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1. Introduction
Tesco is one of the largest retail organisations in the United Kingdom, operating as a multinational grocery and general merchandise retailer. Established in 1919, Tesco has developed a strong market presence, serving millions of customers weekly through its extensive network of physical stores and digital platforms. The organisation operates within a highly competitive retail environment characterised by rapid digitalisation, evolving consumer expectations, and increasing pressure for innovation.In recent years, Tesco has focused significantly on enhancing its digital capabilities, particularly through online grocery services, data-driven personalisation, and loyalty programmes such as Clubcard. These developments reflect a broader shift within the retail industry towards customer-centric innovation and integrated omnichannel experiences.This report critically analyses Tesco’s approach to innovation using the Innovation Ambition Matrix and evaluates its customer journey through customer journey mapping. Based on this analysis, the report proposes a digital transformation initiative aimed at addressing identified challenges and improving overall customer experience. The report also outlines how the proposed initiative can create value and how its success can be measured.
2. Key Consumer and Industry Trends
The UK retail sector is undergoing significant transformation due to technological advancements and changing consumer behaviours. One of the most prominent trends is the rapid growth of e-commerce, accelerated by the COVID-19 pandemic. Consumers increasingly expect seamless digital experiences, including mobile shopping, fast delivery, and personalised recommendations.Another key trend is the growing demand for convenience. Customers prioritise time-saving solutions such as click-and-collect services and same-day delivery. This has forced retailers like Tesco to invest heavily in logistics and digital infrastructure to remain competitive.Personalisation is also becoming a critical factor in customer engagement. The use of data analytics and artificial intelligence enables organisations to tailor offerings based on individual preferences. Tesco’s Clubcard programme exemplifies this trend by leveraging customer data to provide targeted promotions.Sustainability and ethical consumption are additional factors influencing consumer behaviour. Customers are increasingly concerned about environmental impact, leading organisations to adopt more sustainable practices. From a systems perspective, retail organisations operate as complex systems consisting of interconnected components such as supply chains, digital platforms, and customer interfaces. The interactions between these components create emergent behaviors that influence overall performance (Checkland, 1999). These trends highlight the importance of innovation and customer-centric strategies in maintaining competitiveness within the retail industry.
2.1 Digitalisation and E-commerce Growth
The rapid expansion of digital technologies has fundamentally altered the retail landscape. Online shopping has become increasingly prevalent, with consumers expecting seamless digital experiences across multiple channels. The COVID-19 pandemic accelerated this trend, leading to a permanent shift in consumer behaviour towards online grocery shopping.Tesco has responded to this trend by investing heavily in its online platform and delivery infrastructure. However, the increasing competition from digital-native organisations such as Amazon highlights the need for continuous innovation.
2.2 Demand for Convenience
Modern consumers prioritise convenience and efficiency. This is reflected in the growing popularity of services such as:
1. Click-and-collect 
2. Same-day delivery 
3. Mobile shopping 
Convenience is no longer a differentiating factor but a baseline expectation. Organisations that fail to meet these expectations risk losing customers to more agile competitors.
2.3 Personalisation and Data-Driven Marketing
Personalisation has emerged as a key driver of customer engagement. Advances in data analytics and artificial intelligence enable organisations to tailor products and services to individual customer preferences.Tesco’s Clubcard programme represents a significant strength in this area, as it allows the organisation to collect and analyse customer data to deliver personalised offers. However, there is potential to further enhance personalisation through more advanced AI applications.
2.4 Sustainability and Ethical Consumption
Consumers are increasingly concerned about environmental sustainability and ethical sourcing. Retailers are under pressure to adopt sustainable practices and demonstrate corporate responsibility.
2.5 Retail as a Complex System
Retail organisations can be understood as complex systems consisting of interconnected components such as supply chains, digital platforms, and customer interfaces. The interactions between these components create emergent behaviours that influence overall performance (Checkland, 1999). This complexity means that improvements in one area can have unintended consequences in another, highlighting the importance of a systems-thinking approach to innovation.
3. Part 1: Innovation Analysis Using the Innovation Ambition Matrix
Innovation can be defined as the process of creating new ideas or improving existing products and services to deliver value (Tidd and Bessant, 2020). The Innovation Ambition Matrix categorises innovation into three types: core, adjacent, and transformational. 
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3.1 Core Innovation
Core innovation focuses on improving existing products and services for current customers. Tesco demonstrates strong performance in this area through continuous enhancements to its operations and customer experience. Examples include:
1. Improvements to the Tesco mobile app 
2. Enhanced online grocery platform 
3. Expansion of self-checkout systems 
These innovations are relatively low-risk and provide immediate benefits by improving efficiency and customer satisfaction. However, over-reliance on core innovation may limit long-term growth opportunities.
3.2 Adjacent Innovation
Adjacent innovation involves leveraging existing capabilities to enter new markets or improve offerings.Tesco’s adjacent innovations include:
1. Expansion into online delivery services 
2. Introduction of Tesco Mobile 
3. Development of click-and-collect services 

Critical Evaluation:Adjacent innovation has enabled Tesco to diversify its offerings and reach new customer segments. These initiatives utilise existing infrastructure and capabilities, reducing risk while providing opportunities for growth.However, adjacent innovations require careful integration to ensure consistency across channels and avoid operational inefficiencies.These initiatives allow Tesco to reach new customer segments while utilising existing infrastructure. However, they require careful management to ensure successful integration into existing systems.
3.3 Transformational Innovation
Transformational innovation focuses on creating entirely new business models or disruptive technologies.Tesco has explored transformational innovation through:
1. AI-driven recommendation systems 
2. Automated checkout technologies 
3. Data-driven supply chain optimisation 
While these innovations have high potential, they also involve significant risk and investment. Tesco’s engagement in transformational innovation appears limited compared to competitors such as Amazon. While the organisation has explored advanced technologies, its focus remains primarily on incremental improvements.This imbalance may pose a strategic risk, as transformational innovation is essential for long-term competitiveness.
3.4 Evaluation of Tesco’s Innovation Strategy
Tesco’s innovation portfolio appears to align with the typical 70-20-10 model, where most resources are allocated to core innovation, followed by adjacent and transformational initiatives. However, there is evidence that Tesco may be overly focused on incremental improvements rather than disruptive innovation. This could limit its ability to compete with digital-native competitors such as Amazon.
4. Customer Journey Mapping (Current State)
Customer journey mapping is a tool used to visualise the steps customers take when interacting with a company, including touchpoints, emotions, and pain points (Lemon and Verhoef, 2016). Customer journey mapping is a strategic and analytical tool that enables organisations to understand and evaluate the full experience a customer undergoes when interacting with a business across multiple touchpoints. It provides a holistic representation of the customer experience by capturing not only the actions customers take but also their emotions, perceptions, and expectations throughout the interaction lifecycle. This approach is particularly valuable in contemporary retail environments where customer expectations are continuously evolving due to technological advancements and increased competition. Customer journey mapping allows organisations to shift from an internal operational focus to a customer-centric perspective, thereby enabling a deeper understanding of how value is created and perceived by customers. It has been widely recognised that organisations that effectively manage customer experience are more likely to achieve higher levels of customer satisfaction, loyalty, and long-term profitability (Lemon and Verhoef, 2016). A comprehensive customer journey map typically incorporates several key elements, including touchpoints, customer actions, emotional responses, pain points, and opportunities for improvement. Touchpoints refer to all interactions between the customer and the organisation, such as digital platforms, physical stores, customer service channels, and marketing communications. Each of these interactions contributes to the overall customer experience and can significantly influence customer perceptions of the brand. Customer actions describe the behaviours and decisions that customers undertake during their journey, including searching for products, comparing alternatives, and completing transactions. However, it is not sufficient to focus solely on actions, as emotions play a critical role in shaping customer experiences. Positive emotions such as satisfaction and trust can strengthen customer relationships, while negative emotions such as frustration or confusion can lead to dissatisfaction and potential loss of customers.Pain points represent areas within the journey where customers encounter difficulties or inefficiencies, such as slow website performance, lack of product availability, or delays in delivery. Identifying these pain points is essential for organisations seeking to improve their service offering and enhance customer satisfaction. Conversely, gains or opportunities highlight aspects of the journey that create value for customers, such as convenience, speed, and personalisation. These elements are particularly important in digital retail environments where customers expect seamless and efficient interactions. By analysing both pain points and gains, organisations can identify opportunities for innovation and service improvement.The customer journey is often conceptualised as a series of stages that reflect the progression of customer interactions with the organisation. These stages typically include awareness, consideration, purchase, experience, and post-purchase engagement. During the awareness stage, customers become conscious of a need or problem and are introduced to potential solutions through marketing activities. The effectiveness of this stage is heavily influenced by the organisation’s ability to deliver relevant and engaging content. In the consideration stage, customers actively evaluate different options, comparing products, prices, and reviews. This stage is particularly sensitive to the quality of information and usability of digital platforms, as poor user experience can lead to abandonment. The purchase stage involves the completion of the transaction, where ease of use and efficiency are critical to ensuring a positive experience. The experience stage focuses on the delivery and use of the product or service, where consistency and reliability are essential in meeting customer expectations. Finally, the post-purchase stage involves customer feedback, engagement with loyalty programmes, and the formation of long-term relationships, which are crucial for customer retention and repeat business.From a broader perspective, customer journey mapping can be understood as part of a complex organisational system in which multiple interconnected components interact to shape the overall customer experience. Retail organisations operate as systems composed of various subsystems, including supply chains, digital infrastructure, and customer service operations, all of which influence customer outcomes. The interactions between these subsystems can lead to variability in performance, meaning that customer experiences may differ even within the same organisation. This highlights the importance of adopting a systems thinking approach, which emphasises understanding the relationships and interdependencies between different elements of the organisation rather than focusing on isolated components (Checkland, 1999). Despite its advantages, customer journey mapping presents several challenges. One of the primary difficulties lies in accurately capturing the full range of customer interactions and experiences, particularly in omnichannel environments where customers engage with organisations through multiple platforms. Additionally, customer expectations are constantly evolving, requiring organisations to continuously update and refine their journey maps. Another challenge is the inherent variability in customer behaviour, as different individuals may experience the same journey in different ways. This variability reinforces the need for flexible and adaptive approaches to journey mapping that can accommodate diverse customer needs and preferences.Advancements in technology have significantly enhanced the effectiveness of customer journey mapping by enabling organisations to collect and analyse large volumes of customer data in real time. Technologies such as artificial intelligence and data analytics allow organisations to gain deeper insights into customer behaviour, predict future actions, and deliver personalised experiences. These capabilities are particularly valuable in retail environments where personalisation has become a key driver of customer satisfaction and competitive advantage. By leveraging technology, organisations can move beyond static representations of customer journeys and develop dynamic models that reflect real-time interactions and evolving customer needs.Critically, while customer journey mapping is widely adopted as a tool for improving customer experience, its effectiveness depends on how it is implemented. Many organisations focus primarily on mapping processes rather than understanding the underlying emotional and behavioural aspects of the customer experience. This limits the potential for generating meaningful insights and developing innovative solutions. Furthermore, customer journeys are not always linear, as customers may move between stages in unpredictable ways, particularly in digital environments. This non-linearity requires organisations to adopt more flexible and integrated approaches that recognise the complexity of customer behaviour.In conclusion, customer journey mapping is a powerful tool that enables organisations to understand and improve the customer experience by providing a comprehensive view of customer interactions, emotions, and behaviours. When applied effectively, it can support the identification of pain points, enhance customer satisfaction, and drive innovation. However, its success depends on the organisation’s ability to adopt a customer-centric perspective, integrate systems thinking, and leverage technological advancements to continuously refine and optimise the customer journey.
4.1 Current Customer Journey
Stage 1: Awareness
Customers become aware of Tesco through advertising, social media, or word-of-mouth.
Stage 2: Consideration
Customers browse products via the website or mobile app.
Stage 3: Purchase
Customers complete transactions either online or in-store.
Stage 4: Experience
Customers receive their products through delivery or in-store shopping.
Stage 5: Post-Purchase
Customers provide feedback and engage with loyalty programmes.
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4.2 Pain Points
1. Delivery delays and limited time slots 
2. Website/app usability issues 
3. Lack of real-time stock visibility 
4. Inconsistent customer service
4.3 Gains
1. Convenience of online shopping 
2. Loyalty rewards through Clubcard 
3. Wide product selection 
4.4 Opportunities for Innovation
1. AI-driven personalisation 
2. Real-time inventory tracking 
3. Improved delivery systems 
From a systems thinking perspective, these issues reflect interactions between multiple subsystems, including logistics, technology, and customer service
5. Part 2: Proposed Digital Transformation Initiative
5.1 Proposal: AI-Powered Personalised Shopping Ecosystem
This report proposes the development of an AI-driven personalised shopping ecosystem that integrates across Tesco’s digital and physical platforms.
5.2 Key Features
1. AI-based product recommendations 
2. Predictive shopping lists 
3. Real-time inventory tracking 
4. Smart delivery scheduling 
5. Voice-assisted shopping 
5.3 Design Thinking Justification
The proposed initiative aligns with key design thinking principles:
Desirability
Addresses customer needs for convenience, personalisation, and efficiency.
Viability
Enhances revenue through increased customer engagement and retention.
Feasibility
Leverages Tesco’s existing data infrastructure and technological capabilities.

5.4 Enhanced Customer Journey (Diagram)
Diagram 2: Enhanced Customer Journey[image: ]

5.5 Value Creation
For Customers
1. Reduced effort 
2. Faster decision-making 
3. Personalised experience 
For Tesco
1. Increased sales 
2. Improved customer loyalty 
3. Enhanced operational efficiency 
5.6 Measuring Success
Key performance indicators include:
1. Customer Satisfaction Score (CSAT) 
2. Net Promoter Score (NPS) 
3. Conversion rate 
4. Customer retention rate 
5. Average order value 
5.7 Risk and Systems Consideration
From a systems-thinking perspective, introducing new technology may create unintended consequences, such as:
1. Increased operational complexity 
2. Data privacy concerns 
3. Resistance to change 
Risk and systems consideration is a particularly important aspect of any digital transformation initiative because organisational change rarely affects only one isolated function. In the case of Tesco, the proposed artificial intelligence-driven personalised shopping ecosystem has the potential to generate substantial benefits in terms of customer satisfaction, operational efficiency, and competitive advantage, but it also introduces a series of interconnected risks that must be carefully understood and managed. From a systems perspective, Tesco should be viewed as a complex organisational system made up of multiple interdependent subsystems, including digital infrastructure, supply chain management, data analytics, store operations, customer service, marketing, and human resource capabilities. A change introduced into one part of this system is likely to influence the behaviour and performance of other parts, often in ways that are not immediately visible or fully predictable. This means that the implementation of advanced digital solutions cannot be approached as a purely technical project, but rather as a systemic organisational intervention that may produce both intended and unintended consequences. A further major risk concerns data governance, privacy, and ethical responsibility. The proposed initiative depends heavily on the collection, analysis, and interpretation of customer data in order to personalise shopping experiences. While this creates opportunities for more relevant recommendations and stronger engagement, it also raises concerns about how customer data is stored, used, and protected. In a retail context, data misuse or security breaches can quickly undermine the relationship between the organisation and its customers. Tesco would therefore need to ensure that its systems comply with legal and ethical expectations relating to privacy, transparency, and responsible artificial intelligence use. There is also a reputational risk if customers perceive personalisation as intrusive rather than helpful. Personalised technology only adds value when customers believe that the organisation is using their information in ways that are beneficial, fair, and respectful. As a result, digital trust becomes a strategic issue rather than simply a technical or legal one. 
6. Conclusion
The analysis presented in this report demonstrates that Tesco operates within a highly complex and dynamic retail environment where customer expectations, technological developments, and competitive pressures are continuously evolving. The application of the Innovation Ambition Matrix has revealed that while Tesco performs strongly in core and adjacent innovation through incremental improvements and service expansion, its engagement with transformational innovation remains relatively limited, which may constrain its long-term strategic positioning in an increasingly digital and data-driven marketplace. This imbalance suggests that although the organisation is effective in maintaining operational efficiency and short-term competitiveness, it must strengthen its focus on more disruptive and forward-looking innovations in order to sustain growth and remain resilient against emerging competitors. Furthermore, the customer journey mapping analysis has highlighted that Tesco’s current customer experience, although functional and convenient, is characterised by several inefficiencies and inconsistencies across key touchpoints, particularly in relation to digital usability, delivery performance, and post-purchase engagement. These issues reflect the broader systemic nature of retail operations, where interactions between multiple subsystems such as logistics, technology, and customer service can generate variability in performance and ultimately shape the customer experience.
The proposed digital transformation initiative, centred around an artificial intelligence-driven personalised shopping ecosystem, directly addresses these challenges by enhancing personalisation, reducing friction in the purchasing process, and improving overall service efficiency. By aligning with the principles of desirability, viability, and feasibility, the initiative not only responds to customer needs but also supports organisational objectives related to profitability, scalability, and technological capability. Importantly, the integration of advanced digital technologies into the customer journey has the potential to transform Tesco’s value proposition from a primarily transactional model to a more personalised and experience-driven model, thereby strengthening customer loyalty and increasing long-term value creation. However, it is essential to recognise that digital transformation is not a one-time implementation but an ongoing process that requires continuous evaluation, adaptation, and alignment with both internal capabilities and external market conditions.From a broader perspective, this report highlights the importance of adopting a holistic and systems-oriented approach to innovation and customer experience management. Improvements in isolated areas are unlikely to deliver sustainable results unless they are supported by coordinated changes across the entire organisational system. As such, Tesco must ensure that its innovation strategy, technological investments, and operational processes are fully integrated and aligned with its overarching strategic objectives. In conclusion, while Tesco is well-positioned within the UK retail market, its future success will depend on its ability to balance incremental improvements with transformational innovation, leverage data and technology to enhance customer experience, and continuously adapt to the complexities of an evolving retail ecosystem.This report has demonstrated that Tesco operates within a complex and rapidly evolving retail environment that requires continuous innovation. While the organisation performs strongly in core and adjacent innovation, there is a need to strengthen its focus on transformational innovation.The analysis of the customer journey revealed several pain points, particularly related to digital experience and delivery efficiency. The proposed AI-powered personalised shopping ecosystem addresses these issues and aligns with current industry trends.By adopting this initiative, Tesco can enhance customer experience, improve operational efficiency, and maintain its competitive advantage. However, successful implementation requires careful consideration of system complexity and ongoing evaluation.
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