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Tesco PLC: Innovation Analysis and Digital Transformation Proposal
1. Introduction
One of the biggest and most powerful retail companies in the UK, Tesco PLC works in the fiercely competitive and quickly evolving supermarket industry. Since its founding by Jack Cohen in 1919, Tesco has grown from a tiny market stall to a global retailer that serves millions of consumers each week via supermarkets, convenience stores, online grocery platforms and digital services. Although the company's primary business is food retailing, Tesco has broadened its ecosystem by offering services like Tesco Mobile, Tesco Marketplace, and financial services, which allow the business to build stronger bonds with consumers outside of traditional grocery transactions (Tesco PLC, 2025).
The UK food retail sector has seen tremendous change as a result of growing competition, shifting consumer behaviour, and technology advancements. Consumers want businesses to offer convenient, customised, and seamless interactions across numerous channels, as they are no longer restricted to traditional store-based purchasing experiences. The development of mobile applications, automation, artificial intelligence (AI), data analytics, and online grocery shopping has altered how businesses comprehend consumer wants and provide value (Vial, 2019). Because of this, companies like Tesco need to constantly innovate in order to stay competitive and efficiently adapt to changing consumer demands.
Growing competition, changing consumer behaviour, and technological improvements have all contributed to significant changes in the UK food retail industry. Because they are no longer limited to traditional store-based shopping experiences, consumers demand firms to provide easy, personalised, and seamless interactions across many channels. Artificial intelligence (AI), automation, data analytics, mobile applications, and online grocery shopping have all changed how companies understand customer needs and deliver value (Vial, 2019). Because of this, businesses like Tesco must continuously innovate to remain competitive and effectively adjust to shifting customer needs.
However, new difficulties have also been brought about by the retail industry's growing use of digital technologies. Rivals are making significant investments in AI-powered customer experiences, automated fulfilment, and tailored suggestions. Instead than just responding to their requirements, customers are expecting retailers to anticipate them. Tesco must therefore go beyond small-scale enhancements and investigate more revolutionary ideas that could give it a sustained competitive edge.
The Innovation Ambition Matrix and Customer Journey Mapping are two important design thinking and innovation frameworks that are used in this paper to critically assess Tesco's present innovation strategy. Tesco evaluates how it strikes a balance between adjacent and transformative innovation prospects and enhancements to current services using the Innovation Ambition Matrix (Nagji and Tuff, 2012). Tesco's core customers' current experiences are examined using customer journey mapping, which identifies customer touchpoints, pain points, gain points, and potential for digital development (Lemon and Verhoef, 2016).
This research suggests a new digital transformation project aimed at improving Tesco's customer experience and bolstering its competitive position based on the results of these assessments. An AI-driven personal shopping assistant incorporated into the Tesco digital ecosystem is the suggested remedy. By offering individualised recommendations, intelligent shopping support, help with budget management, and more sustainable purchase advice, this program seeks to address major client concerns.
By concentrating on client needs, spotting experience gaps, and coming up with a creative solution that adds value for both clients and the company, the report takes a design thinking stance. The suggested effort shows how Tesco may continue to transform from a traditional supermarket retailer into a digitally enabled, customer-centred organization by fusing digital technology, customer insight, and strategic innovation.

2. Key Consumer and Industry Trends Affecting Tesco
As consumer expectations, technological advancements, and economic constraints alter how consumers engage with retailers, the UK food retail industry is undergoing major structural transformation. Tesco needs to continuously innovate and adapt to changing consumer behaviours while increasing operational effectiveness in order to sustain its market leadership. Tesco's strategic ambitions, innovation choices, and digital transformation prospects are all impacted by these trends, thus it is crucial to comprehend them.
2.1 Growth of Omnichannel Retail and Digital Grocery Shopping
The ongoing expansion of omnichannel shopping is one of the biggest trends affecting Tesco. Consumers are expecting merchants to offer a seamless experience on websites, mobile applications, delivery platforms, and physical locations. Customers now anticipate integration between various touchpoints, such as online product availability checks, app ordering, in-store product pickup, and digital personalised offers, rather than seeing online and offline shopping as distinct channels (Lemon and Verhoef, 2016).
Changes in the retail sector have been accelerated by the rise of online food shopping. Despite a sharp rise in the use of online food shopping during the COVID-19 epidemic, many consumers have stuck with digital channels because of their flexibility and ease of use. Industry data indicates that online grocery retail is still a significant portion of the UK market, with consumers appreciating digital shopping tools, click-and-collect services, and home delivery more and more (Statista, 2025).
In response to this trend, Tesco has made investments in its digital ecosystem, which includes the Tesco Grocery app, Click+Collect services, online ordering platform, and Tesco Whoosh, a fast delivery service. These services show how Tesco is moving toward an omnichannel business model, in which technology helps consumers not just at the point of sale but throughout the entire shopping process (Tesco PLC, 2025).
Tesco has built a robust digital infrastructure, but the difficulty lies in making sure that digital experiences are highly customised in addition to being convenient. Instead of focusing only on product availability, many shops increasingly compete on customer experience. Tesco's ability to efficiently leverage customer data to generate more intelligent and customised interactions will therefore determine its future innovation potential.
2.2 Increasing Demand for Personalisation
One of the main expectations of contemporary consumers is personalisation. Customers' expectations have been shaped by digital platforms like Netflix and Amazon, which offer recommendations based on personal requirements, preferences, and past behaviour. Instead of basic marketing messages, consumers increasingly expect businesses to comprehend their needs and offer pertinent recommendations (Davenport and Ronanki, 2018).
Tesco's Clubcard loyalty program, which gives it access to a wealth of client purchasing data, gives it a major advantage in this regard. Tesco can study consumer activity, comprehend purchasing trends, and offer customised deals thanks to the Clubcard system. Because customer data can be converted into insights that assist better decision-making and consumer engagement, this constitutes a significant competitive capacity (Tesco PLC, 2025).
Tesco has the chance to go beyond customised discounts and instead offer customised experiences. Nowadays, price incentives are the main emphasis of a lot of retail loyalty programs. A more sophisticated strategy would use artificial intelligence to assist consumers with every step of the purchasing process, including budgeting, meal planning, product recommendations, and sustainable purchasing choices.
Retailers can evaluate vast volumes of consumer data and produce insightful results thanks to artificial intelligence. AI-driven systems are able to forecast client requirements, provide recommendations automatically, and enhance decision-making procedures (Huang and Rust, 2021). Tesco may go from reactive retailing to proactive customer service by incorporating AI into the consumer journey.
2.3 Artificial Intelligence and Automation in Retail
Automation and artificial intelligence are revolutionising retail operations by increasing productivity, cutting expenses, and improving consumer experiences. AI is being used by retailers more and more for supply chain optimisation, consumer suggestions, inventory management, and demand forecasting (Davenport and Ronanki, 2018).
Tesco has already incorporated innovation driven by technology into all aspects of its business. Automated distribution procedures, data analytics capabilities, and digital technologies intended to increase the convenience of buying are a few examples. Tesco is able to better respond to client demand while managing intricate supply chains because to these technology (Tesco PLC, 2025).
Customer-facing AI offers a huge potential for future innovation notwithstanding these advancements. While many of Tesco's current digital services offer practical advantages like online ordering and digital coupons, fewer offerings actively support consumers in making decisions. AI-powered digital shopping assistants could close this gap by assisting clients with budget management, product discovery, shopping list creation, and healthy decision-making.
Instead of just adding new technology, this opportunity arises from understanding user concerns, according to design thinking. Understanding how technology may eliminate consumer problems and enhance the entire experience should take precedence above merely adopting technology (Brown, 2008).
2.4 Sustainability and Ethical Consumer Behaviour
As customers, regulators, and investors place more focus on environmental responsibility, sustainability has grown in importance within the grocery retail industry. Consumers are growing increasingly conscious of issues including carbon emissions, food waste, packaging reduction, and ethical sourcing.
Through its Little Helps Plan, Tesco has implemented a number of sustainability efforts, such as pledges to cut carbon emissions, reduce food waste, and enhance ethical sourcing (Tesco PLC, 2025). These programs enhance Tesco's reputation as a brand and help the company's larger environmental goals.
However, because consumers may wish to make environmentally conscious decisions but lack adequate knowledge at the point of purchase, sustainability might provide difficulties for the customer journey. For instance, consumers could find it difficult to recognise sustainable alternatives or comprehend how alternative products affect the environment.
Digital innovation offers a way to deal with this problem. Future digital technologies might offer consumers information about sustainability, suggest eco-friendly goods, and incorporate sustainability preferences into customised purchasing experiences.
2.5 Cost of Living Pressures and Changing Consumer Behaviour
Economic forces have profoundly altered UK consumer behaviour. Rising living costs have encouraged customers to become more price-conscious, compare products more carefully and seek greater value from retailers. While still demanding convenience and quality, consumers are placing a greater emphasis on affordability.
Tesco has responded through initiatives such as Clubcard Prices, which provide exclusive discounts to loyalty members. This strategy strengthens customer relationships while encouraging greater engagement with Tesco’s digital ecosystem (Tesco PLC, 2025).
However, economic pressures also create opportunities for innovation. Digital technologies that assist clients manage budgets, uncover savings and optimise purchases could bring additional value. An AI-powered shopping assistant could support customers by recommending affordable alternatives, reducing food waste and helping households plan purchases more effectively.

2.6 Summary of Key Trends
The analysis identifies several important trends influencing Tesco’s innovation strategy:
	Industry Trend
	Impact on Tesco
	Innovation Opportunity

	Omnichannel retail growth
	Customers expect seamless online and offline experiences
	Improved digital customer journey

	Personalisation
	Consumers expect relevant recommendations
	AI-driven customer support

	Artificial intelligence
	Increased competition from technology-enabled retailers
	Intelligent shopping assistant

	Sustainability
	Customers want responsible purchasing options
	Digital sustainability guidance

	Cost-of-living pressures
	Greater demand for value and savings
	AI budgeting and price optimisation



All things considered, these patterns show that Tesco works in a market where customer experience, digital prowess, and innovation are becoming more and more important for competitive advantage. Even if Tesco has built solid digital foundations, there are still chances to produce more intelligent, individualised, and customer-focused services. The Innovation Ambition Matrix and Customer Journey Mapping frameworks are used in the next section to assess Tesco's present innovation strategy and pinpoint particular areas that could undergo change.





3. Part 1: Analysis of Tesco’s Approach to Innovation
3.1 Introduction to Tesco’s Innovation Approach
 As businesses deal with shifting consumer expectations, technological upheaval, and heightened competition, innovation has emerged as a crucial strategic asset in the retail industry. For big-box retailers like Tesco, innovation encompasses more than just introducing new products; it also includes streamlining operations, improving customer experiences, and generating new business models. Organisations must strike a balance between investing in future prospects and enhancing current capabilities in order to achieve successful innovation (Tidd and Bessant, 2021).
Tesco's innovation approach combines digital transformation projects with small-scale enhancements. In the past, the company has concentrated on leveraging technology to increase client loyalty, efficiency, and convenience. The creation of Clubcard, online grocery shopping, self-service technologies, Scan as You Shop, and data-driven marketing are a few examples. These programs show how Tesco might use innovation to improve its current etail model.
But innovation in the contemporary retail setting calls for more than just operational enhancements. By providing more customised, convenient, and predictive services, digital competitors have raised customer expectations. Tesco must thus think about how it may employ cutting-edge technologies, including artificial intelligence (AI), to advance toward more revolutionary innovation.
To evaluate Tesco’s innovation portfolio, the Innovation Ambition Matrix developed by Nagji and Tuff (2012) is applied. This framework categorises innovation activities into three levels:
1. Core innovation – improvements to existing products, services and processes. 
2. Adjacent innovation – expansion into related markets or customer segments. 
3. Transformational innovation – creation of fundamentally new products, services or business models. 
The framework enables analysis of whether Tesco has an appropriate balance between improving current operations and developing future opportunities.




3.2 Tesco Innovation Ambition Matrix
Figure 1: Tesco Innovation Ambition Matrix
	Innovation Category
	Definition
	Tesco Examples
	Strategic Evaluation

	Core Innovation
	Improving existing products, services and processes
	Clubcard loyalty programme, Tesco Grocery App, self-service checkouts, Scan as You Shop, online ordering
	Strong capability; improves convenience, efficiency and customer retention

	Adjacent Innovation
	Applying existing capabilities to new markets or customer needs
	Tesco Whoosh, Tesco Mobile, Tesco Bank, Click & Collect, Marketplace
	Expands Tesco’s ecosystem and increases customer engagement

	Transformational Innovation
	Creating new experiences, technologies or business models
	AI-powered customer services, automated fulfilment, predictive shopping technologies
	Significant opportunity for growth; currently less developed from a customer perspective



3.3 Core Innovation: Strengthening Existing Retail Capabilities
The majority of Tesco's innovation efforts are focused on core innovation. By boosting customer convenience and efficiency, these programs aim to improve the current supermarket paradigm.
The Tesco Clubcard loyalty programme is a prime example. Since its launch in 1995, Clubcard has evolved from a conventional rewards program into a significant source of consumer data. Tesco can offer customised promos and understand client preferences thanks to the program's ability to gather and analyse purchasing behaviour. This illustrates how Tesco has developed a data-driven capacity out of a conventional loyalty system (Tesco PLC, 2025).
From a design thinking standpoint, Clubcard shows that it understands the demands of its customers by catering to their wants for value, discounts, and customised offerings. But at the moment, its primary concentration is still on transactions. Discounts are given to customers based on their past purchases, however the system offers little assistance during the entire purchasing process.
Tesco's investment in online retailers is another illustration of core innovation. Customers may explore items, manage shopping lists, view specials, and make purchases from a distance with the Tesco Grocery App. This helps meet evolving customer demands for flexibility and ease of use..
Digital platforms have made supermarket shopping more accessible, but they still don't completely address customer complaints. Consumers may still need to invest a lot of time in meal planning, budget management, and product selection. As a result, while Tesco's current digital innovations enhance the process, the consumer experience is not entirely redesigned.
This draws attention to a significant flaw in Tesco's primary innovation approach. Even though little changes are important, relying too much on core innovation could let rivals with more sophisticated digital skills provide better consumer experiences.
3.4 Adjacent Innovation: Expanding Tesco’s Ecosystem
Extending current organisational skills into related domains is known as adjacent innovation. Tesco has shown a great deal of interest in this area by creating services to go along with its main supermarket operation.
An illustration of neighbouring innovation is the Tesco Whoosh. The rapid delivery service allows clients to obtain specific food products in a short amount of time in response to the growing demand from customers for speed and convenience. Through this effort, Tesco may use its current store network as fulfilment facilities and compete with specialised rapid delivery suppliers.
In a similar vein, Tesco Mobile and Tesco Bank show how Tesco has expanded into new markets by utilising its dependable brand and client connections. These services offer more customer data sources and chances for enhanced customer connection.
Tesco's related advancements are beneficial from a strategic standpoint since they fortify its larger ecosystem. Consumers are more likely to form closer bonds with Tesco if they use several of its offerings. This promotes client retention and expands cross-selling opportunities.
Adjacent innovation, however, also poses difficulties. It takes a substantial investment and successful integration to expand into several service sectors. Customers may encounter disjointed interactions in the absence of a unified digital experience across various providers. As a result, Tesco needs to make sure that a cohesive customer experience strategy connects its ecosystem.

3.5 Transformational Innovation: Future Opportunities for Tesco
Creating radically different experiences or business models is a key component of transformational innovation. Tesco has less obvious instances of revolutionary customer-facing innovation when compared to core and adjacent innovation.
The company has made large investments in operational innovations, such as supply chain innovation, data analytics, and automation. These advancements boost productivity and help Tesco run a complicated retail network. Nonetheless, there are more and more chances for transformative innovation in the consumer experience.
One way Tesco may create transformational innovation is through artificial intelligence. AI systems are able to monitor consumer behaviour, forecast future requirements, and offer tailored recommendations. Future retail experiences might be more proactive, with technology supporting consumers throughout the decision-making process, as opposed to customers actively looking for products (Huang and Rust, 2021).
To generate customised shopping recommendations, an AI-powered personal shopping assistant might, for instance, examine past purchases, dietary preferences, household needs, and financial constraints. By switching from selling goods to offering intelligent shopping assistance, this would mark a substantial departure from Tesco's current business model.
Transformational innovation should start with client concerns rather than technological potential, according to design thinking. According to Brown (2008), successful innovation happens when businesses combine customer desirability, technological feasibility, and business viability.
As a result, Tesco has a chance to implement AI not just because it's a new technology but also because it solves certain customer issues that have been found during the purchasing process.





3.6 Critical Evaluation of Tesco’s Innovation Strategy
Tesco's innovation portfolio is mostly balanced, however it is still disproportionately skewed toward core and related innovation.
Among the organization's advantages are:
• Robust Clubcard customer data capabilities. 
• A substantial investment in digital infrastructure. 
• Well-established omnichannel retail skills. 
• Robust brand trust and customer relationships. 
Nonetheless, a number of flaws might be found:
Limited transformational customer experiences
Although Tesco uses technology extensively, many innovations focus on improving efficiency rather than fundamentally changing the customer experience.
Underutilisation of customer data
Tesco possesses significant customer information but has further opportunities to transform data into personalised experiences.
Reactive rather than proactive customer support
Customers can buy more conveniently with current digital services, but they don't offer much help with decision-making.
Tesco could use design thinking ideas to find solutions that pinpoint customer annoyances and produce less labour-intensive experiences. The company has the digital infrastructure, customer data, and resources needed to create further revolutionary inventions.



3.7 Current Customer Journey Mapping
Customer Journey Mapping is a design thinking tool used to visualise the complete customer experience across multiple touchpoints. It enables organisations to understand customer behaviours, emotions and challenges throughout the journey (Lemon and Verhoef, 2016).
The current Tesco customer journey is mapped below:
Figure 2: Current Tesco Customer Journey Map
	Journey Stage
	Customer Activity
	Tesco Touchpoints
	Customer Gains
	Customer Pain Points
	Digital Opportunity

	Awareness
	Customer recognises shopping need
	Advertising, social media, Tesco website
	Familiar brand, promotions
	Marketing may not feel personalised
	AI-driven personalised communication

	Planning
	Customer creates shopping list
	Tesco App, website, previous purchases
	Convenience and access to products
	Time-consuming planning process
	AI shopping list creation

	Product Search
	Customer finds products
	Website, app, physical store
	Large product range
	Difficult to compare options
	Intelligent product recommendations

	Purchase
	Customer completes transaction
	Checkout, self-service, online payment
	Multiple payment options
	Waiting times and decision fatigue
	Automated checkout and smart baskets

	Delivery/Collection
	Customer receives order
	Home delivery, Click & Collect
	Convenience
	Product substitutions and delivery availability issues
	Predictive substitutions and live updates

	Post-Purchase
	Customer continues relationship
	Clubcard, emails, app notifications
	Rewards and discounts
	Generic offers
	Personalised recommendations



3.8 Customer Journey Analysis: Pain Points and Opportunities
Numerous potential for digital innovation are highlighted by the customer journey analysis.
The planning phase is when the first significant problem arises. It takes a lot of mental work to shop for groceries, especially for families who have to manage weekly meal plans, dietary restrictions, and budgets. Although Tesco now offers shopping list creation tools, customers are still in charge of making the majority of the decisions.
Product discovery is the second obstacle. Tesco has thousands of products, so it could be hard for customers to find what they want. Customised suggestions could make this procedure easier by assisting clients in finding pertinent goods..
Post-purchase involvement is the third challenge. Even if Clubcard offers incentives, there are still chances to build stronger bonds through proactive assistance and tailored guidance.
These results show that rather than just increasing transactional efficiency, Tesco's next phase of innovation should concentrate on enhancing the emotional and decision-making components of purchasing.
As a result, the analysis serves as the basis for Part 2, which will suggest a digital transformation project to deal with these customer issues.

4. Part 2: Proposed Digital Transformation Initiative and Value Creation for Tesco
4.1 Introduction to the Proposed Digital Transformation Initiative
Through programs like Clubcard, online grocery services, Scan as You Shop, and Tesco Whoosh, Tesco has created significant capabilities in core and adjacent innovation, according to the research in Part 1. Convenience, operational effectiveness, and consumer involvement have all been enhanced by these improvements. However, the customer journey study also revealed a number of shortcomings in Tesco's present digital experience, especially in regard to decision-making, shopping preparation, and customisation.
Even though Tesco's Clubcard ecosystem gathers a lot of consumer data, a large portion of the present customer experience is still reactive. Consumers still have to organise their purchases on their own, look through thousands of items, and decide on sustainability, nutrition, and cost. Tesco now has the chance to go beyond transactional digital services and build a more proactive, intelligent, and customer-focused experience.
This research suggests creating a Tesco AI Personal Shopping Assistant (TAPSA) based on these discoveries. Using artificial intelligence, machine learning, and consumer data analytics, this project would be incorporated into the current Tesco Grocery App and offer individualised shopping assistance throughout the customer journey.
Because it starts by identifying client needs rather than introducing technology aimlessly, the suggested project is in line with design thinking concepts. Design thinking places a strong emphasis on comprehending users, identifying issues, coming up with original solutions, and testing changes on a regular basis (Brown, 2008). In Tesco's instance, the issue is not just that more digital technology is required, but also that customers must put in less work and have a more fulfilling shopping experience.
4.2 Overview of Tesco AI Personal Shopping Assistant (TAPSA)
Within the Tesco app, the Tesco AI Personal Shopping Assistant would serve as a virtual shopping partner. The system would examine consumer data, such as:
• Past purchasing patterns 
• Preferences for food 
The size of the household 
• Budgetary specifications 
• Favourite items 
• The frequency of shopping 
• Preferences toward sustainability 
• Seasonal trends in purchases 
TAPSA would use artificial intelligence to provide tailored recommendations and help consumers with their food shopping..

The initiative would include five main features:

1. Intelligent Shopping List Creation
Customers currently have to manually make grocery lists using their memories, past purchases, or meal plans. This procedure can be labour-intensive and time-consuming.
TAPSA would automatically produce recommended shopping lists according to:
• Past purchasing patterns 
• Frequently acquired goods 
• Needs for the household 
• Seasonal activities coming up 
For instance, the AI assistant might automatically recommend milk, bread, and breakfast items to a consumer before they start shopping if they buy these items on a weekly basis.
This increases convenience and lessens client effort.
2. AI Meal Planning and Product Recommendations
For many consumers, meal planning is a major burden. Consumers have to take into account available ingredients, pricing, nutrition, and preferences.
Weekly meal recommendations from TAPSA could be based on:
• Dietary preferences of customers 
• Budgetary restrictions 
• Current specials 
• Tesco products available 
For instance, meal recommendations that optimise value and minimise food waste could be provided to a client with a tight weekly budget.
As a result, Tesco now helps customers make judgements about what to buy rather than just selling goods..

3. Personalised Budget Management
The challenge of rising living expenses has raised consumer demand for value and affordability. TAPSA could assist clients by finding ways to reduce costs.
The system may:
• Suggest less expensive alternatives 
• Draw attention to pertinent Clubcard savings 
• Examine product costs 
• Make recommendations for less food waste 
For instance, TAPSA may suggest a Tesco own-brand substitute if a consumer frequently buys a high-end branded item.
This would increase consumer trust while fortifying Tesco's value proposition.
4. Sustainability Guidance
Consumers are becoming more conscious of sustainability, however many are uninformed while making a purchase.
TAPSA might offer suggestions for sustainability by:
• Emphasising carbon-efficient substitutes 
• Recommending seasonal goods 
• Giving information about packaging 
Assisting clients in minimising food waste 
Customers might view environmental indicators or get recommendations for more sustainable options when choosing products, for instance.
This helps consumers make wise choices and advances Tesco's sustainability goals.

5. Predictive Reordering and Voice Shopping
Predictive ordering features may be added to future iterations of TAPSA.
Based on past purchasing trends, the AI might determine when clients are likely to require particular things.
As an example:
"You typically buy coffee every three weeks. Do you want to add your preferred brand to your shopping cart?
Customers may be able to add items while doing other tasks with voice capabilities, which would further minimise the effort required for shopping.


4.3 Strategic Value of the Initiative for Tesco
The proposed initiative creates value for Tesco across three key areas: customer experience, operational performance and competitive advantage.

Improving Customer Experience
The primary benefit of TAPSA is the creation of a more personalised and convenient customer journey.
Because customers are increasingly evaluating businesses based on the quality of interactions rather than just items and pricing, customer experience has emerged as a critical competitive aspect in the retail industry (Lemon and Verhoef, 2016).
The program enhances the client experience through:
• Spending less time organising purchases 
• Facilitating product discovery 
• Offering pertinent suggestions 
• Encouraging smarter purchase choices 
• Developing a more customised connection with Tesco 
This encourages the shift away from conventional retail and toward customer-focused digital ecosystems.
Increasing Customer Loyalty
Tesco’s Clubcard programme already provides a strong foundation for customer loyalty. However, loyalty in modern retail increasingly depends on emotional connection and personalised value rather than discounts alone.
By using AI to provide meaningful assistance, Tesco could strengthen customer relationships and increase switching costs. Customers who rely on TAPSA for meal planning, budgeting and shopping recommendations may become more connected to Tesco’s ecosystem.
This would increase:
· App engagement 
· Repeat purchases 
· Customer retention 
· Clubcard participation 

Increasing Revenue Opportunities
· Financial gains could potentially result from the project.
· By encouraging customers to find relevant products, personalised recommendations can expand the size of their baskets. For instance, TAPSA can suggest complementing goods like sauces, vegetables, or ingredients if a consumer frequently buys pasta.
· According to research, AI-driven customisation can increase marketing efficacy by providing more pertinent client experiences (Huang and Rust, 2021).
· Possible effects on revenue consist of:
· • A higher average transaction value 
· Increased rates of conversion 
· • Increased usage of Tesco's web services 
· • Increased efficacy of promotion 

Improving Operational Efficiency
TAPSA can assist Tesco operations even though its primary focus is on the customer experience.
Data on customer purchases produced by AI interactions should be improved:
• Forecasting demand 
• Managing stocks 
Planning for inventories 
Efficiency of the supply chain 
Tesco can more precisely predict demand and cut waste by having a better grasp of consumer behaviour.


4.4 Implementation Strategy
A successful digital transformation requires careful implementation. Tesco should introduce TAPSA through a phased approach.

Phase One: Pilot Development
Developing and testing the AI assistant with a chosen sample of Tesco consumers would be the first step.
Among the activities would be:
• Creating algorithms for AI recommendation 
• Examining usability 
• Gathering client feedback 
• Assessing levels of engagement 
This phase's goal would be to find issues prior to a full-scale rollout.
Phase Two: Digital Integration
. TAPSA would be incorporated into Tesco's current platforms in the second phase.
Integration domains consist of:
• The Tesco Food App 
The Clubcard 
• An online marketplace 
• Delivery assistance 
Customers would have a connected digital journey as a result.

Phase Three: Full Rollout and Continuous Improvement
Tesco may extend TAPSA throughout its clientele when testing is successful.
Constant improvement would entail:
Keeping an eye on client feedback 
Enhancing the precision of recommendations 
• Increasing AI's capabilities 
• Creating voice and predictive shopping functions 
This illustrates how design thinking is iterative, with solutions being improved in response to user input (Liedtka, 2015).

4.5 Risks and Challenges
Although TAPSA provides significant opportunities, Tesco must consider potential challenges.
Data Privacy
Customer data is a major component of the initiative. Tesco is required to maintain transparency about the collection and use of consumer information and to ensure compliance with UK GDPR requirements.
Clients ought to be in charge of:
Permissions to data 
• Customisation options 
• Advice from AI 
Customer Trust
Some customers may be uncomfortable with AI making purchasing suggestions. Tesco must ensure recommendations remain supportive rather than intrusive.
The system should explain why recommendations are made to maintain transparency.

Digital Inclusion
The degree of digital confidence varies among clients. Tesco needs to make sure that digital innovation enhances rather than replaces current services and that traditional shopping options are still accessible.

4.6 Measuring Success: Key Performance Indicators
The success of TAPSA should be measured using both customer and organisational metrics.
	Objective
	KPI
	Target Measurement

	Increase digital engagement
	Tesco app usage
	20% increase within first year

	Improve customer loyalty
	Repeat purchase rate
	15% increase

	Improve customer satisfaction
	Customer Satisfaction Score
	Increase by 10%

	Increase personalisation effectiveness
	Recommendation acceptance rate
	Above 35%

	Increase basket value
	Average online basket size
	10% growth

	Improve efficiency
	Shopping journey completion time
	Reduce by 30%

	Support sustainability
	Sustainable product adoption
	Year-on-year increase


These measurements provide Tesco with evidence of whether the initiative creates both customer and organisational value.

4.7 Enhanced Future Customer Journey Map
Figure 3: Future Tesco Customer Journey with AI Personal Shopping Assistant
	Journey Stage
	Customer Experience
	Digital Touchpoint
	Improved Outcome

	Awareness
	Customer receives relevant suggestions based on needs
	AI notifications, personalised marketing
	More meaningful engagement

	Planning
	AI creates personalised shopping list and meal plan
	Tesco App + AI assistant
	Reduced planning effort

	Product Discovery
	AI recommends suitable products and alternatives
	Smart search and recommendations
	Easier decision-making

	Purchase
	Customer completes personalised basket quickly
	One-click checkout
	Faster shopping experience

	Delivery
	AI provides updates and predicts substitutions
	Delivery tracking
	Greater confidence

	Post-Purchase
	Customer receives insights and future recommendations
	Clubcard + AI assistant
	Stronger loyalty relationship



4.8 Comparison Between Current and Future Journey
Tesco's customer journey would become a relationship-based digital experience instead of primarily a transactional one under the proposed transformation.
Customers on the present journey must:
Determine needs on your own 
• Look for products 
• Evaluate possibilities 
Making shopping lists 
Manage budgets by hand. 
The trip ahead allows Tesco to:
• Recognise client requirements 
• Offer individualised help 
• Cut down on decision-making effort 
• Foster ongoing involvement 
This signifies a shift from conventional retail innovation to digital transformation focused on the needs of the client.




5. Conclusion
Through the use of design thinking principles, this paper has critically assessed Tesco PLC's innovation strategy and found prospects for future digital transformation. Tesco operates in a retail environment that is changing quickly due to technological advancements, shifting consumer expectations, and competition challenges, all of which need for constant innovation, as the data shows. Through its investments in digital platforms, consumer data, and omnichannel retail services, Tesco, one of the biggest retailers in the UK, has significantly increased its capacity for innovation.
Tesco has made significant progress in both core and related innovation, according to the Innovation Ambition Matrix. The Clubcard loyalty program, the Tesco Grocery App, self-service technologies, and online shopping platforms are examples of core innovations that have increased customer convenience and operational efficiency. Tesco's capacity to expand its current capabilities into related services and build a larger client ecosystem is demonstrated by adjacent inventions like Tesco Whoosh, Tesco Mobile, and Tesco Bank.
Tesco, however, has less instances of revolutionary, customer-facing innovation, according to the report. Although the company has made investments in automation, data analytics, and operational technology, there is still a chance to leverage these resources to develop more sophisticated and customised client experiences. As rivals and digital-first businesses continue to elevate customer expectations through recommendation engines, artificial intelligence, and highly personalised services, this is becoming more and more crucial.
Several significant issues with Tesco's present customer experience were found by the Customer Journey Mapping investigation. Despite Tesco's easy digital channels, consumers still struggle with budgeting, product discovery, shopping preparation, and making sustainable purchasing selections. These issues show that rather than actively supporting consumers during their decision-making process, Tesco's current digital solutions mainly facilitate transactions.
The Tesco AI Personal Shopping Assistant (TAPSA), a digital transformation project intended to improve the customer journey using artificial intelligence and customisation, was suggested in this research as a solution to these problems. The suggested solution would work with Tesco's current digital ecosystem, specifically the Tesco Grocery App and Clubcard program, to offer consumers customised shopping lists, meal planning assistance, budget suggestions, sustainability advice, and predictive ordering features.
From the standpoint of design thinking, TAPSA highlights how crucial it is to generate innovation based on client demands rather than just technology. By lowering effort, increasing convenience, and boosting engagement, the project directly addresses customer issues found by trip mapping. Increased customer loyalty, better app engagement, higher basket values, better customer insights, and stronger competitive differentiation are just a few of the organisational benefits Tesco might receive from the solution.
Effective implementation, appropriate use of consumer data, and ongoing improvement based on customer input are all necessary for this digital transition to be successful. Tesco must make sure that the use of AI upholds consumer confidence, safeguards privacy, and is still available to all customer segments. In order to ensure that technology improves rather than replaces the consumer relationship, a human-centered approach will be crucial.
All things considered, Tesco has the assets, consumer information, and technological know-how needed to lead the way in AI-enabled retail experiences. Tesco can enhance its standing in the UK grocery industry and provide consumers with a more customised, practical, and sustainable future shopping experience by going beyond incremental improvements and investing in transformative innovation.
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