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Abstract

Introduction: Since the inception of the Industrial Revolution, substantial advancements in
technological innovations have revolutionized numerous manual tasks. The prevalence of
Artificial Intelligence (Al) technologies in advertising has exemplified this progress,
streamlined processes and effectively met market demands. In this context, Al denotes the
delegation of tasks traditionally handled by humans, reshaping the advertising landscape. This
research delves into the advantages of Al in comparison to conventional advertisement
creation, highlighting its considerable benefits. The study provides invaluable insights into the
ramifications of Al for the future of business and society, acknowledging the influence of social
and industrial factors on the trajectory of Al development. As AI becomes an integral part of
the advertising industry, it not only augments efficiency by replacing manual labor but also
actively contributes to industry growth. However, the paper underscores the necessity for a
cautious approach, recognizing moral risks and privacy concerns associated with Al It urges
relevant departments to conduct further investigations into these issues.

Methodology: To explore the impact of Al in advertising, a comprehensive research
methodology was employed. Primary data was collected through interviews with industry
experts and professionals who have experienced the integration of Al in advertising firsthand.
Additionally, a survey was conducted among advertising professionals to gather quantitative
data on the perceived benefits and challenges of Al implementation. The study also analyzed
secondary sources, including industry reports, scholarly articles, and case studies, to
supplement and validate the primary findings. The combination of qualitative and quantitative
data provided a holistic understanding of the subject, ensuring a nuanced exploration of the
role of Al in reshaping the advertising landscape.

Results: The findings of the research illuminate the multifaceted advantages of integrating Al
in advertising. Industry professionals overwhelmingly acknowledge that Al not only enhances
operational efficiency but also contributes to creative innovation in advertising content. The
survey revealed a consensus on the positive impact of Al in targeting specific audience
segments, optimizing ad placements, and analyzing consumer behavior. However, the results
also underscored prevalent concerns regarding ethical considerations, data privacy, and the
potential displacement of human roles in the industry. These nuanced insights contribute to a
comprehensive understanding of the implications and challenges associated with the pervasive
influence of Al in the advertising domain.
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Introduction

Among the technological advancements in advertising, artificial intelligence (Al)
stands out as a particularly captivating development. Its global prominence is expected to soar
with ongoing technological progress. However, beneath the excitement lie critical questions
about the precise nature of Al advertising and its profound impact on the advertising process.
Al has the potential to revolutionize the entire advertising industry, influencing every facet of
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the business landscape. Across the globe, industry professionals are increasingly valuing Al
and machine learning in advertising and marketing, reflecting a prevailing positive sentiment
toward their integration.

Shelly highlights substantial figures indicating widespread adoption, with over 75% of
users having engaged with Al-enabled services or devices (Adobe 2018). Projections suggest
a remarkable growth trajectory for Al marketing, with an anticipated 53 percent compound
annual growth rate by (Gingerich 2020). By global digital advertising is expected to reach
$517.51 billion, with Al constituting a dominant 80% share (Ad Exchanger 2019).

The subsequent sections of this paper are structured as follows: Section two explores
diverse definitions of Al from expert contributors and overarching themes within the literature;
Section three delineates the myriad applications of Al in the advertising industry along with
key debates; Section four delves into an analysis of how Al is reshaping the advertising
business from various perspectives; Section five addresses ethical concerns in the Al-driven
advertising industry. The study concludes in Section six.

Theoretical Descriptions of Al

Numerous definitions of artificial intelligence (AI) have surfaced in the literature,
encapsulating the core idea of non-human intelligence programmed for specific tasks. Initially
portrayed as rapidly evolving robots with the ability to see, read, speak, learn, and experience
emotions, Al has evolved in both definition and popularity. Ransbotham et al. (2017)
conceptualize Al as the theory and development of computer systems capable of human-like
tasks, including visual perception, speech recognition, decision-making, and language
translation, as per the Oxford Dictionary. Kaplan and Haenlein offer a more elaborate
depiction, emphasizing Al's capacity to independently interpret and learn from external data,
adapting flexibly to achieve specific outcomes.

Despite variations, these definitions share a common thread—the growing ability of
machines to perform roles and tasks traditionally executed by humans. Machines can now be
taught to mimic human behavior, endowed with sight, hearing, speech, movement, and writing
capabilities. If these machines can then autonomously enhance their abilities without human
intervention, they are classified as Al. Presently, Al tools and models exhibit skills such as
speech recognition, computer vision, and natural language processing. Significantly, they
refine and enhance these skills independently, representing the current landscape of Al
capabilities.

Al Application in Advertising Industry

The influence of Al on the advertising landscape presents a growing paradigm shift
marked by systematic restructuring. A fresh sequence of operational stages has surfaced,
encompassing consumer insight exploration, ad formulation, strategic media planning and
procurement, and the assessment of ad efficacy. This evolution has given rise to a novel
category of advertising endeavors, notably extensive personalized ad generation rooted in
consumer profiling, precision media planning and procurement across various channels, and
the implementation of proactive algorithms based on strategic approaches for the evaluation
and enhancement of advertising impact. This transformative trend reflects the integration of
Al into the conventional advertising framework, leading to innovative approaches that leverage
advanced technologies for a more targeted, personalized, and strategically optimized
advertising process.
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The landscape of programmatic advertising exchanges and ad tech platforms has
undergone a transformative shift with the integration of artificial intelligence (Al) and machine
learning. These technologies power real-time transactions across various advertising solutions
on major platforms such as Facebook, Instagram, and Snapchat. Despite the prevalence of Al-
driven systems, the inner workings of these technologies are often shrouded in complexity,
with providers hesitant to divulge intricate details. This deliberate opacity underscores the
significance of marketers familiarizing themselves with Al terminology and posing pertinent
questions regarding the impact of each ad platform's Al on expenditure. A prime example is
Facebook advertising, where Al determines crucial metrics like the frequency and relevancy
score of ads, influencing budget allocation and delivery methods autonomously. Striking a
balance is crucial, as excessive exposure, contrary to conventional wisdom, may diminish the
ad's relevancy score, adversely affecting its performance. The algorithms governing Facebook
ads are sensitive to user feedback, emphasizing the need for strategic management of ad
frequency to optimize relevance and, subsequently, campaign effectiveness.

Budget Optimization and Targeting Precision: The contemporary prowess of Al is
evident in its ability to autonomously optimize advertising budgets and precisely target
audiences. By scrutinizing ad spend and targeting data, Al algorithms identify actionable
insights, recommending adjustments that enhance overall campaign performance. An
exemplary case is Red Balloon, a travel company that leveraged an Al application named
Albert to dynamically manage its digital advertising budget. Albert's autonomous optimization
surpassed human agency capabilities, achieving remarkable returns on investment. The Al not
only improved performance but also unearthed new consumer segments, hitherto unknown to
the company. The ability of Al to adapt and evolve without constant human intervention
confers a substantial competitive edge over conventional advertising approaches.

Ad Creation and Streamlining Management: Al's impact extends beyond optimizing
ad performance to streamlining the entire ad creation process. Platforms like Facebook
integrate Al to facilitate rapid generation of ad text and variants, utilizing historical data for
efficient content creation. Specialized tools like Phrasee take this a step further, using Al to
craft Facebook and Instagram ads optimized for conversion based on past successes. This
learning mechanism continually refines its capabilities over time. Additionally, Al-driven
systems, exemplified by WordStream, empower marketers to efficiently manage extensive
marketing strategies. By combining machine learning with a user-friendly interface, these tools
enable swift adjustments to multiple ad campaigns across diverse platforms like Facebook,
Google, and Bing, streamlining the complexities of campaign management.

Exploring Transformative Impact of Artificial Intelligence on Advertising Industry

Artificial intelligence (AI) technology has revolutionized the landscape of advertising
production and marketing, ushering in a new era of enhanced precision and effectiveness. This
transformative shift has made brand marketing more human-centric, accurate, and efficient,
significantly improving advertising communication and information contact rates.

The utilization of Al in advertising content creation has yielded remarkable results,
offering higher marketing efficiency at reduced production costs. Al-driven advertising
production categorizes and combines information sources, swiftly generates innovative ideas,
and executes intelligent marketing strategies. This not only amplifies the efficiency of
advertising creative generation but also captivates a larger audience. Simultaneously, it
contributes to increased advertising effectiveness and conversion rates, all while minimizing
production costs within the advertising industry. Marketers, empowered by Al technology, can
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strategically target their ads by discerning the most effective time, place, scene, and medium.
This includes the analysis of multiple target users, considering factors such as scenario use
habits and consumption preferences specific to each platform, ensuring a judicious allocation
of resources and an improved marketing impact.

The progression of Al technology within the advertising sector promises greater
advertising impact and an expanded information reach rate. Advancements in Al have enabled
the creation of advertisement content tailored to the target audience, derived from vast and
fragmented resources through content marketing. An exemplary case is the use of data-driven
technology by OPPO phone in 2018. By analyzing and classifying personal consumption data,
user behavior, shopping patterns, and app usage through algorithm programs, data flows,
mobile terminal market software, and relevant searches, OPPO effectively identifies its target
market. The early creation of user profiles paves the way for subsequent data services,
empowering target audiences and enhancing the relevance of advertising.

Al's integration into advertising has also significantly elevated user experiences by
extending into the realms of human body, intellect, cognition, and emotion. Illustratively, in
2016, Baidu collaborated with Mercedes Benz to host an "augmented reality show." Users
could simply search for "Mercedes-Benz E-class" in the Baidu App to witness an immersive
visual experience of the vehicle seemingly "driving out" from their mobile devices. The
incorporation of interactive advertising further enhances engagement levels, presenting content
in the form of games or competitions to add intrigue and encourage user interaction. This form
of advertising proves to be highly effective, with personalized and targeted content fostering
increased click conversion rates compared to traditional or native advertising. Additionally,
the interactive nature of these ads provides strong monetization capabilities, complementing
traditional advertising and offering additional revenue possibilities based on existing user
traffic.

Ethical Issues of AI-Driven Advertising Industry

The primary concern is the privacy and security of the user's personal information.
Commercial interests predominate in the use of Al technology, which is still in its early
stages. Many network platforms do not adequately secure user data, posing severe threats to
data security and the growth of the advertising business. When gathering user identification
information, artificial intelligence will amass much personal information about them.
Information gathered from various sources, such as user-registered data on websites or
platforms, cameras, and GPS positioning systems used by popular image recognition apps is
challenging to interpret. Users' personal information is included in these data mashups. Many
pieces of information are taken, utilized, and resold without the knowledge or permission of
the people who originally collected it. The first is the protection of user privacy and the security
of data. Artificial intelligence technology is still in its infancy, and business considerations
mainly drive it. Many network platforms do not adequately secure user data, posing
significant hidden risks to data security and the growth of the advertising sector alike.

Using artificial intelligence to gather a user's identification information will result in
collecting a vast quantity of personal data. Users' information recorded on websites or
platforms, cameras and GPS location of critical applications of visual recognition systems, etc.
are all examples of data sources. These data assemblages include personal information about
the users. Many users' data is taken, misused, and marketed without their knowledge or
permission. Secondly, there is an issue in the intelligent advertising industry where ad giants
unfairly compete against one another. Advertising head platform has a significant market share
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now that the Matthew effect has emerged. However, this brings up a new issue: the unequal
distribution of internet advertising's growth. By distinguishing in vertical sectors and
depending on artificial intelligence and 5G technology to enhance competitiveness in the short
video industry, BAT, an Internet behemoth, attempts to create a matrix of short video
platforms. Increasing their ad market share while also grabbing attention resources is the goal
of any advertising behemoth. The first is the protection of user privacy and the security of data.
Artificial intelligence technology is still in its infancy, and business considerations mainly
drive it. Many network platforms do not adequately secure user data, posing significant hidden
risks to data security and the growth of the advertising sector alike.

Lastly, there is the problem of intelligent advertising's copyright. However, even
though algorithm developers build and create works on algorithm processes, artificial
intelligence robots are no longer simply an extension of human-made technological
instruments. Big data technology and algorithm procedures aided by deep learning are
constantly evolving and deriving this complicated development. Artificial intelligence robots
create the original material produced by extensive data learning, not the system's engineers.
Nevertheless, there is a disagreement here as well. The academic community is still researching
and speeding the development of relevant legislation by the norm of originality of works.

Conclusion

The current definitions related to artificial intelligence (Al) in academic contexts are
systematically reviewed and condensed to extract their fundamental components.
Subsequently, this paper delves into the practical applications of Al within the advertising
industry, exemplified by instances falling under four main categories: large-scale personalized
advertising production based on consumer profiling, omnichannel precision media planning
and purchasing, and proactive strategy-driven algorithms for the evaluation and optimization
of advertising impact. Furthermore, the discourse navigates the transformative impact of Al on
the advertising sector, specifically focusing on three dimensions: augmenting the efficiency of
advertising production and marketing, humanizing brand marketing for greater accuracy and
efficacy, and elevating the effectiveness of advertising communication and information
engagement.

While Al has become ubiquitous in the advertising landscape, this paper underscores
the significance of acknowledging the drawbacks associated with artificial intelligence. It
particularly emphasizes moral risks and privacy concerns that demand continued attention
from relevant regulatory bodies. The imperative lies in refining management policies to govern
and oversee the application and evolution of Al within the advertising domain. Lastly, the
paper raises pertinent questions about the broader implications of Al on jobs within the
advertising sector, strategies to mitigate moral risks, optimal approaches for dissecting and
establishing copyright matters, and the distinctions in employing Al for online versus offline
shopping. Future research endeavours should probe deeper into these inquiries to unravel the
multifaceted impacts of Al on the advertising industry.
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