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[image: ]Part 1: Application of the Innovation Ambition Matrix and Customer Journey Mapping to Tesco

Tesco PLC operates in the UK grocery industry, which is highly competitive yet margin-sensitive, in which long-term innovation must be able to maintain a balance between operational efficiency, customer value and digital transformation. To assess Tesco's current and potential future innovation approach, the Innovation Ambition Matrix (Nagji and Tuff, 2012) and Customer Journey Mapping (Lemon and Verhoef, 2016; Stickdorn and Schneider, 2010) are used. Both frameworks combined allow structured analysis of Tesco’s innovation portfolio and customer experience design, highlighting both strengths and areas for digital development.
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Figure 1: Tesco’s Innovation Positioning within the Innovation Ambition Matrix (adapted from Nagji and Tuff, 2012).

Innovation Ambition Matrix divides innovation activity into three dimensions – core (current offerings to existing markets), adjacent (new offerings or markets near) and transformational (new offerings to new markets) (Nagji and Tuff, 2012). Many high-performing firms balance their investment across these categories, to maintain competitiveness while exploring long-term growth. Tesco’s innovation emphasis strongly lies in core innovation. Its value-led pricing model from Clubcard Prices and Aldi Price Match represents gradual innovation in its own market. Utilizing data analytics and loyalty infrastructure these mechanisms improve Tesco’s price competitiveness and customer loyalty (Tesco PLC, 2025). While not offering completely new product categories, Tesco remains consistent with refining the service fundamentals of its operations product availability, price perception and online usability among them. In addition, Tesco has committed itself to digital improvements to enhance its online grocery performance, with online sales growth and optimisations in fulfilment processes. These enhancements reflect core innovation in that they build upon existing capabilities rather than establishing new business models altogether. In a business characterized by thin margins and repeated purchases, such small improvements have considerable strategic consequence: they directly affect customer repeat behaviour and customer lifetime value (Kumar and Reinartz, 2016).


Adjacent Innovation

An adjacent innovation is seen in the expansion of rapid delivery services by Tesco through Whoosh. Leveraging existing store network and logistics infrastructure, Whoosh leverages a key market with an increasing consumer demand around convenience and immediacy in the quick-commerce sector. By bringing Whoosh to life into its digital ecosystem, Tesco expands its value proposition from the standard weekly shopping quests to also embrace urgent top-up purchases (Tesco PLC, 2025). Another move closely related is Tesco Marketplace, which adds third-party sellers to the retailer’s existing retail slate. Marketplace enables Tesco to expand into wider non-food categories without acquiring heavy capital intensity needed for traditional inventory ownership. This strategy resonates with omnichannel transformations for retail identified (Verhoef, Kannan and Inman, 2015), in which retailers progressively enhance digital ecosystems to penetrate a larger fraction of wallet share. Transformational Innovation. Tesco’s GetGo stores are checkout-free — evidence of transformative experimentation. These stores are using app-enabled access and automated payment systems to take place outside of the regular checkout system. While GetGo is of limited size, it is a tangible shift towards reducing friction and labour intensity in physical retail which would seem an important step-change. By contrast, transformational innovation is still a marginal part of Tesco’s mix of investments in products compared with core and adjacent initiatives and has a somewhat higher risk profile and capital requirements for such endeavours (Nagji and Tuff, 2012). In general, Tesco has a balanced innovation portfolio, most concentrated-on core and adjacent horizons. It indicates a strategy to defend market leadership and operational excellence, while focusing selectively on piloting the transformative technologies. Customer Journey Mapping. Customer Journey Mapping shows how Tesco’s innovation is lived into customer experience. The journey can be analyzed from a pre-purchase to a purchase and a post-purchase stage (Lemon and Verhoef, 2016). For a core Tesco customer—often cost-conscious and timing-poor—the journey is progressively omnichannel.

Need Recognition and Planning

Customers notice the needs of the household and want to stay within budget. Touchpoints are marketing emails, Clubcard specials, and Tesco app. One primary benefit is saved through perceived savings from custom recommendations. This said the pain points include cognitive overload due to promotions and difficulty in planning meals which don’t fit within budget. AI-based meal planning and budget-based basket optimisation both present an opportunity for digital transformation.
Search and Basket Formation. Customers browse through the app or in-store. Tesco search capabilities and purchase history help ease convenience, but pain points exist friction in product search and uncertainty about substitution in online orders. In this respect, improving predictive recommendations and allowing customers to pre-set substitution preferences will not only minimize anxiety but also elevate order satisfaction.
Channel Selection. Tesco has multiple types of fulfilment modes: in-store, click-and-collect, home deliveries, and Whoosh. Although choice results in flexibility, it can lead to decision complexity. A digital mission-based recommendation engine would give customers the most relevant and efficient channel, based on urgency and cost.
Shopping and Checkout. In-store experiences are enhanced through self-checkout and Scan-as-you-Shop tools, but queueing and pricing can still be common hiccups now and then. Digital receipts and real-time price reconciliation might increase transparency. GetGo stores, though limited, show Tesco experimenting with frictionless retail solutions.
Fulfilment and Delivery. Grocery retail requires reliability. Tesco measures “perfect order” metrics to enhance service quality (Tesco PLC, 2025). Pain points are with late deliveries and unsatisfactory substitutes. Better real-time tracking and machine-learning-enabled substitution matching provide clear digital innovation opportunities.
Post-Purchase. Once purchased, customers earn Clubcard points and digital receipts. But it can take some work to comprehend total savings and to handle complaints. A unified savings dashboard and automated service recovery would reinforce trust and loyalty.
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TESCO’s strongest innovation focus lies in value and fulfilment infrastructure, in the combined analysis of the two frameworks. But opportunities still lie in journey integration. 
Tesco can innovate in the following ways:
Lowered cognitive overhead in planning through intelligent recommendation systems. Merging fulfilment modes into a unified basket experience. Improving substitution transparency and automating service recovery. Enhancing the visibility of post-purchase value with digital dashboards. This aligns with customer experience research which suggests that friction reduction and personalisation are primary drivers of satisfaction and retention (Lemon and Verhoef, 2016; Grewal, Roggeveen and Nordfält, 2017). Implementing the Innovation Ambition Matrix, we see that Tesco pursues core and adjacent innovation, especially in value pricing, online optimisation and rapid delivery expansion. Transformational projects like checkout-free retail are still in the exploratory phase but strategically significant. Tesco has a variety of omnichannel capabilities, yet the customer journey mapping also shows that there is friction at planning, substitution and fulfilment phases. Accordingly, future digital innovation will need to involve orchestration and personalisation which can be predictive and hence enhance Tesco’s competitive advantage in the UK grocery market.

The UK's largest grocery retailer, Tesco PLC operates a multi-format estate covering large supermarkets, convenience stores (Tesco Express), and online grocery combined with adjacent services supported by its data and loyalty ecosystem (Tesco PLC, 2025). The organisation’s long-term strategic priority is maintaining its leadership by offering value, quality, and convenience, bolstered by scale advantages in sourcing, distribution and digital capability. According to its most recent Annual Report, Tesco had Group sales of £63.6bn and adjusted operating profit of £3,128m, suggesting robust performance against a highly volatile macroeconomic backdrop and ongoing pressures to maintain cost reductions across retail operations (Tesco PLC, 2025). One unique capability is Clubcard and its related “Clubcard Prices” which is presented by Tesco as a core strategy for providing customer value and retention through focused saving (Tesco PLC, 2025). This is important because grocery competition in the UK is high-frequency buying, low-switching costs and high price transparency, so loyalty and perceived value are important drivers of repeat behaviour. The external environment is characterized by relentless value seeking and increased promotional awareness as a response to cost-of-living shock, and loyalty schemes are increasingly determining where customers shop and basket planning (Kantar, 2025). Grocery inflation has moderated from peak levels, but shoppers are still cautious, and retailers are under pressure to defend price perception while securing margins (Kantar, 2025). Competitive pressure has risen, as top competitors pursue the low-price strategy; Tesco has stated that competition may come with reduced short-term profits, stressing the importance of efficiency and differentiating itself through customer experience (Reuters, 2025). In the meantime, the UK retail market is structurally more digital than before the pandemic, with online making up a significant proportion of retail sales overall although food online continues to be operationally challenging and fulfilment cost sensitive (House of Commons Library, 2026). These conditions work in favour of omnichannel propositions that reduce friction throughout journeys from planning to shopping, fulfilment to post purchase support while adopting data-driven personalisation to retain loyalty and improve cost-to-serve (Tesco PLC, 2025).

Tesco’s approach to innovation: Innovation Ambition Matrix and current customer journey

Innovation in larger grocery retail is still limited by thin margins, high operating complexity, and fierce price competition, meaning that “successful” innovation has less to do with single products that are really breakthrough and more to do with a holistic portfolio of initiatives that provide value, convenience, and execution reliability across channels. Portfolio-style thinking is represented by Nagji and Tuff’s Innovation Ambition Matrix, for which core (incremental improvements to existing offerings for existing markets), adjacent (extensions into new-to-the-firm offerings/markets) and transformational (new offerings for new markets that can create step-change growth) is identified, and we note 70–20–10 resource balance in these three horizons (see Nagji and Tuff, 2012). When applying that framework to the case of Tesco, there appears to have been an intentional focus on core and adjacent innovation that supports strategic short-term competitiveness and a selective testing of transformational formats, consistent with a UK grocery environment where operational execution and customer trust are important strategic drivers.
Application of the Innovation Ambition Matrix to Tesco

Core innovation (the existing offer, the existing market). Tesco’s most visible core innovation is its value and loyalty-led pricing architecture, especially its Clubcard Prices, Aldi Price Match and low everyday prices, which the company champions as a “winning value combination” intended to remove price as a reason to shop elsewhere (Tesco PLC, 2025). Clubcard Prices can save customers “up to £392” annually according to Tesco (Tesco PLC, 2025), and while this scheme is touted as just as much as the promotional mechanic (Tesco PLC, 2025), it also aims to become behavioural lock-in and data engine and allow us to scale personalisation. In innovation terms, this is central because it reinforces the current grocery proposition for the existing UK consumer, not building a brand or a business model anew, but strategically significant as loyalty and digital pricing transform the way people shop and elevate switching costs by providing perceived savings and personalised offers. A second cluster of core innovation deals with service basics: availability, ease of shopping and digital usability. In order to make the store more accessible, Tesco makes its brand mission explicit: to be “easily the most convenient retailer”, focusing on both product availability and an app that “offers everything [customers] need in one place” (Tesco PLC, 2025).

Adjacent innovation (new offer and/or new market near the core). Whoosh is an excellent example of adjacent innovation because it takes advantage of existing capabilities (the convenience store estate, picking capacity, and app) in order to compete in a 'quick commerce' mission space that took off after the pandemic – Tesco’s speedy delivery proposition. At Tesco Whoosh expanded to more than 1,500 stores, they also added to Whoosh in larger stores and pointed to improvements in active customers and sizes of baskets (Investigate, 2025). Reuters’ February 2026 report supports Whoosh’s strategic position, citing Tesco running it out of approximately 1,600 stores and with 70%+ of UK homes covered, presenting it as a differentiator as many quick delivery start-ups have retrenched (Reuters, 2026). Together these are adjacent manoeuvres: both take Tesco’s fulfilment model to a faster “top-up/urgent need” use-case that extends share of wallet and guard against platform-based delivery players disintermediating their brand.
An adjacent effort is Tesco Marketplace, introduced in June 2024, a capital-light approach to extending range through the marketplace of third-party sellers with claimed progress towards 400,000+ products, and plans for categories further (Investigate, 2025; Tesco PLC, 2025). Marketplace innovation extends Tesco’s ‘basket of needs’ beyond the regular grocery/physical in-store ranges by adding third party non-food items into the Tesco digital offering. This is adjacent because it places Tesco more closely into a product offering system like general merchandise platforms, but still tied to Tesco.com, app traffic, and loyalty data. Crucially, Tesco’s Annual Report indicates the push for Clubcard Prices on Marketplace purchases, evidence of some tactical focus to drive forward the loyalty proposition into new categories and to mitigate customer journey fragmentation (Tesco PLC, 2025).
Transformational innovation (new offer, new market / modelled step-change). Tesco’s GetGo stores free of checkout are the most obvious transformational experiment because these change the physical retail scenario with the aid of computer vision and an app-based entry/payment system to rethink how labor is structured and what friction exists at the checkout. Tesco's introduction communication presents GetGo as a checkout-free store, and shoppers should use the Tesco app to get in and pay automatically, instead of relying on any traditional scanning and payment process which, according to Tesco PLC (2021), repositions the store experience around convenience (walk out), and not digital transactions. An update later on suggests Tesco have expanded their scan-free technology in the GetGo environment, reflecting an iterative learning perspective such that transformational innovation governance can be applied across organisational level (Tesco PLC, 2023). Being limited in size relative to Tesco’s main estate – ambition-matrix – GetGo is merely a testbed on which to explore new service blueprints, trust mechanisms, and operational controls (e.g., shrink management and customer support for billing disputes) that could later spread to wider formats.
Current customer journey mapping (core Tesco customer)

Customer journey mapping is a service design tool that helps you visualize the end-to-end experience that can take place over touchpoints and channels, including emotions, pain points, and areas for enhancement. Marketing research defines the customer journey to be multi-touchpoint that comprises pre-purchase, purchase, and post-purchase phases and can be divided according to firm-owned, partner-owned, and customer-owned touchpoints (Lemon and Verhoef, 2016). Mapping of touchpoints and identifying pain points and emotions for improvement opportunities are highlighted in service design literature (Stickdorn and Schneider, 2010). Within Tesco, the “core customer” could be considered a time-strapped and value-conscious grocery shopper that alternates between a main shop and frequent top-up missions via store and digital channels. Tesco’s focus on a “wherever, whenever and however” shopping approach and its strategy of convenience is indicative of its integrated and omnichannel journey (Tesco PLC, 2025). However, omnichannel grocery journeys can be fragmented: shoppers may set up shop via mobile, shop in-store, take advantage of loyalty pricing, and use delivery for bulky missions, with each of these handoffs generating potential friction. The current-state journey you’re looking at below takes advantage of Tesco’s existing capabilities (Clubcard/app, online grocery, Whoosh, store network, and early frictionless retail pilots) and typical experience restrictions in grocery retail (availability uncertainty, substitution anxiety, checkout time, and fulfilment reliability).
Tesco – Current State Customer Journey

	Stage
	Customer Action
	Emotion
	Key Issues

	Awareness
	Sees ads & offers
	Curious
	Too many promotions

	Consideration
	Compares prices
	Cautious
	Stock availability

	Planning
	Prepares basket/list
	Focused
	App glitches

	Purchase
	Pays & scans Clubcard
	Satisfied / Impatient
	Queues, tech errors

	Post-Purchase
	Uses products
	Satisfied / Frustrated
	Refund delays

	Loyalty
	Collects points
	Loyal
	Unclear rewards

	
	
	
	


This chart suggests that Tesco’s path is already paved with breadth of access (store network, online, rapid delivery), and value reinforcement via loyalty mechanics, in line with its strategic priorities (Tesco PLC, 2025). But the most obvious friction points are those which shake trust and effort: uncertainty regarding availability and substitutions, the time cost of in-store navigation and checkout, and the reliability of fulfilment and issue resolution. This friction matters because within Lemon and Verhoef’s construct, customer experience is the product of the sum of things people come across over a journey; negative peaks (late order, bad substitute, surprise of pricing) will trump overall evaluations even if other touchpoints are fine (Lemon and Verhoef, 2016).
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When viewed through the ambition matrix and journey map together, we can look at Tesco’s innovation strategy, with more potential design-driven by a focus on “jobs to be done at scale” (value reassurance, convenience and reliability) rather than mere technological novelty. For instance, Tesco’s FY2024/25 account explicitly connects competitive advantage to digital capability and wider reach of customer loyalty while also committing to investment in operational efficiency (“save to invest”) to finance consumer facing changes (Tesco PLC, 2025). This adjacent extension of Whoosh and Marketplace suggests that Tesco is trying to break the cycle of journeys, with more than one customer mission, in one ecosystem urgent top-ups (Whoosh) and larger non-food needs (Marketplace) rather than forcing people to drop out and go to specialist platforms. GetGo’s transformational pilot, though not yet officially commercialized, fits into a longer-term effort to remove the checkout bottleneck, which is one of the most emotionally charged friction points in physical retail.

[bookmark: _Toc223289217]Part 2: Proposed New Digital Transformation Initiative and How It Will Add Value to Tesco


This section introduces a new concept the “Tesco Smartshop+”, which aims to unify planning, mission choice, basket orchestration and fulfilment control into a single intelligent platform embedded in the Tesco app. Smartshop+ combines digital experience design and machine learning to systematically reduce friction, personalise decision support and strengthen the value proposition. The subsequent sections define the initiative, visualise the enhanced journey, explain organisational value, identify performance measures, and conclude with future recommendations.

Tesco Smartshop+: A Coherent Digital Orchestration

Tesco Smartshop+ is a digital transformation, transforming the entire grocery experience through three wide-ranging means – (1) planning intelligence (2) mission-aware basket orchestration (3) fulfilment transparency and recovery automation process. Planning intelligence: An AI-enabled planner that crunches weekly meal plans, shopping lists, and optimised baskets for users to set their goals as part of their plan (budget, dietary preferences, household size), shopping history, and current offerings. Guided by personalisation & recommender systems principles, this engine diminishes the cognitive load and directs target user consumption targets accordingly to store value propositions (Grewal et al., 2017). Mission-aware basket orchestration. Consumers have to manage 3 shopping missions (main shop, top-up, as-it-happens/quick delivery), and this splinters you across channels. smart Shop organically organises baskets according to mission, suggests fulfilment mode (i.e., in-store, delivery slot and Whoosh), and then optimises based on urgency, cost and inventory status, which helps to reduce choice overload (Hoyer et al., 2020). This leads to a consolidated shopping list that syncs automatically across the shop, online, and delivery. Fulfilment transparency and recovery automation: With an increase in number of companies using SaaS for customer transactions, Tesco has already turned fulfilment performance (i.e., perfect order rate) into a key performance indicator (KPI) within the investor reporting system, with a clear focus on trustworthiness (Tesco PLC, 2025). Smartshop+ employs all historical delivery data into real time prediction of ETA and learns how to substitute each customer. This also automates compensation (e.g., credits) in case of missing critical service metrics, which would result in less effort by the company and more trust if the service level of a customer is not high. These mechanisms exemplify modern-day service design concepts that emphasise the seamless interplay of touchpoints and proactive error management to enhance customer satisfaction (Stickdorn and Schneider, 2010) and draw on a body of research on digital transformations underpinning the role of data and analytics in guiding complex customer journeys (Lemon and Verhoef, 2016).






Future-State Customer Journey Map

The enhanced journey reflects how SmartShop+ transforms key stages. Table 1 articulates the customer experience improvements compared to the current state.

	Stage
	Strategic Objective
	SmartShop+ Experience (Customer Perspective)
	Key Performance Indicators (KPIs)

	Awareness
	Drive targeted digital engagement
	Receives AI-personalised offers via app and email
	Engagement rate; Offer redemption rate

	Consideration
	Influence purchase decisions through data
	Views tailored recommendations with real-time stock visibility
	Click-through rate; Basket conversion rate

	Planning
	Increase basket value and convenience
	Uses predictive smart shopping list
	Average basket size; List completion rate

	In-Store / Online Shopping
	Enhance efficiency and reduce friction
	Scan-as-you-shop with instant savings display
	Reduced shopping time; App usage rate

	Checkout
	Deliver seamless, queue-free payment
	Automatic digital payment via SmartShop+
	Checkout completion time; % app payments

	Post-Purchase & Loyalty
	Strengthen retention and lifetime value
	Digital receipt with dynamic Clubcard rewards
	Repeat purchase rate; Points redemption rate



This improved journey effectively redefines what Tesco’s offering is as a solution; it’s not still about transactional touchpoints, but a cohesive, friction-minimised ecosystem. The core innovation is predictive orchestration and proactive recovery, which differentiates smart Shop from the previous grocery apps that usually respond to customer preferences rather than predict their needs (Verhoef et al., 2015).
Value Creation for Tesco
Smartshop+ will create value on several fronts: customer experience, operational efficiency, and financial outcomes.
Loyalty and Customer Experience
Research on customer experience highlights the significance of effort reduction and trust building at every stage of the customer journey (Lemon and Verhoef, 2016). Smartshop+ accelerates them through less planning effort, transparently providing pricing and substitutions, and automatic recovery when the customer isn’t satisfied. Better customer experience enhances customer satisfaction and is indeed strongly associated with loyalty and subsequent purchase behaviour (Kumar and Reinartz, 2016). Therefore, Smartshop+ directly complements Tesco’s mission in securing loyalty through differentiating value propositions (Tesco PLC, 2025).
Operational Efficiency
Smartshop’s unified view of inventory, basket selection, and fulfilment missions enables improved demand forecasting and picking proficiency and can help decrease expensive late-stock moves and delivery mistakes. Operationally, enhanced substitution controls (customer preferences) will minimise returns and support costs, which are common costs for grocery e-commerce businesses (Boyle et al., 2020). Smartshop+ also gives employees more time to focus on higher-value work by decreasing service recovery efforts with automated compensation procedures.
Financial Performance
On the bottom line, Smartshop+ fosters revenue growth – with the result being increasing basket size and frequency – courtesy of personalised planning and higher mission success rates. It also protects margin by lessening dependence on costly short-notice delivery times and reducing service recovery costs. These enhancements would serve to offset the profit squeeze Tesco is experiencing as it competes on pricing strategy (Reuters, 2025), positioning Smartshop+ as a tactical weapon in a low-markup sector.
Measure Performance and Success
Strong measurements are necessary to monitor the impact of Smartshop+. Tesco needs to put in place a balanced scorecard approach to the strategic evaluation that considers both quantitative and qualitative KPIs to have a good understanding of the three primary areas: customer, operational, and financial.
Net Promoter Score (NPS) and Customer Satisfaction (CSAT): Change in customer loyalty and satisfaction after implementation of smartshop+ (Lemon and Verhoef, 2016). Customer loyalty programmes, for example Clubcard, also provide figures that can be benchmarked for experience shifts.
Mission Completion Rate: Percentage of orders delivered on time, with the correct items, and accepted substitutions. Perfect order rate is a key metric in grocery logistics and typically reported by large retail chains (Boyle et al., 2020).
App Engagement: Daily and weekly active users, feature adoption (meal planner use), and conversion to purchase generated by smartshop+ recommendations.
Average Basket Value and Frequency: Measured separately for Whoosh, delivery, and in-store channels, indicating cross-mission uplift.
Service Recovery Costs: Frequency and cost of customer complaints and refunds before and after transformation.
Operational Metrics: Picking accuracy, substitution acceptance rates, and forecast deviation.

Implementation Considerations

smartshop+ relies strongly on a solid data infrastructure, advanced personalisation algorithms, and smooth integration with existing systems. Tesco’s existing technology stack that enables Clubcard personalisation and online ordering provides a foundation, but heavy engineering investment will be needed to be able to provide predictions of real-time ETA and optimisation of mission. A robust change management process is crucial to ensure that store staff and delivery partners are trained on new processes as well as those assisting clients with their transition to the different services.

[bookmark: _Toc223289218]Conclusion and Future Recommendations

In conclusion, smartshop+ is a digital transformation investment in line with the strategy of Tesco, using customer experience evidence. It taps into the highest impact friction points in the current journey planning, channel selection, fulfilment transparency – while delivering more value by lowering cognitive overhead, allowing for personalised mission orchestration, and restoring confidence by taking proactive recovery actions. smartshop+ not only enhances the customer experience but creates operational efficiencies and financial resilience in a very competitive UK grocery sector characterised by tight margins and increasing digital penetration (House of Commons Library, 2026).

[bookmark: _Toc223289219]Future recommendations for Tesco include:
Roll out slowly but surely, test smart Shop in certain areas or even some segments to check results further, refine the algorithms and establish how much it changed before it was rolled out. Dialogue with the customer: The smartshop feature in-depth development process must keep track of customers by creating open feedback loops and the development of the interface to ensure customer preference evolves in the roadmaps (Grewal, Roggeveen and Nordfält, 2017). Collaboration between different industries: Research partnering with a third-party logistics provider or data platform to improve ETA precision and help expand fulfilment options to alleviate delivery cost competition. 
Easier to measure and iterate continuously:
View smart Shop as an existing proposition with a continuous measurement of KPIs, shift strategy in response to performance insights and not launch success criteria. As such, by going digital orchestration instead of discrete innovation, Tesco has a potential to transform its value proposition in a quantifiable manner that cumulatively reinforces and places this customer journey at the centre of its competitive advantage.
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