INNOVATION & CUSTOMER JOURNEY ASSIGNMENT
(Part 1 - Introduction + Industry Trends)
Introduction to the Organisation
Tesco is the largest grocery retailer in the United Kingdom and one of the most recognisable retail brands globally. Founded in 1919, Tesco has developed from a traditional market stall operation into a multi-channel retail organisation offering food, clothing, financial services and digital retail solutions. The company operates thousands of stores across the UK and serves millions of customers weekly through both physical and online channels (Tesco, 2024).
In recent years, Tesco has focused heavily on digital transformation and customer-centric innovation, particularly through its online grocery platform and loyalty scheme, Clubcard. The integration of digital technologies into retail operations has enabled Tesco to respond to changing consumer expectations, especially in relation to convenience, personalisation and pricing.
This report critically analyses Tesco’s innovation approach using the Innovation Ambition Matrix and Customer Journey Mapping frameworks. It then proposes a new digital transformation initiative aimed at enhancing customer experience and addressing current operational challenges.
Key Consumer and Industry Trends
The UK grocery retail sector is highly competitive and continuously evolving due to technological, economic and social factors. Several key trends significantly influence Tesco’s strategy and performance.
1. Growth of Digital and Omni-channel Retailing
One of the most important developments in the grocery sector is the rapid growth of online shopping. Following the COVID-19 pandemic, online grocery sales increased substantially and have remained at elevated levels compared to pre-pandemic behaviour (Statista, 2024). Consumers now expect seamless integration between online and offline shopping experiences.
Tesco has responded to this shift by expanding its online delivery capacity and improving its mobile application. However, despite these improvements, issues such as delivery slot availability and website usability continue to affect customer satisfaction.
From a critical perspective, while Tesco has successfully adopted digital channels, competitors such as Amazon have set higher standards in terms of speed, personalisation and logistics efficiency (Klaus, 2013). This creates pressure on Tesco to further innovate.
2. Cost-of-Living Crisis and Price Sensitivity
The UK is currently experiencing a cost-of-living crisis, which has significantly influenced consumer purchasing behaviour. Customers are increasingly prioritising value for money, discounts and promotions (Mintel, 2023).
Tesco has attempted to address this through its Clubcard pricing strategy, offering personalised discounts to loyalty card holders. While this approach has been effective in retaining customers, it also raises concerns regarding over-reliance on price competition rather than differentiation through experience.
According to Kotler et al. (2021), competing primarily on price can reduce long-term profitability unless supported by strong brand value and customer engagement strategies.
3. Demand for Personalisation
Modern consumers expect tailored shopping experiences based on their preferences and behaviours. Advances in data analytics and artificial intelligence have made it possible for retailers to deliver personalised recommendations, offers and communications (Davenport et al., 2020).
Tesco collects vast amounts of customer data through its Clubcard programme. However, the extent to which this data is effectively utilised to create highly personalised experiences remains limited compared to digital-first organisations.
Lemon and Verhoef (2016) argue that customer experience is shaped across multiple touchpoints, and personalisation plays a critical role in enhancing satisfaction and loyalty. Tesco therefore has significant opportunities to improve in this area.
4. Sustainability and Ethical Consumption
Sustainability has become a major concern for UK consumers, with increasing demand for environmentally friendly products and ethical sourcing practices (Euromonitor, 2023).
Tesco has introduced several sustainability initiatives, including reducing plastic packaging and committing to net-zero emissions targets. While these efforts are important, there is growing expectation for retailers to integrate sustainability into the entire customer journey, not just supply chain operations.
This presents both a challenge and an opportunity for Tesco to innovate in areas such as transparent product information and sustainable delivery options.
5. Increasing Competition in the Grocery Sector
The UK grocery market is highly competitive, with traditional supermarkets facing pressure from discount retailers such as Aldi and Lidl, as well as online platforms.
These competitors often operate with lower cost structures and simplified product ranges, enabling them to offer lower prices. As a result, Tesco must balance cost efficiency with innovation and service quality.
Porter (2008) suggests that organisations must choose between cost leadership and differentiation strategies. Tesco’s current approach attempts to combine both, which can create strategic tension if not managed effectively.
Summary of Key Issues Identified
Based on the analysis of industry trends, several challenges for Tesco emerge:
· Increasing expectations for digital convenience and speed 
· Strong demand for personalised experiences 
· Pressure from low-cost competitors 
· Need for greater innovation beyond incremental improvements 
· Rising importance of sustainability integration 
These issues highlight the importance of adopting structured innovation frameworks, which will be explored in Part 1 of this report.
PART 1: ANALYSIS OF INNOVATION & CUSTOMER JOURNEY
1. Innovation Ambition Matrix
The Innovation Ambition Matrix, developed by Nagji and Tuff (2012), is a widely used framework that categorises innovation into three levels:
· Core Innovation – improvements to existing products/services 
· Adjacent Innovation – expansion into new markets or capabilities 
· Transformational Innovation – creation of entirely new business models 
This framework is useful in evaluating whether an organisation is overly focused on incremental innovation or investing sufficiently in future growth.
Application to Tesco
Tesco’s innovation strategy can be analysed across all three categories:
Core Innovation
Tesco demonstrates strong performance in core innovation through continuous improvements to its existing operations.
Examples include:
· Clubcard loyalty programme enhancements 
· Price matching and discount strategies 
· Improvements in in-store layouts and product availability 
These innovations aim to improve efficiency and customer satisfaction within Tesco’s current business model. According to Tesco (2024), the Clubcard system plays a central role in driving repeat purchases and customer loyalty.
However, core innovation is generally low risk and does not significantly differentiate Tesco from competitors. As noted by Nagji and Tuff (2012), over-reliance on core innovation can limit long-term growth.
Adjacent Innovation
Tesco has also expanded into adjacent areas, particularly through digital channels.
Key examples include:
· Online grocery delivery services 
· Click-and-collect options 
· Expansion into financial services (Tesco Bank) 
These innovations allow Tesco to reach new customer segments and provide additional convenience. The growth of online grocery shopping (Statista, 2024) has made this area particularly important.
Despite this, Tesco still faces operational challenges, such as limited delivery slots and inconsistent user experience. This suggests that while adjacent innovation is present, its execution is not always fully optimised.
Transformational Innovation
Transformational innovation is where Tesco appears comparatively weaker.
There is limited evidence of radical innovation that fundamentally changes how customers interact with the brand. While Tesco uses data analytics, it has not fully leveraged advanced technologies such as:
· Artificial intelligence for predictive shopping 
· Fully automated retail experiences 
· Smart ecosystem integration 
In contrast, competitors like Amazon have invested heavily in technologies such as AI, cashier-less stores, and advanced logistics systems (Davenport et al., 2020).
Critical Evaluation
Tesco’s innovation portfolio is heavily weighted towards core and adjacent innovation, with relatively limited transformational initiatives.
This creates several strategic risks:
· Reduced competitive advantage in the long term 
· Vulnerability to disruptive entrants 
· Limited differentiation beyond price and convenience 
However, it also reflects a risk-averse approach, which is common in large, established organisations. While this ensures stability, it may slow down innovation.
Nagji and Tuff (2012) recommend a balanced innovation portfolio (70-20-10 rule), but Tesco appears to underinvest in the transformational category.
2. Customer Journey Mapping (Current State)
Customer journey mapping is a key tool in design thinking, used to understand how customers interact with an organisation across multiple touchpoints (Lemon and Verhoef, 2016).
Current Tesco Customer Journey
The typical customer journey for Tesco (online grocery) can be mapped as follows:
Stage 1: Awareness
Touchpoints:
· TV and online advertising 
· Mobile app notifications 
· Social media 
Customer Experience:
 Customers become aware of Tesco through promotions and brand visibility.
Pain Points:
· Overexposure to generic promotions 
· Lack of personalised messaging 
Gain Points:
· Strong brand recognition 
· Trust in quality and pricing 
Stage 2: Consideration
Touchpoints:
· Tesco website 
· Mobile application 
· Product search features 
Customer Experience:
 Customers browse products and compare options.
Pain Points:
· Inefficient search functionality 
· Limited personalisation 
· Difficulty navigating large product ranges 
Gain Points:
· Wide product selection 
· Competitive pricing 
Stage 3: Purchase
Touchpoints:
· Online checkout system 
· Payment processing 
Customer Experience:
 Customers complete purchases via the website or app.
Pain Points:
· Complicated checkout process 
· Limited delivery slot availability 
· Substitution issues 
Gain Points:
· Convenience of online shopping 
· Multiple payment options 
Stage 4: Delivery
Touchpoints:
· Home delivery service 
· Click-and-collect 
Customer Experience:
 Products are delivered to the customer.
Pain Points:
· Late or missed deliveries 
· Lack of real-time tracking 
Gain Points:
· Time-saving convenience 

Stage 5: Post-Purchase
Touchpoints:
· Emails and receipts 
· Customer service 
Customer Experience:
 Customers receive follow-up communication.
Pain Points:
· Generic offers 
· Limited engagement 
Gain Points:
· Loyalty rewards (Clubcard points) 
Critical Analysis of the Customer Journey
The current Tesco customer journey reveals several important insights:
1. Lack of Personalisation
Despite having access to extensive customer data, Tesco does not fully utilise this information to create tailored experiences. Offers and communications are often generic rather than personalised.
This represents a missed opportunity, as personalisation has been shown to significantly improve customer satisfaction and spending (McKinsey, 2021).
Building on this, the limitation is not the availability of data but rather Tesco’s ability to transform data into actionable insights. Through its Clubcard programme, Tesco collects large volumes of transactional and behavioural data; however, the effectiveness of this data depends on how it is analysed and applied in real time. Davenport et al. (2020) argue that organisations must move beyond data collection towards data-driven decision-making systems that actively shape customer experiences. In Tesco’s case, the relatively standardised nature of its promotions suggests that this transition is not yet fully realised.
Moreover, the absence of advanced personalisation reduces Tesco’s ability to create emotional engagement with customers. According to Lemon and Verhoef (2016), customer experience is not only functional but also emotional, and personalisation plays a key role in making customers feel valued and understood. Without this, interactions remain transactional rather than relational, limiting long-term loyalty.
In comparison, competitors such as Amazon have demonstrated how sophisticated algorithms can deliver highly personalised recommendations, dynamic pricing and tailored communications. This creates a more engaging and efficient shopping experience, setting a benchmark that traditional retailers like Tesco must strive to match.
Therefore, Tesco’s limited use of personalisation can be seen as a strategic weakness, particularly in a market where customer expectations are increasingly shaped by digital-first organisations. To remain competitive, Tesco must invest in advanced analytics and artificial intelligence capabilities that enable real-time, individualised interactions.
2. Digital Friction
Customers experience friction in key stages such as browsing and checkout. Poor navigation and limited delivery options reduce overall convenience.
According to Chaffey (2022), seamless digital experiences are critical in retaining online customers.
Expanding on this, digital friction can be defined as any element within the customer journey that creates unnecessary effort or delays. In Tesco’s case, issues such as inefficient search functionality, complex navigation structures and limited availability of delivery slots disrupt the flow of the customer experience. These inefficiencies not only reduce satisfaction but can also lead to cart abandonment, which directly impacts revenue.
From a theoretical perspective, the concept of customer effort is central to understanding this issue. Research suggests that reducing customer effort is one of the most effective ways to improve loyalty and retention (Lemon and Verhoef, 2016). When customers encounter friction, they are more likely to switch to alternative providers that offer a smoother experience.
Furthermore, digital friction highlights the gap between Tesco’s current capabilities and the expectations of modern consumers. As digital technologies continue to evolve, customers increasingly expect intuitive interfaces, fast loading times and minimal steps to complete transactions. Organisations that fail to meet these expectations risk being perceived as outdated or inefficient.
In comparison, platforms developed by companies such as Amazon have set industry standards for usability and convenience, with features such as one-click purchasing and highly responsive interfaces. This creates a competitive disadvantage for Tesco, as customers may perceive alternative platforms as more efficient and user-friendly.
Additionally, digital friction can have cumulative effects across the customer journey. For example, a poor browsing experience may reduce engagement, while difficulties at checkout may discourage repeat purchases. As such, addressing digital friction is not simply about improving individual touchpoints but ensuring consistency and integration across the entire journey.
3. Limited Real-Time Interaction
Tesco’s current system lacks real-time updates, particularly in delivery tracking and order management. This reduces transparency and customer confidence.
This limitation is particularly significant in the context of service delivery, where uncertainty can negatively affect customer perceptions. Real-time interaction plays a crucial role in managing expectations and enhancing trust, especially in online retail environments where customers are not physically present.
According to Verhoef et al. (2021), digital transformation enables organisations to create more responsive and interactive customer experiences. However, Tesco’s current approach appears to rely on static communication methods, such as email confirmations, rather than dynamic, real-time engagement.
The absence of real-time tracking and updates can lead to frustration, particularly when deliveries are delayed or substitutions occur without prior notice. This not only affects customer satisfaction but may also damage trust in the brand. In contrast, organisations that provide live tracking and instant updates are better able to manage customer expectations and reduce perceived risk.
Moreover, real-time interaction contributes to a sense of control for the customer. When customers can monitor their orders and receive immediate updates, they feel more involved in the process, which enhances overall experience quality. Without this, the service may be perceived as less reliable or transparent.
From a competitive standpoint, many leading digital retailers have already adopted real-time capabilities as standard practice. This further emphasises the need for Tesco to modernise its systems to remain competitive within the evolving retail landscape.
4. Strong Brand but Weak Experience Differentiation
While Tesco benefits from strong brand recognition, the overall customer experience is not significantly differentiated from competitors. This increases the risk of customers switching to alternatives such as Aldi or Lidl.
Although Tesco has established itself as a trusted and reliable brand, brand strength alone is no longer sufficient to secure customer loyalty. In highly competitive markets, differentiation is increasingly driven by the quality of the customer experience rather than price or product range alone (Kotler et al., 2021).
Tesco’s current strategy appears to rely heavily on price-based competition and promotional activity, particularly through its Clubcard scheme. While this approach can attract price-sensitive consumers, it does not create a unique or memorable experience that distinguishes Tesco from its competitors. As Porter (2008) suggests, organisations that attempt to compete on both cost and differentiation may struggle to achieve effectively.
In contrast, discount retailers such as Aldi and Lidl focus on cost leadership, offering limited product ranges at lower prices. This allows them to operate more efficiently and appeal to value-conscious consumers. Meanwhile, digital-first organisations emphasise convenience, speed and personalisation, creating a differentiated experience that goes beyond pricing.
Tesco, positioned between these two strategies, faces the challenge of defining a clear value proposition. Without meaningful differentiation, customers may perceive Tesco as interchangeable with other retailers, increasing the likelihood of switching behaviour.
Furthermore, the lack of experiential differentiation limits Tesco’s ability to build emotional connections with customers. As noted by Lemon and Verhoef (2016), emotional engagement is a key driver of customer loyalty, and organisations that fail to create distinctive experiences may struggle to retain customers in the long term.
Therefore, while Tesco’s brand remains a significant asset, it must be supported by a more innovative and differentiated customer experience. This reinforces the need for transformational initiatives, such as the proposed AI-powered ecosystem, which can enhance personalisation, reduce friction and create a more engaging and distinctive journey.
Opportunities for Digital Innovation
Based on the journey analysis, several opportunities emerge:
· AI-driven personalisation 
· Predictive shopping tools 
· Real-time delivery tracking 
· Simplified checkout processes 
· Integration of voice or smart technologies 
These opportunities form the foundation for the proposed digital transformation initiative in Part 2.
PART 2: DIGITAL TRANSFORMATION INITIATIVE
Proposed Digital Transformation Initiative
Based on the issues identified in Part 1, Tesco should implement an AI-powered Smart Shopping Ecosystem integrated into its existing mobile application and online platform.
This initiative focuses on enhancing customer experience through personalisation, automation and real-time interaction, addressing key weaknesses such as limited personalisation, digital friction and lack of engagement.
Key Features of the Proposed Initiative
1. Predictive Shopping Lists
Using artificial intelligence and historical purchase data from Clubcard, Tesco can automatically generate personalised shopping lists for customers.
· Suggest frequently purchased items 
· Recommend complementary products 
· Adjust suggestions based on seasonality and behaviour 
This reduces customer effort and improves convenience.
According to Davenport et al. (2020), AI-driven recommendations significantly enhance decision-making efficiency and customer satisfaction.
2. Personalised Promotions and Pricing
Instead of generic discounts, customers would receive highly tailored offers based on their preferences and purchasing patterns.
This would:
· Increase conversion rates 
· Improve customer loyalty 
· Maximise effectiveness of promotions 
McKinsey (2021) found that personalisation can increase revenue by up to 15%, highlighting its strategic importance.
3. One-Click Smart Basket
The system would allow users to automatically add recommended items into a “smart basket” with a single click.
This simplifies the purchase stage by:
· Reducing time spent browsing 
· Minimising decision fatigue 
· Improving overall user experience 
This directly addresses the friction identified in the current customer journey.
4. Real-Time Delivery Tracking
Customers would receive live updates on their orders, including:
· Driver location tracking 
· Accurate delivery time windows 
· Instant notifications of delays or substitutions 
This improves transparency and trust, which are critical in-service delivery (Lemon and Verhoef, 2016).
5. Voice and Smart Assistant Integration
Integration with voice technology (e.g. smart home devices) would allow customers to:
· Add items via voice commands 
· Reorder groceries easily 
· Manage shopping lists hands-free 
This reflects emerging trends in digital convenience and accessibility.
Enhanced Customer Journey Map (Future State)
Stage 1: Awareness
New Experience:
· AI-driven personalised notifications 
· Targeted promotions based on behaviour 
Value Created:
· Increased relevance 
· Higher engagement 
Stage 2: Consideration
New Experience:
· Personalised product recommendations 
· Predictive search and filtering 
Value Created:
· Faster decision-making 
· Reduced cognitive effort 
Stage 3: Purchase
New Experience:
· One-click smart basket 
· Simplified checkout 
Value Created:
· Reduced friction 
· Increased conversion rates 
Stage 4: Delivery
New Experience:
· Real-time tracking 
· Dynamic delivery updates 
Value Created:
· Improved transparency 
· Higher customer satisfaction 
Stage 5: Post-Purchase
New Experience:
· Personalised offers based on previous purchases 
· Feedback-driven recommendations 
Value Created:
· Stronger customer relationships 
· Increased repeat purchases 
Value Creation for Tesco
1. Increased Revenue and Basket Size
Personalised recommendations encourage customers to purchase more items. This leads to higher average basket value and improved profitability.
2. Improved Customer Retention
A seamless and personalised experience increases customer loyalty. According to Lemon and Verhoef (2016), positive customer experiences across the journey significantly enhance retention.
3. Competitive Advantage
By investing in AI-driven transformation, Tesco can better compete with digitally advanced organisations such as Amazon.
4. Operational Efficiency
Automation reduces manual processes and improves efficiency in inventory management, order processing and marketing.
Measurement of Success (KPIs)
To evaluate the effectiveness of the initiative, Tesco should track the following:
	KPI
	Measurement

	Conversion Rate
	% increase in completed purchases

	Customer Retention
	Repeat purchase frequency

	Average Basket Value
	Spend per transaction

	App Engagement
	Time spent and usage frequency

	Delivery Satisfaction
	Customer feedback scores


Critical Evaluation of the Proposal
Strengths
· Strong alignment with current digital trends 
· Directly addresses identified customer pain points 
· Enhances both customer experience and operational performance 
Limitations and Risks
1. Data Privacy Concerns
The use of customer data for personalisation raises concerns regarding privacy and compliance with GDPR regulations.
Tesco must ensure transparency and secure data handling to maintain trust.
2. High Implementation Costs
Developing AI systems and integrating them into existing infrastructure requires significant investment.
However, long-term benefits are likely to outweigh initial costs.
3. Technology Adoption Barriers
Some customers may be resistant to adopting new digital tools, particularly older demographics.
Tesco should provide simple interfaces and user support to mitigate this issue.
4. Over-Reliance on Technology
Excessive dependence on automation may reduce human interaction, which remains important in customer service.
A balanced approach is therefore necessary.
Conclusion
This report has critically analysed Tesco using the Innovation Ambition Matrix and Customer Journey Mapping frameworks.
The findings show that Tesco is strong in core and adjacent innovation but lacks transformational innovation. Additionally, the current customer journey contains several pain points, particularly in relation to personalisation, digital friction and delivery experience.
To address these challenges, the proposed AI-powered Smart Shopping Ecosystem offers a practical and strategic solution. By enhancing personalisation, simplifying processes and improving transparency, Tesco can strengthen its competitive position and deliver greater value to customers.
Ultimately, the success of this initiative will depend on effective implementation, data management and continuous evaluation.
Building on this analysis, it is evident that Tesco’s current innovation strategy, while effective in maintaining operational efficiency and short-term competitiveness, may not be sufficient to sustain long-term growth in an increasingly digital and data-driven retail environment. As highlighted by Nagji and Tuff (2012), organisations that fail to invest adequately in transformational innovation risk being disrupted by more agile and technologically advanced competitors. In this context, the comparison with Amazon demonstrates how continuous investment in advanced technologies such as artificial intelligence and automation can significantly enhance customer experience and operational capability (Davenport et al., 2020).
Furthermore, the customer journey analysis illustrates that while Tesco has successfully established multiple touchpoints across the shopping process, the integration and optimisation of these touchpoints remain limited. The presence of digital friction, particularly during the browsing and checkout stages, indicates that the organisation has not fully aligned its digital infrastructure with evolving consumer expectations. According to Lemon and Verhoef (2016), customer experience is cumulative across all interactions, meaning that inefficiencies at any stage can negatively influence overall satisfaction and loyalty.
The proposed AI-powered Smart Shopping Ecosystem directly addresses these limitations by embedding personalisation and automation into the core of the customer journey. This reflects a shift from a transactional retail model towards a more customer-centric and experience-driven approach, which is increasingly recognised as a key determinant of competitive advantage (Kotler et al., 2021). In addition, the integration of predictive analytics and real-time tracking enhances both convenience and transparency, which are critical factors in shaping modern consumer behaviour.
However, it is also important to acknowledge that digital transformation initiatives of this scale involve significant organisational challenges. These include not only financial investment but also the need for cultural change, technological integration and regulatory compliance. Data privacy concerns and adherence to GDPR regulations represent critical considerations that must be carefully managed to maintain customer trust (Verhoef et al., 2021). Failure to address these issues could undermine the potential benefits of the proposed innovation.
In conclusion, while Tesco is currently well-positioned within the UK grocery market, its future competitiveness will depend on its ability to move beyond incremental innovation and embrace more transformative digital strategies. The proposed initiative provides a viable pathway for achieving this by enhancing customer experience, increasing operational efficiency and strengthening long-term customer relationships. If effectively implemented, this approach has the potential to not only address current limitations but also position Tesco as a leader in digital retail innovation.
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