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[bookmark: _Toc231073485]1. Introduction and Background
[bookmark: _Toc231073486]1.1 Digital Transformation in the UK Retail Sector
Digital transformation has been considered one of the strategic priorities of organisations that aim at staying competitive in a highly dynamic business environment. The increasing use of digital technologies, evolving consumer demands and growth of e-commerce has altered the way retailers generate value and interact with customers. Digital transformation is not the mere introduction of new technologies but incorporating digital capabilities in the business operations and customer relations to enhance organisational performance and competitive edge (Verhoef et al., 2021; Vial, 2021). In the United Kingdom retail sector, online shopping and omnichannel retailing have significantly influenced consumer behaviour, with customers increasingly expecting personalised and seamless shopping experiences. This, in turn, means that retailers cannot afford to base their strategy on pricing only anymore since digital customer experience is now central to competitive differentiation and customer retention.
[bookmark: _Toc231073487]1.2 Tesco PLC and Customer Loyalty
Tesco PLC is a case of interest when it comes to investigating the interconnection between digital transformation and customer loyalty. Tesco has invested heavily in digital technologies to improve customer engagement and maintain competitiveness. The priority projects are online grocery stores, apps and the Clubcard loyalty scheme that uses customer information to make personalized offers and suggestions. Nonetheless, customer loyalty is a problem even with such investments. Although digital technologies enhance convenience and personalisation, they are also allowing consumers to easily compare products, prices and services across competing retailers (Tesco PLC, 2025a). Therefore, digital transformation may not always lead to increased customer loyalty.
[bookmark: _Toc231073488]1.3 Research Significance
Current research and industry evidence suggest that favourable digital experiences may contribute to customer satisfaction and engagement; however, it remains unclear how such experiences translate into long-term customer loyalty within the retail sector (Hossain et al., 2023; Office for National Statistics, 2025; Statista, 2025). This highlights the need for further research on the impact of digital transformation on customer loyalty in large retail organisations. The findings may contribute to both academic knowledge and retail practice.
[bookmark: _Toc231073489]2. Research Problem and Justification
Digital transformation is now a critical strategy in the retail industry, and organisations are investing vastly in digital technologies to enhance customer experiences and competitive edges. To improve customer engagement and retention Tesco PLC has adopted numerous digital programs such as online grocery stores, mobile apps, personalised marketing, and Clubcard loyalty program. Customer loyalty despite these types of investments has been a major problem in the UK retail market. Heightened digital transparency allows consumers to make comparisons of prices, products, and services between retailers, and increases switching costs and competition. These places increasing pressure on retailers to turn online interaction into long-term customer loyalty, instead of online transactions.
The existing literature indicates that digital transformation has the potential to impact customer satisfaction and customer experiences positively (Verhoef et al., 2021; Hossain et al., 2023). Nonetheless, it is less clear on its effect on long-term customer loyalty. While some studies argue that convenience and personalisation strengthen customer loyalty, others contend that technological investment alone is insufficient because long-term loyalty also depends on trust, engagement and perceived value (Kraus et al., 2022). This contradiction shows that the connection between digital transformation and customer loyalty is not well-understood.
Moreover, much of the current research is aimed at the adoption of technology and overall outcomes of digital transformation as opposed to analysing the impact of integrated digital ecosystems on customer loyalty in particular retail settings. Despite Tesco being considered as a pioneer in digital retailing innovation, little study has explored how its various integrated digital activities have helped the company to retain customers within UK supermarket market. Therefore, the study is justified both academically and practically as it seeks to improve understanding of how digital transformation influences customer loyalty.
[bookmark: _Toc231073490]3. Research Aim, Objectives and Research Questions
[bookmark: _Toc231073491]3.1 Research Aim
This study will address the topic of the effect of digital transformation on customer loyalty in Tesco PLC in the context of the United Kingdom retail market. In particular, the study aims at examining how digital programs, such as online shopping, mobile apps, customised marketing and reward schemes of Tesco, can affect customer satisfaction, engagement and retention. Exploring this relationship, the study will contribute to a better understanding of how digital transformation can be applied as a customer retention and competitive advantage strategies.
[bookmark: _Toc231073492]3.2 Research Objectives
1. To determine the most important digital transformation initiatives undertaken by Tesco PLC. 
2. The research question is how the efforts of Tesco to transform digitally affect customer experience and customer loyalty. 
3. To offer suggestions on how the organization can improve customer loyalty with the help of the digital transformation strategies. 
[bookmark: _Toc231073493]3.3 Research Questions
RQ1: What are the major digital transformation efforts by Tesco PLC?
RQ2: How Tesco digital transformation efforts affect customer experience and customer loyalty?
RQ3: What can Tesco do with future digital transformation to improve customer loyalty?
[bookmark: _Toc231073494]4. Literature Review
[bookmark: _Toc231073495]4.1 Digital Transformation Theory
Digital transformation is now considered to be a strategic capability that is critical and allows organisations to react to the changing market environment and shifting customer demands. Verhoef et al. (2021) and Vial (2021) define digital transformation as the integration of digital technologies into organisational processes and business models to create value and competitiveness. The retail sector is moving towards the utilisation of digital technologies to personalise their services and improve customer experience. Nevertheless, Kraus et al. (2022) mention that the technological investment does not necessarily lead to the higher performance. This implies that the digital transformation will not be successful based on the use of technology but rather on the capability of organisations to use digital capabilities to generate customer value and build long-term relationships.
[bookmark: _Toc231073496]4.2 Technology Acceptance Model (TAM)
The Technology Acceptance Model (TAM) has a significant theoretical basis on how to interpret customer adoption of the digital technologies. Davis (1989) suggests that the perceived usefulness and the perceived ease of use are the main factors, which affect technology acceptance. Venkatesh et al. (2012) extend TAM by highlighting additional factors influencing technology usage. However, TAM primarily explains adoption rather than long-term loyalty, it offers a minimal understanding of customer commitment in the long term. This limitation suggests that TAM alone may be insufficient for explaining customer retention outcomes within highly competitive retail environments.
Adoption of technology does not automatically lead to subsequent interaction and loyalty to a retailer. One of the customers might find the Tesco mobile application useful and convenient but can still change the companies in case of providing more value in another place. Thus, although the initial adoption of Tesco digital services can be explained using TAM, more theoretical insights are needed to comprehend how digital interactions evolve to long-term loyalty.
[bookmark: _Toc231073497]4.3 Customer Experience in Omnichannel Retailing
The customer experience theory offers a more comprehensive explanation of the effects that digital interactions have on customer behaviour. According to Lemon and Verhoef (2016), customer experience is formed because of numerous interactions that take place at different customer journey phases. 
According to Hossain et al. (2023), omnichannel retailing enhances customer satisfaction, as it allows a customer to move smoothly between online and offline retail channels. The digital technologies are, therefore, significant in improving customer experiences and firm-customer relationships. Nonetheless, according to Pantano et al. (2020), customer expectations keep on changing at a high pace, which suggests that retailers should constantly innovate to keep their customers happy. This implies that digital transformation on its own might not be a sure way of achieving customer loyalty unless it continually produces better customer experiences. Thus, Tesco digital success is not limited only to technological innovation, but it is also based on its capacity to satisfy the changing customer expectations based on convenience, efficiency and personalisation.
[bookmark: _Toc231073498]4.4 Relationship Marketing and Customer Loyalty
Relationship Marketing Theory describes the development of customer satisfaction to loyalty. Kumar and Reinartz (2018) believe that the long-term relationships with customers create higher profitability and competitive advantage than the transactional ones. The theory lays emphasis on trust, commitment and customer engagement as the dominant forces of loyalty. Likewise, as proposed by Rather et al. (2019), customer engagement enhances both the emotional ties between customers and organisations, boosting loyalty intentions. Nyadzayo and Khajehzadeh (2016) also believe that trust, perceived value, and satisfaction are factors that affect loyalty. The digital transformation in the context of Tesco can enhance loyalty by providing personalised services, including Clubcard rewards and promotions. Nevertheless, technology alone cannot ensure loyalty. While digital platforms facilitate customer interactions, Relationship Marketing Theory suggests that trust, engagement and perceived value remain the primary drivers of long-term customer commitment. Therefore, digital transformation should be viewed as an enabler of relationships rather than a substitute for them.
[bookmark: _Toc231073499]4.5 Tesco's Digital Transformation Strategy
Tesco has positioned digital transformation as a central component of its business strategy. Recent corporate reports highlight continued investment in online grocery services, mobile platforms, customer analytics and loyalty programmes to enhance customer experiences and support long-term growth (Tesco PLC, 2025a; Tesco PLC, 2025b). The loyalty programme of the Clubcard allows Tesco to use the data about its customers to provide them with personal offers and recommendations. These efforts are parallel to the digital transformation, customer experience and relationships marketing theories, which focus on value creation, customer engagement and relationship development. 
[bookmark: _Toc231073500]4.6 Literature Synthesis and Research Gap
Existing literature generally agrees that digital transformation enhances customer experiences through convenience, personalisation and omnichannel integration (Verhoef et al., 2021; Hossain et al., 2023). Relationship marketing literature also indicates that customer engagement, trust and perceived value are relevant factors influencing customer loyalty (Kumar and Reinartz, 2018; Rather et al., 2019). Nevertheless, the connection between digital transformation and customer loyalty over the long-term is still not established, so the technological investment is not the only factor that can ensure customer loyalty (Kraus et al., 2022). Moreover, there is a paucity of research that has specifically explored the impact of Tesco digital transformation initiatives on the customer loyalty in UK retail market. Therefore, this study seeks to address this gap by examining how Tesco's digital transformation initiatives influence customer loyalty within the UK retail sector.
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Figure 1. Proposed Conceptual Framework of the Relationship Between Digital Transformation, Customer Experience and Customer Loyalty
Source: Developed by the researcher based on Verhoef et al. (2021), Lemon and Verhoef (2016), and Kumar and Reinartz (2018).
[bookmark: _Toc231073501]5. Research Methodology
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Figure 2. Research Onion Illustrating the Methodological Framework of the Study
Source: Adapted from Saunders, Lewis and Thornhill (2019).
[bookmark: _Toc231073502]5.1 Research Philosophy
This research will embrace interpretivist research philosophy. Interpretivism is suitable since the study aims to form an in-depth perception of the effect of digital transformation on customer loyalty by studying the existing literature, company reports, and industry evidence. Instead of quantifying relationships using numerical figures, interpretivism is aimed at interpreting meanings, experiences and insights in a particular situation (Saunders, Lewis and Thornhill, 2019). The philosophy could thus be applicable in the analysis of digital transformation initiatives of Tesco and their impact on customer loyalty in the UK retail industry. 
[bookmark: _Toc231073503]5.2 Research Approach
The inductive approach will be used since the study aims at building upon the available literature, industry reports and company publications regarding digital transformation and customer loyalty. The method allows the themes and patterns to be discovered in the analysis and not test predetermined hypotheses.
[bookmark: _Toc231073504]5.3 Research Design
This research will use qualitative case study design but based on Tesco PLC. A qualitative design will be suitable as it enables the exploration of the effects of digital transformation initiatives on customer loyalty in a real organisational environment at a thorough level. The research will be based on the secondary data sources such as academic journal articles, industry reports, company publications as well as market research reports. This method allows the researcher to analyze the found evidence and discover patterns, themes and insights associated with the Tesco digital transformation strategy, and customer loyalty results.
[bookmark: _Toc231073505]5.4 Data Collection Method
The research will be based on secondary data comprised of secondary sources such as peer-reviewed journal articles, books, industry reports, government reports and Tesco PLC reports. Secondary data should be used because they offer good evidence to analyze digital transformation and customer loyalty in the UK retail industry (Saunders et al., 2019).
[bookmark: _Toc231073506]5.5 Sampling Strategy
Purposive sampling will be used to select relevant secondary sources. The selection criteria will be related to the research interests and objectives; relevance to the research, academic credibility, publication date and relevance to Tesco context of digital transformation and customer loyalty. The method will guarantee the incorporation of quality evidence.
[bookmark: _Toc231073507]5.6 Data Analysis Techniques
Thematic analysis will be used to analyse secondary data collected. It is a method of finding, reading and analyzing common themes and trends in the academic literature, industry reports and business reports. Qualitative research should be analyzed using thematic analysis because it aids in the systematic interpretation of text (Braun and Clarke, 2006).
[bookmark: _Toc231073508]5.7 Reliability and Validity
The reliability will be improved by employing credible and authoritative secondary sources. To achieve validity, sources directly related to the research objectives will be used and to enhance validity, findings will be compared with several academic, industry and company publications.
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Figure 3. Proposed Research Process for Examining the Impact of Digital Transformation on Customer Loyalty at Tesco PLC
Source: Self-made by the researcher.
[bookmark: _Toc231073509]6. Ethical Considerations
In this study, secondary data will be used, which will be the peer-reviewed academic journals, industry reports, government publications and Tesco PLC reports. Since no human subjects will be involved, there will be no requirement of informed consent. The study will make sure that all sources are cited correctly, there is no plagiarism or negligence of academic integrity policies. Besides, the research will comply with the existing values of research ethics and data protection, such as the General Data Protection Regulation (GDPR) (Saunders et al., 2019).
[bookmark: _Toc231073510]7. Risks and Limitations
The research can have a number of limitations. Since the study will be based on secondary data, the available literature quality and relevance of the literature, industry reports and company publications will be relied on. The study of Tesco PLC might impair the ability to generalise the results to other retail organisations. Secondly, there may be different points of view in secondary sources, and this may influence the interpretation of results. 
[bookmark: _Toc231073511]8. Timeline
The timeline proposed will cover the important phases of the research project within a 16-week time frame. The timetable will be created to provide enough time to conduct literature review, secondary data collection, data analysis, dissertation writing, reviewing and proofreading. This will facilitate the quality, reliability and timely completion of the study.
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Figure 4. Proposed 16-Week Research Timeline
Source: Self-made by the researcher.
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