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[bookmark: _Toc223454813]Introduction
Tesco has emerged as one of the UK's biggest and most prominent grocery retailers. It was established in 1919 and is located in Welwyn Garden City (Tesco, 2026). 
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Figure 1: Tesco.
Source: (Tesco, 2026)
The organisation primarily operates across the emerging retail sector, including supermarkets, hypermarkets, convenience stores, and a well-developed online grocery sector. They sell beyond food retailing. Tesco has emerged as a capitaliser and digital services provider within Tesco Bank, Premium Clubcard loyalty programmes, and mobile services (Dutta and Sandhane, 2022). All of these are contemplating a strategic diversification with several models. Teso has remained one of the UK's leading grocery retailers. It also captures approximately 27-28% market share today (Popkova and Sergi, 2020). Its firm competitive advantage has been reinforced by an omnichannel approach that integrates physical stores with dynamic, cutting-edge platforms. This also includes home delivery and click-and-collect services. This sort of hybrid model has allowed Tesco to respond effectively to move towards customer behaviour. This also mainly happened in the context of online grocery requirements. In a strategic situation, Tesco has prioritised innovation, digitalisation, supply chain automation, and data-based decision-making (Lee and Han, 2021). The famous Clubcard ecosystem has been the prime customer highlight and content section. This also directs big data analysis toward bespoke promotions and the development of associations. In addition, Tesco has directly committed to developing and organising sustainability targets. This encompasses accomplishing net-zero emissions within functions and supply chains (Navarro et al., 2022). All of these approaches illustrate that modernisation and digital transformation have become more essential to Tesco’s long-standing competitiveness and functional flexibility across a comprehensive range of cutting-edge, dynamic retail sectors.
The main aim of this portfolio is to analyse Tesco’s overall performance and prime activities over the years. 
[bookmark: _Toc223454814]Key Consumer and Industry Trends Affecting Tesco
[bookmark: _Toc223454815]A. Consumer Trends
The precise UK grocery market has experienced an effective behavioural modification, reforming customer preferences and competitive dynamics (Legarski et al., 2024). Initially, digital shopping has emerged noticeably in everyday settings. The direction of digital marketing in response to the COVID-19 pandemic has generalised the home delivery sector, including click-and-collect services. These are some effective consumption channels regardless of short-term modification. Customers increasingly prioritize speed, accessibility, and streamlined digital experiences (Popkova and Sergi, 2020). As a result, Tesco must frequently enhance its mobile application functionality, website responsiveness, and last-mile delivery effectiveness to maintain a competitive omnichannel reference. Moreover, intensified price sensitivity arising from ongoing cost-of-living pressures has modified purchasing patterns. Customers have become more value-based; as a result, they compare prices and move towards a private-based, discounted modification (Dutta and Sandhane, 2022). Also, competitive pressure from retail discounters like Aldi and Lidl has increased, compelling traditional retailers to adjust to the deliberate pricing situation. In this situation, dynamic pricing, focused digital coupons, and data-based loyalty programmes have become vital instruments for competing with consumers without eroding profitability. Furthermore, sustainability awareness has progressively shaped customers' effective and analytical decision-making (Navarro et al., 2022). Even though shoppers now prefer environmentally responsible packaging systems, carbon-reduction approaches, greater visibility into ethical sourcing, and a commitment to reducing food waste. Also, retailers that effectively collaborate with sustainability metrics transparently on digital platforms can reinforce belief and brand expansion (Lee and Han, 2021). In addition, bespoke has developed as a penetration preference in the dynamic, cutting-edge retail sector. Customers also required recommendations, predictive basket suggestions, and contextually appropriate promotions.  Thus, Tesco must direct developed AI-based analytics to prevent customer information from being liable and actionable viewpoints, providing bespoke value propositions that develop loyalty while protecting long-standing margin performance.
[bookmark: _Toc223454816]B. Industry Trends
The retail industry has experienced technological modification. Also, artificial intelligence has developed predictive analytics, allowing for developed requirements for forecasting and inventory prioritisation (Legarski et al., 2024). Tesco must incorporate with the develop AI based instruments to avoid stockouts and diminish waste. Moreover, the self-checkout method and frictionless payment situation have reformed in-store experiences (Dutta and Sandhane, 2022). Also, automation in the precise distribution channels has developed operational success and diminished labour reliance. A wide range of rivalries like Amazon have progressed cashier-less and AI-based retail sector, intensifying modernisation benchmarks. Additionally, data-based marketing has become more influential (Navarro et al., 2022). This enables retailers to micro-segment customers and reduce promotional expenditure. Without sustainable capitalisation in the developed analytics and automation, Tesco risks falling behind technologically agile competitors as well. Thus, industry-based trends strengthen the significance of digital modification to support long-standing competitiveness. 
[bookmark: _Toc223454817]Part 1: An analysis of the organisation’s approach to innovation, including application of the Innovation Ambition Matrix and the current customer journey
In the UK, Tesco is the leading retail organisation, which offers a wide range of products at affordable prices and has earned a huge customer base from almost every possible corner of the UK (Tesco, 2025). Tesco’s innovation strategy is anchored by its "Red Door" initiative, which actively seeks global partners to develop scalable, long-term retail technologies. The organisation invests around $2 billion annually into ICT to drive digital transformation, focusing on AI, robotics, and hyper-personalisation (Baranipriya and Roshni, 2024).
Innovation Ambition Matrix
Tesco balances its portfolio across three tiers to maintain market leadership while exploring future growth in the business.
Core (Optimise Existing):  To increase customer engagement and brand value of the organisation, the organisation works on high-volume, low-risk improvements to the current shopping experience. While considering optimising existing, AI-price flex, self-service tills, and sustainability are listed. The AI-price flex was launched in January 2025, and the system dynamically adjusts prices hourly based on competitors and weather, reducing labour costs by 40% (Tesco, 2025). With that, the low-price strategy for daily groceries is practised effectively by Tesco, and the customer experience towards the business remains good enough. The brand has a huge customer base, and they needed to wait a lot for the payment, which raises questions about the efficiency of the service. To deal with that, the organisation brought self-service tills, where the organisation ensures continuous refinement of automated checkouts to reduce wait times and staff costs. The organisation is concentrated enough to achieve sustainability, and that is why the organisation is removing 2.3 billion pieces of plastic from its own-brand products to meet the 2035 Net Zero Goals (Vincent Jaiwant, 2023).

Adjacent (Expand Edges): That leverages core strength to enter nearby spaces or offer new products to existing customers. In this case, Wicked Kitchen, Clubcard challenges, and retail media are included. Wicked Kitchen is a plant-based partnership that grew from 20 to over 150 products to meet rising vegan demand. Clubcard challenges concept is an AI-driven initiative launched in 2024 that offers personalised rewards, which has brought a 76% conversion rate (Yawson and Yamoah, 2022). The business rapidly expands in-store digital ad screens, which were targeted for 6000 by late 2024 to create new revenue streams beyond groceries (Vincent Jaiwant, 2023).

Transformational (Create the New): The organisation is keen to implement transformational changes to introduce new concepts that hold the attention of existing customers and attract new customers to the business. It is the concept of the breakthrough models that defines the future of retail. By considering customer preferences and future trends, the organisation tries to establish the GetGo Stores, which are fully checkout-free stores utilising cameras and different sensors to track purchases, which allows customers to “just walk out” (Baranipriya and Roshni, 2024). To ensure that, the organisation will offer the quickest customer shopping services and experiences to its customer base. For the quickest delivery process, the organisation tries to bring drone delivery, and the process is tried in a few locations. In this case, the organisation partners with Manna to trial grocery delivery via drone in Ireland for urgent and small orders. To conduct that, the organisation ensures the fastest delivery to customers on an urgent basis, which positively impacts customer loyalty. In the future concept of the retail industry, it will be necessary to ensure the quickest product delivery to meet the customer's needs and be competitive in the industry. That is why Tesco tries to establish the drone delivery process as much as possible in different geographical locations, and the increment of that process is a continuous one.


#Current Customer Journey
Tesco is always concerned about developing the customer journey to improve customer loyalty towards the organisation, which increases the brand value of Tesco. To develop the customer journey, the organisation utilises a “closed-loop strategy” to map touchpoints and respond to feedback within 2 days, basically 48 hours. The organisation utilises personalisation, where customers receive hyper-personalised offers via the Clubcard app, which utilises the Dunnhumby data science to analyse individual shopping habits (Subramaniyan and Muthuraman, 2023). In Tesco’s in-store service, customers utilise handheld scanners or the Tesco app to build lists that are automatically ordered by aisle. The organisation utilises new integrated scales to verify scanned item weights in real-time, which reduces manual checks at the exit. In Tesco's current customer journey, the organisation works to ensure seamless shopping experiences. Offering options range from traditional staffed tills to GetGo and Tesco Now, allowing customers to choose between speed and service. In the current time, the organisation offers digital receipts and loyalty points, which are instantly updated, followed by AI-driven “Clubcard Challenges” to encourage repeat visits (Biswas and Patra, 2023).
[image: ]
Figure 2: Current customer journey.
Source: Own.
In the current customer journey, Tesco works to increase customer engagement and loyalty by working in different areas, which are given below:
Awareness: The organisation works to increase awareness among its targeted customer base about what is going to be launched and the introductory part of the new product segment. In this process, the organisation utilises social ads, emails, and Clubcard notifications. By developing content for social media, the organisation easily attracts a large number of customers, which works on product awareness. By sending personalised emails, the organisation gives value and adequate information about its product line. Clubcard notifications work like a reminder to customers about what new product is being introduced (Micheaux and Bosio, 2019). In the business promotional process, the organisation conducts a lot of social media campaigns, which can often create noise. Facing a lot of promotions, customers feel spammed rather than helped because the volume is huge and the connectivity is often low.
Consideration: While giving the quality customer service journey, the organisational website, App, and price comparison tools are listed. The price comparison tools with AI-powered facilities, the product price is updated every 24 hours based on the market environment, which influences customers to connect with Tesco again and again (Vincent Jaiwant, 2023). In this case, technical debt and cognitive overload are considered the critical friction. When the customer is prepared to buy, the interface becomes slow, and it makes it difficult to decide among too many options.
Purchase: In this case, in-store checkouts and online payment gateways are included. Having a large number of outlets all over the UK, with an effective online buying process, the customer gets easy access to purchase the product (Dimova, 2021). But wait times and order accuracy are considered critical friction in the buying process of the customer. Long queues are the leading cause of cart abandonment and have a negative impact on Net Promoter Scores. In online fulfilment, poorly chosen substitutions can ruin a customer’s meal plan and drive them to competitors.
Post-purchase: It is about the points collection, return, and digital surveys to know about customers’ preferences and increase customer loyalty towards the brand. But in this case, the lack of personalised follow-up makes the shopper feel like a transaction rather than a valued one (Roy, 2024). If the substitution was poor, the burden is often on the customer to initiate a return or complaint, which will create a secondary pain point after the initial disappointment.
Digital Innovation Opportunities
AI personalisation: It will work to solve generic offers because the organisation brings a transition from broad demographic segments to “segment of one”. With the AI-powered tools, the organisation analyses the purchase frequency and brand affinity to ensure notifications are for products the customer actually utilises (Micheaux and Bosio, 2019). The organisation utilises AI to predict acceptable substitutes based on dietary profile, which solves the major purchase pain point.
Smart shopping lists: It brings the process of solving the overwhelming choice. It gives a list that sorts by the store aisle layout or recipe mode to streamline the in-store experience. That brings the collaborative syncing by ensuring real-time updates across family accounts to prevent duplicate purchases and reduce the app search friction in consideration (Meng, 2024).
Predictive basket suggestions: While taking that, the organisation utilises the historical data to suggest a “quick shop” basket, which lowers the need for deep app utilisation by bypassing app lag and reducing cognitive load. It works like the predictive modelling that pings a user when they are statistically likely to be out of the product category before they even start their list (Vincent Jaiwant, 2023).
Digital receipt analytics: It works to transform receipts into a value-add tool that tracks spending by category, nutrition, or carbon footprint, which gives the customer a reason to engage post-purchase. The direct link on digital receipts to rate-specific substitutions gives the data needed to fix the poor substitution experiences in real-time (Baranipriya and Roshni, 2024).
[bookmark: _Toc223454818]Part 2: Proposed Digital Transformation Initiative
In the business of Tesco, to increase customer buying experiences and journey, the organisation needs to bring an effective initiative, and it can be “AI-Powered Personalised Smart Grocery Ecosystem”. In that case, AI-generated smart shopping lists, real-time personalised discounts, predictive replenishment reminders, a health & sustainability tracking dashboard, and the Smart basket optimisation (budget-based shopping suggestions) will be included (Micheaux and Bosio, 2019). By offering those, the organisation will assist customers in deciding which needs to be purchased and which are not. With those involvements, better customer shopping experiences will be provided by Tesco in the business.










Enhanced Customer Journey with a new customer journey
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Figure 3: New Customer Journey Mapping.
Source: Own.
Smart Awareness: In the smart awareness, the organisation will utilise the updated and advanced AI-powered tools, which will work to identify the buying patterns of customers of Tesco. By knowing the customer’s purchasing attitudes deeply, the organisation can effectively use personalised email marketing, and by increasing the quality of the personalised emails, it will make more sense to targeted customers, which will influence them effectively to buy relevant products. By knowing about the targeted customers’ interests properly, the organisation can give relevant offers only, and it will attract customers deeply to purchase the product. It will work to decrease information overload by sorting the irrelevant data and information, which can work to ensure more personalised marketing towards the customer. By doing that, the business will give high concentration on recognising patterns of the customers’ buying attitude. By knowing about the buying pattern, the organisation will develop promotional and marketing campaigns, which will be highly relevant to customers’ interest towards the brand (Micheaux and Bosio, 2019). The development of the relevant marketing campaigns will connect customers effectively by increasing awareness, which will work on increasing customer loyalty towards the brand.

Intelligent Planning: With the advanced and updated AI-powered tool, the organisational app called Tesco+ will suggest the weekly basket based on their previous purchasing data and attitudes. With that suggestion, the scope of missing out on any core product will be reduced, and it will improve the customer journey towards the business. Then, the suggested basket can be modified and changed based on the need. In that case, the organisation can present the budget-friendly alternatives, which will hold the potential customers towards the business (Pistoia and Elsaber, 2019). By doing that, customers can save time while buying their groceries. By presenting budget-friendly alternatives, the organisation will give the cost-effective benefits to its customers, which will increase the efficiency in the customer journey and buying behaviours.

The development of seamless purchase: By the development of AI-powered tools in its official app, the organisation will develop the interface, and the customer will gain one-click basket checkout. In that case, after updating the suggested basket, the customer can check-out by the one-click. With that development, the organisation can work on the automated substitution matching preference. By presenting recommendations and alternatives based on their buying attitudes and preferences, it will work to get better customer response towards the organisation. With the improvement of the app interface, the organisation will decrease the friction during the online buying process. The decrement and reduction of the friction will minimise the drawbacks during the online buying process, which will increase the customer satisfaction level towards the brand (Micheaux and Bosio, 2019). The increment of customer satisfaction level will lead to better customer buying, which can increase customer loyalty towards the brand.

Smart Aftercare: By utilising the most advanced and updated AI-powered tools, the organisation will get the consumption insights at a high level, which will work on developing the aftercare, such as rewards, returns, and others, more effectively (Cooper, 2019). By evaluating the buying product’s category and quantity, the organisation will give a health score to customers through the app, which will assist customers in choosing the most appropriate products for their health benefits. That information will influence customers to go to the brand again, and it will increase customer loyalty towards the brand. Tesco is highly concerned about sustainable practices, and the organisation has a target of achieving carbon neutrality by 2035. The brand knows and understands that without customer efforts, it will not be an easy task to achieve. With the utilisation of advanced and updated AI-powered tools, the organisation will effectively do the sustainable footprint tracking, and present how customers’ return of plastic bottles will help to connect plastic and its relevance to getting points for the rewards on the next purchase (Kaplan, 2020). That kind of score will assist in influencing customers to be more careful towards sustainable practices and attract more knowledgeable customers towards the brand.

Value Creation for Tesco
Financial impact
With better personalised suggestions and preferred grocery options, it will work to increase the basket size, which will increase the buying ratio. When the customer gets more effective and beneficial personalised options and suggestions for their grocery, it can reduce the chance of failing to purchase the most necessary ones. Besides offering cost-effective alternatives, the customer can be more budget-friendly towards the purchase (Armstrong, 2022). By getting the competitive pricing benefits, the customer having tight budget plan consistently will come to Tesco for their daily grocery solution, which will increase the customer retention rate. The increment of the customer retention rate will generate more buying quantity, and it can bring financial benefits for the business. With the more personalised suggestions and customised basket option, the refund and returns will be decreased, and it will lower any kind of error from the employer side, which will work to ensure effective margin management in the business (Cooper, 2019).

Operational impact 
With the personalised basket suggestion and understanding the customers more accurately, the organisation can improve the demand forecasting (Roy, 2024). With it, the brand can manage its overall product line effectively, and the product stock in the warehouse will be managed effectively. It can be effective in lowering wastage by controlling the warehouse stock, which will improve the demand forecasting. By knowing the product demand in a particular geographical region, the business can bring better inventory control, which will increase the efficiency of the brand's business operations (Theeb et al., 2023).

Customer impact 
The better product suggestions by offering personalised baskets and alternative cost-effective ones, the customer will get the option of buying the needed groceries with the cost-benefit, which will influence them to choose Tesco again, and it will result in developing the loyalty of customers towards the brand (Meng, 2024). With the advanced and updated AI tools, the organisation will develop NPS by moving beyond measuring the quantity and concentrating on the systemic experiences that will increase customer loyalty towards Tesco.

How to Measure Success (KPIs)
Customer engagement: To measure the success ratio in the concept of customer engagement, the organisation can utilise the user rate of the app called Tesco+. The number of downloads and the active user ratio will ensure the measurement of customer engagement towards the business.
Loyalty: While measuring the success of customer loyalty, the organisation can track the repeat purchase rate by evaluating the billing address. If the repeat purchase rate increases by 2 times within two months, it will indicate the increment of customer loyalty towards the brand (Dimova, 2021).
Financial: With the AI-powered tools, the organisation will offer an average basket, and the increment of taking that suggested basket and the continuous increment of the number will indicate the success rate, for instance, increasing the taking of the suggested basket 5% than the last month will indicate the success (Cooper, 2019).
Digital: The conversion rate on the website and digital marketing promotion will indicate the development in the digital practice of the organisation. An increase of 5% in the conversion rate by 5% in digital marketing within a month will indicate success (Dimova, 2021).
Experience: The development of Net Promoter Score (NPS) by 11% within the next 6 months will be considered as the success determination in the customer experience (Shankar et al., 2021).
[bookmark: _Toc223454819]Conclusion
In conclusion, Tesco has managed a frequent domination that place in the UK grocery market with support; capitalisation in the prime modernisation and omnichannel capabilities. The organisation has reinforced its Clubcard ecosystem process, diversified its overall digital structure, and developed operational success. Yet, transformational modernisation has persisted comparatively restricted. This mainly happened when benchmarking against technologically developed competitors appeared. The present customer journey has operated successfully, but has not provided in-depth, bespoke, or predictive association. Also, pain points like generic promotions, alternative discomfort, and restricted post-purchase analytics have emphasized chances for strategic digital development. The present Tesco SmartLife stage has identified all these gaps by incorporating artificial intelligence, predictive modelling, and behavioural analytics into a proper ecosystem. This approach has developed appropriate, diminished customer friction, and reinforced emotional loyalty within health and sustainability viewpoints. In a financial context, the model has advocated basket value and retention rates intensively as well. In an operational context, it has progressed requirement for forecasting and diminished waste. In general, digital transformation has become effective for long-standing sustainability in a progressively data-based retail setting. By moving towards mainly the prime modernisation, toward more transformational digital incorporation as well. Also, Tesco has positioned itself to protect its competitive advantage, operational flexibility, and support customer loyalty towards the brand in the dynamic and emerging retail setting. 
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