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This article explores how generative artificial
intelligence (GAl) is transforming e-commerce,
with major players and startups integrating
such applications. It discusses GAl's impact

on organizational structure, search costs, and

consumer buying decisions.

enerative artificial intelligence (GAI) is poised
to bring about transformative changes in the
e-commerce industry and market. E-commerce
giants such as Alibaba, Amazon, and JD, and
startups such as grocery delivery platform Instacart have
deployed GAI applications to facilitate e-commerce activ-
ities. Noteworthy large-scale retailers have also rolled out
similar solutions in the market. In June 2023, French gro-
cery chain Carrefour announced its plan to deploy three
solutions based on OpenAI's GPT-4 and ChatGPT: 1) an ad-
vice robot to help shopping on carrefour.fr, 2) description
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sheets for Carrefour-brand products
that provide detail of every product
on its website, and 3) support for
purchasing procedures. The chain’s
ChatGPT-based Hopla helps custom-
ers with their daily shopping. Cus-
tomers can ask for help in choosing
products based on budget, their food
constraints or menu ideas.!

Buyers and sellers can harness
GAI to effectively address and man-
age a variety of challenges in their
transactions. For instance, online
shoppers are faced with various sources of uncertainty
such as those related to vendor, product characteristics,
and product fit.2 GAI solutions can help reduce such uncer-
tainties. Totake an example,in June 2023, Google launched
a GAlfeature called virtual try-on tool for an immersive on-
line shopping experience. It includes various models, sizes,
skin tones, body shapes, ethnicities, and hair types. Users
can fine-tune their product preferences and explore dif-
ferent options. The tool is powered by Google’s internally
developed diffusion-based model, aiming to enhance ev-
eryday activities like shopping. Initially available to U.S.
shoppers with models from brands like Anthropologie, Ev-
erlane, H&M, and LOFT, it will expand to other countries
soon. Virtual fitting tools can reduce returns by providing
users with a clearer understanding of fit and color.3
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This article explores the transfor-
mative impact of GAI in e-commerce,
highlighting how major players and
startups have integrated GAI applica-
tions. It delves into the implications
of GAI on organizing an e-commerce
business, search costs, and consumer
buying decisions.

GAI AND THE COST
OF ORGANIZING AN
E-COMMERCE BUSINESS
Human resource (HR) activities are a
significant component of organizing
an e-commerce business, which can be
executed through various means, in-
cluding specialized professionals, line
managers, information technologies,
and outsourcing.* Regarding the use
of information technologies in per-
forming HR activities, GAI in e-com-
merce plays a pivotal role in automating
and enhancing various HR functions.
Data intelligence platform Baselit uses
OpenAI's GPT-3 text-understanding
model to perform database queries in
plain English. The users do not need
any coding knowledge.® Baselit can be
connected to databases such as Post-
gres, Snowflake, Redshift, and BigQ-
uery. Users can chat with them to get
data insights. The platform can export
the results to visualization tools like
Tableau, Excel, Google Sheets, and
Microsoft Power BI.% The need for em-
ployees with coding skills can thus be
minimized with GAIL

GALI can also help reduce the need
for human resources in functional
areas such as customer support and
services, sales, and marketing. When
consumers simply want to browse
an e-retailer’s inventory of products,
such as shirts, electronics, or snacks,
and view them sorted by category, a
category page is still the more appro-
priate tool. Nevertheless, there are
occasions when consumers would
like to engage with an experienced
sales associate and provide them with
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a detailed description of what they
are seeking.” Several GAl-based solu-
tions are available that perform the
task of a customer services or sales
associate. At its bi-annual Editions
conference, the ecommerce company
Shopify announced an expanded set
of features under its AI tool Shopify
Magic. Shopify Magic can provide an-
swers to merchants’ customers based
on their conversation histories and
store policies. Shopify Magic gener-
ates blog post, product descriptions,
and marketing e-mail content. A new
chatbot-like tool called Sidekick can
understand and interpret questions
or prompts related to business deci-
sion making. The new Shopify Magic
capabilities are powered by a combi-
nation of Shopify data and large lan-
guage models like OpenAI's ChatGPT.
Leveraging these data and models,
Shopify Magic can generate blog posts
for events such as holidays, business
milestones and campaign ideas. Mer-
chants can customize the tone of
voice and translate content into dif-
ferent languages.8

The implementation of GAI pres-
ents an opportunity to cut costs asso-
ciated with positions such as content
creators, copywriters, and ad editors.
For instance, Amazon has launched
an Altool for sellers, which generates
product page copy based on keywords
or descriptions provided by the seller.
The tool can be utilized by sellers to
create new listings or improve ex-
isting ones.? Sellers can simply pro-
vide a brief product description, and
Amazon will generate high-quality
content for their review. Sellers can
refine it or submit it directly to the
Amazon catalog, making it easier
to create quality listings that en-
hance customer shopping experiences.
Through exposure to various infor-
mation sources, latent knowledge,
and logical reasoning, the models de-
velop the capability to infer product

details. For example, they can make
deductions like recognizing a table’s
round shape when specifications
include a diameter or identifying a
shirt’s collar style from its image.l0
Likewise, China’s Alibaba Group's
Taobao Wenwen can produce vari-
ous forms of content, including text,
images, videos, and audio, to offer
improved product recommendations,
such as advice on selecting the right
camping equipment.1!

By leveraging GAI, businesses can
craft customer-centric features that
are highly appealing while maintain-
ing a low cost. For instance, JD.com
used GAI to create customized prod-
uct posters for the 618-shopping fes-
tival, which is the second-largest and
most significant Shopping Festival
in China. From June 1 to June 18, the
country’s e-commerce companies en-
gage in extensive promotional activ-
ities and discounts on the latest and
most popular products. GAI gener-
ated frog images aligned with product
characteristics.!2

EFFECT ON CONSUMERS’
SEARCH EFFORTS

GAI drastically reduces consumers’
search efforts by streamlining infor-
mation retrieval, offering tailored
recommendations, providing conver-
sational search assistance, and im-
proving visual search functionalities.
For instance, when asked to summa-
rize product opinions, Bing collects
reviews and employs GAI to condense
them into a concise, consensus-driven
paragraph.!3 Customers are no longer
burdened with the effort of navigat-
ing through hundreds or thousands
of reviews to comprehend a product’s
standout features.

Previous studies have noted that it
is important to reduce the cognitive
costs associated with decision-making,
serving as an indicator of decision
difficulty.l®> Many GALI solutions have
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been launched to reduce such costs
and associated decision difficulty. In-
stead of just searching through a list
of recommended products, custom-
ers can talk to a virtual assistant, tell
it what they need, why they need it,
what their budget is, and all the other
relevant variables. GAI can give back
recommendations of the product that
the customer is interested in but other
products, services, and content such as
how-to videos.!® To take an example,
In May 2023, Alibaba Group-owned
Southeast Asian e-commerce com-
pany Lazada launched LazzieChat,
whichis powered by ChatGPT in Azure
OpenAl Service. LazzieChat answer
users’ shopping queries and suggests
relevant products or topics. It can also
search for item descriptions and link
such information to products that are
available on the Lazada platform. The
program generates answers based on
a shopper’s needs. There is no need to
scroll through several product search
results.l” Using LazzieChat, shoppers
thus require substantially less time
and cognitive effort to find a product.

Likewise, Zalando, a European fash-
ion e-tailer based in Germany, aims to
improve online fashion shopping us-
ing a virtual fashion assistant powered
by OpenAl's ChatGPT. The solutions to
be available on their website and apps
enables customers to navigate their
extensive inventory more intuitively.
The chatbot will respond to customers’
fashion-related questions using their
own terminology and offer relevant
suggestions in a natural and intui-
tive manner.!8

EFFECT ON BUYING
DECISIONS

GAI tools can be used to influ-
ence e-commerce consumers’ buying
decisions. E-commerce buyers often
face challenges related to product fit.
GAI can effectively address and mit-
igate these challenges. For instance,

furniture giant Wayfair has introduced
Decorify, a GAI tool for testing room
designs. Users upload home photos
and explore various redecoration
styles using Wayfair furniture. As of
July 2023, the pilot test covered living
rooms. After uploading, users select
from eight style options, and the AI
transforms the room, replacing furni-
ture and decorations with “shoppable,
photorealistic images” linked to Way-
fair products for purchase.1®

GAI can also be used to enhance ef-
ficiency and strengthen value proposi-
tions.Forinstance, food companiescan
use GAI to provide fast, reliable, and
affordable food delivery to customers
at home. In March 2023, grocery de-
livery platform Instacart announced
thatitteamed up with Open Alto build
an “Ask Instacart” feature powered
by ChatGPT.20 The company aims to
enhance the conversational aspect of
the Instacart App’s search function by
implementing this feature. Utilizing
GAI, the company provides personal-
ized recommendations as customers
add items to their intelligent shopping
cart. Additionally, Instacart is con-
ducting real-time tests of promotions,
including two-for-one deals, to deter-
mine their effectiveness. GAI tools
thus offer an ecommerce experience
that is both personalized and interac-
tive.l6 For instance, GAI can be used to
assess customer data to create tailored
product recommendations and offers.
This involves designing personalized
shopping journeys, offering discounts
based on past interactions, and gen-
erating content that appeals to each
customer.22 Tools such as ChatGPT
can improve the customer experience
by providing timely and accurate an-
swers to various queries and personal-
ized responses. For example, ChatGPT
can generate a response regarding the
availability of a product and provide
detailed information about the ex-
pected delivery date.?3

In the absence of sufficiently tai-
lored customization, buyers find
themselves dealing with multiple un-
related product options and repetitive
information.24 GAl-based solutions
have been launched to address such
challenges. Microsoft aims to enhance
online shopping through GAIin Bing's
search engine and the Edge web brows-
er's Bing Al chatbot. Powered by GPT,
the chatbot creates personalized buy-
ing guides and summarizes reviews.!3

his article delved into the ways

in which GAI tools can poten-

tially affect the e-commerce
industry and market. GAI solutions
provide a cost-effective means of per-
sonalizing offerings and interactions,
incorporating Al-driven personal-
ized recommendations and enhanced
information search capabilities. In
this way, these tools enhance the cus-
tomer experience. By reducing the
costs of organizing an e-commerce
business, GAI tools can also cre-
ate a level playing field for small e-
commerce vendors.
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