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[bookmark: _Toc225133207][bookmark: _Toc225133805]1. Introduction and background of Tesco
With large-format stores, convenience stores, online grocery, and a sophisticated reward ecosystem centred around Clubcard, Tesco is the biggest grocery retailer in the United Kingdom and one of the most recognisable retail brands. Tesco PLC (2024a) explains that while scale brings advantages in pricing power, supply chain reach, and access to customer data, it also adds complexity because millions of customer trips occur every day across digital and in-store channels. This matters because, at scale, small points of friction can quickly become high operational costs and damage customer satisfaction, particularly where online shopping, fulfilment quality, and service recovery must work together (Lemon and Verhoef, 2016). Tesco PLC (2024a) also highlights that the business continues to invest in digital capability and the customer proposition, including online services and loyalty-led personalisation.

Consumers in the UK grocery market remain price-sensitive, with own-label and promotions influencing buying patterns. Reuters (2026), drawing on Worldpanel reporting, notes that price and value continue to shape customer behaviour, even as inflation pressures shift over time. Market commentary indicates Tesco holds the largest share of UK grocery spending, with recent reporting placing it in the high-20s percentage range, alongside continued growth in the period discussed (Reuters, 2026). This matters for innovation strategy because Tesco cannot rely on a single “big bet”. Instead, Tesco needs an innovation portfolio that strengthens the core experience, expands into adjacent growth spaces, and makes selective transformational bets that change how customers plan, budget, and shop. This is aligned with the Innovation Ambition Matrix framework, where Nagji and Tuff (2012) argue that organisations should deliberately balance core, adjacent, and transformational innovation rather than innovate in an unplanned way.

This report applies two frameworks required by the module: the Innovation Ambition Matrix and Customer Journey Mapping. It then proposes a digital transformation initiative and shows how the customer journey can be improved, including how success would be measured using appropriate KPIs that evidence customer, commercial, and operational impact (Lemon and Verhoef, 2016; Nagji and Tuff, 2012).

[bookmark: _Toc225133208][bookmark: _Toc225133806]2. Important facts and trends pertaining to consumers and the industry that impact Tesco
[bookmark: _Toc225133209][bookmark: _Toc225133807]2.1 Value pressure and behaviours related to "wise spending"
Pressure from the cost of living and ongoing value sensitivity continue to influence grocery purchasing in the UK. Many households continue to shop on tight budgets and with a keen awareness of prices, even in areas where grocery inflation has decreased from previous peaks. In addition to the continued emphasis on value and the increasing significance of own label, which influences consumers' decisions regarding where and how to shop, Reuters reporting based on Worldpanel data shows that grocery inflation is decreasing (Reuters, 2026).
For Tesco, this implies that value needs to be made apparent early in the process. Although Clubcard pricing generates powerful value signals at the point of sale, users may still feel unsure when making plans if trade-offs and discounts are difficult to comprehend. Customers like offers that are straightforward rather than dispersed across screens, and they want to know if a basket meets their budget before checking out (Tesco PLC, 2024a).
Additionally, this approach encourages "split shopping," in which consumers visit several stores for various purposes. Customers may only use Tesco for the things they think are the best value and take the rest of their basket elsewhere, which is a strategic risk. Helping consumers plan is a powerful digital response that keeps Tesco competitive not just on specific discounts but also on the overall basket outcome (Nagji and Tuff, 2012).
[bookmark: _Toc225133210][bookmark: _Toc225133808]2.2 Convenience, speed and mission-based shopping
Convenience is now taken for granted. A planned weekly shop, a midweek top-up, and an urgent "tonight" buy all require different fulfilment, timeliness, and mental effort, therefore customers are increasingly shopping according to their missions. Retailers can boost customer loyalty and decrease customer effort by aligning fulfilment choices with the objective (Lemon and Verhoef, 2016).
The quick delivery service offered by Tesco Whoosh is set up for last-minute convenience tasks. Customers' expectations for speed and ease are shaped by Tesco's Whoosh information page, which indicates that delivery times in specific areas range from 20 to 60 minutes (Tesco, 2024c). Speed, though, also increases the cost of a service outage. Because customers have high expectations, they may become dissatisfied more rapidly if products are missing or replaced without clear control.
Journey design is important for this reason. A consumer may understand that weekly shopping requires preparation, but they anticipate an urgent task to be straightforward and predictable. Tesco has a digital potential to use context and data to suggest the optimal fulfilling option and clearly define service boundaries so that customers aren't taken aback by surcharges or range restrictions (Tesco, 2024c).
[bookmark: _Toc225133211][bookmark: _Toc225133809]2.3 Loyalty, data and personalization at scale
Tesco's Clubcard is a strategic asset since it connects pricing, rewards, shopping habits, and consumer identity. Tesco PLC signalled their willingness to scale tailored engagement within the customer journey in 2024 when they unveiled Clubcard Challenges, which are AI-enabled personalised challenges that provide customers with extra points (Tesco PLC, 2024b).
Theoretically, customers value more than only items, according to service-dominant thinking. They appreciate the results those items make possible, like providing a home with affordable, stress-free food. Because value is co-created through interaction and use, according to Vargo and Lusch (2004), well-designed personalization and journeys enable valid sources of value.
Trust is the problem. When personalization is beneficial and straightforward, customers are more likely to embrace it; yet, if it seems manipulative or obtrusive, they may reject it. According to Lemon and Verhoef (2016), client control, recommendation explanations, and logical notification design are therefore essential components of digital transformation in loyalty-led retail.
[bookmark: _Toc225133212][bookmark: _Toc225133810]2.4 Competitive intensity and rising digital expectations
The grocery sector in the UK is still very competitive. While premium shops compete on quality, ethics, and specialty range, discounters have an impact on reference prices. Customers also evaluate supermarket applications not just against other grocery stores but also against the greatest online experiences they have used elsewhere. According to Lemon and Verhoef (2016), this increases demands for usability, real-time information, and prompt problem solving.
Only when Tesco's scale is converted into customer advantage does it become a differentiator in this setting. Tesco emphasizes customer service through ongoing investment and operational discipline in their annual reports, but joint omnichannel execution—rather than channel-by-channel optimisation—is becoming increasingly important for gaining a competitive edge (Tesco PLC, 2024a).
[bookmark: _Toc225133213][bookmark: _Toc225133811]3. Part 1: An analysis of Tesco’s approach to innovation
[bookmark: _Toc225133214][bookmark: _Toc225133812]3.1 Innovation Ambition Matrix applied to Tesco
The Innovation Ambition Matrix, as proposed by Nagji and Tuff (2012), allows organizations to manage innovation as a portfolio spanning three categories: transformational, adjacent, and core. For current clients, core innovation enhances current goods, services, and procedures. Expanding into new but connected areas, such new channels or events, is known as adjacent innovation. New business models or experiences produced by transformational innovation have the power to completely change a category.
It is typical for a portfolio to tilt toward core and adjacent innovation while making selective transformative bets built on existing assets in the supermarket industry, where dependability and cost control are critical. Because it separates "busy innovation" from innovation that promotes long-term strategy and customer experience enhancement, the matrix is helpful in this situation (Nagji and Tuff, 2012).
Tesco's main and related activities seem to have the strongest visible innovation posture. The focus on service and resilience in annual reporting supports core activities such as ongoing enhancements to value communication, shop operations, and online experience (Tesco PLC, 2024a). AI-enabled Clubcard Challenges for customized engagement and Whoosh for urgent tasks are examples of adjacent activities that integrate advanced personalization and speedy fulfilment (Tesco, 2024c; Tesco PLC, 2024b).
Tesco has a transformative chance to integrate these assets into a journey that lowers customer uncertainty in planning, budgeting, fulfilment choices, replacements, and service recovery. Giving up on the basic model is not necessary for this. To alter how consumers interact with Tesco across channels, a new digital layer must be added (Lemon and Verhoef, 2016).
[bookmark: _Toc225133215][bookmark: _Toc225133813]3.1.2 Tesco innovation portfolio: evidence-based examples
To classify publicly accessible innovation activity into core, adjacent, and transformational categories, this section applies the Innovation Ambition Matrix to Tesco. It is not intended to assert that Tesco officially labels initiatives in this manner. Instead, it provides a structured lens for evaluating whether Tesco’s innovation effort is balanced and aligned to customer needs and market conditions (Nagji and Tuff, 2012). The idea that Tesco's innovation priorities are closely linked to enhancing reliability, value, and convenience at scale is supported by Tesco's Annual Report and Financial Statements 2024, which show continuous investment in the customer proposition, operational efficiency, and digital capability (Tesco PLC, 2024a).

Based on available data, Tesco appears to be most focused on core innovation. This covers channel execution, loyalty value communication, and ongoing enhancements to the shopping proposition. Because minor friction reductions can result in significant improvements in customer happiness and cost-to-serve across millions of transactions, core innovation is particularly crucial in the grocery industry (Lemon and Verhoef, 2016). Tesco's adjacent innovation is evident in projects that broaden the company's objectives and customer experiences, especially quicker fulfilment options like Whoosh, which Tesco positions for quick delivery in specific regions (Tesco, 2024c). Additionally, increasingly sophisticated loyalty engagement and personalization features, like AI-enabled Clubcard Challenges, show an increasing capacity for data-driven customer interaction (Tesco PLC, 2024b).

The strategic opportunity is in combining these capabilities into a unified, guided consumer experience that lowers uncertainty around budgeting, fulfillment choice, replacements, and service recovery. Transformational innovation is less evident in daily retail announcements. According to Nagji and Tuff (2012), Tesco can deliberately build toward transformative experience outcomes through integration while safeguarding performance through core enhancements.


[bookmark: _Toc225133216][bookmark: _Toc225133814]Table 1. Tesco Innovation Ambition Matrix 

	Category
	What it looks like at Tesco
	Why it fits the category
	Strategic value

	Core
	improvements to online grocery shopping, usability enhancements for apps, improved alternatives, operational simplification, and ongoing Enhancement of the Clubcard proposal
	enhances current customers' Tesco shopping experiences
	decreases service costs, minimizes turnover, and safeguards loyalty.

	Core
	Clubcard rates and customized interaction features, such as challenges powered by AI
	Enhances loyalty value in the existing model of “shop and save”
	Increases frequency, basket size, and customer lifetime value

	Adjacent
	Rapid delivery Whoosh (curated range, fast fulfilment)
	Tesco expands into "immediate needs" initiatives and convenient events
	Captures incremental demand and defends against last-mile competitors

	Adjacent
	Deeper personalisation and gamified loyalty journeys
	Uses data capability to create a differentiated digital channel experience
	Improves engagement and supplier-funded promotion effectiveness

	Transformational
	AI-powered "shopping buddy" that organizes meals, maximizes spending, and directs in-store trips, replacing "shopping apps"
	Shifts the model from transactional retail to guided, co-created value
	Creates switching costs and a new basis of competition (experience + intelligence)




There are two noteworthy points. First, flexible fulfilment and loyalty-led personalisation are Tesco's core and surrounding sectors' most prominent innovation engines. That makes sense in the supermarket industry, where dependability is important and margins are narrow. Second, there is a distinct area for transformative innovation that expands on these resources while altering the process not just making orders more quickly but also assisting customers in making decisions about what to buy and why.
[bookmark: _Toc225133217][bookmark: _Toc225133815]3.1.3 Linking to theory: disruptive and open innovation perspectives
Tesco must continue to change even as the market leader, which is explained by Christensen's disruptive innovation lens. Customers may be drawn to simpler or less expensive offerings if established businesses fail to adapt to the shifting demands for value and convenience. The foundation of competition may change from store footprint and scale to digital experience, personalization, and end-to-end convenience, even if Tesco's overall performance is solid (Christensen, 1997; Lemon and Verhoef, 2016).
Chesbrough's open innovation idea is especially pertinent since, rather than developing everything in-house, retailers are increasingly partnering to develop new capabilities in areas like data, last-mile deliveries, and AI tooling. Tesco's digital engagement tools and partner-enabled loyalty customization serve as examples of how cooperation can shorten time-to-value and speed up capability’s development (Chesbrough, 2003; Tesco PLC, 2024b).
All things considered, Tesco seems to adopt a practical approach to innovation: protect and enhance the core, expand into related convenience missions, and gradually roll out more sophisticated digital capabilities. Integration, not effort, is the primary difference. "Initiatives" are not perceived by customers as distinct projects. Value is only completely realized when innovations connect into a consistent experience because they go through a single, integrated journey across channels (Lemon and Verhoef, 2016; Nagji and Tuff, 2012).
[bookmark: _Toc225133218][bookmark: _Toc225133816]3.2 Current Customer Journey Map and opportunities for digital innovation
Customer journey mapping demonstrates how consumers progress through several phases and touchpoints over time and how results, effort, and emotion influence customer happiness. According to Lemon and Verhoef (2016), the entire customer journey including the pre-, during, and after the purchase as well as various channels forms the customer experience. For Tesco's omnichannel business, journey mapping is very helpful because of this.
This map uses a busy, budget-conscious domestic shopper as its protagonist. They desire quickness and consistency, use Clubcard, shop once a week, and top up in the middle of the week. When something goes wrong, the client needs a prompt, equitable resolution, and availability and substitutes are important.

[bookmark: _Toc225133817]Table 2. Tesco Current Customer Journey Map 
	Stage
	Customer actions
	Pain points
	Gain points
	Emotion
	Digital opportunities

	Need recognition
	Realises groceries are needed, checks what is missing, thinks about budget and time.
	Starting friction and budget anxiety.
	Trust in Tesco and familiar product range.
	Slight stress if time is tight.
	Quick start lists, optional budget setting, reminders based on history

	Planning and research
	Browses products and offers, builds list or basket, compares value.
	Offers feel scattered; savings unclear until checkout.
	Clubcard value and saved favourites.
	Focused but can feel overloaded.
	Clear savings preview, swap-to-save suggestions, explainable personalisation 

	Fulfilment choice
	Chooses in-store, delivery, click-and-collect or Whoosh.
	Slot availability, fees, confusion between services.
	Flexible options when understood.
	Impatient if choices are unclear.
	Mission-based recommendation including Whoosh where available 

	Purchase and checkout
	In-store navigation and pay, or online checkout including substitutions.
	Out-of-stocks, substitution frustration, queues, time wasted finding items.
	Value at checkout and convenience when it works.
	Rushed in-store; wants certainty online.
	Substitution rules, confidence indicators, in-store route list support 

	Fulfilment and receipt
	Receives delivery or collects and checks items.
	Refund complexity, repeated contact, slow resolution.
	Convenience of delivery and tracking.
	Happy when accurate; frustrated when not.
	Proactive issue detection and simple resolution flows 

	Post-purchase and loyalty
	Uses points, sees offers and challenges, repeats shopping.
	Notification overload; irrelevant offers; trust concerns.
	Rewards and personalised engagement.
	Valued when relevant; annoyed when not.
	Preference controls, respectful engagement, challenge-based rewards 



One important finding from the map is that effort and uncertainty are the main sources of friction. Consumers frequently worry about whether they are staying within their budget, whether essential things will be available, whether replacements will live up to expectations, and how soon issues will be fixed. Because it lowers avoidable cost-to-serve and increases happiness, reducing uncertainty is a potent lever that supports Lemon and Verhoef's (2016) end-to-end journey view.

[bookmark: _Toc225133818]4. Part 2: Proposed digital transformation initiative
[bookmark: _Toc225133819]4.1 The initiative and how it will add value
Tesco Smartshop Companion, an AI-enabled layer within the Tesco app, is the proposed initiative. It helps customers with planning, budgeting, choosing a fulfilment, making replacements, in-store support, and service recovery. It isn't a stand-alone app. According to Lemon and Verhoef (2016), it is a coordinated experience created to minimize client effort across the entire trip.
Tesco's current strengths are strengthened by this initiative. Clubcard offers the behavioural and identity data required to tailor advice. Tesco's launch of AI-powered Clubcard Challenges shows that they can provide personalization at scale, going beyond rewards to include whole-journey assistance (Tesco PLC, 2024b).
This creates value, which is explained by service-dominant reasoning. According to Vargo and Lusch (2004), value is co-created during use, therefore Tesco can provide value by assisting consumers in achieving goals like saving money, time, and stress, in addition to providing goods and promotions.

[bookmark: _Toc225133820]4.1.1 Step-by-step blueprint
Step 1: Value engine and budget
Clients can specify household preferences and a weekly budget. The software explains savings, including Clubcard price, and displays a live budget meter as they construct a basket. Instead of generic replacements, it provides "switch to save" options that make sense for the consumer. Reducing budget worry and early value transparency are the objectives.

Step 2: Making smart lists and organizing meals
Clients select a planning option based on dietary needs, family favourites, quick dinners, or healthier meals. Using past purchases and favourites, the app creates a basic shopping list and meal plan. The client is still in charge and can make changes with ease. This lessens the initial and planning effort.

Step 3: Mission-based fulfilment suggestion
The app suggests the optimal fulfilment option in-store, delivery slots, click-and-collect, or on-demand based on basket size, urgency, and geography. According to Tesco's own remark that Whoosh delivery timeframes vary from 20 to 60 minutes in certain locations, the app might suggest Whoosh for urgent jobs. This is supported by Tesco 2024c. There are obvious trade-offs in the recommendation, including cost, speed, and range.

Step 4: Rules for substitution confidence and preference
Customers use basic controls to create substitute rules once. For higher-risk items, the app then displays a substitution confidence indicator at checkout and offers substitute options prior to the transaction being submitted. This lessens the number of complaints and post-delivery disappointment.



Step 5: Support for route lists and in-store mode
The Companion enters an in-store mode when the customer selects in-store shopping. When mapping is provided, it combines with scan-and-go methods and arranges the list by route. The goal is to cut down on search time and checkout friction.

Step 6: Preventive service restoration
The app initiates a proactive check-in in the event of substitutes or missing products. Consumers can swiftly verify problems and get a prompt resolution path such as a refund, replacement, or points credit along with a detailed explanation. This minimizes cost-to-serve, preserves trust, and decreases recurring business.

Step 7: Control, transparency, and privacy
Consumers have discretion over recommendation style, frequency of notifications, and personalization. The app provides an explanation for the recommendations. This mitigates the possibility that AI personalization will come out as forceful or invasive.

Step 8: Change management and rollout
Tesco evaluates findings against matched control cohorts, scales according to evidence, and pilots the Companion in specific regions and store formats. Customer care teams and store employees receive training that is in line with the new path so that human assistance and digital experience complement one another.

[bookmark: _Toc225133821]4.1.3 How the project contributes worth

Delivering value to customers requires less work and more confidence. Customers may start more quickly, plan meals, stick to a budget, and select the best fulfilment option with the help of The Companion. By clarifying regulations and making substitute risk visible, it lessens the stress associated with substitutions. Additionally, it improves the speed and clarity of service recovery.

Increased frequency, lower cost-to-serve, and better conversion are examples of business value. Customers are less likely to abandon baskets when the value is apparent sooner. Refund and complaint rates decrease with more explicit substitute regulations. Customers are more satisfied and use services more effectively when fulfilment recommendations align with missions. By learning from consumer preference settings and behaviours, Tesco additionally strengthens its data edge.

Additionally, Tesco's strategic position is strengthened by this move. A delivery service or a discount can be imitated by a rival. A linked experience that minimizes effort throughout the entire process and is powered by customer-level data is more difficult to replicate.

[bookmark: _Toc225133822]4.2 Future status of the enhanced customer journey map

Stage 1: Recognition of needs
The Companion lowers start friction and boosts confidence by providing quick-start options and configurable budget setup.

Stage 2: Research and planning
The Companion creates smart lists and meal plans, displays the impact on the budget in real time, and provides a clear preview of savings. Customers remain in control and have less decision fatigue as a result.


Stage 3: Decision about fulfilment
The Companion outlines trade-offs and suggests fulfilment based on mission. In line with Tesco 2024c, it can suggest Whoosh for urgent missions when it is accessible. This enhances service fit and lessens confusion.

Step 4: Buy and check out
Prior to checkout, the Companion offers alternatives and displays substitute confidence. It provides route-based lists in-store. This saves time and lessens frustration.

Stage 5: Recovery and fulfilment
The Companion provides quick, self-serve resolution and actively searches for problems. This lowers servicing costs and increases confidence.

Stage 6: Retention and loyalty
Personalization shifts from promoting deals to assisting clients in achieving their objectives. Trust is safeguarded by explainable reasoning and preference controls. Tesco is already going toward personalized involvement, as demonstrated by Tesco PLC 2024b, which the Companion would expand.

[bookmark: _Toc225133823]4.3 Assessing success and impact
A balanced collection of KPIs covering customer experience, business results, and operational effectiveness must be used to gauge success. In addition to descriptive assertions, the module requires reliable proof and evaluation metrics.

KPIs for customer experience
· Customer satisfaction with online orders, particularly about delivery accuracy and substitutions
· App users' Net Promoter Score in comparison to non-users
· Customer effort score for refunds, substitutes, and planning
· These metrics demonstrate if trust increases and whether the route is objectively simpler.

Commercial KPIs
· The app's browse-to-checkout conversion rate
· Companion users' basket value in comparison to the control group
· Frequency of purchases by consumer segment
· Churn rate for supermarket shoppers online
· These metrics demonstrate if the program promotes retention and growth.

KPIs for operations
· Rate of substitution complaints per 1,000 orders
· Contact rate and refund processing time per 1,000 purchases
· Accuracy of fulfilment and picking efficiency
· These metrics demonstrate if enhanced journeys lower service costs and boost dependability.

KPIs for digital adoption
· Adoption and retention of features at four and twelve weeks
· Rate of opt-out for customization
· Modifications to notification preferences
· These metrics demonstrate whether users want the experience and will stick with it.

[bookmark: _Toc225133824]Evaluation methodology
Tesco ought to conduct controlled trials using matched client demographics and store layouts. Budget tools, substitute confidence indicators, and fulfilment recommendation flows should all be assessed through A/B testing whenever feasible. Since customer experience is established across the entire journey and across channels, the evaluation should prioritize measurable goals like conversion uplift, complaint reduction, and better customer satisfaction rather than concentrating solely on app engagement metrics (Lemon and Verhoef, 2016). Instead of viewing innovation as a single fixed investment, a portfolio attitude encourages testing and scaling what works best (Nagji and Tuff, 2012).

[bookmark: _Toc225133825]Risks and mitigation
Customer trust, operational mismatch, and privacy perception are important issues. Transparency, providing customers with meaningful control over settings and personalization, and providing clear explanations of recommendations can all help lower trust risk (Lemon and Verhoef, 2016). Since gaps between promise and delivery diminish perceived value, operational mismatch should be reduced by piloting and making sure store and fulfilment operations can reliably deliver what the digital experience promises (Tesco PLC, 2024a). To maintain customers' agency over personalization, privacy perception should be controlled by providing explicit explanations of how data is used, reasonable defaults, and simple opt-out controls (Vargo and Lusch, 2004; Tesco PLC, 2024a).

[bookmark: _Toc225133826]5. Conclusion
Tesco competes in the UK grocery sector, where consumers are looking for little effort, value, and convenience across all channels. Tesco's innovation posture is primarily focused on core and adjacent innovation, such as enhanced proposition execution, loyalty-led personalization, and quick fulfilment through Whoosh, according to the Innovation Ambition Matrix (Nagji and Tuff, 2012; Tesco PLC, 2024a; Tesco, 2024c). Tesco PLC (2024b) demonstrates that Tesco is already using AI-enabled personalization through Clubcard Challenges, indicating a willingness to expand personalization beyond rewards into more comprehensive journey support.

Customer Journey Mapping reveals that ambiguity and effort are Tesco's biggest causes of friction. Consumers expect more reliable substitutions, easier fulfilment options, better budget control, and quick service recovery when problems arise. Instead of using disjointed features, an integrated digital layer that links touchpoints and minimizes user effort throughout the entire journey is the most effective way to solve these pain points (Lemon and Verhoef, 2016).

Building on Tesco's current resources, the projected Tesco Smartshop Companion program shifts the experience toward directed outcomes. In addition to providing commercial benefits through increased conversion, retention, and cheaper cost-to-serve, it also lessens effort, boosts confidence, and fortifies loyalty (Vargo and Lusch, 2004; Tesco PLC, 2024a). In accordance with the concepts of portfolio-based innovation management, success should be proven through a balanced KPI framework and a methodical pilot-to-scale methodology that shows customer, commercial, and operational benefit (Nagji and Tuff, 2012).
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