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Executive Summary

As the retail and customer experience (CX) landscape approaches 2026, the integration of Artificial

Intelligence has transitioned from experimental "chatbots" to sophisticated, autonomous "agentic"

systems. Industry data suggests that 90% of e-commerce businesses will implement some form of AI-

driven dynamic pricing by 2026, contributing to an estimated 5–15% lift in revenue. However, this rapid

adoption presents a dual-edged sword: while AI enhances operational efficiency and predictive

accuracy in supply chains, it also introduces risks of "extractive innovation," where algorithmic

competition can lead to supracompetitive pricing—harming consumers even in the absence of

traditional collusion. This document synthesizes key best practices for deployment, analyzes the

shifting economic landscape, and outlines the regulatory challenges emerging from automated market

behaviors.

Key Themes Analysis

1. The Transition to Agentic and Conversational Commerce

The industry is moving beyond traditional search-engine-based shopping toward LLM-driven

discovery. Consumers are increasingly forthcoming with personal data when interacting with LLMs

compared to search engines, allowing for a more personalized experience.

Agentic Commerce: This involves "non-human-in-the-loop" transactions where AI agents

autonomously handle product discovery and purchasing.

Protocols: Standardized protocols are emerging to facilitate this, such as Google’s Universal

Commerce Protocol (UCP) and OpenAI’s Agentic Commerce Protocol (ACP) built with Stripe.

Model Context Protocol (MCP): To prepare for this future, retailers are advised to implement MCP

servers to unify disparate agents (supply chain, inventory, and customer 360).

2. Operational Optimization and Supply Chain Autonomy

AI is transforming the back-end of retail from guesswork to precision science through autonomous

decision-making.

Demand Forecasting: AI provides an 85% improvement in demand forecast accuracy by correlating

seasonal data with weather and external events.



Inventory Efficiency: "Inventory AI" can reduce stock-outs by 45% and holding costs by 30%. It

can also predict "dead stock" up to 90 days in advance.

B2B Autonomy: In the B2B sector, AI agents are beginning to negotiate with suppliers and automate

space planning in distribution centers based on regional seasonality.

3. The Paradox of Algorithmic Pricing: Profit vs. Consumer Harm

While dynamic pricing is a significant revenue driver, it poses unique risks to market competition.

Mechanisms of High Prices: Research indicates that supracompetitive prices (prices above the

competitive level) often arise from "asymmetric frequency." When one firm can update prices more

frequently than its rivals, it blunts the incentive for the slower firm to compete on price, leading both

to raise prices.

Extractive Innovation: This term describes innovations that raise prices without improving product

quality or consumer welfare. In competitive markets, pricing algorithms can allow sellers to extract

wealth from consumers without violating current antitrust laws, which typically require an "explicit

agreement" or collusion.

Regulatory Friction: Because these price increases occur through non-cooperative, autonomous

behavior, traditional antitrust frameworks are insufficient. Proposed solutions include regulating

pricing frequency (e.g., requiring all firms to price at the same time) or prohibiting algorithms from

using rivals' prices as a data input.

4. Human-AI Collaboration and Workforce Integration

A critical failure point in AI adoption is the friction between automated systems and human staff.

The "AI Loop" Problem: Customers express high frustration when trapped in endless automated

flows. A primary best practice for 2026 is ensuring a seamless, context-aware hand-off to human

agents.

Employee Sabotage: Approximately 41% of Gen Z and Millennial employees admit to "sabotaging"

AI adoption, and 1 in 10 workers tamper with performance metrics to make AI appear ineffective.

This is often driven by the fear of being replaced rather than empowered.

Significant Data Points

Economic Impact of AI in Retail

Metric Impact/Stat

US Retail Market Size (2024) $4.6 Trillion

Average Revenue Lift from AI 5–15%

Increase in Basket Size +22%

Reduction in Markdowns -30%

E-commerce Businesses using AI Pricing by 2026 90%



Pricing Disparity Case Study

In a study of online allergy medication retailers, firms with the most sophisticated pricing technology

(capable of hourly updates) maintained prices that resulted in a 22% profit gain, while slower-moving

competitors charged up to 25% higher than the market leader for identical products. This

demonstrated that algorithmic competition resulted in a 4.1% decline in consumer surplus.

Important Quotes with Context

"AI systems are only as good as the data they're trained and fed on. In fact, they follow the

common GIGO (Garbage In, Garbage Out) principle."

Context: Discussing the "Single Source of Truth" (SSOT) best practice. The document highlights

the case of Moffatt v. Air Canada, where a passenger was misled by an inconsistent chatbot,

emphasizing that unverified data sources lead to misleading and potentially liable AI behavior.

"Pricing algorithms... are what we term an 'extractive innovation.' Such innovations result in

lower consumer welfare—in this case, by raising prices without an increase in product

quality."

Context: From the Harvard Business School analysis on dynamic pricing. It argues that unlike typical

innovations that lower costs, pricing algorithms can be used specifically to capture more consumer

surplus, necessitating a shift from antitrust to direct pricing regulation.

"What’s old is new again—a literal truth with the rapid rise of recommerce becoming

mainstream."

Context: Snowflake’s 2026 predictions. While retailers focus on high-tech AI, consumers are

simultaneously moving toward sustainability and "conscious consumption," seeking in-store sensory

experiences and secondhand markets.

Actionable Insights

For Customer Experience Leaders

Implement "Human-in-the-Loop" Transitions: Never bury the option to reach a human. The AI

should collect context (order number, issue) and pass it to the agent so the customer does not have

to repeat themselves.

Position AI as a "Co-pilot": To reduce employee sabotage, frame AI as a tool that amplifies agent

capabilities rather than a replacement for human staff.

Centralize Data Repository: Establish a Single Source of Truth (SSOT) for the AI to reference

across all touchpoints (chatbot, voice, and self-service) to ensure consistency.



For Retail Operations and Pricing Strategy

Prioritize Semantic Modeling: Ensure product catalogs are clean and "AI-ready" to maximize

visibility in LLM-based product discovery.

Adopt Ethical Frameworks: Create internal guardrails to prevent "algorithmic bias" or perceived

price manipulation, which can lead to significant customer backlash and trust issues.

Develop Model Context Protocol (MCP) Servers: Prepare for 2026 agentic commerce by creating

a server architecture that allows different specialized agents (supply chain, inventory, and customer)

to communicate.

Recommended Implementation Roadmap

1. Assessment (2 Weeks): Audit data infrastructure and perform an ROI opportunity analysis.

2. Foundation (4 Weeks): Establish data pipelines and select a pilot location/channel.

3. Pilot (8 Weeks): Conduct limited deployment with model refinement and staff training.

4. Scale (Ongoing): Full rollout with continuous optimization and performance tracking.

Vendor Ecosystem: Dynamic Pricing Solutions

Vendor Ideal Customer Key Strength Focus

Competera
Mid-to-large

retailers

Unified pricing engine; competitive

benchmarking
Retail/B2C

Feedvisor Amazon sellers AI repricing and predictive analytics E-commerce

Quicklizard
Omnichannel

brands
Real-time pricing across all channels Retail/B2C

Revionics Large/Grocery
Advanced elasticity and markdown

optimization
B2B & B2C

Pricefx Enterprises
Customizable, cloud-native modular

solutions
Manufacturing/Retail

Want to explore this topic further?

Book a free discovery call to discuss how ManaTech can help

your business implement these ideas.

Book a Discovery Call

https://calendly.com/manatech-nz/discovery
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