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Executive Summary

This report evaluates Tesco’s strategic position in an increasingly volatile UK grocery market, defined by geopolitical instability, supply chain fragility and lingering pandemic effects, and recommends a focused, innovative and viable response to sustain competitive advantage. While Tesco retains UK market leadership, it faces profound pressure from prolonged inflation which has fundamentally altered consumer behaviour towards value-seeking and channel-switching. The competitive landscape is characterised by intense rivalry with discounters like Aldi and Lidl having eroded traditional loyalty through aggressive price leadership and lean business models. Consequently, Tesco faces the critical problem of how to defend price competitiveness while becoming more digitally innovative and customer-obsessed, amid margin pressure, supply-chain fragility and intensified discounter competition.

A Valuable Rare Imitable and Organised (VRIO) and Value Chain analysis highlights that while digital capabilities are vulnerable to replication, Tesco’s Clubcard data ecosystem and integrated store network represent rare and valuable resources. The Clubcard system, underpinned by decades of behavioural data, creates a defensible competitive advantage that rivals cannot easily imitate without significant developmental lead times. Additionally, Tesco also holds sustainable competitive advantage in its brand equity and physical scale. However, these assets must be reorganised to address current threats.

Following an evaluation of strategic options ranging from purely digital automation to high touch human service, this report recommends a hybrid omnichannel personalisation strategy. This approach integrates AI driven digital personalisation with enhanced human service across the physical store network and is suitable because it creates a ‘Blue Ocean’ value proposition, combining digital convenience with emotional connection, which low-service discounters cannot match alongside mitigating regulatory risks of purely algorithmic pricing and the high expense of a human-only service model. It can also leverage existing structural strengths (its scale and Clubcard data), rather than requiring new assets.

Implementation of the strategy is projected over a 36-month period, focused on three distinct phases:
· Phase 1 (Foundations): Modernising the customer data platform and establishing algorithmic governance.
· Phase 2 (Integration): Deploying real-time personalisation at self-checkouts and equipping staff with handheld insight devices.
· Phase 3 (Scaling): Implementing hyperlocal pricing and continuous innovation through an ‘Agile Retail Lab’.

Success requires significant investment in cloud modernisation and a cultural shift in human resources towards digital literacy and customer-outcome key performance indicators (KPIs), rather than transactional measurement units. By adopting this hybrid model, Tesco can transform its internal resources into dynamic capabilities to defend its market share against discounters, whilst building long-term resilience and loyalty securing a sustainable advantage in a turbulent economic landscape.


Introduction

Tesco PLC (hereafter referred to as Tesco) is operating in a markedly more volatile and complex environment than five years ago (Competitions and Market Authority, 2023). While Tesco retains market leadership in the UK having emerged from the COVID-19 pandemic with a strengthened market share (Tesco, PLC, 2025),  the pandemic exposed supply-chain and inventory vulnerabilities for supermarkets with these weaknesses later compounded by global supply chain fragility driven by pandemic aftershocks and geopolitical instability (e.g. Russia-Ukraine conflict)  (Alicke et.al., 2022). Tesco’s operating context continues to be defined by the lingering effects of the pandemic, supply-chain challenges and geopolitical volatility. Additionally, inflation and cost-of-living pressures have led consumer shopping behaviours to materially alter. The UK economy has faced prolonged inflationary instability and cost-of-living pressures that have fundamentally changed household spending patterns and ‘consumers changing their behaviour in relation to their expenditure on discretionary items’ (ONS, 2023). Consumers are now prioritising value and are willing to switch providers more readily (EY, 2025). 

The competitive dynamics of supermarkets have also shifted. Cheaper supermarkets such as Aldi and Lidl have expanded aggressively by leveraging price leadership strategies that appeal to economically constrained consumers and ‘lean business models that prioritise efficiency and value’ (Arrowsmith et. al., 2025). At the same time, rapid e-commerce growth and the acceleration of omnichannel retail has transformed customer expectations. Online grocery and omni-channel shopping are becoming the norm and customers now ‘expect seamlessly integrated experiences across multiple touchpoints (online and offline) including web, mobile, social media, in-store…’. (Lim and Holmes, 2024). These developments have elevated the strategic importance of data-driven personalisation and advanced customer insight. Boston Consulting Group (BCG) in their 2024 global survey of 23,000 consumers, found that about 80% say they are comfortable with personalised experiences and a large majority now expect companies to offer them (Abraham et, al., 2024). Tesco’s Clubcard system offers a strong foundation for this personalised experience, yet heightened competition and evolving customer expectations require deeper innovation in personalised care and differentiation. 

Against this backdrop, Tesco must pursue a strategy that enhances agility, operational readiness and customer centredness while navigating continued external uncertainties, to hold their share of the market. Johnson, Scholes and Whittington (2002) defined strategy as ‘the direction and scope of an organisation over the long term, which achieves advantage in a changing environment through its configuration of resources and competences with the aim of fulfilling stakeholder expectations’. Strategic agility – covering the three dimensions of strategic sensitivity, leadership unity and resource fluidity (Doz and Kosonen, 2010) - is increasingly a requirement for survival for supermarkets confronted with evolving technology, operational challenges and changing customer expectations. For Tesco, this means reshaping strategic direction through innovation in digital capability, operational agility and customer care to achieve sustainable competitive advantage.



Main Findings

PESTLE (Aguilar, 1967) and Porter’s Five Forces (Porter, 1980) offer complementary lenses for understanding the external macro-environment and competitive industry dynamics that could shape Tesco’s strategic opportunities and risks.

PESTLE Analysis
Political
Tesco operates in an environment characterised by continued geopolitical instability. Post-Brexit trade friction and geopolitical tensions affecting goods availability (e.g., Russia-Ukraine conflict) contribute to persistent cost pressures (Alicke et al., 2022). UK government policies around competition, such as Competition and Markets Authority (CMA) investigations into supermarket pricing (Competitions and Market Authority, 2023) also shape Tesco’s pricing flexibility. Sustainability related regulations such as the UK Plastics Packaging Tax and mandatory emissions reporting also require ongoing operational adaptation.

Economic
Macro-economic conditions remain a primary driver of consumer behaviour. UK households continue to face cost of living pressures with prolonged inflation particularly acute in food categories (ONS, 2023). These conditions have amplified the ‘value seeking’ mindset - trading down to supermarket own value for money brands, reducing basket sizes and channel switching (EY Future Consumer Index, 2025). For Tesco, this necessitates competitive price positioning and loyalty enhancing strategies. At the same time, high interest rates and rising prices of products and energy challenge margins, requiring productivity improvements and operational efficiency.

Social
Post pandemic behavioural shifts have normalised digital first shopping preferences, increased expectations for convenience and elevated consumer demand for personalised experiences. Research by Grewal et al. (2021) demonstrates that omni-channel convenience significantly influences customer satisfaction and loyalty. The demographic diversity of Tesco’s customer base (from value-oriented shoppers to premium ‘Finest’ segment consumers) requires nuanced segmentation and personalised experience design.

Technological
E-commerce, automation, data analytics and AI are fundamentally changing grocery retail. Tesco’s technology investments (e.g., automated fulfilment, predictive analytics, ‘GetGo’ stores (Butler, 2021)) reflect industry wide digital transformation. Personalisation capabilities, underpinned by Tesco Clubcard data, are increasingly a source of competitive advantage. Boston Consulting Group (BCG, 2024) reports that successful personalisation can achieve revenue lifts of 6–10%. However, technology acceleration also raises risks around cybersecurity, data privacy and digital inequality among customer segments.

Legal
Tesco operates within strict regulatory frameworks - data protection (GDPR), food safety, consumer protection, employment legislation and competition law. Failure to comply risks financial penalties and reputational harm. Additional regulation pressures are also emerging (e.g., UK Sustainability Reporting Standards (Department for Business and Trade, 2024)), requiring proactive governance capabilities.

Environmental
Climate volatility, energy price fluctuations and sustainability concerns directly impact sourcing, logistics and store operations. Supermarkets face growing expectations to decarbonise supply chains and reduce waste with consumers increasingly demanding ethical sourcing and transparent environmental practices (Andrews, 2023). For Tesco, environmental pressures create a dual strategic necessity - reducing operational emissions while responding to consumer values around sustainability.

Porter’s Five Forces Analysis
1. Competitive Rivalry – Very High
The UK grocery sector is characterised by intense rivalry among the ‘Big Four’ (Tesco, Sainsbury’s, Asda, Morrison’s) and aggressive discounters (Aldi, Lidl). Discounters have eroded traditional loyalty by offering strong price leadership with low-cost models (Arrowsmith et al., 2025). Competition is intensified by price matching strategies and the increasing importance of loyalty schemes such as Tesco Clubcard prices. Given low product differentiation in core grocery categories, non-price competitive dimensions - personalisation, speed, convenience, and digital experience - are increasingly decisive.

2. Threat of New Entrants – Moderate to Low
Barriers to entry include scale economies, capital investment requirements and supply chain complexities. However, digital-first models (e.g., Ocado, Hello Fresh) signal potential disruption, particularly in rapid delivery and AI-enabled retailing. Tesco’s scale mitigates risks, but technological entrants remain a strategic threat.

3. Bargaining Power of Suppliers – Moderate
Tesco’s scale provides significant leverage. However, supply chain fragility and agricultural cost volatility increase supplier bargaining power during shortages (Department for Environment, Food and Rural Affairs, 2024). Compliance with sustainability and ethical sourcing standards also limits rapid supplier switching.

4. Bargaining Power of Customers – High
Consumer power has risen due to greater price transparency, digital comparison tools, low switching costs and the proliferation of value competitors. Customer expectations for personalised offers heighten this pressure. Failure to deliver tailored value can quickly erode loyalty. Personalisation therefore becomes integral to competitive strategy.

5. Threat of Substitutes – Moderate
The substitution threat includes eating out alternatives, meal kits (e.g., Hello Fresh) and rapid delivery services. However, food store sales volumes are rising even during good weather, (ONS, 2025) suggesting continued demand for home‑food consumption rather than eating out. 

In undertaking the analysis, it can be seen there are a wide range of macro-environmental forces, competitive dynamics and shifting expectations that could enable or constrain Tesco’s formulation of an agile, resilient and customer centric strategy. Whilst PESTLE is widely praised as a tool for enabling organisations to systematically scan external macro-environmental factors, providing ‘a general idea about the macro environmental conditions and situation of a company’ (Yuksel, 2012), critics note its limitations in terms of measurement and evaluation, how it demands considerable time and resources to undertake thoroughly (Rastogi, 2002, quoted in Belsare, 2025) and can become quickly outdated without frequent review (Grant, 2016, quoted in Belsare, 2025). Porter’s Five Forces also remains influential for analysing industry competitiveness and guiding strategic positioning within a sector, (Kaul, 2024) but recent scholars have warned that the static structure underestimates dynamics of globalisation, technological disruption and collaborative networks, recommending its use alongside internal capability frameworks (e.g. the resource-based view [RBV]) (Goyal, 2020).

Tesco’s external environment is distinguished by complex macro-economic pressures, heightened competitive intensity and rapidly evolving customer expectations. These forces necessitate a strategic stance that embraces agility, operational breadth and customer-centric innovation. The PESTLE and Porter’s Five Forces analysis reinforce that Tesco’s future competitive advantage will depend on its ability to leverage digital capability and strategic agility to respond dynamically to external uncertainty while building deeper, more personalised customer relationships. 

Strategic management theory emphasises that sustainable competitive advantage derives not only from outside opportunity but from unique internal resources and capabilities. Barney (1991) argued that a firm’s resources - assets, capabilities, organisational processes, knowledge, etc. - can be the source of sustained competitive advantage if they meet certain criteria. That is valuable, rare, hard to imitate and organised (VRIO). 

Resource Based View (RBV)
Tesco’s resource base when examined through a VRIO lens, reveals a combination of physical scale and brand equity (Tesco, 2024; Tesco, 2025; Butler, 2025), providing its most defensible strategic foundations, while digital capabilities (including continued investments in app and AI-powered Clubcard) and organisational agility remain more fluid sources of advantage (Herbert, 2024). 

The Clubcard and first-party data platform stands out as Tesco’s closest approximation to a sustained VRIO asset. Its value stems from its ability to reshape consumer behaviour, while rarity and inimitability arise because Tesco’s competitors cannot replicate the unique sequence of actions they have taken since Clubcard was introduced in the mid-nineties without requiring a long developmental path (Paavlova and Cuthbertson, 2021). With rivals not easily able to recreate decades of behavioural data, and without Tesco’s supplier-integrated ecosystem, their strong organisational alignment around data activation further strengthens this asset and advantage.

Tesco’s store estate and distribution network also exhibits features of sustained advantage but for different reasons. While individually they are not rare or inimitable, a case study comparing Ocado and Tesco highlights that Tesco uses its existing store network to pick and ship online orders, whereas Ocado uses new, automated distribution centres and because of this, using stores for fulfilment gives Tesco a scalable, lower-capital-intensity advantage (Seifert and Markhoff, 2024). This reflects Peteraf’s (1993) emphasis on imperfect mobility and resource interconnectedness.

In contrast, digital and analytics capabilities are valuable but vulnerable to competitive erosion. Their rarity and inimitability depend less on the technologies themselves and more on Tesco’s ability to embed them into processes faster than their rivals (Xie and Allen, 2013). This places them in the category of temporary advantages as they are governed by dynamic capabilities and ongoing investment.

A key insight emerging from the analysis is the interdependence between resources - the value of Clubcard for example, is amplified only because Tesco possesses the operational scale and organisational structures to exploit it across pricing, promotions and retail media. This reflects Barney’s (1991) notion that advantage arises not just from resource attributes but from their complementarity within firm-specific routines.

Porter’s value-chain framework can also help translate these resources into distinct activities that create customer value (Porter, 1985, p. unknown). Applying Porter’s (1985) value chain to Tesco highlights where value is created and where vulnerabilities lie.



	Value Chain Activity
	Tesco’s Strength

	Inbound Logistics
	Tesco leverages its scale and global supplier network to secure favourable purchase terms, low-cost sourcing and broad product variety. Its procurement spend underpins over 4,000 supplier relationships with about 80% of spend with UK based suppliers (Tesco, 2021).

	Operations
	Through substantial investment in digital infrastructure (e.g. robotic automation at Peterborough distribution centre and seamless shopping experiences), Tesco has streamlined stock control, inventory turnover, shelf replenishment and store processes (Tesco, 2025).

	Outbound Logistics and Distribution
	Its dense network of stores (Express, Superstores, Extra, etc.) plus efficient distribution centres enables rapid replenishment and wide coverage. This ensures customers find what they need with minimal delay (Tesco PLC, 2025).

	Marketing and Sales
	Loyalty programmes (such as the Clubcard), consistent branding and in-store formats help lock in customers and drive repeat business. Meyer-Waarden & Benavent (2006) show that loyalty programmes in retail increase repeat purchasing behaviour, indicating they can change shopping habits beyond price alone.

	After Sales Service (Customer Experience)
	Tesco’s variety of store formats, convenience logistics (online ordering, home-delivery) and efficient shelf replenishment all contribute to a reliable, convenient shopping experience. This strengthens customer loyalty and perceived value (Manikowski, 2016).



The above demonstrates how Tesco creates a sustainable advantage. They do not just own the technologies and assets, they have integrated them into their supply chain, IT and operations in a coordinated, system wide manner. Tesco’s competitors could, or may, attempt to copy elements (e.g., digital systems, store formats) but replicating the entire integrated system would be immensely difficult. This makes it challenging for their rivals to duplicate, aligning with Porter’s notion of value chain driven competitive advantage. 

Strategic management theorists generally view the Resource-Based View (RBV) and VRIO as essential frameworks but generally incomplete for understanding competitive advantage. Barney (1991) argued that VRIO resources provide the foundation for sustained advantage, positioning VRIO as a diagnostic tool for assessing internal strengths but Kraaijenbrink et. al. (2010) identified conceptual problems with RBV/VRIO, including ambiguity in defining what counts as a resource or value. Wernerfelt (1984) and Peteraf (1993) also demonstrated that firms will differ in their resource abilities with critics such as Priem and Butler (2001) argued that resources are often labelled valuable only after performance is observed. Porter (1985) added that industry structure, not only resources, shapes firm performance and these limitations prompted the emergence of the dynamic capabilities perspective (Teece, Pisano & Shuen, 1997), which emphasised an organisation’s ability to renew and reconfigure resources in turbulent environments.

Applying RBV/VRIO and Porter’s value-chain reveals that Tesco’s sustained advantages derive from its scale (stores, procurement), brand and Clubcard data assets, which, when organised effectively, generate sustained advantage. This reflects a strategic opportunity to convert these assets into continuous, fast-moving capabilities through investment in data governance and AI, optimising fulfilment economics and institutionalising dynamic capabilities to respond to margin pressure and fast-moving competitors. Doing so could transform Tesco’s internal resources into resilient, long-term strategic advantage.

Defining the Problem
Tesco retains scale, brand and a powerful first-party data asset (Clubcard) that support price, fulfilment and retail operations. These are organised into consistent value chain routines that are hard to fully replicate. However, margins are under pressure from discounters, inflationary costs and rising labour/operational expenses, with digital capabilities requiring continual evolution to remain distinctive. External opportunity exists in personalisation and retail media monetisation and in leveraging store led fulfilment efficiencies, but the threat of aggressive discounters, regulatory scrutiny (CMA loyalty pricing) and geopolitical/supply-chain volatility remain. So, how can Tesco creatively re-shape its strategy to become more digitally innovative and customer obsessed, while defending price competitiveness and building long-term resilience, in the midst of a volatile, fast moving and margin constrained environment to ensure sustainable competitive advantage? 

Strategic Options for Personalised Customer Care
1. Digital transformation and AI-driven personalisation 
This option deploys Tesco’s extensive data (Clubcard) to deliver personalised promotions, predictive recommendations and automated customer engagement across app, web and email. It would rely on algorithmic models to anticipate customer preferences and optimise pricing. 

· SWOT/TOWS analysis 
Strength-Opportunity fit: Tesco’s data scale, machine learning infrastructure and established loyalty ecosystem create strong foundations for AI personalisation. Industry evidence shows personalisation can increase revenue by up to 15% and deepen customer engagement (Boudet, et. al, 2019). 

Weakness-Threat exposure: Increased dependence on algorithmic pricing and targeting exposes Tesco to scrutiny under CMA’s loyalty pricing investigation (Competition and Markets Authority, 2024). Mis-targeting or perceived discrimination risks reputational damage. Academic literature also highlights systemic vulnerabilities, advising that without strong organisational learning and governance, AI systems can introduce bias, drift and poor customer experiences (Teece, 2007).

· Feasibility and Cost
Feasibility is high given Tesco’s existing data infrastructure, but this option will require continuous investment in data engineering, privacy compliance and cyber-resilience. Upfront costs will likely be significant but potentially scalable, making this attractive for long-term efficiency.

· Overall Assessment
This has a good strategic fit with Tesco’s capabilities and a strong financial upside but would be constrained by regulatory risks. However, it could work when combined with robust governance and transparent communication around value.

2. Enhanced human-centric service experience 
This option focuses on in-store personalisation through trained staff, service ambassadors, and differentiated experiences for premium or loyal customers, enhancing emotional engagement and brand trust.

· SWOT/TOWS analysis 
Strength-Opportunity fit: Human service interaction can differentiate Tesco in a price-pressured market. The service-dominant argument emphasises co-creation of value through human service excellence (Vargo et. al., 2008). Additionally, Söderlund (2018) found that the employee proactivity in customer service increases customer satisfaction in grocery contexts, directly offering an evidence base for human service and outcomes that can support differentiation for an organisation in price-competitive markets. 

Weakness-Threat exposure: The main constraint under this option is cost. Labour inflation and retention challenges contribute to rising operational expenses make human-centric enhancements difficult to scale across thousands of stores. Additionally, Aldi and Lidl’s models of low labour operations intensify price pressures and limit Tesco’s capacity for service expensive differentiation (Rice, 2019). 

· Feasibility and Cost
This is a feasible option but would come with a fair cost. Delivering consistent personalised service across a geographically distributed workforce requires training, culture transformation and ongoing investment. The success of implementing this option is also risky due to variability in staff capabilities and resources needed to support staff retention to prevent turnover. 

· Overall Assessment 
Provides emotional differentiation but is expensive, difficult to scale and vulnerable in a margin-constrained environment. Best deployed selectively for high-value segments rather than as a core strategy.

3. Hybrid approach (omnichannel strategy)
This option would blend AI-driven recommendations with human support, creating a seamless personalised experience across online, app and in-store environments. It ensures consistent loyalty integration regardless of channel.

· SWOT/TOWS analysis 
Strength-Opportunity fit: Omnichannel customers spend more and exhibit higher lifetime value (Sopadjieva et. al., 2017). Supermarket Income REIT (2025) found that in the past year, ‘Tesco and Sainsbury’s have continued to be the leading operators in the UK grocery market…Tesco operates c.400 omnichannel stores in the UK and continues to invest further in its capabilities…the combined impact saw Tesco’s online sales increase by 10.2% YoY’, making this strategy highly aligned with its store network, online fulfilment capability and Clubcard data ecosystem. 

Weakness-Threat exposure: Complexity and integration risks are significant. Legacy systems, organisational silos and fragmented data architectures can hinder seamless experiences. BCG’s research shows many digital/omnichannel transformations fail because companies lack integrated operating model alignment due to functional silos and weak cross-department collaboration that undermines transformation success (Lukic et. al., 2022). 

· Feasibility and Cost
This option requires investment in cloud modernisation, unified customer data and staff enablement tools. In ensuring legacy systems are updated and organisational silos are eradicated, significant financial investment will be required. However, this initial (albeit substantial) upfront cost would leverage existing assets more efficiently than a human-only strategy.

· Overall Assessment 
This option offers the strongest strategic fit in personalised customer care for Tesco. It balances cost, scalability and personal connection while mitigating threats from discounters through differentiated experience and retaining efficiency.

Using TOWS logic, the hybrid omnichannel strategy is the most sustainable option. It leverages Tesco’s scale, data and store network while balancing cost-efficiency with human differentiation. Digital personalisation alone is high return but vulnerable to regulation and becoming indistinguishable. Human-centric service alone is also costly and difficult to scale. The hybrid model best supports agility, customer obsession, digital innovation and designing ‘custom omnichannel experiences’ supporting ‘a customer-centric mindset throughout the organisation’ (Amar et. al., 2020). 

Strategic Direction 
Tesco should pursue a hybrid omnichannel personalisation strategy, integrating AI-driven digital personalisation with enhanced human service across its store network. This approach leverages Tesco’s structural strengths (scale, Clubcard data, fulfilment infrastructure) whilst addressing threats from discounters, regulatory scrutiny and cost pressures. This option creates a differentiated, agile and resilient strategic position for personalised customer care in a variable environment.

Ansoff Matrix
Tesco operates in a mature, low-growth category where market penetration strategies focused on deepening relationships with existing customers are most effective. Personalised omnichannel experiences can increase wallet share, frequency and retention. A study of 46,000 consumers found the more channels a customer uses, the more valuable they are with customers using four or more channels spending ‘9% more in the store, on average, when compared to those who used just one channel’ (Sopadjieva et. al., 2017). The hybrid model also enables market development in Ansoff’s matrix - reaching digital first younger customers and value conscious shoppers with tailored promotions, expanding Tesco’s market reach without costly physical expansion.

Blue Ocean Strategy
Discounter supermarkets (i.e., Aldi and Lidl) compete mainly on price with minimal service and basic digital capability (Rice, 2019), creating a crowded ‘red ocean.’ The hybrid strategy generates a blue ocean of personalised value by combining digital convenience, emotional service and store-led fulfilment efficiencies. This value proposition is difficult for discounters and premium retailers alike to replicate. As Kim & Mauborgne (2005) highlight, blue oceans arise from reconstructing the value chain to deliver simultaneous differentiation and on ‘the path to profitable growth’.

Strategic Agility and Dynamic Capabilities
The hybrid approach strengthens Tesco’s dynamic capabilities by integrating sensing (customer data), seizing (AI-driven offers) and transforming (store enablement and process redesign) (Teece, 2007). This accelerates customer insight loops, enabling rapid response to price shocks, supply issues or shifting customer preferences. All of which are essential in geopolitical and inflation driven instability.

Customer-Care Innovation
Research shows leaders have found ‘proven ways to drive 5 to 15 percent increases in revenue and 10 to 30 percent increases in marketing-spend efficiency’ through personalisation and deploying ‘triggered communications’ across channels. (Boudet, et. al, 2019). Combining digital recommendations with in-store staff support enhances emotional loyalty and experiential value - key differentiators in an interchangeable grocery market.

The below roadmap outlines how Tesco’s could implement this strategic direction with the resources required for each stage and suggested key performance indicators (KPIs) to enable success: 
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	Phase
	Initiative
	Resources
	KPIs

	Foundation
	· Modernise customer data platform.
· Map omnichannel customer journeys.
· Pilot personalised offers and staff prompts.
· Establish algorithmic governance
	· People - data engineers, data scientists, researchers, compliance specialists
· Technology - customer data platforms, analytic tools, customer relationship management integration
· Process - governance frameworks, data privacy protocols.
· Budget - platform upgrades, pilot programs
	· % of customer data unified
· Number of friction points identified/resolved.
· Pilot engagement rates
· Compliance score


	Integration
	· Real-time personalisation (app, self-checkout)
· Deploy staff handheld devices with insights.
· Expand store led fulfilment using predictive models.
· Launch omnichannel loyalty proposition
	· People - software developers, retail operations leads, training specialists.
· Technology - personalisation engine, mobile devices, predictive analytics
· Process - staff onboarding, workflow integration. 
· Budget -procurement, system integration.
	· % of transactions influenced by real-time personalisation
· Staff adoption of handheld devices
· Fulfilment lead time improvement
· Loyalty program engagement metrics


	Scaling and Continuous Innovation
	· Hyperlocal pricing and stock optimisation
· Integrate retail media insights into personalisation.
· Continuous training and commence culture change.
· Establish ‘Agile Retail Lab’ for testing and evaluation
	· People - data scientists, retail strategy leads, innovation coaches
· Technology - advanced analytics, retail media systems
· Process - learning frameworks, experimentation governance.
· Budget - analytics tools, training, lab setup costs.
	· Sales uplift from hyperlocal pricing
· Supplier engagement and media revenue
· Staff trained and culture adoption
· Experiments launched, evaluated, scaled.




The above suggests that implementation would be achievable but there would be a number of implications for Tesco across IT, systems, human resources and finance as well as change management considerations.
Human Resources - talent and capability development
Tesco would need to develop hybrid digital-service roles to integrate in-store operations with digital engagement. Investment in digital literacy, data ethics, customer empathy and advisory skills will enhance workforce capability for omnichannel strategies. Performance management would need to shift from transaction based KPIs to metrics tied to customer outcomes, loyalty and satisfaction. A hybrid approach that integrates change management frameworks like Kotter’s with more adaptive, human‑centred or agile ways of working (e.g. design thinking and change framework) will help embed structural change and adaptability (Engmann et. al., 2024). 

Operations and Supply Chain
Stores would need to be reconfigured to support dual roles for conventional shopping and local fulfilment hubs for online shopping. AI-driven demand forecasting would optimise inventory, reduce waste and ensure product availability (Goedhart, 2023). 

Finance and Investment
Capital would need to be prioritised for cloud/systems modernisation, analytic platforms and advanced store technology. ‘A robust tech foundation can extend retail business models beyond the traditional core business to generate additional revenues, diversify customer touchpoints, and increase customer data’ (Bick et. al., 2022). Therefore, a return on investment would need to focus on customer retention, basket size growth and promotion efficiency. Staged investment governance linked to measurable customer outcomes would ensure disciplined allocation of resources and strategic alignment. 

Marketing
There would be a need to shift segmentation from demographic to behavioural based models to deliver personalised engagement. Tesco’s could be positioned as ‘Your Personal Tesco’ or ‘A Personal Tesco’ - a brand that anticipates and supports customers across special moments. Retail media insights could be used to build on their current customer insight platforms (Tesco, 2021) and monetise data responsibly, funding initiatives that enhance customer value and experience.

IT and Data Analytics
Tesco would need to build a real time, integrated data architecture to enable seamless omnichannel personalisation. Privacy-by-design approaches (ICO, 2023) would be needed alongside CMA-compliant AI systems (Competition and Markets Authority, 2024) and strengthened cybersecurity measures, as these will be central to business operations and demonstrating confidence to customers in meeting regulatory and data security requirements. 

Conclusion and Recommendation

Tesco faces a challenging landscape from all directions. External PESTLE and Porter’s Five Forces analyses highlight inescapable challenges - accelerating inflation and cost pressures, a competitive arena dominated by low-cost and online rivals (e.g., Ocado) and rapidly shifting consumer behaviours toward convenience and digital services (e.g., Hello Fresh). Geopolitical volatility and rapid technological change further intensify the need for agility. 
Internally, a VRIO review confirms Tesco’s strengths. Its scale, robust supply chain, strong brand equity and a vast Clubcard data asset spanning 30 years are valuable and hard to imitate. These capabilities must be harnessed effectively to address intense price competition and evolving consumer expectations.

The recommended strategic response is a hybrid omnichannel personalisation model. This approach seamlessly integrates advanced digital experiences (e.g., AI-driven personalised promotions and enhanced online shopping tools) with enriched in-store service and human engagement. It leverages Tesco’s scale and infrastructure by activating Clubcard data to tailor offerings and extract real-time insights. By embedding AI analytics and continuous feedback loops, the strategy builds dynamic capabilities into the business, enabling Tesco to learn from data and adapt swiftly. Crucially, it aligns with omnichannel retail trends, ensuring customers encounter a consistent, personalised experience whether they shop online or in store. This model can yield substantial strategic benefits through deepening customer loyalty and satisfaction, as shoppers encounter relevant rewards and continued attentive service that serves to strengthen relationships. Meanwhile, an agile operating model allows Tesco to respond rapidly to market shifts and competitive moves. 

By differentiating on personalisation rather than price alone, Tesco can establish a sustainable advantage over discounters such as Aldi and Lidl. It can maintain competitive pricing through scale while adding unique customer value. The hybrid omnichannel personalisation strategy therefore positions Tesco for long-term resilience and distinction in an ever-evolving changing market.

Appendix 1: Overview of Tesco

History
Tesco PLC was founded in 1919 by Jack Cohen as a market stall in London. It has since evolved into the United Kingdom’s largest retailer and a leading international grocery chain. The name 'Tesco' (a combination of supplier T.E. Stockwell and Cohen) first appeared in 1924 (Tesco, 2025). 
Headquartered in Welwyn Garden City, the company is listed on the London Stock Exchange and is a constituent of the FTSE 100 index (London Stock Exchange, 2025). From its origins in value driven retailing (‘stack ‘em high, sell ‘em low’) (Winterman, 2013), Tesco transformed under subsequent leadership into a multi-format retailer. Over the decades, Tesco has expanded through organic growth and strategic acquisitions, acquiring One Stop in 2002 and merging with Wholesale Booker Group in 2018, becoming the UK's dominant grocer and a significant player in Central Europe (Tesco, 2025). 

Financials and Scale of Operations
The Preliminary Results for the year ending February 2025 (FY 24/25) outlined that Tesco generated sales (excluding VAT and fuel) of £63.6 billion. This is a growth of 3.5% year-on-year. Adjusted operating profit rose by 10.6% to £3.128 billion, driven by strong performance in the UK and Ireland retail segments (Tesco, 2025). 
The company employs over 330,000 colleagues and operates a vast network of 4,572 stores globally, with 3,829 in the UK, alongside operations in Ireland, Czech Republic, Hungary, and Slovakia (Tesco, 2025). Its wholesale division (Booker) supplies thousands of independent retailers, diversifying Tesco's revenue streams beyond consumer retail (Tesco, 2025). 
Recent strategic shifts have seen the company consolidate its portfolio, most recently, selling its banking operations to Barclays in November 2024, to focus on its core retail and wholesale value proposition (Tesco, 2025). 

Mission, Vision, and Values
Tesco’s core purpose is ‘Serving our customers, communities and planet a little better every day’ (Tesco, 2025). The company’s values guide its culture:
· No one tries harder for customers.
· We treat people how they want to be treated.
· Every little help makes a big difference (Tesco, 2025).
Strategically, the company focuses on ‘Magnetic Value,’ customer loyalty (Clubcard), and convenience (Tesco, 2025). Sustainability is also central to its vision, with the company committing to carbon neutral across its operations by 2035 and a target to increase healthy product sales to 65% of total volume by 2025 (Tesco, 2025).

Products and Services
Tesco operates a diversified portfolio:
· Retail food and drink: ranges span from the budget friendly ‘Exclusively at Tesco’ to the premium ‘Tesco Finest’ line, which saw sales exceeding £2.5 billion in FY 24/25 (Tesco, 2025).
· Clothing and general merchandise: the F&F clothing brand remains a key revenue stream, now expanding its digital presence.
· Banking: in a strategic shift, Tesco sold its banking operations (loans, credit cards, savings) to Barclays in November 2024. Tesco retains insurance, cashpoints and travel money, with Barclays now providing Tesco branded banking products ‘under a long-term strategic partnership’ (Tesco, 2024).
· Wholesale: through Booker, Tesco serves independent retailers and caterers.
· Data: Dunnhumby, its data science subsidiary, powers the Clubcard loyalty scheme providing a critical competitive advantage.
· Digital: the Tesco Clubcard loyalty scheme and rapid delivery service 'Whoosh' are pivotal to its digital engagement strategy (Tesco, 2023).

Market Position
Tesco maintains a dominant market position. As of November 2025, Kantar data places Tesco’s UK grocery market share at approximately 28.2%, significantly ahead of its nearest competitor, Sainsbury’s (15.7%). The market structure remains highly competitive; Tesco faces pressure from traditional rivals Asda (11.6%) and Morrisons (8.3%), as well as the continued growth of discounters Aldi (10.6%) and Lidl (8.2%) (Kantar, 2025). Despite this, Tesco has successfully defended its share through its ‘Aldi Price Match’ and Clubcard Prices initiatives.
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