmic  bias, cyber security,
transparency and ethical decision-making. These
issues are particularly important for developing
economies, where differences in  digital
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infrastructure, skills and organizational capacity
may influence Al adoption. Therefore, a systematic
examination of both the benefits and risks of Al is
required. The study is needed to provide an
integrated understanding of Al's impact on modern
business and commerce and to assist managers,
entrepreneurs, policymakers and researchers in
developing effective strategies for responsible,
inclusive and sustainable Al adoption.

V. OBJECTIVES OF THE STUDY

1. To examine the impact of Artificial
Intelligence on modern business and
commerce, particularly in efficiency,
innovation and decision-making.

2. To analyze the opportunities and
challenges associated with Al adoption
across major business functions.

3. To assess the strategic and ethical
implications of Al and suggest measures
for responsible and sustainable adoption.

V. METHODOLOGY

The present study adopts a descriptive and
analytical research design to examine the impact of
Artificial Intelligence (AI) on modern business and
commerce. The study is primarily based on
secondary data collected from peer-reviewed journal
articles, books, international reports, government
publications and credible institutional sources
published mainly between 2018 and 2026. Relevant
literature was selected to examine Al adoption,
business performance, e-commerce, marketing,
financial services, customer behaviour, employment
and ethical concerns. A systematic literature-based
approach was used to identify major trends,
opportunities and challenges associated with Al-
driven business transformation. The study analyses
evidence from international organizations and
research institutions, including the Stanford Institute
for Human-Centered Artificial Intelligence,
McKinsey Global Institute, World Economic Forum
and other recognized sources.

The analysis is organized thematically
around four major dimensions: Al adoption,
business performance, opportunities and challenges.
Al adoption is examined through automation,
predictive analytics, personalization and intelligent
decision-making, while business performance is
assessed through operational efficiency, innovation,
customer satisfaction and competitive advantage.
Ethical and social dimensions, including
employment, privacy, algorithmic bias and cyber
security, are also considered. The study wuses
qualitative content analysis and comparative

analysis to synthesize existing evidence. The
methodology enables an integrated assessment of
Al's current role and future implications for modern
business and commerce.

VII. AIIN MODERN BUSINESS AND
COMMERCE

Artificial Intelligence (AI) has become a
major technological force in modern business and
commerce, influencing how organizations produce,
market, sell and deliver goods and services. Its
applications include machine learning, predictive
analytics, natural language processing, computer
vision, robotics and generative Al. The scale of
adoption demonstrates the growing importance of
Al in commercial activities. According to the
Stanford AI Index 2026, organizational Al adoption
increased from 78% in 2024 to 88% in 2025, while
79% of surveyed organizations reported using
generative Al in at least one business function.

In marketing and sales, Al enables
customer segmentation, personalized advertising,
recommendation systems and predictive analysis of
consumer behaviour. In e-commerce, Al-powered
recommendation engines, chat bots, automated
customer support, fraud detection and dynamic
pricing improve customer experience and
operational efficiency. In finance and banking, Al
supports credit assessment, fraud detection, risk
management and automated financial services.
Similarly, supply-chain management uses Al for
demand forecasting, inventory optimization,
logistics planning and predictive maintenance.

Al is also transforming human resource
management by supporting recruitment, employee
analytics, workforce planning and training. In
manufacturing, intelligent systems and robotics
improve quality control and production efficiency.
Stanford's 2026 Al Index reports productivity gains
of approximately 14—15% in customer support, 26%
in software development and 50% in marketing
output in studies examining Al-assisted work.

However, adoption remains uneven.
McKinsey's 2025 survey found that nearly two-
thirds of organizations had not yet begun scaling Al
across the enterprise, despite  widespread
experimentation, while 64% of respondents reported
that Al was enabling innovation and only 39%
reported enterprise-level EBIT impact. This
indicates that purchasing or deploying Al tools
alone does not guarantee business success.
Organizations must redesign workflows, develop
employee capabilities, establish effective
governance and integrate Al with broader business
strategies.
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Thus, Al is transforming modern
commerce from conventional digital operations
toward increasingly intelligent, data-driven and
automated business models. Its long-term
contribution will depend on the ability of
organizations to combine technological capabilities
with human skills, ethical governance, data quality
and strategic management.

Artificial Intelligence is increasingly
influencing almost every major business function.
Recent evidence indicates that Al adoption is
moving beyond experimentation toward broader
organizational use. McKinsey's 2025 Global Survey
reported that 88% of respondents' organizations
regularly use Al in at least one business function,
while 79% reported regular use of generative Al in
at least one function. However, only a minority of

VIII. IMPACT OF ARTIFICIAL organizations has achieved enterprise-wide scaling,
INTELLIGENCE ON BUSINESS indicating that adoption and value creation remain
FUNCTIONS different stages of Al transformation.
Table - 1
Al Adoption across Major Business Functions
Business Function Organizations Regularly Using Gen
Al (%)
Marketing and Sales 42
Product/Service Development 28
IT 23
Service Operations 22
Knowledge Management 21
Software Engineering 18
Human Resources 13
Risk, Legal & Compliance 11
Strategy & Corporate Finance 11
Supply Chain & Inventory 7
Manufacturing 5

Source: McKinsey Global Survey, 1,491 respondents, July 16-31, 2024.

Data analysis: Marketing and sales
represents the strongest area of generative-Al
adoption at 42%, followed by product/service
development at 28% and IT at 23%. The
comparatively lower adoption in manufacturing

(5%) and supply-chain/inventory management
(7%) indicates that generative Al is currently more
concentrated in information-intensive functions than
in physical operations.

Table - 2
Al Adoption and Business Performance
Performance Indicator Reported Finding
Organizations using Al in >1 function 88%
Organizations using Gen Al in >1 function 79%
Organizations using Al in multiple functions > two-thirds
Organizations using Al in 3+ functions =50%
Organizations that have fully scaled Al 7%
Source: McKinsey Global Survey, 2025.
Data analysis: The findings reveal an widespread than organizational transformation.

important Al adoption—scaling gap. Although 88%
of organizations report Al use in at least one
function, only 7% report that AI has been fully
scaled across the organization. This suggests that
technological experimentation is considerably more

Businesses therefore need appropriate infrastructure,
employee skills, workflow redesign and governance
mechanisms to convert Al adoption into sustainable
performance improvements.
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Table — 3
Impact of AI on Revenue by Business Function

Business Function Respondents Reporting Revenue
Increase (%)
Strategy & Corporate Finance 70
Supply Chain & Inventory Management 67
Marketing & Sales 66
Service Operations 63
Software Engineering 57
Product/Service Development 51

Source: McKinsey Global Survey, July 2024, among respondents whose organizations regularly use Gen Al in
the relevant function.

Data analysis: The data indicate that Al
can contribute to revenue generation across diverse
business functions. 70% of respondents reported
revenue increases in strategy and corporate finance,
while 67% reported increases in supply-chain and
inventory management. Marketing and sales

recorded 66%, highlighting the commercial value of
Al-enabled customer targeting and personalization.
Product and service development recorded 51%,
suggesting that Al is also supporting innovation and
new offerings.

Table — 4
Al-Related Cost Savings across Business Functions

Business Function

Respondents Reporting Cost Savings

(%)
Service Operations 49
Supply Chain Management 43
Software Engineering 41

Other functions

Lower/variable levels

Source: Stanford AI Index 2025.

Data analysis: Service operations recorded
the highest reported cost savings at 49%, followed
by supply-chain management (43%) and software
engineering (41%). However, Stanford reports that
most organizations experiencing financial benefits

estimated the magnitude of savings at less than 10%.
This indicates that AI currently produces
incremental rather than transformational financial
benefits for many organizations.

Table - 5
Al Productivity Gains in Selected Business Activities

Business Activity Reported Productivity/Output Gain
Marketing output 50%
Software development 26%
Customer support 14-15%

Source: Stanford Al Index 2026.

Data analysis: The evidence indicates that Al produces particularly strong benefits in structured and
measurable tasks. Marketing output showed an estimated 50% gain, while software development recorded 26%
and customer support 14—15%. These differences suggest that the effectiveness of Al depends strongly on the
nature of the task, availability of data and the degree to which outputs can be measured and monitored.

Table — 6
Overall Impact of AI on Major Business Functions

Business Function Primary Al Application

Major Expected Impact | Overall Assessment

Marketing & Sales Personalization,

content
generation, customer analytics

Revenue growth and
customer engagement

Very High
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IT & Software Coding, testing, information | Productivity and cost | Very High
processing efficiency

Service Operations Chat bots, customer-service | Faster service and cost | High
automation reduction

Product Development | Product design and innovation New products and services | High

Finance Risk analysis, fraud detection, | Better decisions and risk | High
forecasting management

Supply Chain Demand forecasting, inventory | Cost reduction and | High
optimization efficiency

Human Resources Recruitment, workforce | Administrative efficiency | Moderate
analytics

Manufacturing Robotics, quality control, | Productivity and | Moderate—High
predictive maintenance operational efficiency

Source: Author's synthesis based on recent international evidence from McKinsey and Stanford Al Index.

Data analysis: Overall, Al has the strongest
immediate influence in marketing, sales, IT,
software development and service operations, where
digital data and structured workflows are readily
available. Its impact is also expanding in finance,
supply chains and product development. However,
the relatively low level of full organizational scaling
demonstrates that businesses must move beyond
isolated Al applications toward integrated
organizational  transformation. The evidence
therefore supports the argument that Al should be
treated not simply as an automation tool but as a
strategic organizational capability.

IX. OPPORTUNITIES CREATED BY
ARTIFICIAL INTELLIGENCE
Artificial Intelligence (AI) is creating

significant opportunities for modern business and

commerce by improving productivity, innovation,
customer engagement and market competitiveness.

Recent international evidence demonstrates that

these opportunities are increasingly measurable.

1. Increased Productivity and Operational
Efficiency: Al enables organizations to automate
repetitive activities, analyze large datasets and
support employees in complex tasks. The Stanford
Al Index 2026 reports productivity improvements of
approximately 14—15% in customer support, 26% in
software development and 50% in marketing output
in selected studies. These findings demonstrate the
potential of Al to reduce processing time and
increase employee productivity.

2. Improved Customer Experience and
Personalization: Al provides businesses with
opportunities to analyze consumer behaviour and
deliver personalized products and services.
Recommendation systems, chat bots and intelligent
customer-service platforms can improve
responsiveness and  customer  engagement.

McKinsey's 2025 survey found that 45% of
respondents reported improved customer
satisfaction following Al adoption. The same
proportion reported improvement in competitive
differentiation.

3. Innovation and New Business Models:
Al is becoming an important source of
organizational innovation. McKinsey found that
64% of respondents reported that Al was enabling
innovation, while organizations are increasingly
experimenting with Al agents capable of performing
multi-step activities. This creates opportunities for
new digital products, automated services, intelligent
platforms and Al-based entrepreneurial ventures.

4. Revenue Growth and Competitive
Advantage: Al can support revenue generation
through targeted marketing, predictive analytics,
personalized recommendations and improved
product development. In McKinsey's 2025 evidence,
67% of respondents using Al in marketing and sales
reported revenue increases, while 62% reported
revenue increases in product and service
development and 59% in supply-chain management.
These findings demonstrate that Al can contribute to
commercial growth beyond simple cost reduction.

5. Expansion of Digital Commerce and
Global Business: Al creates opportunities for e-
commerce, MSMEs and international businesses by
lowering the cost of sophisticated digital
capabilities. Automated marketing, translation,
customer analytics, inventory forecasting and Al-
assisted content creation allow smaller enterprises to
compete more effectively. The global scale of
adoption is significant: Stanford's 2026 Al Index
reports that 88% of surveyed organizations used Al
in at least one business function in 2025, while
generative Al was used in at least one business
function by 70%.
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Overall, the evidence indicates that Al
provides opportunities not only for cost efficiency,
but also for innovation, customer satisfaction,
revenue growth, productivity and competitive
differentiation. However, organizations must
combine Al investment with employee skills,
quality data, workflow redesign and effective
governance to convert technological potential into
sustainable business value. McKinsey reports that
nearly two-thirds of organizations were still not
scaling AI across the enterprise in 2025,
demonstrating that substantial opportunities remain
to be realized.

X. MAJOR FINDINGS

The study identifies the following /0 major
findings regarding the impact of Artificial
Intelligence (AI) on modern business and
commerce:

1. Al has become main stream in business.
Stanford's Al Index 2026 reports that 88%
of surveyed organizations used Al in at
least one business function in 2025,
demonstrating rapid technological
diffusion.

2. Generative Al is increasingly integrated
into  business activities, particularly
marketing, software development, and
customer  service and  knowledge
management.

3. Marketing and sales remain among the
leading areas of Al adoption. Al supports
customer  segmentation,  personalized
recommendations, content generation and
predictive marketing.

4. Evidence indicates significant productivity
gains from Al-assisted work. Studies
reported approximately 14-15%
improvement in customer support, 26% in
software development and 50% in
marketing output.

5. Al is contributing to revenue growth
through improved customer targeting,
product development, personalization and
supply-chain optimization. However, the
scale of financial benefits varies
considerably between organizations.

6. Al-powered chat bots, virtual assistants and
recommendation systems enable faster and
more  personalized services. Recent
evidence indicates that approximately 45%
of surveyed organizations reported
improved customer satisfaction following
Al adoption.

7. Al is increasingly supporting the
development of new products, services and
business models. McKinsey reported that
64% of respondents considered Al an
important enabler of organizational
innovation.

8. Al adoption is not uniform across business
functions. Information-intensive areas such
as marketing, IT and software development
generally show stronger adoption than
manufacturing and physical operations.

9. Despite  widespread  experimentation,
enterprise-wide implementation remains
limited. This indicates that AI adoption
alone does not automatically produce
significant business value; organizations
require appropriate skills, infrastructure
and workflow redesign.

10. AI creates concerns involving employment
transformation, data privacy, algorithmic
bias, cyber security, transparency and
accountability. Responsible governance
and human oversight are therefore essential
for sustainable Al adoption.

XI. RECOMMENDATIONS OF THE
STUDY

Based on the analysis of Artificial
Intelligence (AI) and its impact on modern business
and commerce, the following /0 recommendations
are proposed:

1. Organizations should invest
continuously in Al literacy, digital skills and
professional training. Employees should be trained
to work effectively with Al systems rather than
viewing Al only as a replacement for human labour.
Reskilling and up skilling programmes can help
workers adapt to changing job requirements.

2. Businesses should avoid adopting Al
simply because it is technologically fashionable. Al
investments should be linked to clearly define
organizational objectives such as productivity
improvement, customer service, cost reduction,
innovation or risk management. Pilot projects
should be  evaluated Dbefore  large-scale
implementation.

3. Effective Al depends heavily on reliable,
accurate and accessible data. Organizations should
establish appropriate data-management systems,
cloud infrastructure, cyber security mechanisms and
data-quality standards. Poor-quality data can
produce inaccurate predictions and ineffective
business decisions.

4. Businesses using Al should implement
strong privacy and data-protection measures.
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Customers should be informed about how their
personal information is collected, processed and
used. Data minimization, secure storage and
appropriate access controls should become essential
components of Al-enabled commerce.

5. Organizations should establish ethical
guidelines  covering  fairness, transparency,
accountability and human oversight. Al systems
should be regularly assessed for algorithmic bias
and discriminatory outcomes. Important business
decisions should not depend entirely on automated
systems without appropriate human supervision.

6. Governments, financial institutions and
industry organizations should facilitate affordable
access to Al technologies for MSMESs and start-ups.
Training programmes, digital infrastructure,
financial incentives and shared technology platforms
can reduce the technological gap between large
corporations and smaller enterprises.

7. Businesses should adopt a human-
centred Al approach in which technology
complements rather than unnecessarily replaces
human capabilities. Human judgment remains
particularly important in strategic management,
ethical decisions, complex customer relationships
and situations involving uncertainty.

8. The increasing use of Al also increases
exposure to cyber threats, data breaches and
malicious manipulation. Organizations should
strengthen cyber security infrastructure, conduct
regular risk assessments and establish incident-
response mechanisms to protect business systems
and customer information.

9. Companies should create clear
governance structures defining responsibility for Al
development, deployment and  monitoring.
Governments and regulators should establish
appropriate frameworks that encourage innovation
while protecting consumers, employees and
businesses. Regular auditing of high-impact Al
systems should also be encouraged.

10. Al technologies are developing rapidly;
therefore, organizations should continuously
evaluate their economic, social and ethical effects.
Universities, businesses and governments should
collaborate on research concerning productivity,
employment, consumer behaviour, Al ethics and
sustainable digital commerce. Evidence-based
evaluation can ensure that Al adoption produces
long-term and inclusive benefits.

XII. CONCLUSION

Artificial Intelligence has emerged as a
transformative force in modern business and
commerce, influencing organizational operations,

decision-making, marketing, finance, e-commerce,
customer service, human resource management and
supply-chain activities. The study demonstrates that
Al provides substantial opportunities to improve
productivity, reduce operational costs, enhance
customer experiences, support innovation and
strengthen competitive advantage. Recent evidence
of widespread organizational adoption confirms that
Al is moving from an experimental technology
towards an important component of contemporary
business strategy. However, the benefits of Al are
not automatic. The study identifies significant
challenges relating to employment transformation,
data privacy, algorithmic bias, cyber security,
transparency, accountability and unequal access to
advanced technologies. The gap between Al
experimentation and  successful  large-scale
implementation  further =~ demonstrates  that
technological investment alone cannot guarantee
improved business performance.

The study therefore concludes that the
future of Al-driven commerce depends on the ability
of organizations to integrate technology with skilled
human resources, reliable data, effective
infrastructure  and  responsible  governance.
Businesses should adopt a human-centred approach
in which Al complements human capabilities rather
than simply replacing them. Governments, industry
and academic institutions should also collaborate to
develop appropriate regulatory, educational and
ethical frameworks. Overall, responsible and
strategically managed Al adoption can contribute
significantly to innovative, competitive, efficient
and sustainable business development in the digital
economy.
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