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Executive Summary

In the digital era, the retail sector faces unprecedented challenges.
Artificial Intelligence (Al) is emerging as a transformative tool, offering
innovative solutions to empower store personnel, optimize operations,
increase efficiency, and elevate the customer experience to new
heights.

This document explores how Al technologies are redefining the
modern retail landscape, presenting practical implementation
strategies for visionary leaders seeking to stay ahead of an increasingly
competitive market.
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The New Retail Paradigm:

The Inevitable Transformation

The retail sector is undergoing an unprecedented
transformation. The convergence of digitalization,
evolving consumer expectations, and workplace
evolution are reshaping the industry landscape.

While there is consensus among executives and store
personnel about the benefits of new technologies for
operations optimization and staff engagement, reality
reveals a challenging scene. 60% of frontline workers
express dissatisfaction with the technology provided
to perform their jobs. This discrepancy between
expectations and reality is particularly critical at the
operational level, where more than half of workers

have had to resort to technological solutions on their
own initiative to fulfill their functions effectively. The
impact is significant in terms of internal efficiency

and talent attraction, as 78% of workers consider
technology availability a decisive factor when choosing
their workplace. This technological gap between
provided tools and workforce needs undermines
organizational effectiveness and presents a significant
strategic risk for talent acquisition and retention in
today’'s competitive labor market.
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Main Challenges in Retail

76% Inadequate tools and technology
42% Considering leaving current job
49% Management burnout

37% Fragmented communication

The situation becomes more complex with accelerated  growth objectives, and 75% acknowledge that if they
commerce digitalization. Projections indicate that don't expand its use within the next five years, they
e-commerce will reach 23% of global retail sales by risk going out of business. Simultaneously, 95% of
2027, forcing physical stores to rapidly evolve towards retail workers consider working with Al valuable.
more efficient and digitalized models.

Thus, the retail paradigm is shifting irreversibly.

In parallel, we've witnessed Al tools’ emergence and Physical stores must reinvent themselves to remain
rapid development that put new opportunities within relevant and profitable. Al emerges as a powerful
reach. Not surprisingly, 84% of C-level executives catalyst, enabling retailers to transcend mere survival

believe they need to leverage Al to achieve their and achieve sustainable growth in this new reality.
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The Transformative Power of Al in Retail

Al development is proliferating at unprecedented
speeds across various areas. Its contribution is
undeniable, from image development and data
analytics to content generation. As a society, we are
just beginning to experience and scratch the surface
of the opportunities it brings. Despite being relatively
new, some retail areas already see implementations
with tangible benefits.
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Store Staff Empowerment

Developing and maintaining a capable and engaged
workforce has become one of the most persistent pain
points in the retail industry due to high staff turnover
rates approaching 60% annually. One contributing
factor is that 37% of frontline workers identify
fragmented communication as a very or extremely
important challenge in their daily work. Additionally,
communication is not flowing effectively from
headquarters to stores: 63% of store employees report
not receiving messages from their leaders. The situation
is even more critical for frontline managers, with 69%
indicating that their superiors are not communicating
effectively.

-

Communications,
operations, and training
emerge as the leading
retail areas that will
benefit from technology.

I

Fortunately, access to appropriate tools appears to be a
significant opportunity to address both communication
and management capability issues. 70% of frontline
workers assert that having access to more technology
would help them do their jobs better. The areas they
consider would benefit most include communications
(96%), operations and logistics (93%), onboarding and
training (91%), and productivity (90%).

As a critical component of technological innovation, Al
emerges as a crucial piece. This developing technology
will enhance in-store staff capabilities. Associates will be
able to transform their customer interactions, optimize
their daily tasks, and improve communication with
central teams through:

* Virtual Assistants: Implementing Al-based chat-
bots and voice assistants that provide instant
answers to frequent questions, allowing
employees to focus on higher-value interactions.

* Personalized Recommendations: Al systems
that utilize purchase history and preferences to
provide precise customer suggestions.

+ Continuous Learning: Al-driven adaptive learning
platforms that offer personalized training based
on individual performance.

¢ Fluid Communication and Information: Al trans-
formation is redefining how daily work in stores
is managed and how communication flows with
field personnel.
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Operations Optimization

Al-driven operations optimization is generating a
significant impact in retail: 42% of CEOs in the industry
are betting on advanced Al technologies to deliver better
results in the next 3 years. The transformation capability
is substantial, with approximately 50% of all retail
activities potentially automatable. Through optimization,
retailers can significantly improve their profit margins
and labor efficiency. It's key to understand that this
revolution isn't about displacing jobs, but evolving staff
roles toward higher value-added business activities.

Thus, Al is redefining operational efficiency in retail, from
task simplification to more sophisticated elements like
intelligent analytics:

e

It's key to understand
that this revolution isn’t
about displacing jobs, but
evolving staff roles toward
higher value-added
business activities.

I

Predictive Inventory Management: Machine
learning algorithms that predict demand and
optimize stock levels.

Dynamic Planogramming: Al systems that adjust
product placement in real-time based on sales
data and customer behavior.

Predictive Maintenance: Al that anticipates
equipment and system issues before they occur.

Routine Task Automation: Freeing up staff time
to focus on customer service and sales.

Real-time Data Analysis: Al is changing how staff
interact with data and information, providing
actionable insights for quick and effective deci-
sion-making.
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Customer Experience Enhancement

Al implementation is transforming the customer
experience in modern retail. 88% of customers
consider a company’s experience as important as its
products or services. The impact is tangible: companies
implementing Al solutions in customer service report
increases of up to 20% in customer loyalty, where

91% plan to stay with the brand, 88% become active

promoters, and 83% intend to increase their purchases.

Al is clearly elevating both customer expectations and
satisfaction across different areas:

e

88% of customers
consider a company’s
experience as important
as its products or services.

P

+ Omnichannel Personalization: Al systems deliver-

ing consistent, personalized experiences across
all sales channels.

+ Smart Checkout: Self-checkout technologies and

“just walk out” systems eliminate queues and
streamline payment processes.

+ Augmented Store Associates: Al supporting sales

staff with real-time information about products,
inventory, and personalized recommendations
for each customer.

+ Dynamic In-Store Signage: Smart displays adjust-

ing content and offers based on viewing cus-
tomer profiles, time of day, and other contextual
factors.
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Strategic Roadmap for Al

Implementation

Effective Al implementation is generating significant The main question is how to effectively implement these
results in the retail sector. Companies successfully new technologies to obtain all these benefits while
scaling their initiatives achieve three times the return avoiding the risk of being overwhelmed by tools that,

on investment compared to those remaining in the due to low adoption, implementation complexity, or
pilot phase. Additionally, these organizations achieve limited scalability, hinder the ability to generate value.
approximately 30% increases in key financial valuation

metrics, such as the Enterprise Value/Revenue ratio and Retailers must consider 3 main stages in their roadmap:

the Price/Earnings ratio.

Proof of concept, Adoption and scaling, Integration and
growth.

The Impact of Al Implementation

30% 84%

Increase in valuation Executives see
metrics Al as critical
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1. Proof of Concept

Currently, 80-85% of companies are stuck in this phase.
To ensure proper technology fit, retailers must first
define objectives, evaluate current infrastructure,
identify improvement areas, and set priorities. With this
preparation, each retailer should select tools to test

in pilot mode to experience Al use in their processes.
Clear, measurable goals such as adoption rate, return
on investment (ROI), and implementation timelines are
fundamental to evaluating success at this stage.

10

2. Adoption and Scaling

Only 15-20% of companies have made this leap. Beyond
proof of concept, technical and strategic challenges
emerge. Selected technology must allow growth and
integration with other solutions to simplify operations.
This phase must consider staff training needs and new
skill development. Organizations at this stage typically
have a clear Al strategy linked to business objectives. A
well-executed adoption and scaling process can nearly
triple investment returns.

Al lmplementation Roadmap in Retail

£ of Adoption and Scaling
Proof of Concept 15-20% of companies
80-85% of companies
. ¢ 2X success rate
* Isolated pilots « 3xreturn on investment
* Lowreturn + Clear strategy

« Limited success
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3. Integration and Growth

Less than 5% of companies have progressed to this
point. Once Al adoption is consolidated, efforts must
focus on sustainability and systematic use, establishing
an Innovation Culture. The organization must foster
an experimental mindset and continuous learning.
Digitization, data use, and analytics must be prioritized
across all business areas to support decision-making.

Organizations that successfully progress through these
stages share distinctive characteristics. First, they

have a clearly defined strategy and operating model
for scaling Al. Fundamentally, they've approached Al

1"

implementation with the gravity it deserves, recognizing
it as a disruptive change in day-to-day staff operations
and processes.These companies establish clear
ownership structures with well-defined processes, roles,
and specific accountabilities. They implement robust
governance frameworks for each project phase while
defining and monitoring KPIs that enable objective
validation of results. Finally, they secure strong executive
sponsorship through dedicated Al leaders. Internal
champions serve as technology advocates throughout
the organization, playing a pivotal role in making Al
initiatives more tangible and approachable for all teams.

Distinctive Characteristics of Leading
Companies in Al Implementation

Clear Al Strategy

Defined processes,
specific responsibilities,

Designated internal
champions

and measurable KPIs
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The Future of Al-Driven Retail

Al is redefining the retail landscape, transcending

the concept of competitive advantage to become a
strategic imperative. This reality is reflected in the
industry perspectives, where 86% of retail executives
consider Al will be fundamental to their organizations’
success in the next 5 years.

Organizations that successfully implement these
technologies will be better positioned to face market
challenges and capitalize on emerging opportunities.
The current landscape is encouraging, with a
growing range of solutions offering scalable and
effective options for retailers of all sizes. Proper
implementation of these tools drives improvements
across multiple operational aspects: enhanced
customer satisfaction, streamlined operations,
workforce capability development, and data-driven
decision-making, ultimately driving revenue growth
and profitability.

e

The difference between
success and stagnation
lies precisely in
overcoming the barrier
of Al implementation
and scaling within the
business.

D

The data is compelling: 76% of executives
acknowledge struggling with scaling Al in their
businesses. However, the difference between success
and stagnation lies precisely in overcoming this critical
barrier. Organizations that successfully integrate

their Al initiatives gain competitive advantages that
transform their business.

Research demonstrates that success in Al adoption,
scaling, and integration is founded on three essential
pillars: an aligned organizational structure, solid data
management capability, and high staff adoption.

To capitalize on Al's transformative potential, adopting
a strategic and systematic implementation approach
is imperative. This involves selecting tools that solve
specific challenges and generate cross-organizational
impact. Implemented solutions must be inherently
scalable and sufficiently adaptable to evolve
harmoniously with dynamic business needs.

In today's retail environment, Al has moved beyond
being a mere differentiator - it's now table stakes.
The strategic imperative for retail leaders isn't about
deciding whether to embrace Al; it's about executing
a thoughtful implementation that drives lasting value
and ensures market relevance.
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How Frogmi Revolutionizes Retail with Al

Frogmi is the platform powering retail operations with e Convert raw data into actionable intelligence
Al. By intelligently connecting stores, headquarters, + Drive operational excellence
and associates, we simplify processes and enhance « Enhance customer experience

communication, transforming physical stores' operations.
As a strategic partner, Frogmi empowers field personnel
with retail-specific Al, streamlining their daily work,
accelerating problem resolution, and ensuring immediate
access to critical information. This is Al designed specifically
for retail operations, bringing disruptive tools directly into
the hands of every store associate.

* Empower your team with instant access to
crucial information
* Bring Al power directly to your store teams

Transform Field Operations with Al-Powered 24/7 Virtual
Assistants.

Your teams gain an intelligent partner that processes vast
data sets to deliver expert answers to complex questions on
demand. Whether it's about protocols, sales, inventory, or
planograms, our Al assistant guides your store employees
through challenging decisions and sales processes, driving
performance and helping your team achieve their goals.

9 Q9
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Advanced Knowledge Smart Communicatiol
Base and Reporting
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Al Assistant

Il

Merchandising
Execution

Automated Reporting, Insights, and Action-oriented
Communication System.

Connect your critical business metrics - sales, targets, bud-
gets, and more - and let our Al engine turn data into targe-
ted, actionable intelligence. By automatically delivering the
right insights to the right person, we accelerate decision-ma-
king across every level of your retail operation.

Helpdesk Task Management

To learn more about Frogmi, visit frogmi.com

We look forward to discussing your organization’s
challenges and how we can leverage our solutions to

redefine operational excellence in your stores.
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