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[bookmark: _Toc235760482][bookmark: _Toc235760976]Executive Summary
The report suggests Tesco's growing adoption of artificial intelligence for customer-facing personalisation could pose a risk or opportunity, depending on the country, in the United Kingdom and in the Republic of Ireland, its two biggest home markets. The analysis is based on three complementary frameworks, each of which answers a different question: PESTLE captures the regulatory landscape that influences Tesco's AI strategy; Five Forces provides an explanation for why AI is now a competitive need; and the Diamond provides an explanation of why the UK and Ireland is different in terms of AI capability. According to Porter's Five Forces framework, the grocery retail market in the United Kingdom and Ireland is highly competitive, suggesting that AI adoption is no longer a differentiator but rather a standard expectation (Rahman, 2023; Pangarkar and Prabhudesai, 2024). Porter's Diamond model helps explain why Tesco's AI capability currently looks more advanced in the UK than in Ireland, reflecting differences in factor conditions and domestic demand between the two markets (Porter, 1990; Öz, 2002). PESTLE analysis then frames this competitive landscape in a broader regulatory context of the UK's Digital Markets, Competition and Consumers Act 2024 and the European Union's AI Act, which classifies all AI systems that profile natural persons as automatically high-risk, including Tesco's Clubcard personalisation engine (European Union, 2024; UK Government, 2024). The report concludes that there was a definite data advantage for Tesco with its Clubcard programme, but this benefit hinges on its ability to retain consumer confidence and to manage the vastly different compliance requirements in the UK and Ireland. It concludes with a phased, costed implementation plan that covers data governance and algorithmic transparency and regulatory alignment across both markets, which is treated here as the mechanism by which the analysis in the report is translated into a defensible, board-level programme of work.
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Tesco is the UK's largest grocery retailer, representing nearly one-third of the UK grocery market (Tesco PLC, 2026), and is present in the UK, the Republic of Ireland, the Czech Republic, Slovakia, and Hungary. Group sales for the year to February 2025 stood around £63.6 billion, comprising UK online sales, which rose by eleven per cent to more than £7 billion, and preliminary data for the first half of 2025/26 showed further growth of 5.1 per cent (Tesco Plc, 2025; Tesco PLC, 2026; Investegate, 2025). At its core, Tesco's business model is built on Clubcard, a loyalty program that has been in existence since the C-store was established more than three decades ago, and now serves over twenty four million households in the UK and eightysix per cent of households in the Republic of Ireland (Tesco Plc, 2025). This report has been prepared to give Tesco advice on the risks and opportunities it will face as it increasingly integrates artificial intelligence into the Clubcard ecosystem and extends its reach to both markets, the United Kingdom and the Republic of Ireland, where Clubcard is most prevalent.
Artificial intelligence is not an extension of this strategy. In April 2026, Tesco announced a collaboration with Adobe to enhance the business's personalisation capabilities using artificial intelligence for the Clubcard estate, which chief executive Ken Murphy said would help the business "deliver even quicker personalised offers" (Reuters and Sinha, 2026; Muhammad Zulhusni, 2026). Tesco is already employing an AI decisioning engine, built in collaboration with technology partner Eagle Eye, to run its Clubcard Challenges, which personalise spending targets for up to 7 million customers, whilst personalised digital coupons are reaching over 9 million customers on a regular basis (Eagle Eye, 2025; Clark, 2026). The numbers suggest that AI-driven personalisation has progressed far past a pilot phase, underscoring the need to pay close attention to the governance and regulatory aspects of this expansion.
The report is organised based on three analytical frameworks prior to risk management. The Tesco Clubcard and AI context is introduced in section two, which is followed by an analysis of competitive intensity through Five Forces, national context through the Diamond, and the wider regulatory context through PESTLE, before an analysis of data governance, ethical AI and consumer trust, and a critical evaluation of the three frameworks. The costed implementation plan is set out in section three, and section four ends.
[bookmark: _Toc235760484][bookmark: _Toc235760978]2. Main Findings
[bookmark: _Toc235760485][bookmark: _Toc235760979]2.1 Company and AI Context
Tesco's role in AI personalisation can best be understood through the resource-based view of the firm (Barney, 1991), which suggests that a firm's successful and enduring competitive advantage is likely to depend on resources that possess value, rarity, and imitability. What is special about the technology, the Adobe partnership, and the EagleAI decisioning engine, is that similar AI technologies exist for any large retailer (Reuters and Sinha, 2026; Eagle Eye, 2025). The data set for the Clubcard is more difficult to replicate: established over 30 years and now covering the vast majority of Tesco's UK and Irish customer base, the company has a depth of first-party purchase history which a newer loyalty scheme could not easily match (Shelper, 2024; Tesco Plc, 2025).
This benefit is evident in practice. Each Clubcard Challenge turns purchases into personalised, gamified spending goals and will be extended to 7 million customers, while personalised digital coupons now reach over 9 million customers on a regular basis (Eagle Eye, 2025; Muhammad Zulhusni, 2026). The roll-out, together with an increase in sales online in the UK of 11 per cent and a share of the market of 35.7 per cent, shows that the data advantage is yielding returns in the form of commercial results and not an ambition alone (Tesco PLC, 2026).
But, this kind of resource based advantage is not self-perpetuating. The data infrastructure and customer-facing technology Tesco uses create a flywheel effect, with McKinsey stating that the company needs to invest in this technology to stay ahead of competitors that may develop similar loyalty models. To Tesco, this implies that the Clubcard data resource must be vigilantly safeguarded via the governance and compliance process outlined later in this report, as a failure in this process, particularly with regard to the data, could jeopardise the success of the personalisation strategy's competitive edge.
This advantage is also not equally distributed across Tesco's geographical reach. Both the Adobe partnership and the Eagle Eye decisioning engine were trialed in the UK and then extended internationally, whilst Tesco's own investor communications provide greater detail around penetration in the UK and online growth as compared to its Central European operations (Tesco PLC, 2026; Investegate, 2025). This pattern of disclosure leads to the conclusion that, although there is no definitive evidence, Tesco's artificial intelligence-driven personalisation is predominantly found in the United Kingdom and the Republic of Ireland, which is why this is the comparative focus of this report.
[bookmark: _Toc235760486][bookmark: _Toc235760980]2.2 Porter's 5 Forces: Competitive analysis in AI-backed Grocery Retail
The above resource-based analysis of the grocery retail industry in the United Kingdom and Ireland is complemented by Porter's Five Forces, which indicate the degree of competition facing the sector. Table 1 below outlines the various forces and how they relate to Tesco's AI personalisation initiative.
Table 1: Porter's Five Forces Applied to Tesco's AI-Enabled Personalisation (Self made))
	Competitive Dimension
	Pressure Level
	How It Plays Out for Tesco

	Rivalry between existing players
	Intense
	Tesco battles Sainsbury's, Asda, Aldi and Lidl, with AI-driven personalisation becoming a key differentiator beyond pricing alone 

	Barriers facing new market entrants
	Weak
	Heavy capital demands for stores, logistics networks and data systems keep newcomers out 

	Negotiating leverage of shoppers
	Medium
	Easy store-switching is offset by Clubcard's discount structure, which locks customers into scheme membership 

	Negotiating leverage of vendors
	Medium, trending upward
	Growing dependence on outside AI vendors like Adobe and Eagle Eye creates a fresh layer of supplier reliance 

	Risk from alternative options
	Medium
	Discount chains and privacy-conscious shoppers who avoid loyalty-app engagement both represent substitution risk 



Competition for the business among the business owners is high. The UK supermarket market is highly concentrated, with a small number of large chains, and Tesco's success and market leadership hinge on its ability to stand out from Sainsbury's, Asda, and the discount supermarket chains Aldi and Lidl, which are all price-competitive and increasingly personalised (Rahman, 2023). This competition is more often being driven by data and technology capability than by price, particularly in digitally-intensive industries, as Pangarkar and Prabhudesai (2024) suggest, with Tesco using AI personalisation as a differentiator, not just a cost-saving measure.
Competition from new entrants is relatively low as the capital requirements of stores, supply chains and, importantly, data infrastructure to get in the door are high (Rahman, 2023). The bargaining power of buyers is moderate. Switching costs are far more likely to be raised for consumers switching supermarkets, but can be raised for consumers switching from one supermarket to another, for Clubcard pricing and offers, where the discounts are dependent on consumers being a member of the Clubcard scheme (Shelper, 2024).
Supplier power is a more dynamic force in the AI context. Assad et al. (2024) demonstrate, in the context of algorithmic pricing tools in general, that reliance on commonly shared third-party technology may be a competitive and regulatory exposure risk if multiple retailers rely on the same underlying algorithms. Competition from other supermarkets, discount stores and more recently consumers who opt-out of AI personalisation for privacy concerns all pose a threat to the business.
Competitive rivalry and supplier dependency are now more tightly coupled than the original model (pre-AI era) would imply, for Tesco. Pangarkar and Prabhudesai (2024) state this when discussing how technology partnerships have begun to create the impression that you're working with a partner rather than an external supplier. The industry-level view however is a competitive market for the UK and the Irish market, and cannot explain why Tesco's AI capability appears to be more developed in one market than the other; this is what the Diamond model explains next.
[bookmark: _Toc235760487][bookmark: _Toc235760981]2.3 Porter's Diamond: National Competitive Advantage in AI-Enabled Retail
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Figure 1: Porter's Diamond Applied to Tesco's AI Capability, United Kingdom vs Republic of Ireland (Source: Author)
The Five Forces framework shows that the competitive intensity is high in UK and Irish grocery retail, treating both markets as one competitive market. Why is Tesco's AI capability not equally developed across its two core markets is explained here with the aid of Porter's Diamond, a concept developed to understand why industries can be competitive in specific national settings, which Five Forces is not able to explain (Porter, 1990).
The United Kingdom provides Tesco with a significantly greater supply of data science and digital marketing skills than Ireland, with a greater focus on London and other UK technology hubs, and a stronger capital markets access to listing in London. Demand conditions are also working in the favour of the UK, with Clubcard penetration in the UK at eighty four per cent, compared with eighty seven per cent in Ireland; indicating that the demand for loyalty based personalisation in Ireland, if anything, is more concentrated when market size is considered (Tesco Plc, 2025).
The differences between related and supporting industries are more pronounced. The UK has a strong retail tech innovation ecosystem, and Adobe is part of this, not to mention an established fintech and payments industry. While the supporting industry base is narrower for retail specifically, Ireland is also home to many technology platforms which are based in Europe, and so Irish regulatory arrangements in the area of data protection are arguably more developed, for the retail sector in particular, as a result. (Data Protection Commission, 2024)
UK grocery is more competitive in terms of strategy, structure and rivalry, and Chikán et al. (2022) suggest this makes for faster uptake of competitive tools like AI personalisation, with companies facing more competitive markets being forced to innovate faster to retain market share. This is the same pattern as Tesco's rollout of the partnership with Adobe and the Clubcard Challenges, which were introduced in the UK first and then rolled out globally.
Chang Moon, Rugman, and Verbeke (1998) argue that Porter's initial idea of the single country diamond fails to account for the ability of multinationals like Tesco to transfer capabilities built in one home market to a second, smaller market. This generalised double diamond effect seems to apply well to Tesco's UK-to-Ireland rollout – albeit with some caveats regarding policy and path dependency, as noted by Öz (2002), who applied it in her analysis of how the model could be used in Turkey. The UK to Ireland regulatory divergence – discussed further below – is another potential reason why the model may be affected over time. In high technology/high velocity industries, the Diamond model is still found to be informative if factors are used specifically and not generically, as was done here (Tsai, Chen and Yang, 2021). While not among the four main factors, the roles of government and chance are present, as can be seen in the regulatory choices of the UK and Ireland already beginning to differ.Government and chance are not significant among the four factors, but they are still relevant, as evidenced by the UK and Ireland having already made regulatory choices that diverge.
[bookmark: _Toc235760488][bookmark: _Toc235760982]2.4 PESTLE Analysis: United Kingdom and Republic of Ireland Comparative Assessment
The PESTLE framework is applied to compare the external environment of Tesco's AI-based personalisation in the United Kingdom and the Republic of Ireland. The comparison is summarised in Table 2, and  highlight each of the factors individually.
Table 2: PESTLE Comparative Analysis, Tesco United Kingdom vs Republic of Ireland (Author's own construction)
	Dimension
	UK Position
	Irish Position
	What It Means Strategically

	Governmental/Political
	DMCC Act 2024 hands the CMA direct fining authority for consumer-law violations     
	Governed by the EU AI Act, where profiling of individuals is automatically deemed high-risk 
	One AI tool, two entirely separate compliance obligations

	Financial/Economic
	Group turnover near £63.6bn; UK digital sales climbed 11% to £7bn 
	Smaller overall market but Clubcard penetration reaches 87% versus 84% in the UK 
	Ample investment capacity, though EU-side compliance spending is set to climb

	Cultural/Social
	Customer confidence hinges on data-use transparency 
	Comparable dynamic, amplified by a stronger EU privacy culture 
	Messaging strategy must be tailored separately for each market

	Tech Landscape
	Eagle Eye and Adobe tools are accessible to rival retailers too 
	Same underlying tools face tighter scrutiny over profiling practices 
	Since tech is level, governance quality becomes the true edge

	Legal/Regulatory
	ICO and CMA rely on existing law with no dedicated AI statute 
	DPC enforces GDPR alongside AI Act duties; issued €652m in fines in 2024 
	Ireland carries substantially steeper enforcement exposure

	Ecological/Environmental
	AI-based demand forecasting supports food-waste reduction 
	Same systems apply, plus an added EU sustainability-reporting layer 
	A minor upside rather than a core risk factor



Politically, the United Kingdom has adopted a consumer-protection strategy rather than an AI-specific one. The Digital Markets, Competition and Consumers Act 2024, which was given royal assent in May 2024, grants the CMA new powers to fine for consumer law breaches without litigious proceedings (UK Government, 2024; Hill Dickinson, 2024; Slaughter and May, 2024; Sidley, 2024), with core protections taking effect in April 2025. The CMA has already investigated algorithmic and dynamic pricing and announced its own project on the subject in late 2024, and released guidance in mid-2025 (Bret and Gielas, 2025; King, 2024). In contrast, Ireland is under the more formal EU framework where any AI system that profiles natural persons will be deemed high-risk by default, regardless of the purpose claimed (European Union, 2024; Hickman et al., 2024). Ireland's Data Protection Commission, which is the regulator for many global technology platforms due to its base in the EU, imposed fines of €652 million in 2024 alone, representing over half of the EU total (Colleary, 2025; 'Ireland imposes half of all EU GDPR fines in 2024', 2025).
Economically, the scale advantage is also evident for Tesco, as group sales are around £63.6bn, with further growth projected for 2025/26 (Tesco Plc 2025; Tesco PLC 2026). The total value of online sales in the UK increased by 11% to more than £7 billion, with market share at 35.7% (Tesco PLC, 2026). UK and EU regulators see algorithmic pricing as an enforcement priority and compliance costs will likely increase, notes Morgan Lewis (2025).
From a social perspective, consumers' reactions to AI personalisation are largely positive but contingent. Transparent data use is more likely to lead to trust than the sophistication of personalisation, as demonstrated by Aris Wuryantini (2025). Chen, Sun and Liu (2021) also reveal that personalisation can provoke reactance when consumers perceive their personal information as having been used without explicit benefit. It's an issue that directly affects Clubcard, as it relies on consumers forgoing regular data collection to earn savings.
At a technological level, both markets are undergoing significant evolution, albeit with similar approaches being used by Tesco and Eagle Eye (Ameen, Hosany and Paul, 2022) and by Adobe. In a now timeless discussion, Awad and Krishnan (2006) argue that the degree of personalisation and sophistication of the personalisation system does not necessarily determine consumer acceptance, but rather the level of perceived transparency.
From a legal perspective, the split described above continues to grow. The EU AI Act has introduced a new, more comprehensive framework for the DPC's role that extends beyond data protection to address AI-specific obligations, whereas the UK still relies on the ICO and CMA to enforce the Act under current laws (ICLG, 2025; Sharma, 2026).
Environmentally, this is the least developed of the six, but it is a true co-benefit which any governance investment based on compliance risk would understate to Tesco's board; data-driven demand forecasting is a way of reducing food waste (Tesco Plc, 2025).
[bookmark: _Toc235760489][bookmark: _Toc235760983]2.5 The impact of AI on Data Governance and Regulatory Compliance
This section covers the specific risks related to Tesco's own applications of AI in data governance and regulatory compliance, as well as algorithmic decision making. Table 3 provides a summary of the main exposures identified as a risk register.
Table 3: AI Risk Register, Data Governance and Regulatory Exposure (Author's own construction)
	Exposure Area
	What's at Stake
	Probability
	Severity
	Suggested Safeguard

	Data pipeline integrity
	Weak data quality damages forecasting accuracy and personalisation precision 
	Medium
	High
	Establish a formal governance structure with clear data-stewardship roles 

	Irish high-risk profiling status
	Clubcard's personalisation falls automatically under Article 6 high-risk rules in the EU AI Act 
	High
	High
	Build a documentation, transparency and human-oversight programme specific to Irish operations 

	Pricing-algorithm collusion concerns
	Shared AI pricing tools can lift margins without any explicit coordination 
	Low
	High
	Conduct a pre-launch review before adopting any AI pricing capability 

	Irish regulatory penalty risk
	The DPC has levied fines as high as €310m for similar profiling/advertising activity 
	Medium
	High
	Run a dedicated compliance check for Ireland ahead of UK equivalents 

	UK algorithmic oversight
	The CMA is actively probing data-analytics and dynamic-pricing tools 
	Medium
	Medium
	Engage early with CMA guidance before enforcement occurs 

	Disclosure transparency shortfall
	AI risk currently lacks its own category in existing risk reporting 
	Medium
	Medium
	Create a standalone AI risk section within annual disclosures 



All the other risks outlined in this section rely on data governance as the base. A critical review of machine learning and deep learning approaches to demand forecasting by Douaioui et al., 2024, reveals that the quality and consistency of the data pipeline can be a deciding factor for the performance of models across retail, and this is the case for personalisation models based on Clubcard purchase history. However, a systematic review of artificial intelligence in supply chain demand planning (Walter, Ahsan and Rahman, 2025) suggests that many retailers take an attitude of 'technology as a project' when implementing AI, instead of viewing it as a continuous governance program to ensure data quality at scale.
Regulatory compliance follows in line, and there are significant variations in the job between Tesco's two primary markets. The EU AI Act applies to any profiling of natural persons, meaning Tesco's Irish Clubcard operation would be subject to documentation, transparency, and human oversight requirements in the EU that are not currently as stringent in the UK (European Union, 2024; Sharma, 2026). The Data Protection Commission has been seen as prepared to levy very high penalties and has set an example by imposing a €310 million fine on LinkedIn on similar grounds of behavioural analysis and targeted advertising in 2024 (Data Protection Commission, 2024; Colleary, 2025). The UK is not risk free, but less so: the CMA's investigation into a data analytics tool for the hotel sector indicates that it is directly interested in the very type of AI decisioning infrastructure that Clubcard Challenges (Cochrane, 2026; King, 2024) relies on.
Algorithmic risk is not limited to personalisation, it also applies to the price. In the case of algorithmic pricing tools, as Assad et al. (2024) demonstrate in German retail fuel pricing, this can lead to higher margins without direct collusion, simply through one competitor's reliance on another that uses the same software tools. This is a form of collusion that regulators on both sides of the Irish sea see as a competition concern today (Bret and Gielas, 2025; Morgan Lewis, 2025). Currently, there is no dynamic pricing use of AI at scale in Tesco, but if they were to decide to adopt it in the future, it would be a natural extension of their Clubcard infrastructure, thus increasing the above exposures.
Tesco's biggest strategic balancing act here is between how fast they roll out AI and how robust the governance around it is. It is likely that the case for further development of Clubcard Challenges and personalised club coupons is as strong as ever, but without a commensurate data governance and regulatory alignment programme, extending these initiatives without a corresponding advantage could prove to be a regulatory liability – especially in Ireland.
[bookmark: _Toc235760490][bookmark: _Toc235760984]2.6 Ethical AI, Personalisation and Consumer Trust
Whether the use of AI in personalisation is a boon or a bane at Tesco will depend on how consumers perceive this approach. Ameen et al. (2022) define a personalisation privacy paradox that occurs when consumers use personalised services but seem to have an uneasy relationship with the data used to provide them, echoing the Clubcard experience of penetration and public discomfort about the use of their loyalty data.
Pappas (2018) states that the user experience of personalisation is not a one-size-fits-all good concept, as it can be perceived by a Clubcard member as useful and not intrusive while being the opposite for another. Riaz, Ahmed and Jibril (2024) take this further in the context most relevant to Tesco: They conclude that the trust earned in one channel is not readily transferable to a newer channel, like the personalisation rollout powered by Adobe AI, and that each new channel must earn its own trust.
In an empirical study of AI-powered e-commerce, Hassan, Abdelraouf and El-Shihy (2025) demonstrate that personalised recommendations improve the trust-loyalty dyad only in the context of existing trust, meaning that what has been important for Tesco's Clubcard loyalty programme for decades is actually a prerequisite for the AI program to be successful. Aris Wuryantini (2025) comes to the same conclusion: "Transparency around the data matters more than the technical sophistication of personalisation, when it comes to sustaining loyalty.
In contrast, Chen, Sun and Liu (2021) and Awad and Krishnan (2006) both caution that an overly personalised interaction or inadequately explained personalisation can paradoxically lead to a reactance effect, whereby consumers actively object to even more data sharing, even if it is for a scheme they had originally agreed to. However, transparency mechanisms that may be incorporated into any future rollout are not an afterthought for Tesco but are directly influencing the growth or erosion of the Clubcard data resource as discussed in section 2.1.
The reality is that Tesco cannot view consumer trust as an asset that can be assumed after a full 30 years of Clubcard heritage. The more transparent the explanation of a recommendation is, the more likely the trust placed in it will be maintained, the research above would suggest, and this applies to each new app. The more transparent the explanation of a recommendation is, the more likely the trust placed in it will be maintained, the above research would suggest, and this applies to each new app.
[bookmark: _Toc235760491][bookmark: _Toc235760985]2.7 Critical Evaluation of the Frameworks Used
The three frameworks presented in this report should not be judged as instruments, but rather critically examined. While PESTLE is comprehensive and can stimulate a structured comparison between the UK and Ireland, Anderson (2025) notes that the framework itself is static and does not take long to go out of date, particularly in fast-changing regulatory territory like AI, and each of the six factors is not given equal weight, leaving the analyst to decide what is most important without much support from the model itself. Pangarkar and Prabhudesai (2024) explain that Porter's 5 Forces model incorporates detail from the industry level, which PESTLE does not, but it has been developed for situations where there is relatively stable competition within the industry and may fail to capture the speed at which industry change, through technology partnerships, e.g. Tesco's dealings with Adobe and Eagle Eye, can alter competition and supplier relationships.
Porter's Diamond offers an original perspective rather than merely describing markets separately, since it explains why the same firm's artificial intelligence varies between markets. The results obtained in this report are similar to those reported by Öz (2002) and by Chang Moon, Rugman, and Verbeke (1998). The single, relatively closed national economy is not a key model driver alone, and a multinational retailer with a capability to move from one diamond to another, as appears to be the case with Tesco switching from the UK to Ireland, is another key driver of the model.
When viewed together, these restrictions imply that the three can be used together, but not as standalone solutions. PESTLE helps Tesco to identify the regulatory divergence, Five Forces provides the rationale for the adoption of AI to be ‘necessary to compete,’ and the Diamond gives Tesco the explanation of why the UK is ahead of Ireland in terms of capability, but none of these individually explains to Tesco what to do about the risk they create. The triple use of three frameworks also comes with a price, as each is based on different assumptions and predates a different form of competition. One could imagine that a single, more specific, AI governance structure might be better for Tesco than three of the more general strategy tools in succession. There is no consensus in academia or practice on AI-specific frameworks like PESTLE, Five Forces, and the Diamond, so it is better to use existing tools and be explicit about their limitations.
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Figure 2: Clubcard AI Data Flow with Governance Checkpoint Lane (source: Author)

The strategy outlined below is divided into three phases, starting with immediate foundations for governance and then progressing towards longer-term market positioning. It is also very explicit proactively, as it's cheaper and more credible to build the governance in advance of the EU AI Act timeline and the CMA algorithmic pricing programme than to create it after a regulatory finding. Cost estimates are indicative based on publicly reported costs to comparable retail governance programmes in the UK and Europe.
Phase One: Governance Infrastructure (0 to 6 months)
Tesco should create a joint UK and Ireland AI Governance Board, reporting to the Group Risk Committee that is given explicit powers to stop and/or modify any Clubcard AI tool that does not comply with the AI Act's Article 6 high-risk profiling requirements (European Union, 2024). A board level structure is important because if governance does not have any enforcement powers, it is likely to be advisory, and Tesco does not need to take that risk with the Clubcard rollout, which is so vast. Cost benchmark: similar UK retail governance restructuring costs typically range between £70,000 and £100,000 in year one (first year of the project) and include specialist hires, a first year risk register and legal review.
In parallel to this, Tesco should also hire an independent data quality audit to be conducted across the Clubcard pipeline with a focus on reliability risk identified by Douaioui et al. (2024), and Walter, Ahsan and Rahman (2025). Cost benchmark: £50,000 to £80,000, peer-to-peer with other audits reported in the UK retail technology space.
Phase Two: Capability Development and Regulatory Engagement (6 to 18 months)
Tesco should incorporate a transparency feature for consumers into Clubcard Challenges and its coupon programme, making it obvious where AI has influenced a recommendation, in line with the expectations of the AI Act and trust research cited in section 2.6 (Hickman et al., 2024; Riaz, Ahmed and Jibril, 2024). Cost benchmark: €150,000-€220,000, considering engineering effort required for putting disclosure into apps and in-store interfaces in 2 markets.
This should be accompanied by a formalised data governance framework with a data governance escalation path that is localised to Ireland, as reported by Ireland's Data Protection Commission (2024) for the data governance enforcement risk. Cost benchmark: £100,000 to £150,000. As the role of the Commission's AI Act evolves, Tesco should engage directly with the Commission rather than to wait for a formal inquiry (Sharma 2026; Colleary 2025).
Phase Three: Market Leadership and Governance Differentiation (18 to 36 months)
Tesco should disclose an independent annual audit of its governance and AI use in both markets, as well as its current sustainability disclosures, to address the reporting depth gap identified above. Cost benchmark: €180,000-250,000 per year, based on similar audit programmes of large retailers in Europe.
Future steps toward AI-powered pricing must be governed separately to the existing pricing infrastructure and managed with a separate risk assessment, recognising the concerns raised by both the UK and EU regulators about algorithmic pricing (Assad et al., 2024; Morgan Lewis, 2025). Cost benchmark: £80,000 – £120,000 for the initial assessment only. This record is likely to make Tesco the safer and more well-managed option for personalisation with AI compared with the other grocery stores and the discount stores, turning compliance into a competitive advantage and making it a source of differentiation.
Ownership of each of the three phases is within the established framework of existing accountability the Group Data Governance Lead and Chief Data Officer for the technical work, the Head of Digital for UK and Ireland for the transparency layer and the Group Risk Committee for the long-term audit cycle consistent with the principles in section 2.5 that embedding governance within existing accountability has greater success than having an initiative of its own.
[bookmark: _Toc235760493][bookmark: _Toc235760987]4. Conclusion
This report has recommended Tesco on the potential dangers and opportunities arising from the company's increasing reliance on artificial intelligence for Clubcard personalisation between the United Kingdom and the Republic of Ireland. While the results indicated that Tesco's AI-empowered personalisation is rooted in a resource-based advantage, grounded in 30 years of loyalty program data, that advantage is not as well-guarded in both markets (Shelper, 2024; Eagle Eye, 2025).
The three frameworks each added something distinct. According to the Five Forces, AI skills are no longer a choice but a competitive must (Rahman, 2023). The Diamond described why the UK currently enjoys this advantage in capability terms, but warned, consistent with the views of Öz (2002) and Chang Moon, Rugman and Verbeke (1998), that this advantage may diminish as capability transfers take place between the markets where Tesco operates. However, PESTLE revealed a regulatory landscape that was more at variance than convergence – Ireland's DPC applied the GDPR as well as the high-risk classification under the AI Act, whereas a less codified but growing CMA (European Union, 2024; Cochrane, 2026) was active in the UK.
The findings of the data governance and consumer trust analysis in sections 2.5 and 2.6 reiterated the following consistent message in numerous instances: technically compliance and real consumer trust are linked, but not synonymous, and strong performance of one does not guarantee the other for Tesco (Riaz, Ahmed and Jibril, 2024; Hassan, Abdelraouf and El-Shihy, 2025). In section three, each recommendation had named ownership, indicative costs, and risk mitigation attached to it to address the gap between this analysis and real-world action. The analysis is limited as the internal AI governance arrangements are not directly visible from outside of the organisation, and more comprehensive testing would involve access to internal documentation, which is beyond the scope of this report.
The whole argument here is that the competitive advantage Tesco has in AI-powered grocery retail will not be based on the complexity of the algorithms being developed, but if its governance can catch up with a UK and Irish regulatory landscape that will be drifting in conflicting directions. A company that can establish and be transparent and consistent in demonstrating AI systems that are fair and well governed in both markets is better positioned to establish a lasting data advantage than a company whose such advantage could be easily and rapidly destabilised by a single regulatory discovery in either market. The best immediate measure for Tesco to consider and take is the short term governance review proposed in section three, as this will either substantiate or rectify the assumptions of the whole of this report in relation to Tesco's own practices in either market before any further extension of the Clubcard AI programme is agreed in either market.
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Figure 3: Clubcard Al Data Flow with Governance
Checkpoint Lane (Author’s own construction)
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Figure 1: Porter's Diamond Applied to Tesco's Al Capability, United
Kingdom vs Republic of Ireland (Author's own construction)
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