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The shopper unified the experience years ago.
Most retailers still have not.

Inventory mismatches cost the average enterprise retailer $5 to 10M a quarter.
Personalization is a slide in a deck. Pricing is a spreadsheet override. Agentic Al
treats the customer journey as one system. Replenishment, fulfillment, pricing,
and service agents acting on the same demand signal in the same moment.

Why this matters now

An Al Officer's job in retail is not to deploy another recommender. It is to design the
operating layer that connects what your shopper does on Tuesday at 9 a.m. to what your
warehouse, your store, and your call center decide at 9:01.

Your last stockout cost what your last marketing campaign cost. Which one
got the C-suite review?
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Personalization, dynamic pricing, and
recommendation engines are now regulated as
consumer-protection issues.

Beyond the six global regimes, retail & e-commerce carries the overlays below. Each one
has its own enforcement model and its own evidence expectation.

EU DSA EU Digital Services Act + DMA recommender transparency EUROPEAN UNION @

Applies to. Online platforms with recommender systems, very large online platforms above 45M EU
users.

Key obligation. Recommender system transparency, option to opt out of profiling-based
recommendations, risk assessments for VLOPs.

Evidence. Algorithmic transparency reports, opt-out mechanisms, risk assessment reports.

FTC Al Enforcement F1C Al + Dark Patterns Enforcement UNITED STATES, FTC @

Applies to. Al used in pricing, advertising, recommendations, or consumer interactions.

Key obligation. Avoid deceptive practices, algorithmic discrimination, and dark patterns.
Substantiate Al marketing claims.

Evidence. Marketing claim substantiation, fairness testing records, advertising review logs.

CPRA ADM CCPA/CPRA Automated Decision-Making UNITED STATES, CALIFORNIA
Rules ELEVATED
Applies to. Automated profiling and significant decisions affecting California consumers.

Key obligation. Pre-use notice, opt-out rights, access rights for ADM decisions, risk assessments for
high-risk processing.

Evidence. Pre-use notices, opt-out mechanisms, risk assessments, processor agreements.

Dynamic Pricing EU + US dynamic pricing fairness EU + US, MULTIPLE REGULATORS
Applies to. Al-driven personalized or dynamic pricing.
Key obligation. Document non-discriminatory pricing factors, avoid proxies for protected classes.

Evidence. Pricing logic documentation, fairness testing, internal audit reports.
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Four capability domains. One operating layer.

Demand-Driven 02 End-to-End Customer
Replenishment Service
e SKU-level demand sensing across e Tier-1 resolution by autonomous agents
channels

e Returns and refunds orchestration

e Auto-replenishment with vendor agents e Tier-2 prep for human handoff

e Markdown optimization e Multi-language, multi-channel coverage

e 60 to 70% reduction in stockouts and
overstocks

Your shopper changed channels three times before checkout. Which of your
14 systems noticed?
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Capability domains, continued.

Personalized Pricing and oa Omnichannel Data
Fulfillment Unification
e Segment-aware dynamic pricing e Identity resolution across channels
e Fulfillment routing by margin and SLA e Consent-and-preference orchestration
e Loyalty-tier-aware offers e Real-time inventory visibility
e Bias and fairness audit on every e Endless-aisle and BOPIS execution

personalization model
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What production deployments look like at scale.

60 to 150 to 6to 12
70% 250% mo

REDUCTION IN PRODUCTION ROI FASTEST PAYBACK AMONG
INVENTORY-DRIVEN RETAIL CATEGORIES
LOSSES

Production-stage benchmarks compiled from the NRF Center for Retail Excellence, NRF 2024 State of Retail Al, and Deloitte Holiday
Retail surveys. Your spread depends on identity-resolution maturity, channel-attribution discipline, and inventory data hygiene.

The Al Officer Mandate.

Three responsibilities a Fractional Al Officer owns from day one in retail & e-commerce.

0l 02 03

Ethical personalization Pricing-action rollback Omnichannel

with consent at the capability so a bad agent orchestration that works
center. Regulators and decision does not for both your DTC and
customers will both become tomorrow's PR wholesale motions.
notice. cycle.
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How a Sophizo engagement starts in Retail & E-
commerce.

DAYS 1 TO 30 DAYS 61 TO 90
Diagnose Architect Operate
MAP THE OPERATING DESIGN THE AUTONOMY SHIP AND INSTRUMENT
REALITY BOUNDARY
e First agent in production
e Al system inventory Agent permissions and with HITL controls
across the operation escalation policy e Operator coaching and
e Risk and value-tier Evidence file and audit policy refinement
mapping by use case trail design
ppIng by 9 e P&L instrumentation by
e Vendor and integration First production pilot use case
audit scoped with rollback plan .
e Quarterly review cadence
e Board-ready findings Cross-functional established
memo governance committee
charter

What we will not do.

We do not manage your DTC ad spend, run your loyalty CRM, or operate your call center.
We do not deploy dynamic pricing without a documented rollback policy and a customer-
facing fairness commitment, even if your CFO would prefer we move faster. We pass on
retailers whose merchants and tech teams are not in the same forecast meeting, because
every personalization win we would build will get buried under whoever was not consulted.
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Five things the board needs to hear about Al in
retail.

Five cited insights for the next risk-committee meeting. Each one is sourced.
Each one is what an experienced Al Officer would put in front of the board if
they walked in tomorrow.

Shrink and returns now exceed most marketing budgets.

NRF's 2024 Retail Security Survey reports total US retail shrink at 112.1 billion dollars, a 19 percent
year-over-year jump. Returns hit roughly 743 billion, or 14.5 percent of US retail sales. The first agent
ROI conversation is not personalization. It is loss prevention and reverse logistics.

Source. NRF 2024 Retail Security Survey; NRF / Appriss 2024 Consumer Returns Report.

Click-to-Cancel reshapes every retention agent flow.

The FTC's October 2024 negative-option rule (16 CFR Part 425) requires cancellation flows that are at
least as simple as signup. Every subscription retention script, every win-back agent, and every churn-
mitigation prompt needs a compliance review. Effective date is mid-2025. The runway is short.

Source. FTC Negative Option Rule, 16 CFR Part 425, October 2024.

State privacy laws constrain personalization at the policy layer.

CCPA plus Colorado, Connecticut, Virginia, Utah, lowa, and growing state regimes impose opt-out
rights on profiling and automated decisionmaking. California's CPPA draft rules (March 2024) require
pre-deployment risk assessments. Personalization agents that do not surface opt-outs are an
enforcement target waiting to happen.

Source. California Privacy Rights Act (operative 2023); California CPPA Draft Regulations on Automated Decisionmaking
Technology, March 2024.
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Two more, then the framework.

Dynamic pricing fairness is a brand exposure, not just a compliance one.

When Wendy's signaled dynamic pricing in February 2024, brand-trust metrics dropped within days in
independent tracking. The FTC's October 2024 pricing-surveillance workshop telegraphed where
enforcement is heading. Boards now reasonably expect a fairness audit before launch on any pricing
agent.

Source. YouGov Brandindex 2024 tracking,; FTC Workshop on Pricing Surveillance, October 2024.

Generative shopping is moving the conversion needle, not the marketing
needle.

Bain's 2024 holiday retail study found 17 percent of US shoppers used a generative Al tool in product
research. BCG's 2024 retail Al study reports double-digit AOV uplift in agentic-assistant pilots. The
category leaders are quietly relocating top-of-funnel investment to where shoppers actually are.

Source. Bain & Company 2024 Holiday Retail Report; BCG 2024 Al in Retail Study.
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The Margin Telemetry Stack.

Retail agents touch margin in five places. Instrument every one before

deploying a single agent or you will not be able to prove the value back to the

CFO when the quarterly review comes.

LAYER 1
CAC attribution

Per-channel acquisition cost with agent vs control isolation.

LAYER 2
Funnel lift

Conversion delta by stage, segmented by exposure.

LAYER 3
Basket math

AQV and units-per-transaction movement tied back to agent decisions.

LAYER 4
Returns class

Reverse-logistics cost per agent decision class, including refunds and remediation.

LAYER 5
LTV cohorts

Twelve-to-eighteen-month cohort tracking by agent exposure, with consent.

SOPHIZO - RETAIL & E-COMMERCE PLAYBOOK SOPHIZO.NET

- PAGE 9



From John Utley.

Most retail Al gets approved on a personalization slide
and quietly killed two quarters later because no one
can show what it did to margin. Build the telemetry
layer first. The agents come second. If the telemetry
shows nothing, the agent was never going to survive
the budget review anyway.

John Utley
FOUNDER, SOPHIZO - SEATTLE, WA

John Utley founded Sophizo to give growth-stage companies the Al and revenue architecture work
historically reserved for the Fortune 500. He writes and advises on agentic Al governance, predictive
forecasting, and operating-model design for boards and operators across retail & e-commerce and
adjacent sectors.
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Test your operating picture against these.

1 2 3

Your last stockout cost Your shopper changed You ran a

what your last channels three times personalization pilot in
marketing campaign before checkout. Which 2024. Where is it today,
cost. Which one got the of your 14 systems and who owns it?
C-suite review? noticed?

Frequently asked questions.

Will dynamic pricing damage trust?

Only if it is done badly. Dynamic pricing should be transparent in policy, bounded in range, and never
punish loyal customers. We design the policy first and the model second. And we instrument every
change so you can roll back inside an hour if a customer complains.

Can this work for stores that are not fully digital?

Yes. The biggest agentic wins in physical retail come from inventory and fulfillment, not the customer-
facing layer. We start with the operational backbone and let the customer-facing experience follow once
the data is clean.

How fast does this start moving the P&L?

Replenishment and customer-service automation typically show measurable margin in the first quarter.
Personalization and pricing models take a quarter or two to train against your data. But they tend to
compound from there.

If this maps to your operating reality, we should
talk.

The Diagnostic Sprint is two weeks. Board-ready output. Tailored to retail & e-commerce.

ENGAGE INDUSTRY PAGE EMAIL

sophizo.net/checkout/diagnostic- sophizo.net/industries/retail- john@sophizd
sprint ecommerce

| S e ]
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Primary research behind this brief.

Every claim, statistic, and citation in this playbook traces back to one of the primary
sources below. Pressure-test any of them with your team. We have done the same.

01. National Retail Federation.
2024 Retail Security Survey.

02. NRF and Appriss Retail.

2024 Consumer Returns in the Retail Industry.

03. Federal Trade Commission.
Negative Option Rule, 16 CFR Part 425, October 2024.

04. California Privacy Protection Agency.

Draft Regulations on Automated Decisionmaking Technology, March 2024.

05. Federal Trade Commission.
Workshop on Pricing Surveillance, October 2024.

06. Bain & Company.
2024 Holiday Retail Report.

07. BCG.
2024 Al in Retail Study.

08. Gartner.

2024 Retail Al Maturity Benchmark.

Editorial note. This brief is a field reference compiled by Sophizo Research. It is not legal, accounting, or clinical advice. Cite the
primary regulator guidance for binding interpretation. Where statistics are quoted, the most recent published figure as of early 2026
is used.
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