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Tesco PLC (2024) states that they are one of the world’s leading multinational retailers, employing more than 330,000 colleagues across multiple markets. As the UK’s largest supermarket, the organization is driven by a clear purpose: to serve customers every day with affordable, healthy and sustainable food, ultimately helping them enjoy a better quality of life and an easier way of living. From its origins as a market stall to its current position as a diversified retail group operating in the UK, Ireland and Central Europe, Tesco has built its reputation on value, innovation and customer focus. Today, Tesco’s continues to evolve through digital transformation, community initiatives and a commitment to responsible, sustainable growth. 

Alongside its clear purpose and heritage, Tesco’s strategic position in the market further reinforces its role as the UK’s dominant retailer as Tesco holds the biggest market share, operating at unmatched scale, and maintaining a strong strategic position built on value, loyalty, and operational efficiency.

Tesco has around 4,572 stores worldwide and 3,829 in the UK, giving it a strong physical presence and the ability to serve millions of customers every week. This scale supports its position as the UK’s biggest supermarket, holding a 28.3% market share, which has grown steadily over the year. Tesco’s strategy focuses on offering good value, improving quality, and making shopping as convenient as possible. This includes things like Aldi Price Match, Clubcard Prices, and expanding fast delivery services such as Whoosh, which are now available in 1,500 stores. The company also invests heavily in efficiency, saving £510 million this year, which helps keep prices low and improve customer experience. Altogether, Tesco’s size, strong market share, and clear strategic priorities help it stay competitive and continue meeting customer needs (Tesco PLC 2025). 

The purpose of the report is to critically analyse Tesco’s current innovation and customer experience using design thinking frameworks and then propose a well‑justified digital transformation initiative that improves the customer journey and adds organisational value.
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Tesco’s initiatives align closely with its core business goals of delivering value, improving customer satisfaction, and strengthening loyalty. The company’s focus on competitive pricing and value leadership is reinforced through strategies such as Aldi Price Match and Clubcard Prices, which are highlighted in its Annual Report as central to maintaining affordability for customers (Tesco, 2025). Personalized Clubcard offers also play a key role in strengthening loyalty, with Tesco’s trends report showing that customers who receive personalized experiences are 1.8 times more likely to pay a premium, demonstrating a deeper emotional connection and trust (Supply Chain Magazine, 2024). Improvements in customer satisfaction are further supported by Tesco’s positive Net Promoter Score, which reflects stronger customer advocacy and overall sentiment (Comparably, 2024). At the same time, operational efficiency initiatives such as cost control, supply chain optimization, and digital improvements contribute to stable revenue growth and improved financial performance (Tesco, 2025). Together, these outcomes reinforce Tesco’s competitive position against rivals such as Aldi, Lidl, and Sainsbury’s by combining value‑driven pricing, data‑led personalization, and a more efficient operating model. 

Tesco is being shaped by several clear consumer and industry trends. First, shoppers are becoming far more value‑driven due to ongoing cost‑of‑living pressures. People are planning their purchases more carefully and prioritising affordability and reliability, which increases the importance of Tesco’s Clubcard Prices and value‑focused ranges (Supply Chain Magazine, 2024).

There is also a growing desire for trust, community, and familiarity. Tesco’s insights show rising interest in traditional British products and social‑media‑led trends such as “Dubai chocolate”, reflecting how cultural relevance and online influence now shape demand (Supply Chain Magazine, 2024). This pushes Tesco to stay responsive to fast‑moving trends and strengthen its local appeal.

Consumers are also choosing healthier but still enjoyable options, such as low‑ and no‑alcohol drinks, wholesome snacks, and “fakeaway” meals. This mirrors wider industry patterns around health and premiumisation (IGD, 2023), giving Tesco opportunities to grow its healthier and premium own‑brand ranges.
Another important trend is the shift between functional and emotive shopping. Some customers want quick, efficient trips, while others enjoy browsing and discovering new products. Tesco’s research shows that most shoppers still like finding new brands, meaning the retailer must support both mission‑driven and exploratory shopping behaviours (Supply Chain Magazine, 2024).

Finally, personalisation and loyalty are becoming central to competitive advantage. Tesco’s Clubcard allows it to tailor offers to individual customers, and personalised experiences significantly increase willingness to pay a premium (Supply Chain Magazine, 2024). As competitors strengthen their own loyalty schemes, Tesco must continue innovating to maintain its lead.

Key Consumer Trends Affecting Tesco
	Consumer Trend
	What’s Happening
	Impact on Tesco

	Value‑driven shopping
	Shoppers are more price‑conscious due to cost‑of‑living pressures.
	Stronger focus on Clubcard Prices, value ranges, and competitive pricing.

	Community & familiarity
	People want trusted, comforting, and culturally relevant products (e.g., British classics, social‑media trends).
	Need for local relevance and quick response to online trends.

	Intentional indulgence
	Consumers still treat themselves but choose healthier or “fake away” options.
	Growth opportunities in healthier snacks, low/no alcohol, and premium own‑brand.

	Functional vs emotive shopping
	Some shoppers want quick trips; others enjoy browsing and discovery.
	Stores and online journeys must support both mission‑driven and exploratory shopping.

	Personalisation expectations
	Shoppers respond well to tailored offers and loyalty rewards.
	Clubcard data becomes central to personalised pricing and customer retention.




Key Industry Trends Affecting Tesco
	Industry Trend
	What’s Happening
	Impact on Tesco

	Economic uncertainty
	Inflation and supply chain pressures affect costs and consumer confidence.
	Tesco must balance affordability with profitability.

	Rise of loyalty ecosystems
	Competitors (e.g., Sainsbury’s, Lidl, Aldi) are strengthening loyalty schemes.
	Tesco must continue innovating Clubcard to stay ahead.

	Health & wellness growth
	Industry shift towards healthier, sustainable, and low‑alcohol products.
	Tesco expands health‑focused ranges and reformulates products.

	Digital transformation
	Online shopping, data analytics, and omnichannel retail are accelerating.
	Investment in Tesco.com, app personalisation, and digital‑in‑store experiences.

	Fast‑moving trend cycles
	Social media drives rapid product demand spikes (e.g., viral snacks).
	Tesco needs agile supply chains and trend‑responsive merchandising.







Shifts in Consumer Behaviour
	Trend
	Evidence
	Why It Matters for Tesco

	Value‑driven shopping
	Cost‑of‑living pressures mean shoppers are more deliberate and price‑sensitive (Tesco Trends report) 
	Reinforces the need for Aldi Price Match, Clubcard Prices, and value‑tier ranges.

	Community craving & trust
	8.8% rise in traditional British treats; 80% rise in “Dubai chocolate” driven by social media communities 
	Tesco must respond quickly to micro‑trends and strengthen emotional connection.

	Intentional indulgence
	+9% growth in wholesome snack bars; low/no alcohol outperforming alcoholic equivalents by 11% 
	Supports innovation in healthier snacks, low/no alcohol, and premium own‑brand.

	Functional vs emotive shopping
	71% of shoppers enjoy discovering new brands while shopping 
	Tesco must design stores and online journeys for both quick missions and discovery.


How this shapes Tesco’s innovation challenge: Tesco must innovate around value, trust, personalisation, and discovery, ensuring its product mix and in‑store experience reflect changing shopper mindsets.

Technological Trends Influencing Grocery Retail
	Tech Trend
	Evidence
	Tesco Implication

	AI‑driven personalisation
	Tesco Trends report highlights AI as a major external factor shaping consumer habits 
	Supports Clubcard personalisation, targeted promotions, and predictive analytics.

	Digital‑physical integration
	27% increase in Tesco.com page views show more deliberate online planning before store visits 
	Tesco must strengthen omnichannel journeys and digital inspiration tools.

	Smart merchandising & data‑led discovery
	Birra Moretti campaign increased association with Italian food by 28% when paired with recipes 
	Encourages Tesco to use data to shape in‑store layouts, cross‑category promotions, and digital content.


How this shapes Tesco’s innovation challenge: Tesco must continue investing in AI, loyalty data, and omnichannel experiences to stay ahead of digital‑first competitors.






Economic & Regulatory Pressures
	Pressure
	Evidence
	Tesco Implication

	Economic uncertainty
	Article highlights rising prices, supply chain disruption, and unstable environment 
	Tesco must maintain affordability while protecting margins — driving efficiency and price‑matching.

	Supply chain volatility
	Food supply chains facing major disruptions 
	Innovation needed in forecasting, sourcing, and resilience.

	Consumer protection & transparency expectations
	Growing need for trust and reassurance in uncertain times 
	Tesco must communicate value clearly and maintain transparent pricing.


How this shapes Tesco’s innovation challenge: Tesco must innovate in efficiency, supply chain resilience, and transparent value communication to remain competitive.
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Innovation Ambition Matrix

Core (existing products/markets)
Tesco’s core innovation is centred on making its existing products, services and operations work better for customers across the UK and Europe. The Annual Report highlights how much Tesco invests in refining its current offer launching around 1,000 new products and improving a further 600, while its premium Finest range grew sales by almost 15% as more shoppers traded up (Tesco PLC, 2024). Tesco also strengthens everyday value through Aldi Price Match, Low Everyday Prices and roughly 8,000 weekly Clubcard Prices deals, which can save frequent shoppers up to £392 a year (Tesco PLC, 2024). Behind the scenes, Tesco uses automation to cut waste and improve efficiency, and applies AI to optimise delivery routes, helping stores replenish faster and improving convenience for existing customers. These improvements enhance Tesco’s core offer without changing its markets or product categories, making them clear examples of core innovation.

Adjacent (expanding existing capabilities)
Tesco’s adjacent innovation is about taking what it already does well its brand, data, logistics network and digital capabilities and stretching these strengths into new but related areas. These moves aren’t transformational, but they help Tesco grow into new services and revenue streams while staying close to its core business.
1. Rapid delivery through Whoosh
Tesco has continued to expand Whoosh, its rapid‑delivery service, which the company describes as a “real success story” as sales and basket sizes increased and online sales grew by 10.2% year‑on‑year. This builds on Tesco’s existing online and convenience strengths while moving into the fast‑growing quick‑commerce market (Tesco PLC, 2024).
2. Retail media growth (Tesco Media & Insight Platform)
Tesco uses its Clubcard data and dunnhumby analytics to run targeted retail media campaigns for brands. The Annual Report highlights strong growth in retail media revenue, showing how Tesco is turning its data capability into a profitable new business area (Tesco PLC, 2024).
3. New product ranges and cuisines
Tesco continues to expand into new cuisines and dietary trends through its product development teams. The Annual Report notes ongoing investment in innovation across food categories, supporting new ranges that respond to changing customer tastes (Tesco PLC, 2024).
4. Financial services partnership with Barclays
Tesco entered a long‑term strategic partnership with Barclays to offer Tesco‑branded financial products after selling most of Tesco Bank’s operations. This allows Tesco to stay in financial services while relying on Barclays’ expertise (Barclays Bank UK PLC, 2024).
5. Expanding convenience and online capacity
Tesco continues to invest in its store network and online fulfilment, with online orders reaching 1.3 million per week and strong growth supported by Whoosh. This extends Tesco’s existing capabilities into more locations and customer missions (Tesco PLC, 2024).

Transformational (new products/markets)
Tesco’s transformational innovation focuses on big, long‑term changes that fundamentally reshape how the business operates. These aren’t small improvements, they shift Tesco’s energy use, logistics model, supply chain and environmental impact for the future. The 2024 Annual Report highlights several major structural changes.

1. Large‑scale investment in renewable energy
Tesco has committed to major renewable energy projects that will change how its estate is powered.
· The Cleve Hill solar park will generate enough electricity to power the equivalent of 144 large Tesco stores each year.
· A new agreement with the Stranoch windfarm will provide renewable energy for around 80 supermarkets.
Rather than simply lowering emissions, this marks a long‑term shift in Tesco’s energy infrastructure, reducing its dependence on fossil fuels across a large proportion of its estate (Tesco PLC, 2024).

2. Moving freight from road to rail
Tesco now operates its tenth rail freight service, moving more than 300 million cases of products by rail each year. Rail freight significantly cuts carbon emissions and reshapes Tesco’s logistics model for decades ahead (Tesco PLC, 2024).

3. Automation and robotics in distribution centres
Tesco has introduced robotic automation at its Peterborough distribution centre, with another semi‑automated site planned for Aylesford in 2025. Automation changes the entire operating model of Tesco’s supply chain improving speed, accuracy and long‑term efficiency. (Tesco PLC, 2024).

4. Transforming UK agriculture through the green print for Farming
Tesco published its Greenprint for Farming report with Harper Adams University, outlining recommendations for innovation, financial stability and sustainability in UK agriculture. Independent reporting highlights that the Greenprint has sector‑wide influence, shaping national farming practices and helping to reshape supply chains for the long term (Farmers Weekly, 2024).

5. Large‑scale packaging and plastic reduction
Tesco has removed millions of pieces of plastic, including switching Finest pasta from plastic to paper and trialling laser‑etched avocados to remove stickers. These innovations change packaging systems across entire product categories and reduce environmental impact at scale (Tesco PLC, 2024).

Tesco’s innovation strategy leans mainly toward core improvements, focusing on making everyday shopping feel better from sharper prices and better product quality to smoother convenience and more personalised digital experiences. Alongside this, Tesco uses what it already does well its data, logistics network and strong brand to push into adjacent innovations such as retail media, faster delivery options and stronger financial service partnerships. At the more ambitious end, Tesco is investing in transformational innovation, putting money into renewable energy, expanding rail‑freight use and increasing automation. These bigger, long‑term moves are designed to reshape how the business operates in the future.

B. Customer Journey Mapping (Current State)

	Journey Stage
	Customer Actions
	Touchpoints
	Customer Mindset

	Awareness
	• Notices Tesco’s value messaging (Aldi Price Match, Clubcard Prices)
• Sees advertising, social media content, in‑store signage
• Recognises Tesco’s national presence
	• Tesco app / website
• social media
• Retail media screens
• Store signage
	“Tesco looks affordable and everywhere, I know what they offer.” 
🙂

	Consideration
	• Compares prices (600+ Aldi Price Match lines, 1,000 Low Everyday Prices)
• Evaluates quality (1,000 new products, 600 improved)
• Checks convenience (store locations, online slots, Whoosh availability)
• Reviews Clubcard benefits
	• Tesco website/app
• Clubcard personalised offers
• Store locator
• Whoosh availability checker
	“Tesco seems good value and convenient should I shop here today.”
😐

	Selection / Planning
	• Builds basket online or plans in‑store visit
• Uses Clubcard offers
• Searches for products
	• Online basket / favourites
• In‑app search
• Clubcard offers
	“I want to find everything easily and stick to my budget.”
😕

	Purchase
	• Shops in‑store (3,800+ stores)
• Orders online (10.2% growth, 150 new vans)
• Uses Whoosh for rapid delivery (1,500 stores)
• Scans Clubcard at checkout
	• Self‑checkout / staffed checkout
• Online checkout
• Whoosh delivery interface
	“I can get what I need quickly, easily and at a good price.”
🙂

	Fulfilment
	• Receives goods in‑store or via delivery
• Reviews substitutions
• Interacts with delivery driver
	• Delivery service
• Packaging / bags
• Click & collect point
	“I hope everything arrives on time and in good condition.”
😕

	Post‑Purchase
	• Receives digital receipts
• Gets app notifications
• Engages with Clubcard Challenges
• Contacts customer service if needed
	• Tesco app
• Email receipts
• Customer service
	“Tesco makes it easy to shop again I feel recognised.”
🙂

	Loyalty & Advocacy
	• Uses Clubcard regularly (23 million households)
• Saves up to £392 per year
• Recommends Tesco to others
	• Clubcard Prices
• Loyalty rewards
• Community initiatives
	“Tesco is my regular supermarket -I trust them and recommend them.”
😄




A gap analysis highlights where the current journey falls short and where innovation can create value. Tesco’s current customer journey performs well on value, convenience and national reach, but several friction points remain across digital navigation, product availability, fulfilment reliability and post‑purchase support. Customers often face stock shortages, inconsistent substitutions, delivery delays and limited personalization, which create moments of frustration despite strong overall loyalty. Tesco’s innovation strategy including automation, AI‑driven replenishment, expanded rapid delivery and improved logistics directly targets these gaps, offering opportunities to reduce customer effort, improve consistency and strengthen long‑term satisfaction.
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Proposed Digital Transformation Initiative
Building on the insights from the current customer journey and gap analysis, this report proposes SmartShop+, an AI‑enhanced in‑store personalization system designed to improve product availability, navigation, personalization and fulfilment accuracy while strengthening Tesco’s competitive advantage.

Proposed Initiative: SmartShop+ (AI‑Enhanced In‑Store Personalisation System)
Building on the insights from the current customer journey and gap analysis, this report proposes SmartShop+, an AI‑enhanced in‑store personalisation system designed to improve product availability, navigation, personalisation and fulfilment accuracy while strengthening Tesco’s competitive advantage. SmartShop+ builds on Tesco’s existing digital capabilities such as Clubcard data, SmartShop scanners, AI‑driven replenishment and in‑store Wi‑Fi but brings them together into a more seamless, intelligent and customer‑centred experience.

SmartShop+ uses real‑time data, predictive analytics and personalised recommendations to support customers throughout their in‑store journey (Euromonitor International, 2024). The system provides live-stock visibility, personalised shopping routes, healthier swaps, tailored promotions and more accurate substitutions. By connecting front‑end customer interactions with back‑end operational systems, SmartShop+ enhances both the customer experience and Tesco’s operational efficiency (Lemon and Verhoef, 2016). SmartShop+ is desirable for customers seeking a smoother, more personalized in‑store experience, feasible because it builds on Tesco’s existing digital infrastructure and data capabilities, and viable as it enhances loyalty, operational efficiency and long‑term commercial performance.

In addition, SmartShop+ fits closely with Tesco’s wider strategic direction, particularly its focus on digital transformation, loyalty growth and operational efficiency. The organization has already invested heavily in AI forecasting, automated distribution centers and a sophisticated data ecosystem through Clubcard and dunnhumby, which means the foundations for a more integrated in‑store digital experience are already in place. SmartShop+ builds on these strengths by linking customer‑facing features with back‑end operational systems, creating a smoother flow of information across the business. This not only enhances the customer journey but also supports Tesco’s ambition to operate as a more data‑driven and insight‑led retailer.

This initiative is realistic and strategically aligned. Tesco already has the infrastructure required automation in distribution centres, AI forecasting, a strong loyalty ecosystem and a widely used mobile app meaning SmartShop+ represents an evolution rather than a disruptive overhaul. It directly addresses the key friction points identified in the current journey, including stock shortages, navigation challenges, limited personalisation and fulfilment inconsistencies.

B. Enhanced Customer Journey Map (Future State)
	Journey Stage
	Future Customer Actions
	SmartShop+ Touchpoints
	Future Customer Mindset

	Awareness
	Receives personalised value messaging and relevant promotions
	AI‑driven Clubcard offers, personalised app notifications
	“Tesco understands what I need and offers good value.” 😄

	Consideration
	Checks stock availability and personalised deals before visiting
	Real‑time stock visibility, personalised recommendations
	“I know what’s in stock and what’s on offer before I go.” 🙂

	Selection / Planning
	Builds a smart shopping list with personalised route
	SmartShop+ route planner, healthier swaps, recipe suggestions
	“This will be a quick and efficient shop.” 🙂

	Purchase
	Navigates store efficiently and receives in‑aisle recommendations
	SmartShop+ navigation, AI‑driven offers, smart trolley integration
	“Everything is easy to find and tailored to me.” 😄

	Fulfilment
	Experiences fewer stock issues and better substitutions
	AI‑driven replenishment, improved picking accuracy
	“My shop is accurate and reliable every time.” 🙂

	Post‑Purchase
	Receives personalised follow‑ups and instant digital receipts
	Automated receipts, personalised challenges, loyalty insights
	“Tesco rewards me and makes things effortless.” 😄

	Loyalty & Advocacy
	Engages more deeply with Clubcard and recommends Tesco
	Enhanced loyalty ecosystem, personalised rewards
	“Tesco feels designed around me, I’m loyal for a reason.” 😄




C. Impact and Success Measurement

To evaluate the effectiveness of SmartShop+, Tesco should track a combination of customer‑focused, operational, and financial KPIs. These metrics ensure the initiative delivers measurable value across the organisation. 
1. Customer Experience KPIs
· Customer Satisfaction (CSAT) - improvement in in‑store satisfaction scores
· Net Promoter Score (NPS) - increased customer advocacy
· App Engagement Rate - frequency of SmartShop+ feature usage
· Time Spent Shopping - reduction in average in‑store time for mission‑driven shoppers
2. Operational KPIs
· Stock Availability Rate - reduction in out‑of‑stock incidents
· Substitution Accuracy - fewer rejected substitutions in online orders
· Picking Efficiency - improved accuracy and speed for online fulfilment
· Checkout Time Reduction - fewer queues and faster transactions
3. Financial KPIs
· Basket Size Growth - increased spend per visit due to personalised offers
· Clubcard Penetration Rate - more customers using loyalty features
· Sales Uplift in Promoted Categories - impact of personalised promotions
· Cost Savings - efficiencies from automation and reduced waste
4. Strategic KPIs
· Customer Retention Rate - strengthened loyalty over time
· Omnichannel Conversion - more customers using both online and in‑store services
· Healthier Product Mix - uplift in healthier swaps and Better Baskets choices
(Deloitte, 2024).

Tesco measures the success of its strategy through a balanced set of financial, customer, operational and sustainability indicators. The Annual Report shows strong progress across all areas: rising sales and profits, higher customer satisfaction, improved operational efficiency, and significant reductions in carbon emissions (Tesco PLC, 2024). Tesco also tracks its social impact through community programs and colleague engagement. Together, these measures show that Tesco’s innovations and strategic priorities deliver meaningful value for customers, colleagues, communities and shareholders.
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Tesco’s position as the UK’s leading retailer is built on strong foundations of value, convenience and customer loyalty, but the analysis in this report shows that changing customer expectations and ongoing operational pressures mean the organisation cannot stand still. While Tesco performs well across many areas, the current journey still contains friction points around stock availability, in‑store navigation, personalisation and fulfilment reliability, all which shape how customers experience the brand day to day.

The SmartShop+ initiative directly responds to these challenges by bringing together AI‑driven personalisation, real‑time data and a more seamless in‑store digital experience. By improving both the customer journey and the efficiency of Tesco’s operations, SmartShop+ offers a realistic and strategically aligned step forward in Tesco’s digital transformation. It builds on the strengths Tesco already has, supports its long‑term priorities, and moves the organisation closer to becoming a more data‑driven, insight‑led retailer. Ultimately, SmartShop+ positions Tesco to deliver deeper loyalty, stronger value and a more effortless shopping experience for customers across the UK
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