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From Merchandise Strategy to
Market Advantage

Retail marketing teams translate merchandise strategy into competitive
advantage. Every decision point connects to customer value: assortment
strategies shape brand differentiation, private label programs drive margin
goals, and inventory positions determine competitive response. This
traditionally requires intensive coordination across merchandising,
marketing, and store operations.

Al transforms this complex orchestration into market opportunity. Consider
the potential: Merchandise planning data automatically shapes competitive
positioning, pricing algorithms balance margin and market share, and real -
time sales data adjusts promotional strategy across channels. What once
required weeks of cross-functional alignment can now happen in hours.

For customers, this operational transformation means receiving truly
differentiated experiences. For marketing teams, it means shifting from
promotional execution to strategic brand building.
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next few years.

The Financial Impact of
Fragmentation

While 86% of retailers plan to adopt Al across marketing over the next few
years, only 12% have implemented standardized tools across operations.
This gap has measurable business impact: missed margin opportunities,
excess inventory costs, and promotional inefficiency.

The opportunity cost is particularly acute in areas like private label, as 75%
of retailers already use Al in some capacity but lack the integration to fully
capitalize on such higher-margin opportunities.



Key Takeaways for Retail Marketing Leaders

Breaking Down Competitive Barriers

Consider how integrated Al transforms competitive response: A retailer
identifies an emerging category trend through visual search data. Their
private label team fast-tracks product development, while marketing
automatically adapts storytelling across channels based on real-time
competitive analysis. Price optimization algorithms balance market share
and margin goals.

The advantage compounds across categories. Retailers with integrated Al
implementation can rapidly identify and capitalize on market
opportunities while maintaining profitability.

Beyond Channel Excellence

Retailers lead in website optimization (41% report full Al integration) but
lag in cross-channel innovation (8%) and vendor collaboration (22%
haven't started). This creates specific capability gaps in areas like return
prediction, localized assortment planning, and joint business planning.

Consider an omnichannel category: While e-commerce might excel at
product recommendations, the real opportunity lies in connecting digital
discovery to store experience through smart fitting rooms, interactive
displays, and clienteling tools that bridge physical and digital.
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Key Takeaways for Retail Marketing Leaders

The Pure-Play Challenge

58% of retailers see personalization as their biggest near-term ROI driver,
while 74% believe AI will transform customer experience within 3-5 years.
This creates an opportunity to establish clear advantages against pure-
play competitors.

Leading retailers are building unique hybrid experiences. Consider how a
specialty retailer could combine the convenience of digital with the
immediacy of stores: virtual try-on drives online discovery while smart
fitting rooms and clienteling tools create distinctive store experiences.

When Operations Drive Experience

43% of retailers worry about Al limiting creativity - higher than any other
industry. Yet when executed properly, Al amplifies innovation by
connecting operational capabilities to market opportunities.

Consider a department store: When Al connects margin goals, inventory
positions, and competitive data with marketing execution, teams can
focus on experience innovation and brand differentiation. Operational
excellence becomes the foundation for creative distinction



Incisiv is a peer-to-peer executive network
and industry insights firm for consumer
industry executives navigating digital
disruption. Incisiv offers curated executive
learning, digital maturity benchmarks, and
prescriptive transformation insights to
clients across the consumer and technology

industry spectrum. incisiv.com

Avanade is the world’s leading expert on
Microsoft. Trusted by over 5,000 clients
worldwide, we deliver AI-driven solutions
that unlock the full potential of people and
technology, optimize operations, foster

innovation and drive growth.

As Microsoft’s Global SI Partner we
combine global scale with local expertise in
Al, cloud, data analytics, cybersecurity, and
ERP to design solutions that prioritize
people and drive meaningful impact.

We champion diversity, inclusion, and
sustainability, ensuring our work benefits
society and business. Learn more at

www.avanade.com

Microsoft (Nasdaq “MSFT” @microsoft)
creates platforms and tools powered by Al
to deliver innovative solutions that meet
the evolving needs of our customers. The
technology company is committed to
making Al available broadly and doing so
responsibly, with a mission to empower
every person and every organization on the

planet to achieve more. microsoft.com

Sitecore is a global leader in digital
experience software, trusted by visionary
brands like L’Oréal, Microsoft, and United
Airlines to power their content lifecycle
from content strategy to digital experience
delivery. Our composable platform gives
marketers and technologists the power to
build together at global scale — harnessing
content, data, personalization, and Al — to
manage digital assets, create engaging
content, understand customer intent, and
deliver standout experiences across all

touchpoints. Discover more at sitecore.com.
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