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ABSTRACT: Artificial Intelligence (AI) is transforming digital advertising by enabling businesses to use machine 

learning and predictive analytics to deliver personalized advertisements. This study analyzes the impact of AI-driven 

digital advertising on customer purchase intention using a quantitative research method. Data were collected from 111 

respondents through a structured questionnaire and analyzed using percentage analysis, ranking analysis, and ANOVA. 

The findings indicate that AI-powered advertising significantly improves targeting accuracy and influences consumer 

buying behaviour. While enhanced personalization increases engagement and purchase intention, privacy concerns and 

ethical issues remain key challenges. The study concludes that responsible and transparent use of AI is essential for 

sustainable and effective digital advertising strategies. 
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I. INTRODUCTION 

 

Artificial Intelligence (AI) is rapidly transforming the field of digital advertising by enabling businesses to deliver 

personalized, data-driven marketing messages to consumers. Unlike traditional advertising methods that target large 

audiences with the same promotional content, AI allows companies to analyse user data such as browsing history, 

search patterns, and online behaviour to create highly targeted advertisements. This improves advertising efficiency, 

customer engagement, and the overall effectiveness of marketing campaigns.  

 

AI technologies such as machine learning, predictive analytics, and optimization help marketers understand consumer 

preferences and predict purchasing behaviour. These systems allow advertisers to deliver relevant advertisements to the 

right audience at the right time, increasing click-through rates and improving return on investment. However, the 

increasing use of AI in digital advertising also raises concerns regarding data privacy, transparency, and ethical use of 

consumer information. Therefore, it is important to examine both the advantages and challenges of AI-driven 

advertising. This study aims to analyse the impact of Artificial Intelligence on digital advertising and its influence on 

customer purchase intention. 

 

II. OBJECTIVE 

 

➢ To examine how AI technologies, influence the customer to buy the product by watching the digital advertising.  

➢ To identify the benefits and challenges of AI -powered advertising 

 

III. REVIEW OF LITERATURE 
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GSCEN. (2024). Digital payment system study: Growth trends and future strategies. 

Hussain, A., & Bhardwaj, S. (2024). Digital transactions ecosystem in India: Post-2019 fintech expansion. 

IEC Team. (2025). Effect of digital payments on spending habits. 

IJCRT Authors. (2021). Usage of online payment apps in urban India. 
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IV. PROBLEM STATEMENT 

 

Despite the rapid integration of Artificial Intelligence (AI) in digital advertising, there remains a significant gap in 

understanding how AI technologies—such as predictive analytics, personalized ad targeting, and real-time 

optimization—influence customer purchase decisions during exposure to digital ads, while also weighing the benefits 

of enhanced efficiency and engagement against persistent challenges like data privacy risks, algorithmic biases, and 

reduced transparency. 

 

V. RESEARCH METHODOLOGY 

 

5.1 RESEARCH DESIGN 

The study adopts a descriptive and analytical research design.  

• Descriptive research is used to understand how AI-powered digital advertising influences customer purchase 

intentions.  

• Analytical research is used to evaluate the relationship between AI technologies, their benefits, challenges, and 

customer behavior.  

• A quantitative approach is followed to test the proposed hypothesis using structured data collection methods. 

 

5.2 DATA SOURCE 

The study is based on both primary and secondary data sources. Primary data was collected through a structured 

questionnaire from 111 respondents who are exposed to digital advertisements on online platforms. Secondary data was 

obtained from academic journals, research articles, books, and industry reports related to artificial intelligence and 

digital advertising to support the theoretical framework of the study.  

 

5.3 TOOLS USED 

The data collected for the study was analyzed using statistical tools such as 

➢ Percentage analysis 

➢ Ranking analysis 

➢ Analysis of Variance (ANOVA)  

to interpret respondent opinions and test the research hypothesis. Software tools like Microsoft Excel and SPSS were 

used to organize, analyze, and present the data effectively. 

 

5.4 Sample Size 

The study was conducted using a sample size of 111 respondents who actively use digital platforms and are exposed to 

AI-driven digital advertisements. These respondents participated in the survey by providing their opinions through a 

structured questionnaire, which helped analyze the influence of Artificial Intelligence in digital advertising.  

 

VI. ANALYSIS AND INTERPRETATION 

 

The data collected from 111 respondents was analysed using statistical methods such as percentage analysis, ranking 

analysis, and ANOVA to understand consumer perceptions regarding AI-powered digital advertising. The analysis 

shows that a majority of respondents belong to the 21–25 age group, indicating that young digital users are highly 

exposed to AI-driven advertisements. Most respondents believe that Artificial Intelligence will play a dominant role in 

digital advertising in the coming years, highlighting the growing importance of AI technologies in marketing strategies.  

 

The findings also reveal that AI-driven personalized advertisements significantly influence consumer behaviour, with 

many respondents stating that personalized ads affect their online shopping or clicking behaviour. Ranking analysis 

shows that enhanced targeting precision is the most valued benefit of AI in digital advertising, as it allows businesses to 

reach the right audience more effectively. However, the analysis also indicates that privacy concerns remain a major 

issue among consumers, as many respondents feel that AI-based advertisements may invade personal data privacy. 

Overall, the analysis suggests that while AI improves advertising effectiveness and customer engagement, 

organizations must address ethical concerns and ensure responsible use of consumer data.  
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6.1 TABLE SHOWS ANOVA TEST OF INCOME LEVEL VS PRIVACY CONCERN 

 

Hypotheses H₀: Monthly income has no significant effect on privacy concerns related to AI advertising.  
H₁: Monthly income significantly affects privacy concerns. 
 

Source of Variation SS df MS F value p-value 

Between Groups 4.31 3 1.44 2.02 0.114 

Within Groups 76.20 107 0.71 — — 

Total 80.51 110 — — — 

 

INTERPRETATION 

{p-value = 0.114 > 0.05 Null Hypothesis Accepted} Privacy concern toward AI advertising does not significantly vary 

across income levels. Data privacy anxiety appears universal among consumers irrespective of earnings. 

 

VII. FINDINGS 

 

➢ The majority of respondents belong to the 21–25 age group, indicating that young users are highly exposed to AI-

driven digital advertising. 

➢ Most respondents believe that Artificial Intelligence will dominate digital advertising strategies in the near future. 

➢ AI-powered personalized advertisements influence consumer online behavior, including ad clicks and purchasing 

decisions. 

➢ A large proportion of respondents agree that AI improves advertisement targeting accuracy and helps predict 

consumer preferences. 

➢ Enhanced targeting precision was ranked as the most valuable benefit of AI in digital advertising. 

➢ Privacy concerns emerged as the most significant ethical issue related to AI-based advertising. 

➢ Many respondents feel that AI-driven advertisements may invade consumer privacy due to the collection and 

analysis of personal data. 

➢ Statistical analysis confirms that AI-driven personalization significantly influences customer purchase intention. 

 

VIII. SUGGESTION 

 

➢ Companies should adopt ethical AI practices to ensure responsible use of consumer data. 

➢ Digital advertisers must implement strong data privacy protection measures and clearly inform users about data 

usage. 

➢ Businesses should combine human creativity with AI technology to maintain trust and emotional connection with 

consumers. 

➢ Organizations should develop transparent AI systems to reduce algorithmic bias and discrimination in ad targeting. 

➢ Marketers should focus on personalized advertising strategies, as personalization strongly influences consumer 

engagement. 

➢ Regular consumer awareness programs should be conducted to educate users about AI technologies and data 

security. 

 

IX. CONCLUSION 

 

Artificial Intelligence has significantly transformed digital advertising by improving personalization, targeting 

accuracy, and marketing efficiency. AI technologies enable businesses to deliver relevant and data-driven 

advertisements, enhancing customer engagement and campaign performance. The study confirms that AI-driven 

advertising positively influences consumer purchase intention. Despite its advantages, AI-based advertising raises 

important concerns regarding data privacy, transparency, and ethical use of consumer information. The future success 

of digital advertising depends on balancing technological innovation with responsible AI practices to ensure consumer 

trust and sustainable marketing growth. 
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