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[bookmark: _Toc221027299]Introduction
With increased competition in the global market, firms are engaging in various design thinking and innovation initiatives to capitalise on new opportunities (Lockwood and Papke, 2017). It not only helps address changing consumer needs and preferences but also achieves sustainable competitive advantage in the long run. This report aims to apply two frameworks, namely, Innovation Ambition Matrix and Customer Journey Mapping, to Tesco and identify potential design thinking and innovative principles and customer journey mapping undertaken by the firm. This enables Tesco to identify new opportunities for digital innovation while recognising pain and gain points of its target customers.
Tesco PLC is a UK-based multinational grocery chain with around 27% share in the UK market. It is one of the traditional ‘big four’ supermarkets alongside Sainsbury’s, ASDA and Morrisons (Statista, 2025). As of 2025, Tesco comprises 4300 stores in the UK and the Republic of Ireland. Despite facing fierce competition, supply chain pressures during COVID-19 and high inflation, the firm has retained its top position in the UK market. Apart from Tesco’s Clubcard, ranked as the best-known loyalty program, the firm also remains a leader in technology adoption, with its online shopping starting in 1984 and a significant increase in e-commerce sales (Statista, 2025).
[bookmark: _Toc221027300]Key Consumer and Industry Trends
In the United Kingdom, physical supermarket visits are being replaced by online grocery shopping due to deals, time efficiency, and crowd avoidance. Since 2016, this penetration rate of online shopping among British individuals has increased significantly, thereby driving online purchase behaviour of grocery customers (Ou, 2025). The sudden demand spike in online grocery was observed during the pandemic in 2020 and 202, thereby resulting in a substantial increase in sales for Tesco and other supermarkets. In this context, Millennials demonstrate the highest eagerness towards purchasing groceries online in the UK, followed by Gen Z consumers (Watty, 2025). As a result, consumers aged between 27 and 42 years mainly comprise the online grocery market target group. As per the BBC (2020) report, in the UK, more than three-quarters of people engaged in some online grocery shopping since the outbreak of the pandemic. Along with the pandemic, the rise in technology and increased competition are also driving factors of changing consumer behaviour in the UK grocery retail market. While online grocery shopping offers improved convenience, customers still expect seamless digital experiences, thereby putting pressure on Tesco to innovate without disrupting its profit margins.
Furthermore, apart from online shopping, discount grocery shopping and cross-shopping have also emerged as new trends in the UK. For instance, 41% consumers shopped from their primary shoppers in June 2025, with around 20% market share occupied by discount shoppers (Corbin, 2025). With a rise in cross-shopping preferences, Tesco may face structural tensions while retaining customers through loyalty schemes. This increases complexities as they look forward to optimising values across different retailers.
Figure 1: Consumers’ preference towards buying local
[image: ]
Source: McKinsey, 2025
Figure 1 illustrates that instead of buying from global, multinational brands, consumers now prefer purchasing products locally from their own markets. According to McKinsey's (2025) report, while making purchase decisions, around 47% global consumers consider locally owned companies. Besides, despite consumers remaining active over various social media platforms, their purchase decisions are influenced most by friends and family while least by these digital media (McKinsey, 2025). This increases strategic challenges for Tesco as it should balance its scale efficiencies with localisation strategies to address community-based buying behaviours. 
Moreover, around 67% of grocery transactions in 2025 were made from smaller frequent shops to purchase immediate household items (Corbin, 2025). As a result, a continued decline in brand loyalty has been observed among consumers towards supermarkets. However, exceptions are evident with supermarket chains using personalised loyalty schemes and convenient multichannel experiences to retain their customers, which has resulted in maintaining 42% of their market share since 2019 (Briggs, 2025). These trends highlight that while consumer loyalty decreases, they still prefer personalised digital ecosystems, which demonstrates that loyalty may be redefined in grocery shopping.
Figure 2: Attitude Towards Grocery Shopping
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Source: McKinsey & Company, 2023
Figure 2 demonstrates how high and low-income consumers have been displaying different attitudes towards grocery items. Price, quality and health are the three top concerns for these customers, with top priority being saving money on food. While high-income consumers prefer high-quality and premium food products, low-income customers look for various ways to save money (McKinsey & Company, 2023). Moreover, there has been an increased focus on consuming healthy and nutritious products. This can make developing a value proposition difficult for Tesco, thereby forcing it to redesign its approaches by focusing on both cost sensitivity and value-based products without harming brand credibility. 
PR Newswire (2024) shows that both traditional and online shopping channels are utilised in the UK grocery retail market. However, these traditional retailers such as supermarkets, department stores, hypermarkets and speciality stores are experiencing increased competition from e-commerce. To boost sales, increase customer interactions and improve shopping experiences, technologies including 3D sensor tech, IoT devices and metrics are used. Some significant trends shaping this industry are convenience, home delivery services and curbside pickup (PR Newswire, 2024). By rapidly adopting these technologies, Tesco’s focus may shift from customer needs to operational efficiency. Thus, it should adopt design thinking principles for integrating technology while enhancing customer experience. 
Moreover, increased automation, artificial intelligence (AI) algorithms and supply chain disruptions have taken place to provide targeted recommendations, improve customer experience and increase efficiency. These enable supermarkets and traditional retail chains to remain competitive in the market. Similarly, McKinsey & Company (2023) shows that retailers are using analytics and generative AI across various areas, including category management, store operations, supply chain management, marketing and support functions. However, these grocery retail stores also face increased scrutiny due to data security risks and experience increased pressure for transparency and traceability in their supply chain (PR Newswire, 2024). Additionally, concerns regarding trust and privacy emerge despite data-driven personalisation enhancing engagement. Thus, Tesco must focus on balancing innovation with increased transparency and personal data use.
These trends highlight that while convenience-based and value-focused grocery channels have been displaying better performance, e-commerce and warehouse clubs emerge as the most beneficial ones. Nevertheless, UK grocery retail firms continue to face four fundamental forces or trends, which they must manage (Euromonitor, 2023). These include increasingly demanding consumers, intensifying competition, uncertain macroeconomic environment and rapid digitalisation. As a result, both small players and big firms like Tesco must engage in effective design thinking and innovative principles to strike a balance between efficiency, empathy and sustained customer value.
[bookmark: _Toc221027301]Part 1: Critical Analysis and Assessment of Tesco 
This section presents the innovation ambition matrix and consumer journey map for Tesco
[bookmark: _Toc221027302]Innovation Ambition Matrix 
Table 1: Innovation Ambition Matrix
	Innovation Type
	Strategy Focus
	Tesco’s Current and Future Initiatives

	Core 
	Increasing Customer Loyalty 
	Clubcard Real Time Dynamic Pricing 

	Adjacent 
	Enhancing Customer’s Convenience 
	Whoosh Rapid Delivery 

	Transformational 
	Transforming the Shopping Experience
	GetGo Autonomous Stores


Source: Self-made
[bookmark: _Toc221027303]Core Innovation 
As a core innovation, Clubcard pricing plays a key role in Tesco’s competitiveness compared to other food retailers. Real-time dynamic pricing based on artificial intelligence not only matches the competitors' prices but also rewards customer loyalty. For example, dynamic pricing helps Tesco compete against brands such as Aldi. Low prices on a wide range of family products also represent an advantage of Tesco’s Clubcard pricing for the customers. Over 80% of Tesco’s sales in the UK involve more than 20 million Clubcard holders who save around 390 pounds a year (Tarry, 2024). However, Tesco’s dynamic pricing is also criticised for increasing some prices under the pressure of inflation in the UK. The price of a main, snack and drink increased from 3.60 Pounds to 3.85 Pounds for Clubcard holders (Meierhans, 2025). Furthermore, the collection of personal data to analyse buying behaviour makes customers apprehensive of this system. Thus, Tesco is also losing customers due to Clubcard pricing. 
[bookmark: _Toc221027304]Adjacent Innovation 
Tesco further supports its core innovation of Clubcard pricing through the adjacent innovation of rapid delivery. E-commerce operations based on ‘Whoosh’, Tesco’s rapid delivery service is a key growth driver for the company. Rapid delivery enables Tesco to integrate physical and digital services for a seamless buying experience. This rapid delivery service is available with more than 1000 Tesco stores delivering groceries within an hour of placing the order. The service accounts for 34% of the online grocery market share (Mazidi, 2025). Convenience and speed are the two strength areas for the rapid delivery service. It also supports the Clubcard system in increasing customer loyalty for Tesco. Nonetheless, rapid delivery services, including Tesco ‘Whoosh’, Sainsbury’s ‘Chop Chop’ and Ocado ‘Zoom’, typically restrict geographical availability and are less convenient for larger orders (Urquhart et al., 2022). 
[bookmark: _Toc221027305]Transformational Innovation 
In a challenging retail environment characterised by inflation and capacity constraints, Tesco opened its first autonomous ‘GetGo’ store in East London (BBC, 2021). This is a transformational innovation that aims at customer satisfaction driven by check-free purchases. Inspired by Amazon, these autonomous stores allow customers with the Tesco app to pick up groceries without a scan. A combination of cameras and weight sensors detects the purchases and charges the customers directly through the app. The autonomous stores not only save time but also transform the buying process into a completely seamless experience. Nevertheless, a large number of supermarkets in the UK are experimenting with autonomous stores (BBC, 2021).  
[bookmark: _Toc221027306]Current Customer Journey Map

Steps
Plan
Select
Shop
Checkout
Receive
Respond
Stage
Browse Offers
Choose Products
Scan and Add
Pay
Receive Receipt
Feedback
Thoughts
“I want good deals”, “I hope Tesco knows what I buy”
“There are too many items”, “I want to find this quickly”
“This is convenient”, “I hope I do not miss discounts”
“Why is it taking time?”, “I want to avoid queues”
“Did I get the best value?”, “Where is my receipt?”
“I want to rate this”, “Feedback should be easier”
Touchpoints
Actors
Emotions


The various gain points, pain points and innovation opportunities at each stage of the consumer journey are provided in the table above. It showcases the four stages of planning, selection, checkout and post-purchase in the customer journey. 
[bookmark: _Toc221027307]Critical analysis of Tesco’s current design thinking 
The present design thinking framework of Tesco is customer-centric and values time, money and convenience (Dam and Siang, 2021). Unlike a technology-based approach, Tesco’s approach focuses on design thinking as it understands the pain and gain points of the customers of the firm. The company uses feedback loops, experimentation, and journey mapping to analyse the problems and resolve them using technology. Like, Clubcard services of the brand were introduced to enhance efficiency and reduce customer frustration. Moreover, it helped save time for the consumers and drive their perceived value. This human-centred strategy differentiates Tesco and its design thinking approach from top-down innovation measures. It aims at a seamless shopping experience which prioritises the customer’s choices and objectives. The application of advanced digital technology for personalisation reflects how Tesco has adopted a customer-centric approach aligned with operational efficiency and product planning (Fader, 2020). The brand seeks to ensure that its products sold through online portals and retail stores align with consumer needs and strategic business goals. This makes it possible to critically analyse the various touch points in the consumer journey to clearly identify pain points and gain points (Towers and Towers, 2022). The opportunities for innovation lie in overcoming the pain points and optimising the gain points. For this purpose, Tesco relies on multiple tools and techniques, including data analytics, consumer profiling, customer surveys and real-time feedback. 
The Clubcard system, autonomous stores and rapid delivery services are some key examples of design thinking-driven innovation at Tesco (Azan and Karimah, 2022; Gimžūnė, 2024). Some other important aspects of this innovation ecosystem include mobile applications, personalisation, omnichannel shopping and real-time feedback. Customers can use the Tesco app to scan QR codes on multiple media, including billboards and product packages (Alexander, 2020). Such innovation not only enhances the speed and convenience of mobile purchases but also streamlines the shopping experience. Such an innovation culture is driven by participative decision-making, bottom-up communication, experimentation, empowerment and diverse perspectives (Albors-Garrigos, 2020). Tesco has further translated design thinking into strategic alignment between technological innovation, corporate objectives and consumer choices.
[bookmark: _Toc221027308]Opportunities for Innovation 
First, there is further opportunity to leverage the potential of artificial intelligence and big data analytics for enhancing personalisation. Such personalisation primarily concerns product planning, customer recommendations and developing distribution systems (Haas and Morschett, 2023). Moreover, Tesco can improve the shopping experience by using real-time transactions and introducing unified baskets. These innovations enhance security and convenience in purchases, alongside saving customers’ time. Further digitalisation will help customers completely avoid queues and also eliminate manual errors. Similarly, the real-time conversations of chatbots with customers and instant feedback improve customer relationship management (Aarthi et al., 2020). The digital strategy recommended for Tesco in the following section capitalises on these opportunities. 
[bookmark: _Toc221027309]Part 2: Proposed Digital Strategy for Tesco
[bookmark: _Toc221027310]Overview
The overall analysis of Tesco suggests that the company has encountered several challenges in the recent past like decline in consumer loyalty, inflationary pressure on customers leading to price sensitivity, and demand for personalised experience. Although the company operates effectively through the Clubcard, online, and Grocery App options, the systems operate through diverse touchpoints (Mason & Jarvis, 2023). Hence, to ensure ease in customer interface, the digital strategy proposed to Tesco is to develop a SmartShop+ initiative. This AI-powered tool would combine Clubcard data and in-store technology into the mobile application. The main objective of the digital initiative is to move from a transaction-based retailer and integrate personalisation and customer-centricity within the system. This would allow Tesco to maintain its price leadership while creating value for its offerings (Evans & Mason, 2018). The SmartShop+ strategy aligns with the main principles of feasibility, desirability, and viability. The desirability factors are addressed considering budget control, personalised offers, and hence, reducing shopping friction. Feasibility is enhanced by the digital infrastructure of Tesco. Viability is attained with financial returns, retention rate, and operational expenses. All these aspects are measurable. Framing the strategy through this triad ensures that SmartShop+ not only proposes creative solutions but is also sustainable for the brand in the long run. 
Although SmartShop+ utilises tools that are  essential in retail firms, its originality is based on how it structures the value proposition of Tesco. The SmartShop+ initiative positions the brand as a “shopping partner”, rather than competing in aspects of speed or price. Hence, the aim is to ensure that customers manage budgets, save time, and have diverse choices for their daily shopping needs. This tactic is contrasting with less effective digital measures in the sector that only focus on technology change rather than identifying its impact on consumer relationships.
[bookmark: _Toc221027311]Description of the Initiative
This platform helps Tesco improve its digital infrastructure and not replace it. The strategy would use Clubcard and AI data of the customers to generate information, and include the following components:
· Developing personalised shopping options by analysing the purchasing data of customers.
· Making recommendations to the consumers based on their budget and spending patterns.
· Dynamic pricing and promotional measures for every household.
· Suggestions to the customers while shopping in stores or by using real-time subscriptions.
This strategy would allow Tesco to identify consumers' actual needs and target them accordingly. For example, a consumer spends around £100 per week while shopping in Tesco. The AI assistant can provide suitable options to customers and help them cope with inflation.
The SmartShop+ digital initiative would integrate the grocery and Clubcard options of customers within the system. The consumers can start preparing their cart online, attain digital receipts, generate data regarding real-time spending, self-scan, or make quick visits to analyse the stocks of a store. This strategy would respond to 60% shoppers in the UK, who seek smaller and more frequent shopping options (Wade & Navarro, 2024). The platform would also integrate Clubcard members and provide them with additional discounts. Micro-segmented Clubcard offer, rewards based on the purchasing and diet patterns of customers, and rewards based on consumer behaviour would drive personalised demands of the people. For example, rather than achieving a £10 voucher on the Clubcard, the customers can receive £5 off on their most-purchased brand and £5 cashback. The platform would also help integrate ethical consumption trends, which is a priority for Tesco (Pulker et al., 2018). The application would provide details regarding the carbon footprint of each product, low-waste products, and even provide rewards to customers for making sustainable purchases. Since the younger groups, like Gen Z, are major customers of smart retailing in the UK, the application would include options like personal shopping lists, reminders, gamified challenges, and meal planning recipes (Priporas, Stylos & Fotiadis, 2017). The initiative would follow the main stages of design thinking. The firm emphasises the customer frustration and habits, defines problems like price stress, ideates using a personalised tool, prototypes through application and stores. Lastly, customer feedback is used to analyse performance. This structured process indicates the presence of a design thinking approach in the digital adoption strategies of the firm.
[bookmark: _Toc221027312]Improved Consumer Journey
The customer journey highlights the interaction of customers with a brand (Okeke et al., 2024). Based on the analysis, Tesco used to follow a simplified consumer journey map by providing discounts, competitive prices, and online shopping options. This allowed the company to ensure brand recognition, broaden its overall product range, and ensure flexibility for the customers. However, it led to several challenges like lack of personalisation, generic messaging options, disconnected channels, privacy issues for customers, and a lack of engagement. Also, it led to a weak emotional connection and risk of consumers shifting to competitor brands. Hence, to overcome these challenges, an enhanced customer journey map is prepared based on the SmartShop+ initiative.
Table 2: New Consumer Journey
	Stage
	Customer Actions
	Digital Improvements
	Gains

	Awareness
	Opening the SmartShop+ application
	Offers and reminders based on AI
	Promotion based on relevance. Helps overcome customer issues in repeated searching for their products.

	Planning
	Development of a smart shopping list
	Tracking of customer preferences and budgets
	Controlling costs and allowing more personalisation to customers.

	Shopping Options
	In-store or online shopping flexibility
	Real-time spending and unified basket options
	Generates convenience for customers.

	Checkout
	Application-based checkout options
	Digital receipt and the ability to overcome any queues.
	Time saving and driving customer satisfaction.

	Post-purchase
	Rewards, insights, and customer support
	Personalised feedback options
	Drives customer engagement and loyalty.


Source: Self-made
The new digital initiative is essential for Tesco to overcome pain points like a lack of personalisation, in-store queues, and the absence of follow-up or engagement. Hence, the strategy is expected to create an efficient customer experience, personal relevance, reduce friction between bands and purchases, and create emotional loyalty. All these factors create value and drive consumer loyalty.
[bookmark: _Toc221027313]Strategic Value
The innovative digital transformation strategy of Tesco is expected to create strategic value for the company. Initially, the strategy would drive customer retention of Clubcard members by 5%. This would help increase 20% of the overall profit margins of the company, as the brand has around 20 million Clubcard members as of 2022 (Tesco, 2022). The SmartShop+ strategy is further expected to retain 4% of the customers of the brand. However, the link between profit outcome and retention growth is not automatic.  Existing research shows high retention with a rise in margins, but the impact is based on adoption rates, consumer responses, and implementation costs. SmartShop+ might encounter diminishing returns in case personalisation becomes repetitive. Also, the company can face challenges in case customers resist a data-driven targeting approach due to privacy concerns. In addition, upfront training costs and technology investments might minimise the short-term margins of the firm. Hence, the projected increase in revenue can be considered as conditional and not guaranteed (Refer to Figure 3).
Figure 3: Customer Retention
[image: ]
(Source: Excel Sheet)
Figure 4: Personalisation Benefits
[image: ]
Source: Excel Sheet
As per Figure 2, personalisation would create strategic value and lead to a 5% increase in consumer purchases. The contribution would result in an £800 contribution to revenue for the brand. Hence, minor adjustments to the costs and business strategy are expected to create a substantial effect on the revenue of the firm.
Creating perceived value for the products is more effective for Tesco than providing a blanket discount. The targeted promotional tactics would minimise waste of promotion and increase grocery shopping revenue by 10%. Also, the SmartShop+ would help create savings for the consumers through the process. 
The initiative to develop digital receipts and AI-based demand can help overcome queue congestion, paper costs, and inefficiencies in stock margins. Hence, the operational costs of the firm are expected to reduce by 1%. Since the operating costs of Tesco in 2025 were £3128 million in 2025, a 1% reduction in costs would lead to savings of £3128 (Tesco, 2025). 
[bookmark: _Toc221027314]Measurement of the Success
The success of SmartShop+ would be evaluated using specific performance indicators. These factors would allow Tesco to determine whether or not the plan devised is effective for the entity.
Table 3: Measuring the Success of SmartShop+
	Customer Metrics
	· Usage rate of Clubcard members increased by 10%
· Consumer retention rate increased by 3%
· NPS scores increased by 5%

	Financial Metrics
	· Average basket value of the customers rose by 5%
· Revenue received per consumer.
· Improvement of ROI

	Digital Engagement Metrics
	· Using the SmartShop feature
· Active users every month
· Digital checkout numbers

	Sustainability Metrics
	· Analysing the number of eco-labelled items.
· Number of carbon-aware items.
· Waste reduction through efficient forecasting


Source: Self-made
[bookmark: _Toc221027315]Risks and Mitigation Measures
The SmartShop+ initiative of Tesco offers financial and strategic benefits for the company. This strategy allows the firm to manage risks effectively. One major risk of facing the digital initiative is the reduction of customer trust as their privacy is affected (Bandara, Fernando & Akter, 2021). The new strategy of the firm indicates that it would rely extensively on the purchasing habits of the consumers. Therefore, while using customer data analytics, any misuse can lead to penalties as per the GDPR (General Data Protection Regulation). Hence, to overcome the risk, the company needs to use blockchain, which is an immutable digital ledger, to protect the data (Stančić & Bralić, 2021). Also, transparency in data usage, attaining consumer consent, and effective cybersecurity systems would drive trust in the platform.
Another risk affecting the company is digital exclusion. Many customers of Tesco intend on shopping in stores and are less tech-savvy. It would be difficult for the users to access the advanced SmartShop+ tool. To mitigate the risk, the company can maintain traditional check-points at stores, offer personal staff to assist the customers in stores, and offer simple tutorials on the website. This strategy would help attract the older customer groups.
An increased reliance on technology creates operational complexity for Tesco. Hence, it can lead to short-term disruptions for the company. Tesco can mitigate the problem by conducting pilot testing in selected stores in the UK. Learning from these programmes would help identify any operational constraints and adopt strategies to mitigate them.
Lastly, analysing return on investment is a concern for the company. To implement the SmartShop+ digital input, the company would need to make investments in training and technology. This would require huge costs. To ensure suitable returns, developing clear benchmarks, tracking the KPIs, and measuring the current profits against expected earnings would be effective for the firm. All these strategies would ensure the SmartShop+ technology remains sustainable and customer-centric.
[bookmark: _Toc221027316]Conclusion 
The integration of design thinking and innovation at Tesco is targeted at market opportunities in a highly competitive UK retail sector. The analysis shows that the design thinking approach in large-scale retail firms is less about radical creativity and more involved in balancing the desirability of the customers. The case of Tesco showcases a strategic tension, which is to embed human-centred design with standardised data-driven systems. Balancing both aspects is expected to reduce reliance on the technology-led solutions. The analysis in this report shows how aligning corporate objectives and consumer choices offers a sustainable competitive advantage. The innovation opportunities indicated by these tools are the basis of the recommended digital strategy for Tesco. Categorising Tesco’s initiatives into three innovation types indicates different dimensions of its strategy. Similarly, the different touch points in the consumer journey are mapped to identify innovation opportunities. Identifying Tesco’s customer-centric approach and defining its innovation ecosystem are the key takeaways from the customer journey mapping. The company faces both challenges and opportunities, which are considered while recommending the digital strategy. The proposed strategy is based on personalised products, distribution systems and recommendations. The recommended SmartShop+ digital initiative adds new elements such as gamification to Tesco’s existing digital ecosystem. This digital strategy can be more effective in attracting younger customer cohorts, including Gen Z. Tesco’s innovation ambition matrix, alongside the current and improved journey maps, are the critical elements in the analysis.  
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