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Executive Summary
The report critically assesses the strategic position of Tesco PLC and discusses how strategic management and agile business life cycle, improve customer care and create sustainable competitive advantage. The analysis uses PESTLE and Porter's Five Forces to examine Tesco's external environment, whilst SWOT and VRIO are applied for the internal environment. Strategic factors affecting Tesco The results demonstrate that technological advancement, intense competition, economic uncertainty and changing customer expectations are important influences on making key strategic decisions at Tesco.
The report analyses Tesco's current strategy, identifying key competitive advantages such as a strong brand reputation, Clubcard loyalty programme, omnichannel retail network and digital capabilities. The sector is witnessing increasing competition, rapid pace of change and evolving customer preferences which calls for continual strategic enhancement.
Having examined the various available strategic options, the report suggests a customer experience strategy based on AI and hyper-personalization. This strategy utilizes Tesco's digital infrastructure and customer data to provide a better customer experience, drive operational efficiencies as well as building customer loyalty.
Lastly the report also provides an implementation plan including core activities, resources, risk management and KPIs. The recommendation further asserts that successful execution of the planned strategy would improve customer service, reinforce competitive advantage and facilitate Tesco's long-run growth sustainability.
[bookmark: _Toc233826694]2. Introduction
[bookmark: _Toc233826695]2.1 Introduction to Tesco
Tesco PLC is the world's third-largest retailer by gross revenue and ninth-largest in the world, measured by total sales. Tesco, the UK based firm founded by Jack Cohen back in 1919, now covers the UK, Republic of Ireland and Czech Republic as well as running an integrated omnichannel retail model including e-commerce (Tesco PLC, 2025).
Digital innovation, volatile customer expectations, economic uncertainty and heightening rigidity to sustainability are rapidly transforming the retail industry. Tesco has focused on digitalisation, personalisation and sustainability to remain competitive but also retain its customer focus. In business terms, its intention to serve customers, communities and the planet "a little better every day" demonstrates its commitment to long-term customer satisfaction and sustainable development (Tesco PLC, 2025; Johnson et al., 2020; Lynch, 2018).
[bookmark: _Toc233826696]2.2 Purpose of the Report
This report aims to evaluate at a high level Tesco's current strategic direction and the role that strategic and agile business management has in reinforcing customer care & sustainable competitive advantage. The report analyses the external and internal business environments of Tesco, evaluates alternative strategic options and finally recommends an action plan for improving customer satisfaction, organisational resilience alongside long-term business performance based on evidence.
[bookmark: _Toc233826697]2.3 Structure of the Report
The report include the analysis of tesco business external environment and internal environment,evaluation to current strategy and strategic issues faced by Tesco,Alternative options of strategic actions to deliver value in business. Finally, it ends with some of the main points and recommendations for achieving long-term strategic success.
[bookmark: _Toc233826698]3. Company Background
[bookmark: _Toc233826699]3.1 Company Overview
In the United Kingdom, Tesco PLC is not only the largest grocery retailer. Founded in 1919 by Jack Cohen, Tesco operates in five countries through an integrated omnichannel retail (Tesco PLC, 2025), supported by sustainable investment to enhance customer value and digital & operational excellence.
[bookmark: _Toc233826700]3.2 Business Overview
The Group has a diversified business with its primary focus being grocery retailing, in addition to convenience stores, wholesale, online shopping as well as Tesco Mobile and Tesco Marketplace. This makes the customer experience convenient, it helps to make the organisation more resilient and lessen the impact of market fluctuation (Tesco PLC 2025).
[bookmark: _Toc233826701]3.3 Vision Purpose and Core Values
Tesco- Our purpose is serving our customers, communities and planet a little better every day. Such shows its commitment in continuing to deliver customer value through quality, low-priced products and services, digital transformation services (including personalization) maintaining sustainability practices that are aligned with the long-term strategic direction of Tesco PLC (2025).
[bookmark: _Toc233826702]3.4 Products and Services
Tesco provides many products / services like groceries, apparel, health and beauty items, home goods, Tesco Mobile, Booker Wholesale, online shopping and Whoosh delivery and Tesco Marketplace. Broad portfolio aids one-stop shopping and enhances customer retention (Tesco PLC, 2025)
[bookmark: _Toc233826703]3.5 Market Position & Competitive Advantage
Tesco stays ahead of the competition with competitive pricing, strong brand awareness, the Clubcard loyalty programme, advanced data analytics and an omnichannel model. Investment that is focused on customer care, digital transformation & sustainability makes it an even more competitive advantage in the long term (Tesco PLC, 2025).

[bookmark: _Toc233826704]3.6 Strategic Focus
End the remaining sentence fragment, and make your point for adopting corporate strategy (optional) Therefore, Tesco is using customer value proposition of low prices on online purchase adopting new technology—digitalisation that all these theme. The customer-oriented model, which in turn supports operational efficiency and enables sustainable growth and long-term competitiveness (Tesco PLC, 2025).
[bookmark: _Toc233826705]4. External Environment Analysis
[bookmark: _Toc233826706]4.1 Overview of the Out-Of-Door surroundings
The strategic direction, competitive advantage and long term sustainability of an organisation is heavily influenced by the external business environment. Organisations must adapt to political, economic, technological, legal & environmental changes to be competitive (Johnson et al., 2020).
Back to: External Environment Analysis for TescoTesco operates in a highly competitive external environment characterized by changing nature of customer, digital disruption, changes in economic situation and growing sustainability requirements (Tesco PLC, 2025).
This part also explores Tesco's external environment using the PESTLEframework and Porter's Five Forces model in order to find main opportunities, threats and competitive forces affecting its direction design strategy and customer care.
[bookmark: _Toc233826707]4.2 PESTLE Analysis
The PESTLEframework, which examines how political, economic, social, technological, legal and environmental changes can shape an organisation's strategic decision-making processes. It also identifies external opportunities and threats caused by economic uncertainty, technology innovation, changing customer expectations and sustainability demands from Tesco PLC (2025).
[bookmark: _Toc233826708]4.2.1 Political Factors
How Political factors affect Tesco: Government Policies, Taxation, Employment Laws, Food Safety Regulations, and Brexit are some of the political factors which influence Tesco by directly affecting the operations and supply chain of the company. As a result, Tesco has successfully navigated external uncertainty in such a way as to ensure compliance with regulators and supply chain resilience while keeping their customers happy (Tesco PLC 2025).
[bookmark: _Toc233826709]4.2.2 Economic Factors
Tesco's performance is significantly impact by economic conditions. Value-based retailing has been driven by cost-of-living pressures, higher operating costs and more price-sensitive customers. Tesco support ally continues to expand initiatives such as Clubcard Prices, Aldi Price Match and Low Everyday Prices in order to maintain customer loyalty and market leadership (Tesco PLC, 2025).

[bookmark: _Toc233826710]4.2.3 Social Factors
The shift in consumer behavior has created a demand for convenience, healthier products and personalized services and sustainable business practices. In turn, Tesco responded by further diversifying its omnichannel retailing, digital services and healthier product range with customer experience and personalised customer care as two major pillars of long-term customer loyalty (Tesco PLC, 2025).
[bookmark: _Toc233826711]4.2.4 Technological Factors
Technology is very important for the competitive advantage of Tesco. Better operations and customer experience: Investments in artificial intelligence, data analytics, digital platforms and automated supply chain systems improve operational efficiency. Its Clubcard programme fosters customer-specific promotions, and digital innovation reinforce omnichannel retailing and sustainable competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826712]4.2.5 Legal Factors
Tesco is in a challenging environment where it must comply with employment, consumer protection, food safety and UK GDPR regulations. Robust governance and regulatory compliance maintain customer data, retaining customer trust along with preserving the reputation of the company (Tesco PLC, 2025).
[bookmark: _Toc233826713]4.2.6 Environmental Factors
Data to October 2023Environmental Sustainability is one of the key strategic priorities for Tesco. The company is engaged in acting responsibly to meet stakeholder expectations relative to carbon emissions reduction, recyclable packaging and sustainable sourcing. These initiatives improve corporate reputation, build stronger customer loyalty and aid in long-term competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826714]4.2.7 Critical Evaluation
The external factors affecting Tesco strategy are described as part of the PESTLE analysis which defines a variety of pressure points for decision making on strategy that include economic uncertainty, technological innovation and sustainability. Investments in digital transformation, value-based pricing and bespoke customer care — all of which are growth drivers— therefore need to continue if organisations want to maintain long-term resilience and competitive edge.
[bookmark: _Toc233826715]4.3 Porter's Five Forces Analysis
Porter Five Forces analysis done on Competitive Rivalry, New Entrants, Buyer Power, Supplier Power and Substitutes. Have a better understanding of its competition and finding the area in which it must compete, make Tesco set up policies to strengthen customer service and competitive advantage (Porter 2008);

[bookmark: _Toc233826716]4.3.1 Competitive Rivalry – Very High
UK grocery market as presented through the Five Forces Analysis Competitive Rivalry. You compete against others in the market, but also through your price (Clubcard Prices, Aldi Price Match) and digital services for us — along with competitors like Sainsbury's, Asda, Morrisons, Aldi and Lidl. It must continuously innovate, operate efficiently and deliver best-in-class customer service to retain its position as one of the top market leaders (Tesco PLC 2025).
Strategic implication: High competitive rivalry means that whilst the company is still capable of outperforming its competitors in terms of price due to economies of scale, Tesco needs to differentiate itself continuously through personalised customer experiences in various ways, digital innovation and value-based pricing.
[bookmark: _Toc233826717]4.3.1 Threat of new entrants — Low
High capital requirements, brand loyalty, economies of scale and regulatory barriers keep the threat of new entrants low. However, while online retailers have made it easier to enter the market from a number of dimensions, imitating Tesco's fully integrated omnichannel network is a major challenge (Porter, 2008; Tesco PLC, 2025).
Strategic implication: Historically difficult to enter, further digital investment will be needed to avoid fast-growing technology-led retail entrants
[bookmark: _Toc233826718]4.3.2 Buyer bargaining power - High
Low switching costs, abundant alternative retailers and increased price sensitivity have a strong effect on buyers power. For example, in response to the changes brought out by Tesco through Clubcard, personalised promotions, Aldi Price Match and omnichannel services (Tesco PLC, 2025).
Strategic implication – Customer service & digital expansion (e.g. personalisation, loyalty programme) to address customer churn and enhance long-term relationships
[bookmark: _Toc233826719]4.3.3 Supplier Bargaining Power - Moderate
Supplier bargaining power is moderate. Tesco's bulk purchasing power allows for strong supplier contracts, though premium and specialty suppliers have the most sway. To enhance the availability of its products and maintain customer satisfaction, Tesco has enhanced collaboration with suppliers—which also reduces supply chain risks—and improved resiliency in their supply chains (Tesco PLC, 2025).
Strategic implication: Collaborative supplier slink ++ supply chain elasticity are fundamental to sustainable customer eiland operational excellence.
[bookmark: _Toc233826720]4.3.4 Threat of Substitute Products - Moderate

Substitutes threat: Moderate, as seen in online grocery platforms, convenience stores and food delivery services. Tesco mitigates that risk by its wide product assortment, price competitiveness and omnichannel approach. Ongoing investment in digital services, rapid (< 1 day) fulfilment and customer care will put further dips into its competitive edge (Tesco PLC, 2025).
[bookmark: _Toc233826721]4.3.5 Critical Evaluation
Using understandings of Porter's Five Forces, we learn that Tesco has a fierce retail market. The competitive rivalry and the bargaining power of buyers appears to be the key threats. As a result, Tesco is tasked with the continued investment in customer value, digital innovation and omnichannel capabilities to reinforce its care of customers' needs and achieve sustainable competitive advantage over the long term (Tesco PLC, 2025).
[bookmark: _Toc233826722]4.4 Major External Opportunities and Threats
Tesco is one of the leading retailers in UK which operates under PESTLE and Porter's Five Forces analyses. Although challenges such as economic uncertainty and increased competition are continually being expressed, these same conditions create opportunities for innovation, prudent expansion and better customer care – all of which help to create sustainable competitive advantage.
[bookmark: _Toc233826723]4.4.1 Key External Opportunities
Tesco biggest opportunities are related to emerging technologies such as AI, digital innovation, Introduction of sustainable products and increase in online shopping. They support personalisation, customer care, customer satisfaction, market share and long-term competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826724]4.4.2 Key External Threats
Tesco faces significant threats primarily relating to competition, uncertainty in the economy and higher operation costs as well as price sensitivity from customers. The firm further contends with tightening environmental and data protection legislation while the increased digitisation increases exposure to cyber-security and data privacy risks that can impair customer confidence, revenues and profit (Tesco PLC, 2025).
[bookmark: _Toc233826725]4.4.3 Strategic Implications
The analysis indicates that Tesco's future will be defined by digital innovation, sustainability and omnichannel retailera of the future and navigate barriers from competition and economic headwinds. Investments in personalised customer care and operational resilience will continue to support a sustainable competitive edge.
[bookmark: _Toc233826726]4.5 Critical Discussion and Strategic Implications
The analysis of the external environment reveals that Tesco operates in a very competitive and fast moving retail industry. The strategy in which it carries out is primarily determined by three factors namely economic uncertainty, technological advancement and competition (Porter, 2008; Tesco PLC, 2025).

Thus, Tesco can remain competitive in the long run by implementing appropriate business practices in terms of innovation through digital technology, AI and omnichannel retailing, personalised customer care and sustainability.
[bookmark: _Toc233826727]5. Internal Analysis
[bookmark: _Toc233826728]5.1 Introduction to Internal Analysis
Internal analysis assesses an organisation's resources, capabilities and strengths and weaknesses in the long run for sustainable competitive advantage (Barney, 1991).
Some of Tesco's strengths are a strong brand reputation, Clubcard loyalty programme, integrated supply-chain, extensive store network and digital capabilities. Nevertheless, rising operating costs, reliance on the UK market and ongoing need for digital innovation all remain challenges (Tesco PLC, 2025).
In this section, both the SWOT and VRIO frameworks are employed to assess Tesco's internal strategic position as well as outline the resources and capabilities that secure long-term competitive advantage.
[bookmark: _Toc233826729]5.2 SWOT Analysis
SWOT Analysis provides an evaluation of the strengths, weaknesses, opportunities and threats to assess Tesco's strategy and overall position. It assists in recognizing how the organization can utilize its resources to optimize customer care and achieve sustainable competitive advantage.
[bookmark: _Toc233826730]5.2.1 Strengths
Key brand strengths from Tesco Omnichannel retail network Clubcard loyalty programme Strong supply chain and logistics. These strengths enhance customer trust, convenience personal marketing and operational efficiency. Tesco also possesses significant purchasing power and other opportunities, which ensure ongoing digital innovation as well as sustained long-term competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826731]5.2.2 Weaknesses
Some of Tesco's notable weaknesses include its overexposure to the UK market, margins are very low because of a fierce battle on prices and operational costs starting to rise. This necessitated continuous investments in technology, cybersecurity and sustainability, which simultaneously put more strain on the organisation financially (Tesco PLC, 2025).
[bookmark: _Toc233826732]5.2.3 Opportunities

Opportunities identified in Tesco SWOT analysis include:AI (Artificial Intelligence) and data analytics to improve customer experiencePersonalization of experiencesGrocery online retailOnline grocery is a growing business for Tesco with revenues registered at £TBA billion!Sustainable EnergyTesco Marketplace They underpin more effective customer support and sustainable competitive differentiation (section 4.4)
[bookmark: _Toc233826733]5.2.4 Threats
Tesco's main threats Intense competition, inflation, supply chain disruptions plus cybersecurity risks and increased regulatory requirements This culminates in the compression of profitability, operational performance and customer expectations (see section 4.4)
[bookmark: _Toc233826734]5.2.5 Critical Evaluation
SWOT analysis indicates that Tesco has more strengths than weaknesses. Competitive advantage is supported by its well-known brand, digital capabilities, retail network and Clubcard programme. Tesco will need to find a way of tackling heightened operating costs, capitalise on digital innovation and individual care strategies, and respond effectively to market competition & wider economic uncertainty in order.
[bookmark: _Toc233826735]5.3 VRIO Framework
The VRIO framework, derived from the Resource-Based View (RBV), goes a step further and helps identify if an organisation has resources and capabilities that can create and sustain Competitive advantage. Barney (1991) Finally, a valuable and rare resource or capability that is difficult to imitate can only be supported by the organisation to provide long-term superior performance. By keeping the data and analyzing through VRIO, Tesco can differentiate what strategic resources contribute in a superior manner to its customer-centric strategy and sustainable competitive advantage.
[bookmark: _Toc233826736]Table 5.1: VRIO Analysis of Tesco
	Strategic Resource/Capability
	Valuable
	Rare
	Inimitable
	Organised
	Competitive Implication

	Tesco Brand Reputation
	✓
	✓
	✓
	✓
	Sustained Competitive Advantage

	Clubcard Loyalty Programme
	✓
	✓
	Moderate
	✓
	Temporary to Sustained Competitive Advantage

	Omnichannel Retail Network
	✓
	Moderate
	Moderate
	✓
	Temporary Competitive Advantage

	Supply Chain and Distribution Network
	✓
	Moderate
	Moderate
	✓
	Competitive Advantage

	Digital and Data Analytics Capability
	✓
	Moderate
	Moderate
	✓
	Competitive Advantage




[bookmark: _Toc233826737]5.3.1 Brand Reputation
Customer trust, market leadership and loyalty over a period longer than one hundred years is why Tesco's strong brand reputation becomes an essential strategic advantage. Paired with documented pricing and customer care it is hard for competition to reproduce and serves as a sustainable competitive advantage (Tesco PLC, 2025; Barney, 1991).
[bookmark: _Toc233826738]5.3.2 Clubcard Loyalty Programme
You will have heard of the Clubcard, which is a key capability that leverages customer data and advanced analytics to offer personalised promotions and have seen improvements in customer loyalty. The scale of its operations combined with connectedness across digital channels provides Tesco with a key competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826739]5.3.3 Omnichannel Retail Network
Tesco: The first to have an integrated omnichannel model which combines supermarkets, convenience stores, online shopping and home delivery. On a nationwide scale, it makes its infrastructure and the integration of technology aid to customer convenience as well as competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826740]5.3.4 Supply Chain and Distribution Network
A distribution centre is woman empowerment to all those running in business and eficiencia of supply chain, supplier relasionship and co purchasing power to improve product availability at the skelpholz base or on carton form of how a pc gram costs you teddy bear card board. Those capabilities enhance customer satisfaction and reinforce Tesco's competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826741]5.3.5 Digital and Data Analytics Capability
Digital Innovation as one of the most essential capabilities in Tesco. Using AI, predictive analytics and customer data, the company looks to gain advantages in demand forecasting, inventory management and customer experience. Investing continuously in technology is fundamental for its competitive edge (Tesco PLC, 2025).
[bookmark: _Toc233826742]5.3.6 Critical Evaluation
If we use VRIO analysis in case of Tesco, we will find out that Tesco brand reputation and Clubcard loyalty programme are most strongest strategic assets for the company. Digital technology and supply chain capabilities can also drive a competitive advantage, but they require continued investment. This shows that the way forward is about customers, digital capabilities and managing change effectively.

[bookmark: _Toc233826743]5.4 Critical Discussion and Strategic Implications
According to the internal analysis, Tesco is supported by a strong brand, Clubcard, omnichannel network and efficient supply chain which together support it's long-term competitive advantage. Despite this, dependencies on the UK market, much higher operating costs are already emerging, and there is pressure for constant digital innovation. (Tesco PLC 2025).
Conclusion The SWOT and VRIO analysis show that the future success of Tesco will depend on establishing better relationships between customers with Aisles, digital transformation, personalisation in customer care and operational excellence. Ongoing investing in technology and sustainability will sustain the long-term competitive edge.
[bookmark: _Toc233826744]6. Current Strategy Analysis
[bookmark: _Toc233826745]6.1 Tesco SWOT One of the founding members of British supermarket chains is Tesco.
Tesco Treacy and Wiersema (1993) offers a customer-centric model with competing through price, digitally led business and innovation, operational excellence and sustainability as the pillars of its strategy (Johnson et al., 2019).
The strategy of Tesco involves the loyalty programme such as Clubcard, omnichannel retailing, AI & data analytics and supply chain to deliver on their ambition to improve customer experience as well as operational efficiency (Tesco PLC, 2025).
In this section we will assess Tesco strategy on a business-level, its customer-centric initiatives as well as digital transformation and sustainability for long-term competitive advantage.
[bookmark: _Toc233826746]6.2 Business-Level Strategy
Tesco mainly adopts a cost leadership strategy where it also utilises significant economies of scale from its purchasing and pricing initiatives known as Clubcard Prices, Aldi Price Match and Low Everyday Prices (Porter, 1985; Tesco PLC, 2025), along with streamlined supply chain management.
In addition to cost leadership, Tesco utilizes Clubcard, AI-driven data analytics and omnichannel retailing for personalized customer experiences and strengthening customer loyalty. This balance of low price and customer-unlocking innovation feeds into long term competitive advantage.
In summary, the business-level strategy of Tesco is well studied which allows them to have a good balance between competitive pricing and digital innovation as well as creating good customer care experience for their customers which ultimately helps earn the trust of their customers again in turn leading towards a long run growth trend while maintaining leadership position over other competitors.
[bookmark: _Toc233826747]6.3 Customer-Centric Strategy
It is a customer-centric strategy founded on creating personalized experiences for shoppers and enabling long-term customer relationships with customers (Tesco PLC, 2025).
Enhancing customer satisfaction and loyalty through Clubcard, AI, data analytics and Tesco's omnichannel services (Click & Collect and Whoosh) (Lemon and Verhoef, 2016; Verhoef et al., 2021).
Thus, customer centric strategy at Tesco improves its customer service and loyalty which is most useful for long term competitive advantage.
[bookmark: _Toc233826748]6.4 Digital Transformation Strategy
Digital transformation plays an important role in Tesco's strategy and it is essential for operational efficiency, customer engagement and competitive advantage (Tesco PLC, 2025).
Through the use of artificial intelligence, big data and machine learning, in combination with its Clubcard programme, Tesco personalises promotions to customers as well as enhance forecasting (Davenport et al., 2020). In fact, its omnichannel model, comprising the online shopping platform as well as Click & Collect and Whoosh, creates greater convenience for customers and an improved customer experience (Verhoef et al., 2021).
Tesco invests in automation, predictive analytics and supply chain technology to boost operational performance too. Cybersecurity, data privacy and continuous protection investments continue to be major challenges.
Thus, digital transformation together empowers customer care, operational efficiency and provides a sustainable competitive edge.
[bookmark: _Toc233826749]6.5 Sustainability and ESG Strategy
Tesco's sustainability and environmental, social and governance (ESG) topics are aligned with its strategy to generate long-term value, maintain stakeholder trust and gain competitive advantage (Tesco PLC, 2025).
With an overarching goal of reducing carbon emissions, food waste and plastic packaging and promoting sustainable sourcing – Tesco please us with a wide array of initiatives. Also, it helps customer wellbeing and local communities and employee development; while good governance is the basis for a ethical decision making and compliance with regulations as well as building trust (Fatma, Rahman & Khan, 2015).
Sustainability goals need constant capital and innovation but Tesco's ESG strategy reinforce customer satisfaction, corporate reputation and long-term competitive advantage.

[bookmark: _Toc233826750]6.6 Find out how to warrant essential analysis of Tesco current strategy
Tesco's current strategy, which combines cost leadership with innovative customer offerings, digital transformation and sustainability, has strengthened its competitive position. Clubcard, omnichannel retail, AI-based personalisation and value pricing have enhanced the customer satisfaction, loyalty and operational efficiencies (Tesco PLC, 2025; Lemon and Verhoef, 2016; Verhoef et al., 2021).
Nonetheless, challenges abound: rising investment costs, growing competition (including from the Accuchecks and Omnipods of this world), a shady outlook for the UK market, digital advancement requirement. Tesco should further develop AI, personalized customer service, data-driven decision-making and Sustainability to maintain long-term competitiveness.
[bookmark: _Toc233826751]6.7 Strategic Implications and Transition
This makes the evaluation that Tesco has strong strategic foundation which they build through cost leadership, customer-centric innovation and digital transformation & sustainability. The above strategies have contributed towards customer loyalty, operational performance and market leadership (Tesco PLC, 2025).
But on the other hand rapid technological change, rising competition and consumer expectations, and also operating costs necessitate constant strategic innovation. In order to set a long-lasting competitive advantage, Tesco requires reinforcing AI along with the personalised customer care, digital services making sustainability.
The following section examines potential strategic alternatives to choose the best strategy for better customer care and sustainable competitive advantage.
[bookmark: _Toc233826752]7. Strategic Issues and Challenges (2025)
[bookmark: _Toc233826753]7.1 Understanding of Strategic Issues and Challenges (2025)
While Tesco retains willl Maintains strong position in market, it confronts some major strategic threat from rapid technological change originating threats interests and competitive pressure through international competition between multinational supermarket chains nurture economic uncertainty prospects sustainability requirements requirements and changing consumer demand perspectives pressures (Tesco PLC, 2022).
Tesco must focus more on its customer-centric strategy, it digital capabilities and build organisational resilience to remain competitive in the long run (Barney, 1991).
In this part: The challenges key strategic of the Tesco so as to search for strategies that would help improve customer care and sustainable competitive advantage.

[bookmark: _Toc233826754]7.2 Intense Market Competition
The intense competition in the marketplace, and this is one of Tesco's largest strategic challenges (as at 2025). Due to fierce competition from Sainsbury's, Asda, Morrisons and Aldi as well as Lidl and Ocado that has come down not only to aggressive pricing but also digital transformation and changing customer expectations (Tesco PLC, 2025).
Clubcard Prices, Aldi Price Match and Low Everyday Prices: Tesco has reacted through these initiatives, but adds further pressure to profitability. Customers are becoming a crucial part of corporate strategy as competition reshapes and the focus again is on customer experience, AI [53] or omnichannel services [4].Tesco has to invest in customer care, digital innovation and service quality to provide long-term competitive advantage (Lemon and Verhoef, 2016).
[bookmark: _Toc233826755]7.3 Rapid Technological Change
One of the important strategic challenges for Tesco is rapid technological advancement. AI, big data, automation and omnichannel retailing are changing customer expectations and intensifying the continuous need for digital innovation (Davenport et al., 2020).
Tesco invested in AI, predictive analytics, Clubcard (loyalty scheme), Click & Collect and wholesaler-Hub Whoosh to improve customer experience and operational efficiency (Tesco PLC, 2025). But persistent investment, cybersecurity, data privacy and copying from competitors through similar solutions stay constant challenges (Verhoef et al., 2021).
Tesco needs to keep on developing digital transformation, data protection and customer experience to have sustainable advantages in the long run.
[bookmark: _Toc233826756]7.4 Economic Challenges
Tesco faces a strategic challenge due to economic uncertainty. Profitability and operations are still impacted by inflation, increased costs for labour and energy (Tesco PLC, 2025), supply chain pressures and increase in price-sensitivity of customers.
Others should benefit through retention boosts in Tesco Clubcard Prices, Aldi Price Match & Low Everyday Prices. But mounting operational costs and ongoing investment into digital innov-- ation and sustainability still continue to be major challenges.
To be relevant in the longterm, Tesco should ensure right competitive pricing across operations, and within that customer care/services complimenting profitability (Lemon and Verhoef, 2016).
[bookmark: _Toc233826757]7.5 ESG and Sustainability Challenges
ESG & sustainability are prominent strategic challenges for Tesco. It should be noted that environmental responsibility, ethical business and corporate governance are ever-present expectations of customers, investors and regulators (Tesco PLC 2025).

Some of the major challenges are - net zero targetsetting, sustainable sourcing, carbon emission reduction,L-0E0-4 supply chain management and proper data governance. The value of such initiatives is that they can undoubtedly enhance customer trust and overall corporate reputation, albeit with a high need for investment and operational enhancements (Fatma, Rahman & Khan, 2015).
Therefore, in order to lead the long term competitive advantage in the market, Tesco needs to include the ESG into its business strategy by balancing sustainability, customer value and financial performance aspects.
[bookmark: _Toc233826758]7.6 Changing Customer Expectations
Tesco faces one of its biggest strategic challenges in changing customer expectations. Early in October 2023, as a part of the growing trend towards meeting higher customer expectations, customers are demanding faster services, such as instantaneous delivery options on better terms with flexibility along with minimum human intervention (Lemon and Verhoef, 2016).
Tesco reacts to these demands through Clubcard, AI, data analytics, Click & Collect and Whoosh, however they also must keep investing in digital innovation, data privacy and customer service (Tesco PLC 2025; Verhoef et al. 2021).
Tesco Brand Equity : Tesco must improve personalisation, digital capacity, sustainability and customer service to sustain long-term competitiveness.
[bookmark: _Toc233826759]7.7 Critical Discussion and Discussional Implications
The analysis revealed that the retail environment with which Tesco deals is highly competitive and rapidly changing. Among the key challenges include competition, technological change, economic uncertainty/change in customer expectations and new ESG requirements (Tesco PLC, 2020).
Despite the well-explained structure and applied one, Tesco needs to strengthen innovation and AI while balancing customer value with financial performance (Lemon and Verhoef, 2016; Davenport et al., 2020), establishing digital capabilities, strengthening sustainability and developing organisations in terms of agility – the concept is simple but turning it into action is something that will take time – something organisations have not mastered yet (Everett et al., 2015).
These findings form the basis for testing alternative strategic opportunities for greater customer care and long-term business success.
[bookmark: _Toc233826760]8. Strategic Options
[bookmark: _Toc233826761]8.1 Introduction to Strategic Options
Tesco competes in a fast-changing retail landscape characterised by evolving technology, shifting customer expectations, economic malaise and increasing sustainability pressures. Consequently, it is mandatory to think the overall proposal in evaluating other strategic options that can also ensure a long competitive advantage of the company as well (Tesco PLC 2025).

With years of customer engagement and trend analysis to account for, three strategic options follow: (1)AI-driven personalised customer experiences, (2)expansion of omnichannel retailing and digital services, and (3)a sustainability-led customer value proposition. They are analysed using Ansoff's Matrix and Porter's Generic Strategies to determine the right strategy that would reinforce customer care and long-term organisation success.
[bookmark: _Toc233826762]8.2 Strategic Option 1: AI-Driven Personalised CUstomer Experience (Market penetration)
Tesco can differentiate its customer relationships by increasing the number of uses of AI, predictive analytics and Clubcard program to provide personalised promotions, product recommendations and customer experiences (Ansoff, 1957).
The strategy leverages Tesco's current digital advantage, enhances customer satisfaction and repeat purchases, drives market penetration without geographical expansion (Davenport et al., 2020). But it is not achieved without a constant investment in AI, cybersecurity, employee training and data governance that is handled with responsibility. There is a lot of competition in the AI space these days and because competitors are also adopting its use, innovation needs to be continuous so as not to fall behind the queue.
Advantages
· Improves customer care and satisfaction in a tailored quagmire.
· Builds customer loyalty and repeat purchases.
· Enhances AI- and predictive analytics-powered decision making.
· Builds on Tesco's existing Clubcard and digital capabilities;
Disadvantages
· Must invest a lot of money in AI & technology.
· We read our cybersecurity and our data privacy risks.
· Competitors can easily adopt similar AI technologies.
[bookmark: _Toc233826763]8.3 Strategic Option #2: Scaling Omnichannel Retailing and Digital Service Integration (Product Development)
As per Ansoff Product Development Strategy, strengthen Tesco's omnichannel retailing with online shopping enhancement, Click & Collect, Whoosh and use of AI in customer support and integrated digital service. (Ansoff 1957)
This strategy supports the digital transformation of Tesco (Verhoef, Kannan & Inman, 2021) while improving customer convenience and satisfaction alongside operational efficiency and inventory management. Yet, this comes at a cost of deep investment in tech and logistics and employee training while also proving easily replicable by its competitors as these digital innovations can quickly emerge.
Advantages
· Increases customer convenience and omnichannel experience.
· Better customer experience and retention.
· Enhances operational efficiency as well as inventory management.
· Supports Tesco's digital transformation.
Disadvantages
· Requires a lot of investment in tech and logistics.
· Increases operational complexity.
· Competitors can imitate these digital capabilities.
[bookmark: _Toc233826764]8.4 Strategic Option 3: Market Development — Sustainability-Led Customer Value Proposition
Tesco can deliver more value for its customer using Ansoff's Market Development Strategy by weaving in ESG, sustainable products, ethical sourcing and responsible business practices into customer care (Ansoff, 1957).
Such a strategy plays into customer trust, corporate reputation and brand differentiation, while enhancing long-term customer loyalty at the same time positively contributing to operational efficiency via waste reduction and resource optimisation (Niesten et al., 2017). Nonetheless, it takes lots of investment, difficult supply-chain logistics and long lead times to implement; and competitors can relatively easily imitate such sustainability programs.
Advantages
· Enhances customer confidence and corporate reputation.
· Aids in sustainable and ethical retailing
· Increases customer loyalty and brand differentiation.
· Part of Tesco’s long- term ESG strategy.

Disadvantages
· Requires significant investment.
· Urgent to deploy across the world supply chains.
· Competitors can imitate sustainability initiatives.

[bookmark: _Toc233826765]8.5 Analyzing using Porter's Generic Strategies
Porter (1985) devised a model called Porters Generic Strategies which considers how organisations achieve competitive advantage through cost leadership, differentiation and focus. Despite Tesco's long tradition of cost leadership, changing customer expectations and digital transformation necessitate greater differentiation. Hence, Porter framework is used to evaluate the three strategic options and finally, choose the most viable strategy that can help organisation strengthen customer care in the long-run and gain competitive edge.
[bookmark: _Toc233826766]8.5.1 Critical Evaluation
According to Porter's Generic Strategies, all of them go hand in hand to reinforce differentiation next to its cost leadership strategy achieved by Tesco. However, (AI-Driven Personalised Customer Experience) is the best fit as it enables enhanced customer care, adapts to changing customer expectations and takes advantage of Tesco's digital strengths and Clubcard ecosystem. Thus, the synergistic effects of cost leadership and differentiation using path-breaking innovations powered by artificial intelligence will be a sustainable long-term competitive edge.
[bookmark: _Toc233826767]8.6 Comparative Analysis of Alternative Strategies
Here the decision criteria for making strategic decisions, such as strategic fit, customer care impact, competitive advantage of implementation feasibility, investment requirements and long-term sustainability were used to assess each one of the three proposed strategic options to find out which is a more suitable direction for Tesco. This comparative analysis helps Tesco understand which option is more in line with its strategic goals and the challenges discussed above.
[bookmark: _Toc233826768]Table 8.1: Comparison of Different Strategic Options
	Evaluation Criteria
	Option 1: AI-Driven Personalised Customer Experience
	Option 2: Omnichannel Retail Expansion
	Option 3: Sustainability-Led Customer Value Proposition

	Strategic Fit with Tesco's Objectives
	High
	High
	Medium–High

	Customer Care Impact
	Very High
	High
	High

	Competitive Advantage
	Very High
	High
	Medium

	Implementation Feasibility
	High
	Medium
	Medium

	Investment Requirement
	High
	Medium
	High

	Risk Level
	Medium
	Medium
	Medium–High

	Long-Term Strategic Value
	Very High
	High
	High



A comparative assessment shows that all strategic options can enhance Tesco's competitive position in the future, but differ widely in terms of their managerial significance and implementation urgency.
Option 1: (AI-Driven Personalised Customer Experience). Hereshow: It builds on established strengths including the Clubcard programme; customer data and digital capabilities to provide tailored recommendations and promotions. This option responds to changes in customer expectations, growing competition and technological evolution while enhancing customer loyalty and long-term competitiveness (Davenport et al., 2020; Tesco PLC, 2025).
Option 2: devoted to the expansion of omnichannel retailing, increases customer convenience and enhances operational efficiency and synergies between physical stores and digital platforms. But omnichannel retailing has now become almost a baseline industry standard and it does not create sustainable competitive advantage (Verhoef, Kannan and Inman, 2021).
Option 3: focused on sustainability and ESG, builds a complete corporate reputation, stakeholder trust and long-term customer value. Nonetheless, the primary component is costly and providing paybacks over a more drawn-out term, so it is best when combined with computerized development/customer focused undertaking (Tesco PLC, 2025).
In conclusion, Option 1 has the best balancing act in terms strategic fit, customer care, competitive differentiation and implementation feasibility. As a result, Option 1 is the best approach and Options 2 and 3 should be executed as supporting actions.
[bookmark: _Toc233826769]8.7 Preferred Strategic Option and Transition
Option 3, based on sustainability and ESG, enhance the corporate image, stakeholder confidence and long term customer value. But it takes just a big investment and delivers longer-term benefits that works best in conjunction with digital innovation and consumer-facing initiatives (Tesco PLC, 2025).
In conclusion: Overall, option 1 is the best mix of strategic fit, customer care and competitive differentiation versus implementation risk. So this is the optimal strategy and Options 2 and 3 will be best suited to follow as subsequent deployables.
[bookmark: _Toc233826770]9. Recommended Strategy
[bookmark: _Toc233826771]9.1 Your recommended strategy
Internal Environment Evaluation and Strategy Opportunities at Tesco From these options presented, the chosen strategy to be undertaken must align with Tesco's strengths and weaknesses as well as customer needs and wants, integrated with its business sustainable goals (Tesco PLC 2025 ).

The recommendation of the strategy based on research is AI-driven curated customer experience. This approach is leveraging Tesco's Clubcard, digital assets and customer data to enhance customer care, improve operational efficiency and drive sustainable competitive advantage over the long-term.
[bookmark: _Toc233826772]9.2 Recommended Strategy: AI-Driven Personalised Customer Experience Strategy
The strategy that has been recommended to Tesco is an AI-driven personalised customer experience strategy. The idea is to enhance customer engagement, operational efficiency and sustainable competitive advantage (Tesco PLC, 2025) using Tesco'sClubcard, customer data, global blue chip companies' advanced analytics and the key of omnichannel retailing.
With the help of AI and predictive analytics, Tesco can provide personalised recommendations, targeted promotions & improved customer service as well as driving demand forecasting, inventory management and supply chain efficiency (Davenport et al., 2020). Convenience and the omnichannel shopping experience are also improved by AI-powered customer support and digital services (Verhoef, Kannan & Inman, 2021).
In conclusion, this strategy contributes to customer care, operational resilience, sustainability and long-term competitive advantage by combining sophisticated technology and customer-centric decision making.
[bookmark: _Toc233826773]9.3 Rationale for Selecting the Strategy
The AI-driven personalised customer experience strategy covers all of the results obtained from the external and internal analyses, current strategy evaluation and strategic options assessment. Now directly responding to the forces of technological change, growing customer expectations and high competition (Davenport et al., 2020; Tesco PLC, 2025).
The strengths of Tesco are its Clubcard, customer data, strong brand and digital infrastructure (Barney, 1991), all elements that make this strategy viable as well as effective. It provides the most advantageous combination of strategic fit, implementation feasibility and potential for long-term value creation versus hurdles.
Tesco should rely on AI technology in view of providing personalised recommendations improving customer engagement and optimising operations to enhance customer care operational efficiency and long-term competitive advantage (Lemon; Verhoef, 2016;Verhoef, Kannan, Inman 2021).
[bookmark: _Toc233826774]9.4 Expected Strategic Benefits
An AI-enabled personalised customer experience strategy, expected to bolster customer care, operational efficiency and long-term competitive advantage (Tesco PLC, 2025)

The main benefits are higher customer satisfaction and loyalty – because you can derive personalised recommendations and promotions, as well as enhanced demand forecasting, inventory management and supply chain efficiency based on AI and predictive analysis (Lemon & Verhoef,2016; Davenport et al., 2020).
The strategy is also likely to add competitive advantage, develop customer loyalty, financial impact and sustainable growth through Clubcard, customer data and digital assets of the Tesco Group (Barney, 1991).
[bookmark: _Toc233826775]9.5 Strategic Implications and Pathway to Implementation
The suggested strategy on AI-driven personalized customer experience will solidify the customer service, operational resource, and long-term competitive performance (Tesco PLC, 2025).
It would require sustained investments in AI, employee training, continued data governance, cybersecurity and leveraging with Tesco's omnichannel and sustainability initiatives (Davenport et al. 2020) Tesco should have clear objectives, adequate resources and define KPIs to monitor their performance (Johnson et al., 2019).
The next section outlines the how, including high level activities, resources needed, implementation timeline (gantt chart), key performance indicators and risk management.
[bookmark: _Toc233826776]10. Implementation Plan
[bookmark: _Toc233826777]10.1 Introduction to Implementation
In fact, strategy implementation is the key foundational elements of organisational objectives and sustainable business outcomes. It demands competent strategic planning, allocation of resources, engaging employees, technology competence and constant performance monitoring (Johnson et al, 2019).
Tesco tailor-made suggested customer experience strategy How can Tesco strengthen its customer care through AI, predictive analytics and customer data (Tesco PLC, 2025)
Here we provide the implementation plan, for the key activities, timeline, resources required, risk and KPIs to be successfully executed.
[bookmark: _Toc233826778]10.2 Implementation Action Plan
The strategy shoud implement a healthy and structured way, making use of resources present already in the organisation. The implementation may be planned by providing a structured overview of key activities, departments accountable for it, resources required to make it work, timeline and desired outcomes associated with each activity.
Table 10.1: AI-Personalised Customer Experience Strategy Implementation Action Plan
	Phase
	Key Activities
	Responsible Department
	Resources Required
	Timeline
	Expected Outcome

	Phase 1: Strategic Planning
	Establish project team, define objectives, allocate budget and assess existing AI capabilities.
	Executive Management, Strategy Team
	Project managers, financial resources, strategic planning tools
	Months 1–2
	Clear implementation roadmap and project governance established.

	Phase 2: Technology Development
	Upgrade AI systems, integrate customer databases, enhance predictive analytics and strengthen cybersecurity infrastructure.
	IT Department, Digital Transformation Team
	AI software, cloud computing, cybersecurity systems, data engineers
	Months 3–5
	AI platform successfully integrated with existing digital infrastructure.

	Phase 3: Employee Training
	Train employees on AI tools, customer data management and digital customer engagement practices.
	Human Resources, Learning and Development
	Training programmes, digital learning platforms, external AI consultants
	Months 6–7
	Employees equipped with the skills required to support AI-driven customer service.

	Phase 4: Pilot Implementation
	Launch AI-powered personalised recommendations in selected stores and digital channels; collect customer feedback and evaluate system performance.
	Marketing, Operations and Customer Experience Teams
	Pilot budget, customer analytics tools, performance monitoring systems
	Months 8–10
	Pilot results evaluated and operational improvements identified before full deployment.

	Phase 5: Full-Scale Implementation
	Roll out AI-driven personalisation across all UK retail operations and integrate with Clubcard and omnichannel platforms.
	Executive Management, IT and Operations
	Full organisational resources, digital infrastructure and customer data systems
	Months 11–15
	Organisation-wide implementation completed with enhanced customer experience.

	Phase 6: Continuous Monitoring and Improvement
	Monitor KPIs, evaluate customer feedback, optimise AI models and continuously improve customer service processes.
	Strategy Team, Customer Experience Team, Data Analytics Team
	Performance dashboards, AI monitoring software and customer feedback systems
	Months 16–18 (Ongoing)
	Continuous improvement, higher customer satisfaction and sustainable competitive advantage achieved.



The implementation plan is carried out in a phased manner to mitigate risk and operational disruption. This includes strategic planning, readiness for technology, training staff and pilot implementation and continuous monitoring what you need to do. Such an approach would facilitate effective execution, enhance customer service and drive sustainable organisational effectiveness (Kotter 1996, Tesco PLC 2025).
[bookmark: _Toc233826779]10.3 Implementation Timeline
The time frame for executing the AI-based personalised customer experience array is nearly 18 months. Strategically, it is suggested that this implementation be done in several different phases to reduce the negative impact on operational activities while making effective use of resources and allowing Tesco to assess whether each phase is successful before moving into the next stage. The staged approach also facilitates organisational learning, minimises implementation risks and allows for iterative improvements to be made during the implementation (Kotter, 1996).
Table 10.2: Implementation Timeline (18 Months)
	Implementation Activities
	M1–M2
	M3–M5
	M6–M7
	M8–M10
	M11–M15
	M16–M18

	Strategic planning and project governance
	●
	
	
	
	
	

	Budget approval and resource allocation
	●
	
	
	
	
	

	AI infrastructure development
	
	●
	
	
	
	

	Customer data integration
	
	●
	
	
	
	

	Cybersecurity enhancement
	
	●
	
	
	
	

	Employee training programmes
	
	
	●
	
	
	

	AI system testing
	
	
	●
	
	
	

	Pilot implementation
	
	
	
	●
	
	

	Customer feedback collection
	
	
	
	●
	
	

	Performance evaluation
	
	
	
	●
	
	

	Organisation-wide implementation
	
	
	
	
	●
	

	Continuous performance monitoring
	
	
	
	
	●
	●

	KPI evaluation and optimisation
	
	
	
	
	
	●

	Continuous improvement
	
	
	
	
	
	●


Key: ● = Activity undertaken during the specified period.
Implementation timeline guide: A structured process to follow — Strategic Plan, Technology Preparation and more 3. Ongoing assessment and performance measurement enables the AI-based strategy to continue to best support organisational needs, customer requirements and long-term competitive advantage (Tesco PLC, 2025).
[bookmark: _Toc233826780]10.4 Resource Requirements
The successful implementation of the strategy for AI-driven personalised customer experience in Tesco relies on managing and deploying organisational resources well. As organisations apply more sophisticated artificial intelligence technologies, it will entail not just funding but also talent, technological infrastructure and strong organisational backing. Having these resources available during the implementation stage will be critical to achieving the strategic goals successfully and also reducing operational risks (Johnson et al., 2019; Tesco PLC, 2025).
Resource Requirements
	Resource Category
	Key Resources
	Purpose

	Human Resources
	AI specialists, data scientists, IT engineers, marketing professionals, customer service employees, project managers
	Develop, implement and manage AI systems while supporting customer engagement and organisational change.

	Financial Resources
	AI software investment, cloud infrastructure, employee training budget, cybersecurity expenditure, system maintenance costs
	Finance technology acquisition, staff development and long-term implementation activities.

	Technological Resources
	Artificial intelligence platforms, customer relationship management (CRM) systems, Clubcard database, cloud computing infrastructure, predictive analytics software
	Support customer personalisation, real-time data analysis and operational decision-making.

	Physical Resources
	Office facilities, digital workstations, secure data centres, communication infrastructure
	Provide the physical environment necessary to support implementation and system operations.

	Information Resources
	Customer purchasing data, market intelligence, operational reports, customer feedback and performance dashboards
	Enable informed decision-making, AI model training and continuous performance evaluation.



Implementation of such solutions must have adequate human resources, as well as financial and technological ones. Tesco will require a talented pool of data scientists, IT professionals, marketing specialists and training their employees to aid AI adoption.
The existing Clubcard, CRM and data systems serve as a strong base to achieve personalized experience for customers and operational efficiency (Davenport et al., 2020), while investment in AI, cloud computing, cybersecurity and digital infrastructure is essential.
Efficient allocation of resources will enhance customer care, create better organisational efficiency and even assure competitive edge in the long-run.

[bookmark: _Toc233826781]10.5 Risk Assessment and Mitigation
The AI-driven personalised customer experience strategy at Tesco entails a multitude of strategic and operational risks. Risk management is a critical process in which potential risks need to be identified during early stages of development in order to avert the challenges faced during implementation, safeguard organisational assets; customer confidence and operational resilience (Hillson, 2003; Tesco PLC, 2025).
Risk Assessment and Mitigation Plan
	Risk
	Likelihood
	Impact
	Mitigation Strategy

	Cybersecurity breaches and data theft
	High
	High
	Strengthen cybersecurity infrastructure, implement multi-factor authentication, conduct regular security audits and encrypt customer data.

	Customer data privacy concerns (GDPR compliance)
	Medium
	High
	Ensure full compliance with GDPR, maintain transparent privacy policies and regularly monitor data governance practices.

	Employee resistance to AI adoption
	Medium
	Medium
	Provide comprehensive training programmes, effective communication and change management initiatives to improve employee acceptance.

	Budget overruns during implementation
	Medium
	Medium
	Implement phased budgeting, conduct regular financial reviews and establish contingency funds for unexpected costs.

	Technical system integration failure
	Medium
	High
	Conduct extensive system testing, implement pilot projects and maintain vendor support throughout implementation.

	Low customer acceptance of AI-driven services
	Low–Medium
	Medium
	Gather customer feedback, continuously improve AI recommendations and maintain human customer support alongside AI services.

	AI algorithm bias or inaccurate recommendations
	Medium
	Medium
	Regularly monitor AI performance, retrain algorithms using high-quality data and conduct periodic audits of AI decision-making processes.



The key risks in implementing the above projects are cybersecurity, customer data privacy, employee resistance and technical integration. To successfully implement its AI-driven personalised customer experience strategy, and to mitigate these risks, Tesco should attempt to control them through a robust cybersecurity system along with employee training (training for change management behaviours in the case of AI-based automated decision making) and pilot-testing continuous performance monitoring (Kotter, 1996; Tesco PLC, 2025).
[bookmark: _Toc233826782]10.6 Key Performance Indicators (KPIs)
KPIs — these are quantifiable measures which can be used to assess and evaluate Tesco's strategy of personalising the customer experience with AI. They keep Tesco on track on how to implement while also measuring strategic effectiveness and sustaining continuous improvement in sync with customer care, operational efficiency and long-term competitive advantage (Parmenter, 2020; Tesco PLC, 2025).
Key Performance Indicators
	KPI
	Measurement
	Target
	Strategic Objective

	Customer Satisfaction Score (CSAT)
	Customer satisfaction survey results
	Increase by 15% within 18 months
	Improve customer experience and service quality

	Customer Retention Rate
	Percentage of repeat customers
	Increase by 10%
	Strengthen long-term customer loyalty

	Clubcard Active Users
	Number of active Clubcard users
	Increase by 20%
	Enhance customer engagement and personalisation

	Online Sales Growth
	Percentage increase in online revenue
	Increase by 15%
	Expand digital retail performance

	AI Recommendation Accuracy
	Percentage of successful personalised recommendations
	Achieve 90% accuracy
	Improve personalisation effectiveness

	Customer Complaint Resolution Time
	Average resolution time
	Reduce by 25%
	Improve customer service responsiveness

	Inventory Forecast Accuracy
	Forecasting accuracy using AI
	Improve to 95%
	Optimise inventory management and reduce stock shortages

	Food Waste Reduction
	Reduction in food waste
	Reduce by 10%
	Support sustainability and operational efficiency



While Customer Satisfaction Score, Customer Retention Rate and Clubcard Active Users measure customer engagement and loyalty, AI Recommendation Accuracy, Complaint Resolution Time and Inventory Forecast Accuracy assess the effectiveness of the system.

Growth in Online Sales and Reducing Food Waste measure revenue impact and sustainability. These KPIs also allow for monitoring of implementation, serve to improve performance and enhance organisational success over the long-run.
[bookmark: _Toc233826783]10.7 Implementation Summary
The implementation plan offers an execution roadmap for Tesco's AI-led personalized customer experience strategy via a phased approach with adequate resource allocation to training, risk management and continuous KPI monitoring (Johnson et al., 2019).
The success of implementation goes down to AI, organisational co-ordination, governance and customer relationship management. Data up to October 2023 shows the benefit Tesco gets from new technologies as it enables bigger issues like sustainability efforts, IT systems review and digital transformation which means better personalised customer engagement, operational efficiency and long-term competitive advantage (Tesco PLC, 2025).
Entire Implementation plan has ability to strengthen customer care, providing sustainable growth but also being in line with long-term strategic relations of Tesco.
[bookmark: _Toc233826784]Conclusion
The report analyses Tesco's strategic position, highlighting the strengths of its brand, Clubcard, omnichannel platform and digital capabilities as providing a foundation for sustainable competitive advantage over time. But businesses now face strong competition, fast technology change and customer expectations so executives must always be innovating their strategy.
The strategy which the report considers as best suited is an AI-driven personalised customer experience. This strategy utilises Tesco's digital capabilities and customer data to enhance customer care, operational efficiency and retain loyal customers.
Backed by a phased implementation plan and KPIs, the strategy offers the road-map to ensure sustainable growth & long-term competitive edge.
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