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Executive summary
The study has analysed the background of the selected organisation Tesco while focusing on the nature of the assignment. The assignment has been based on design thinking and innovation understanding within the details sectors. To provide a high quality outcome the study has examined the key consumer and industry trends that impact the role of retail sectors. It has assessed the current approach to innovation by Tesco while incorporating the frameworks of Innovation Ambition Matrix and Customer Journey Mapping. The study has also incorporated the proposed digital transformation initiative outlining Tesco Smart Basket AI Ecosystem. Moreover, the assignment has justified the incorporation of such initiative while focusing on the improved customer journey map and adding value to the services of Tesco. Finally, the success initiative has been measured while outlining a proper conclusion.
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Brief background of the company 
Tesco can be considered as the largest supermarket retailer in the markets of the United Kingdom with the history spanning over a long period of time. The company was established in the year of 1919 by Jack Cohen and the business developed from a simple market stall into an international and national retail power house (Tesco PLC, 2025). The organisation now operates thousands of stores across several formats involving Superstores, Tesco Extra hypermarkets, expansive online grocery platforms and express convenience outlets. The company serves millions of consumers weekly and competes across multiple sectors involving groceries, financial services through Tesco Bank, non-food retail and mobile telecommunications with the help of Tesco Mobile. Moreover, the well-known Clubcard loyalty scheme of the organisation remains one of the most successful innovations while supporting the strong position of the company in the retail landscape of the United Kingdom.
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Figure 1: Logo of the company
(Source: Tesco PLC, 2025)
Purpose of the portfolio
This particular portfolio aims to analyse the current strategy of innovation within Tesco and the customer experience using different structured frameworks such as Customer Journey Mapping and Innovation Ambition Matrix. The main focus is to examine how the organisation incorporates design thinking for enhancing the satisfaction of consumers, performing operations and market competitiveness. The portfolio also addresses opportunities and gaps in the existing consumer journey of Tesco and proposes a new digital change initiative to improve the delivery of service and strengthen the customer loyalty for a long period of time.
Significance of innovation and design thinking in retail
Innovation is crucial for retailers operating in a rapid changing environment marked by the changing preferences of consumers, digital disruption and intense competition. For Tesco, innovation assists in the enhancing of optimised supply chains, efficiency, modernised operations of store and deliver customised shopping experiences (Paredes et al., 2023). Design thinking is playing an important role in the process by placing the consumers at the centre of the decision-making process. Through ideation, empathy and testing, design thinking helps the retailers to address real problems of consumers and design practical solutions. As consumers increasingly demand innovation, seamless omnichannel experiences and design thinking have become crucial for retailers to remain competitive and relevant.
Outline of the report structure
The report begins with the analysis of industry trends and key consumers impacting Tesco. Part 1 will be examining the current innovation approach of Tesco using the Innovation Ambition Matrix. On the other hand, it will be evaluating the customer journey with the help of a visual consumer journey map. In addition to this, in part 2, the portfolio will be presenting a proposed digital transformation initiative and demonstrating how it enhances the journey of consumers. The portfolio concludes by summarising the main understanding and reinforcing the significance of continuous innovation at Tesco.
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Changing expectations of consumer 
In recent days, consumers expect speed, convenience and customisation. Most of the consumers prefer online shopping, flexible click and collect options, rapid delivery and real time information about the availability of products. Loyalty systems need to offer customised deals rather than generic discounts. Customers also expect ethical sourcing, transparent pricing and healthier options. These expectations require Tesco in terms of investing in customer-centric solutions and technology. Initially, convenience has become one of the most important drivers of behaviour (Azuonwu, 2024). Secondly, consumers are highly focusing on the time saving solutions such as one-hour delivery options, same day delivery or as mentioned of click and collect services. In addition to this, consumers are increasingly expecting customisation instead of generic promotions as consumers seek offers informed by the habits of the shopping. Thirdly, consumers are highly valuing the product quality and value transparency while outlining the ethical sourcing and sustainability. They are highly prepared by the retailers that provide clear information about carbon footprints, supply chains and commitments of the environment. The initiatives of Tesco in order to reduce plastics, improve standards of sourcing and promote recycled packaging aligned with the expectations. Finally, the integration of omnichannel has become crucial as the shoppers are expecting comparisons of prices instantly, they are browsing online and checking the stock in real time which is however impacting the loyalty of consumers.
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	Consumer Expectation
	Detailed Explanation
	Implication for Tesco

	Convenience
	Modern consumers increasingly prioritise speed, simplicity, and frictionless shopping experiences (Hardcastle, 2025). They expect fast delivery services, minimal queueing, intuitive store layouts, and quick checkout options. The rise of online shopping has reinforced demand for flexible delivery slots, same-day delivery, and efficient click-and-collect services. Convenience is not only about speed but also about reducing mental effort,  customers want seamless navigation, easy product discovery, and user-friendly mobile apps (Zachrison et al., 2022). This shift places pressure on large retailers like Tesco to continuously optimise service efficiency across all touchpoints.
	Expansion of rapid delivery services (Whoosh), more self-checkouts, and increased store automation.

	Personalisation
	Customers no longer respond effectively to one-size-fits-all marketing. They expect personalised promotions, product recommendations tailored to their preferences, and customised shopping experiences. The availability of big data and loyalty insights means customers anticipate retailers will use this information to improve relevance (Ijomah et al., 2024). For Tesco, the extensive data gathered through the Clubcard scheme provides opportunities to deliver highly targeted offers and dynamic pricing. Personalisation strengthens customer engagement, encourages repeat purchases, and increases the perceived value of loyalty programmes.
	Deeper utilisation of Clubcard data for tailored vouchers, recommendations, and personalised pricing.

	Transparency
	Consumers are increasingly conscious of sustainability, ethical sourcing, health, and corporate responsibility (Letunovska et al., 2023). They expect clear information on food origins, packaging materials, labour practices, and environmental impacts. Transparency influences trust and loyalty, especially among younger and ethically minded shoppers. As misinformation becomes more widespread, consumers value clear, verified, and easily accessible product information (Fong et al., 2024). Tesco must therefore communicate its sustainability initiatives more openly, reinforce traceability, and ensure clearer labelling to meet rising expectations.
	Strengthening communication, sustainability reporting, and transparency across supply chains.

	Omnichannel Experiences
	Shoppers now expect seamless transitions between online platforms and physical stores. They want consistent pricing, integrated loyalty rewards, real-time stock visibility, and the ability to move fluidly between browsing online, purchasing in-store, or arranging delivery. This unified experience is essential as customers increasingly blend digital and physical interactions (Mele et al., 2024). Any inconsistency in systems, stock information, or promotions creates frustration. Tesco must therefore invest in unified digital ecosystems that integrate app functions, website features, and in-store technologies to support a fully cohesive shopping journey.
	Enhanced online–offline integration, stronger app functionality, and improved digital infrastructure.


Table 1: Key changes in the expectations of consumers and its impact on the company
(Source: As created by the author)
Digital transformation trends in retail 
Technology has become the backbone of current retail sectors. From artificial intelligence driven forecasting to cashierless stores and robotics, digital shifts are re-shaping the customer service, operations and competitive strategy. Automation and artificial intelligence are among the most transformative trends. It has been noticed that the retailers are utilising artificial intelligence for product recommendation, inventory forecasting and dynamic pricing. Tesco increasingly incorporates the technologies in terms of focusing on the personalised promotions and supply chain systems (Sanders, 2025). Mobile commerce continues to rise with retailer apps becoming a major part of shopping journeys. Consumers are using apps in order to compare prices, search for products and pay digitally. The app of the organisation integrates online grocery shopping, Clubcard and digital receipts yet, enhancements are necessary for matching the rivals. Automated technology checkouts are also gaining prominence. Autonomous stores are creating frictionless shopping. Moreover, “GetGo” vinitiative of Tesco reflects the trend but remains limited in scale for certain reasons. Behind the scenes, automation in the distribution centres and warehouses accelerates the reducing errors and fulfilment of speed. Robotics, smart routing and automatic picking systems are becoming the standards of the industry.
Industry transformation and competition 
Tesco is facing intense competition from both emerging and traditional players. The rise of discounters such as Lidl and Aldi has received the priorities of consumers while increasing the focus on the value and low prices. The competitors are consistently expanding their presence within the markets of the United Kingdom offering models of limited assortment that can be utilised during the uncertainty of the economy in the country. Major supermarkets such as ASDA, Morrison, Sainsbury's and Waitrose are highly investing in the transformation of digitalisation in terms of enhancing the competitiveness of price and services of consumers. For example, Sainsbury's has developed the feature of advanced mobile check out and enhanced the infrastructure of delivery. Amazon Fresh is responsible for representing a specific disruptive threat because of the abilities of technology. The cashierless stores of the organisation and integration with the Prime delivery services create a benchmark for frictionless retailing (Szabó-Szentgróti et al., 2023). The strong data abilities of Amazon also allowed deep customisation. The competitive landscape is pushing Tesco in terms of differentiating the understanding of the business with the help of pricing strategies, digital innovation, store experience and loyalty systems. Clubcard prices strategy of Tesco has assisted in order to retain leadership of the market. Nevertheless, the pressure continues to intensify. 
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	Competitor
	Key Strengths
	Threat to Tesco

	Aldi and Lidl
	Aldi and Lidl continue to dominate the value retail segment through their limited-assortment, low-cost operating models (Delgado-Prieto et al., 2025). Their efficiency comes from a streamlined supply chain, minimal staffing requirements, and a strong focus on private-label products that offer competitive quality at significantly lower prices. Their stores are simple, easy to navigate, and designed to maximise speed and minimise operating expenses.
	These discounters attract budget-conscious customers, especially during periods of economic uncertainty and high inflation. Their consistently low prices create a significant challenge for Tesco, pushing it to maintain aggressive price-matching strategies (Wood et al., 2021). A sustained shift toward value retailers reduces Tesco’s customer base and pressures its margins.

	Sainsbury’s
	Sainsbury’s has strengthened its omnichannel presence, improving online delivery capacity, store formats, mobile app performance, and loyalty mechanisms such as Nectar Prices. Their brand is associated with quality, and recent investments in digital transformation have enhanced convenience and customer satisfaction.
	Sainsbury’s competes directly with Tesco in the mid-market segment. Its improvements in digital capability, loyalty integration, and store experience raise competitive pressure, attracting customers who prioritise both quality and convenience.

	Amazon Fresh
	Amazon Fresh leverages advanced technologies such as AI-driven analytics, real-time inventory tracking, and cashierless “Just Walk Out” stores (Amazon Fresh, 2025). Its integration with Amazon Prime enables fast delivery and seamless digital purchasing.
	Amazon poses a unique tech-driven threat by redefining customer expectations around automation, convenience, and personalisation. Its innovations force Tesco to accelerate its own digital transformation efforts.

	ASDA
	ASDA focuses on competitive pricing, an expanding loyalty programme, and improved product ranges. The brand attracts families through value propositions and strong promotional campaigns.
	ASDA’s growing emphasis on low prices and loyalty rewards intensifies competition, potentially drawing market share from Tesco’s core customer groups.


Table 2: Competitor landscape overview
(Source: As created by the author)
Economic and societal trends 
Economic conditions are responsible for significantly impacting the patterns of shopping. The cost of living crisis is allowing the consumers to prioritise promotions, affordability and own-brand alternatives. “Aldi Price Match” and "Prices of Clubcard” reflecting the responses of strategies to the trend. Inflation has also impacted the willingness of consumers in order to spend outlining in greater sensitivity to the fluctuations of price and value proposition. Retailers need to carefully balance the strategies of pricing with profitability. Social trends involve growing consciousness of the environment. Consumers expect retailers in terms of reducing the emissions of carbon, cutting waste of plastic and supporting ethical sourcing (Lavanya and Bolla, 2024). Sustainability initiatives of Tesco such as reducing footprints of carbon and promoting reversible packaging can be aligned with the expectations. On the basis of the demographic trends, involving an ageing population and increased literacy of digitalisation among younger shoppers, further impact the strategies of retail sectors. Older consumers might prefer the physical stores and simplified experience of digitalisation whereas younger segments are focusing on the mobile-first interactions and rapid delivery. Rising wage expectations and labour shortages also encourage Tesco in order to adopt more automation in warehouses and stores.
Implication of trends for the organisation
Collectively, the trends are creating both opportunities and challenges for the selected organisation Tesco. The growing expectations for personalisation and convenience necessitates ongoing investment in the infrastructure of digitalisation. Enhanced artificial intelligence, frictionless check out and mobile app improvement technology are crucial for retaining the digitally savvy consumers. Competition from the retailers of low cost required Tesco in terms of strengthening the value proposition while maintaining the efficiency of operations. Meanwhile, the pressure from the competitors like Amazon Fresh means it is the responsibility of Tesco in order to continue the development of Digital solution and outline the exploration of automation in terms of matching the standards of technology (Amazon Fresh, 2025). Economic pressures AR highly demanding careful strategies of pricing and expanded offerings of own-brand. Societal expectations for sustainability require commitment for a long period of time in terms of focusing on the reduction of carbon, waste minimisation and responsible sourcing. Ultimately, the trains demand from Tesco in order to adopt the innovative approach that is flexible and leverage technology while enhancing the experience of consumers and maintenance affordability. It highly focuses on competitiveness and long-term resilience.
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Utilisation of design thinking principles at Tesco 
Tesco increasingly incorporates design thinking as a consumer-centred approach for improving processes, services and experience of digitalisation. Digital thinking allows the organisation in terms of empathising the nature of consumers while identifying the pain points and developing the solutions of practical that enhance personalisation, convenience and efficiency.
	Principles of design thinking
	Explanation 

	Empathy and Customer Understanding
	Tesco uses extensive customer data through the Clubcard loyalty programme, market insights, surveys, and in-store feedback to understand customer behaviours, frustrations, and emerging needs (Tesco PLC, 2025). For example, data revealed that customers frequently experienced difficulties finding products in-store, prompting Tesco to explore digital navigation tools and clearer aisle signage. 

	Defining Key Problems
	Tesco identifies recurring consumer problems such as long queues, out-of-stock items, app usability issues, and lack of real-time information. The organisation frames these challenges clearly so teams can focus on solving them. For instance, defining “queue time” as a measurable problem pushed Tesco to introduce more self-checkout stations and trial frictionless checkout technologies like Tesco GetGo.

	Ideation and Solution Generation
	Cross-functional teams brainstorm solutions involving technology, design, operations, and customer experience (Delgado-Prieto et al., 2025). Ideas such as Scan-as-You-Shop, personalised Clubcard discounts, and digital receipts emerged from ideation sessions that sought to create smoother and more efficient shopping experiences.

	Prototyping and Testing
	Tesco tests new ideas in selected trial stores or small customer groups. Innovations like cashierless stores, Smart Shelf technology, and in-app improvements are piloted before country-wide rollouts (Windasari et al., 2025). This iterative approach reduces risk, allows learning from real customer behaviour, and refines solutions based on feedback.

	Implementation and Continuous Improvement
	After successful trials, Tesco implements innovations across wider regions and continually refines them. For example, the app undergoes frequent updates to enhance navigation, digital Clubcard integration, and barcode scanning performance. This demonstrates Tesco’s commitment to ongoing innovation rather than one-off changes (Nikolicic et al., 2021). Through design thinking, Tesco consistently aligns its innovation activities with consumer expectations, ensuring that technological and operational developments remain relevant and impactful.


Table 3: Design Thinking principles
(Source: As created by the author)
Application of Innovation Ambition Matrix 
	Core Innovation
	Adjacent Innovation
	Transformational Innovation

	Core innovations focus on improving existing products, services, and processes. Tesco invests heavily in enhancing operational efficiency, store performance, and convenience. Examples include:
· Expansion of self-checkout machines
· Introduction of Clubcard Prices across thousands of products
· Improving in-app features such as digital receipts and product search
· Enhancing online grocery fulfilment systems
These innovations refine what Tesco already does well, ensuring consistency and quality across its core operations (Tesco PLC, 2025).

	Adjacent innovation involves extending Tesco’s capabilities into new areas closely related to its current business. Key examples include:
· Tesco Bank, offering credit cards, insurance, and financial services
· Tesco Mobile, which uses O2’s network to provide affordable mobile tariffs
· Whoosh rapid delivery service, delivering groceries within 60 minutes
· Expansion into meal kits, ready-to-cook products, and homeware categories
These initiatives leverage Tesco’s brand strength and customer base to expand into profitable new markets.

	Transformational innovation focuses on creating new offerings or radically innovative experiences. Tesco’s transformational initiatives include:
· Tesco GetGo cashierless stores using computer vision and AI
· AI-driven inventory forecasting
· Robotics in warehousing to automate picking and packing
· Data-driven sustainability solutions to reduce food waste
These innovations position Tesco as a forward-thinking retailer capable of competing with technology-led disruptors like Amazon Fresh (Gama and Magistretti, 2025).


Table 4: Innovation Ambition Matrix
(Source: As created by the author)
Recent customer journey mapping 
Tesco is responsible for regularly conducting the customer journey mapping in terms of understanding how the consumers communicate with the brand across multiple touchpoints. This process addresses the pain points, opportunities and emotional responses for serving improvement. A normal Tesco customer journey involves the following steps:
Awareness 
Consumers discover offerings of  Tesco with the help of social media, advertisements, Clubcard notifications and email promotions (Mason and Jarvis, 2023). It can be stated that awareness is inference by the campaigns of pricing, weekly promotions and seasonal advertisements.
Consideration 
Consumers evaluate the prices of Tesco, availability of product and options of delivery with the help of a website or app. User experience factors such as navigation, product search and real time stock visibility which plays an important role.
Purchase 
Consumers select to purchase with the help of physical stores, self-checkout, shop scanners are the multiple online platforms. Pain points typically involve app glitches, long queues and unavailable items (Breugelmans et al., 2023).
Fulfilment 
For online orders, consumers communicate with the home delivery or the services of click and collect. Their satisfaction depends on punctuality, delivery accuracy, quality substitution and communication.
Post purchase engagement
Consumers receive customised vouchers, targeted promotions and digital receipts through the system of Clubcard. Post-purchase interaction influences long term loyalty. 
It can be mentioned that the journey map highlights the key points of friction that the test continues to identify with the help of both operational and digital innovation.
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Figure 2: Customer Journey Map
(Source: As created by the author)
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Description of the proposed initiative 
The proposed digital transformation initiative is the Tesco Smart Basket AI Ecosystem. This can be considered as an integrated artificial intelligence powered system that has been designed in terms of simplifying the decisions of shopping, enhancing personalisation and optimising the journey of consumers across online and physical store channels. The initiative combines the analytics of prediction, customised suggestions, automatic lists of shopping, in stone navigation and real time stock visibility within the mobile app of Tesco. The Smart Basket system is functioning as a digital shopping assistant that learns from the behaviour of consumers using the history of purchase, indicators of lifestyle, preferences of dietary and seasonal shopping patterns (Geng et al., 2022). It is responsible for automatically generating the weekly list of shopping while notifying the consumers with the essentials of low stock and suggestions for cost saving alternatives while incorporating the Clubcard loyalty data seamlessly. A key feature in the navigation of in store guiding the consumers with the help of store aisle-by-aisle for locating the products quickly. The feature is responsible for linking with the scan as you shop understanding of Tesco or GetGo technology helping the consumers to complete their purchases as soon as possible. Another significant element is Smart Substitution which is using the preferences of consumers and real time availability for suggesting substitutes during the ordering of products online. By building the existing data on Tesco, focusing on digital platforms and infrastructures are providing a personalised, seamless and efficient shopping experience that alliance with the modern expectations of consumers as well as the understanding of the new initiative by Tesco.
Justification based on the part 1 analysis 
Part 1 is responsible for outlining the several pain points of consumers, innovation gaps and industry trains that fully explain as well as justify the new initiative Smart Basket AI Ecosystem. Initially, the consumers increasingly demand for speed, convenience and frictionless experiences. Pain points such as difficulties in locating the in store products, long queues and limited delivery slots can be identified through the artificial intelligence powered navigation, integration with frictionless check out solutions and smarter routing for online orders. Secondly, the growing expectation for customisation means it is the responsibility of Tesco in order to use the extensive data of Clubcard more deeply. The particular initiative leverages the data for creating tailored suggestions, automatic basket building, personalised promotions and directly responding to the trend of consumer experience (Theodorakopoulos and Theodoropoulou, 2024). Thirdly, the transformation of digitalisation trends such as AI, mobile commerce and automation are re-shaping the industry of the retail sectors. With competitors like Amazon Fresh, it is deployed that the advanced understanding of automated technology needs to be incorporated within the company for strengthening the ability of digitalisation. The initiative is also helping the company to remain competitive by incorporating the intelligence driven by AI into the core journey of shopping. Fourthly, the existing consumer journey map of Tesco shows opportunities for improving the visibility of real time stock, delivery slot allocation and quality of suggestion. The system identifies all the gaps with the help of real time updates and predictive analytics. Lastly, from an innovation framework perspective, the initiative illustrates a balance between adjacent, core and transformational innovation. 
Updated and improved customer journey map 
	Journey Stage
	Experience Without Innovation
	Experience With Smart Basket AI

	Awareness
	Generic promotions via ads and app
	Personalised reminders (“You may need milk today”), targeted promotions

	Consideration
	Browsing products manually, comparing prices
	Auto-generated shopping lists, personalised suggestions, real-time price comparisons

	Purchase
	Searching aisles, queueing, manual checkout
	AI-guided store navigation, Scan-as-You-Shop integration, one-tap online purchasing

	Fulfilment
	Limited delivery slots, inconsistent substitutions
	AI-optimised delivery times, Smart Substitutions based on customer preferences

	Engagement
	Generic offers, basic Clubcard vouchers
	Personalised savings summaries, tailored nutrition insights, data-driven loyalty rewards


Table 5: Updated customer journey map
(Source: As created by the author)
Value added to Tesco 
The Smart Basket AI Ecosystem is creating value across the multiple dimensions: 
	Increased Customer Loyalty and Retention
	By offering highly personalised experiences, Tesco strengthens emotional and behavioural loyalty. Customers who receive tailored recommendations and seamless service are more likely to shop exclusively with Tesco, increasing lifetime value (Meng, 2024).).

	Higher Basket Value and Sales Growth
	AI-driven suggestions can increase average basket size by identifying frequently forgotten items, promoting complementary products, and highlighting personalised offers—translating into higher revenue.

	Operational Efficiency and Cost Savings
	Better demand forecasting improves inventory management, reducing waste and stockouts. Smarter delivery scheduling optimises routes, reducing fuel and labour costs (Pamisetty, 2023).

	Competitive Advantage
	By delivering superior digital capabilities, Tesco differentiates itself from traditional competitors like Sainsbury’s and ASDA while closing the technology gap with Amazon Fresh.

	Strengthened Clubcard Ecosystem
	The initiative amplifies the value of the Clubcard system through deeper personalisation, increasing customer participation and data quality (Ziliani and Ieva, 2025).

	Alignment with Sustainability Efforts
	AI-powered shopping lists reduce over-purchasing and food waste, supporting Tesco’s sustainability commitments.


Table 6: Value added services for Tesco
(Source: As created by the author)
Measuring the success of the initiative
	Customer Experience Metrics
	· Increased app engagement and frequency of Smart Basket usage.
· Reduced average in-store shopping time.
· Improved Net Promoter Score (NPS).
· Higher satisfaction ratings for delivery accuracy and substitutions.

	Financial Metrics
	· Increase in average basket value.
· Growth in online and in-store transaction frequency.
· Higher revenue from personalised promotions.

	Operational Performance
	· Reduction in stockouts.
· Improved substitution accuracy.
· Lower delivery cancellation rates.
· More efficient delivery route utilisation.

	Loyalty Metrics
	· Growth in active Clubcard users.
· Increased redemption of personalised offers.
· Higher retention rates among frequent shoppers.

	Technological Adoption Metrics
	· Number of customers using in-store navigation.
· Uptake of Smart Basket recommendations.
· Usage rates of AI-powered features (dietary filters, auto-lists, cost-saving alerts).


Table 7: Success measures of the initiatives
(Source: As created by the author)
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The analysis of the innovation landscape related to Tesco highlighted the critical role that digital transformation, strategic adaptation and customer-centric design played in order to maintain competitiveness within a rapidly evolving environment of the retail industry. The examination of industry and consumer trends revealed the significant transformation towards personalisation, transparency and convenience while focusing on the expectations of Omni channel driven by the advancements of technology and heightened pressures of competition. Part 1 demonstrated the adopted structured approach of innovation whereas the second part proposed the Smart Basket AI Ecosystem initiative which helped the organisation to grow without facing any kind of challenges in the markets of the United Kingdom. Moreover, it has been noticed that the initiative has allowed the company to depend on the strategic attention while focusing on the future and market leadership in the dynamic retail landscape.
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