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Retail Success Requires Personalized, AI-Driven Pricing Strategies

Retailers Need Smarter Pricing Strategies To Effectively Execute Promotions
Most retailers have become misaligned with the expectations of digitally savvy consumers due to outdated pricing strategies 
and promotional missteps. Why? Because retailers do not understand what their customers want and the factors that lead to 
a purchase decision. Additionally, retailers’ archaic pricing strategies fail to deliver pricing optimization, which makes the 
experience relevant in a way that dovetails with the purchasing triggers for each unique consumer. With the addition of 
artificial intelligence and machine learning, retailers can increase customer loyalty and retention by offering the right price or 
promotion at the right time while protecting their margins. 

In August 2018, Revionics commissioned Forrester Consulting to explore how retailers view their customers’ opinions on 
various discounts, markdowns, and promotions. Our study found that retailers must deliver transparent, customized pricing to 
consumers to remain competitive.

Geography
› 47% US
› 26% Brazil
› 13% UK
› 9% Germany
› 4% France

Position
› C-level: 12%
› VP: 17%
› Director: 30%
› Manager: 40%

Top four categories:
› 24% Electronics
› 15% Apparel/ 

accessories/shoes
› 12% Groceries
› 11% Convenience

Annual Revenue
› $100M to $199M: 18%
› $200M to $299M: 19%
› $300M to $399M: 14%
› $400M to $499M: 9%
› $500M to $599M: 14%
› $1B to $5B: 16%
› >$5B: 10%
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Note: Percentages may not total 100 because of rounding.
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71% of retailers think shoppers will 
be frustrated by frequent pricing 
changes, while 62% of shoppers 
are OK with frequent pricing 
changes as long as they are fair.

Retailers Still Embrace Legacy Practices — Like Price Matching 
Retailers are not in tune with what their shoppers want. Indeed, many expect their price-matching policies 
to solve their needs for custom pricing strategies. In fact, 76% of retailers market their price-matching 
policies to encourage customers to take advantage of their added value. However, only 17% of shoppers 
demand price matching.1 Additionally, 76% of retailers think shoppers are looking for the cheapest price, 
while only 17% of shoppers buy products at the cheapest price. In short, retailers underestimate the 
willingness of shoppers to pay a fair price. 
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59% of shoppers 
said perceived 
arbitrary pricing 
would stop them 
from making a 
purchase.

Consumers Demand Transparent Pricing Strategies From Retailers 
Pricing transparency is critical for retailers’ success. The majority of retailers (78%) agree that arbitrary pricing (pricing that 
shoppers perceive as random or without cause/reason) would anger most shoppers. An April 2018 study confirmed: 47% of 
shoppers said they would feel angry if someone else’s personalized pricing was lower than their own.2

However, shoppers have been trained by mega-retailers to anticipate personalized pricing as part their memberships. By 
being transparent about their pricing, retailers can avoid angering shoppers because of the perception of arbitrary pricing.
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Conclusion
Shoppers continue to be trained by mega-retailers to expect frequent pricing changes and personalized 
prices, making it difficult for retailers to compete. Shoppers like the idea of personalized pricing, as long 
as it is not arbitrary. Transparency around personalized pricing is necessary and can lead to increased 
customer satisfaction and loyalty. Artificial intelligence is the only way forward for retailers. While 
overcoming challenges like budget constraints and organizational change might seem daunting, the 
benefits of AI to your pricing and promotional strategy will more than pay for itself. Adding AI will help you 
reduce unnecessary promotions and sell items at price points shoppers are willing to pay while also 
factoring in quality, variety, and more. By leveraging AI, retailers can personalize shoppers’ pricing and 
promotions, making them feel valued and driving improved loyalty. 

Endnotes:

1 Source: A commissioned study conducted by Forrester Consulting on behalf of Revionics, March 2017

2 Source: A commissioned study conducted by Forrester Consulting on behalf of Revionics, April 2018

3 Source: A commissioned study conducted by Forrester Consulting on behalf of Revionics, September 2017

4 Forrester Analytics’ Q2 2016 Global State Of Artificial Intelligence Online Survey

METHODOLOGY

This Opportunity Snapshot was 
commissioned by Revionics. 
Forrester Consulting conducted 
a custom survey of 224 pricing 
and promotion decision makers 
at retail firms in the US, Brazil, 
the UK, Germany, and France. 
The survey was completed in 
August 2018. 

Project Director:
Sarah Brinks, Market Impact 
Consultant
Contributing Research: 
Forrester’s eBusiness and 
Channel Strategy research 
group 

ABOUT FORRESTER CONSULTING
Forrester Consulting provides independent and objective research-based consulting to help leaders succeed in their 
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