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Introduction
To stay competitive in today's markets, businesses need to be innovative. Businesses today work in situations that change quickly, with new technologies, consumer needs, and market conditions all the time (Farida & Setiawan, 2022). Because of this, businesses need to keep making their products, services, and procedures better to match client expectations and stay ahead of the competition. Design thinking is a big part of this process since it helps you understand how customers feel and come up with ideas that benefit both the company and its customers.
Design thinking is a way to solve problems that focuses on understanding customers, being creative, and trying new innovations (Daymond & Knight, 2023). It pushes companies to figure out what their customers want, come up with new ideas, and try out ways to make their products or services better. Design thinking is used by many successful companies to come up with new digital solutions, make customer journeys better, and adapt to changes in how people act. Tesco uses design thinking to understand customer needs, define problems, generate ideas, test solutions, and improve them. 
This report focuses on Tesco, one of the largest grocery retailers in the UK, operating across physical stores, online platforms, and mobile applications. The UK retail market is highly competitive, with organisations competing on price, convenience, and customer experience. In response, Tesco has invested in a range of innovations, including online grocery services, digital loyalty programmes, and mobile applications to enhance customer engagement.
The aim of this portfolio is to critically analyse Tesco’s approach to innovation and customer experience using the Innovation Ambition Matrix and Customer Journey Mapping frameworks. Part 1 evaluates Tesco’s current innovation strategy and examines the existing customer journey to identify key pain points and opportunities for improvement. Part 2 proposes a digital transformation initiative designed to enhance the customer experience and address the chalenges identified. The report also assesses how this initiative can create value for Tesco and outlines key measures for evaluating its success.

Introduction to the Organization
Tesco is one of the biggest supermarket stores in the UK and a big player in the worldwide retail market. The business has a large number of physical stores and online platforms where clients can buy food, household items, clothes, and a lot of other things. Tesco's key goal is to deliver value, quality, and convenience to customers while also exploring new ideas and ensuring customer satisfaction.
The Tesco Annual Report 2025 says that the company serves millions of clients every week through both stores and online channels. This shows that it has a strong market presence and a huge customer base (Tesco PLC, 2025). The company has a big retail presence, with 4,572 locations around the world, 3,829 of which are in the UK. Tesco also does business in a number of other countries, such as the Republic of Ireland, Slovakia, the Czech Republic, and Hungary (Tesco PLC, 2025). Tesco's large presence in many areas allows them to reach customers in many places while still being the best grocery store in the UK.
Tesco does more than just run regular supermarkets. The corporation runs a variety of businesses that all work together to promote its retail strategy. These are some of them: Tesco Mobile, which provides phone and internet service to more than 5.5 million people; One Stop, a convenience store chain with more than 1,000 locations; and Booker, the UK's largest food and drink wholesaler that sells to stores and catering businesses (Tesco PLC, 2025). Tesco also owns dunnhumby, a worldwide consumer data science company that helps brands and retailers use data to better understand how customers act and optimise their marketing tactics (Tesco PLC, 2025). These new businesses make Tesco stronger overall and help it with its goal of focusing on customers and coming up with new ideas.
Tesco's main goal is to "serve our customers, communities, and planet a little better every day." This shows that the corporation cares about its customers, the environment, and social responsibility (Tesco PLC, 2025). The organization's principles support this goal. They stress putting customers first, treating people with respect, and understanding that even modest changes may have a big impact.
Tesco is still doing well in the retail industry when it comes to money. The company said that in the 2024/25 financial year, group sales were £63.6 billion and adjusted operating profit was £3.1 billion. This was consistent rise from the year before (Tesco PLC, 2025). Tesco had a 28.3% share of the UK grocery market, which made it the clear leader in the UK supermarket industry (Tesco PLC, 2025).
Overall, Tesco's strong market presence, extensive range of products, and ongoing investments in digital platforms and customer insights have helped the company stay ahead of the competition in the retail industry.
Key consumer and industry trends and data that affect the organisation
There are a number of major consumer and market factors that affect how grocery stores in the UK do business and compete with each other. These trends affect what customers expect, how technology develops, and how businesses plan their plans. Tesco needs to know about these trends in order to stay ahead of the competition and keep giving customers what they want.
One of the biggest changes in the supermarket business is that more and more people want to purchase online and use digital retail services. people want to shop in ways that are easy for them, including buying groceries online and having them delivered to their homes or picking them up at stores (Stecuła et al., 2024). Online grocery shopping has risen a lot in the last several years, and it keeps growing as stores put money into digital infrastructure and delivery options. As people get used to buying groceries online and using fast delivery services, research shows that online grocery sales will keep expanding faster than the grocery sector as a whole in the next several years (Research and Markets, 2025).
Digital channels have become a key aspect of Tesco's business plan. Online grocery sales make up a big part of the company's income and have helped it grow a lot in the last several years. About 13.5% of Tesco's UK revenues now originate from online sales. This shows how important digital platforms are becoming in the retail industry (Kivilahti, 2024).
The increased emphasis of pricing and value because of economic pressures and rising living costs is another important development that is affecting the sector. Inflation and uncertainty in the economy have made many people more sensitive to price changes since they have to stick to their budgets. Competition among grocery stores in the UK has been tougher as supermarkets try to get price-conscious customers to shop with them by offering deals, coupons, and price-matching programs (Assosia, 2026). Inflation in supermarket costs has also changed how people buy things. It has made people compare prices more often and look for better deals from stores. Because of this, supermarkets like Tesco are in close competition with bargain stores like Aldi and Lidl, which are still growing in the UK market (Davey, 2025).
Another key development in retail is the rise of data-driven customisation and loyalty programs. stores use customer data to make offers more personal, boost their marketing, and keep customers coming back. Tesco has done very well in this area with its Clubcard loyalty program, which gives customers tailored discounts and lets the corporation learn more about its customers. Retailers can better understand how people shop and make their products and promotions better by using customer data in this way (Fu, 2024).
Also, health and sustainability issues are becoming more important to people when they make buying decisions. Many people now want stores to sell healthier products, have less of an impact on the environment, and encourage responsible sourcing. Because of this, retail businesses are putting money into packaging that lasts, cutting down on food waste, and making healthier products available. Tesco has responded to these requests by starting programs to cut down on plastic packaging, encourage environmentally friendly farming methods, and make healthier food options more widely available (Tesco PLC, 2025).
Lastly, the grocery business in the UK is quite competitive and the types of stores are often changing. Big grocery stores compete with discount stores, online-only stores, and convenience stores. Tesco still has the biggest proportion of the UK grocery market, with about 28–29% of it. This shows that it is still in a strong position even though competition is growing. Discount chains are growing, and prices are still competitive, so merchants need to keep coming up with new ideas to stay ahead of the competition (Danielle, 2025).
Overall, these trends such as digital transformation, price sensitivity, personalization, environmental concerns, and competitive pressure have a big effect on Tesco's strategy and new ideas. Knowing how these industries work will help you understand why stores are putting more money into technology, data analysis, and making the consumer experience better.
Part 1: Tesco’s Approach to Innovation – Innovation Ambition Matrix
Innovation is a key aspect that helps businesses stay competitive in fast-changing and very competitive marketplaces. Businesses need to keep coming up with new ideas, making their current services better, and meeting the needs of their customers as they change. In the retail industry, new ideas often focus on making the customer experience better, adding new technologies, and making operations run more smoothly.
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(Stachel & Musante, 2022)
Nagji and Tuff came up with the Innovation Ambition Matrix, which is a framework that is often used to look at how organisations innovate (Stachel & Musante, 2022). This paradigm divides innovation efforts into three key groups: core innovation, adjacent innovation, and transformational innovation. Core innovations are all about making current products or services better for present customers. Adjacent innovations are when you take what you already do well and apply it to other markets or products. Transformational innovations bring in wholly new products, services, or business models that can have a big impact on how a firm does business. This paradigm helps businesses figure out how to balance little improvements with bigger, more radical innovation projects.
Innovation is very vital for Tesco to keep its edge over other grocery stores in the UK. Over the years, Tesco has put money into both technology and service-based improvements to make things easier for customers and increase its position in the market. The Tesco Annual Report says that innovation has been a part of the company's strategy for a long time. For example, the Clubcard loyalty program was started as a groundbreaking way to learn more about how customers behave and give them customised offers (Tesco PLC, 2025).
Core Innovation
Core innovation refers to improvements made to existing products, services, or processes that enhance value for current customers (Nagji & Tuff, 2012). In Tesco’s case, many innovations focus on improving the shopping experience, increasing convenience, and delivering better value to customers.
One example of core innovation is Tesco’s continuous investment in pricing strategies and loyalty programmes. The company uses initiatives such as Clubcard Prices, Aldi Price Match, and Low Everyday Prices to provide competitive pricing and personalised discounts to customers (Tesco PLC, 2025). These initiatives improve the existing retail offering while helping Tesco remain competitive against other supermarket chains.
Another example is the improvement of product quality and expansion of Tesco’s own-brand product ranges. The annual report highlights that the company launched around 1,000 new products and improved more than 600 existing products during the year, while sales of the Tesco Finest range increased significantly (Tesco PLC, 2025). These types of improvements represent core innovations because they enhance existing offerings rather than introducing entirely new business models.
Adjacent Innovation
Adjacent innovation means using what you already know how to do to create new services, markets, or channels (Nagji & Tuff, 2012). Tesco has come up with a number of fresh ideas that build on its old retail strategy and use its current infrastructure and brand familiarity to reach new customers. 
One big example is Tesco's online grocery shopping and delivery services. Customers can order groceries online and have them delivered to their homes or pick them up at stores. Online shopping has become a key part of the business for Tesco, allowing them to access clients who like to shop online and have their items delivered quickly.
Another example is Whoosh, Tesco's fast delivery service that can get groceries to consumers in as little as 20 minutes. The Tesco Annual Report says that the Whoosh service is currently available in about 1,500 stores. This shows that the corporation is working to make services that are more convenient for customers (Tesco PLC, 2025). This is an example of adjacent innovation because Tesco is using its current store network and logistics to create a new way to deliver goods. While Tesco has good innovations, some are too focused on existing services (core innovation). Competitors may be more advanced in online services, and some new ideas may not fully meet customer needs. However, competitors may offer more advanced digital services, which could reduce Tesco’s competitive advantage.

Transformational Innovation
Transformational innovation is the introduction of new ideas or technology that can change the way a business works in a big way or open up completely new ways for it to grow (Nagji & Tuff, 2012)
Transformational innovations happen less often than incremental advances, but they can provide you a competitive edge for a long time. 
Tesco has been putting more money into data analytics and AI to help people make better decisions and make shopping more personal. Tesco uses its data science subsidiary dunnhumby to gather and analyse a lot of consumer data to learn about purchasing habits and make tailored marketing and product suggestions (Tesco PLC, 2025). This usage of advanced data analytics is a transformative technique since it lets the organization go beyond typical retail methods and get customer insights based on data.
Another new revolutionary project is the growing use of automation and AI in Tesco's supply chain and logistics operations. The corporation employs technology to find the best delivery routes and make operations run more smoothly, which saves money and improves customer service (Tesco PLC, 2025). In the long run, these technologies could have a big impact on how retail businesses are run. 
Overall, Tesco has a balanced approach to innovation in all three areas of the Innovation Ambition Matrix. The corporation puts a lot of effort into key improvements, such making pricing tactics better, products better, and programs that keep customers coming back. At the same time, Tesco keeps coming up with new ideas that are similar to its current ones, such online grocery shopping and fast delivery services, which add to its range of services. Finally, the company is slowly putting money into revolutionary advances, especially in fields like data analytics, automation, and AI. The current customer journey shows how customers shop now highlighting touchpoints, pain points, and customer benefits. Although these innovations are important, they require high investment and may take time to deliver results.

	Innovation Type
	Description
	Tesco Examples
	Purpose / Impact

	Core Innovation
	Improvements to existing products, services, or processes for current customers
	Clubcard Prices, Aldi Price Match, Low Everyday Prices; improvement of own-brand products (e.g. Tesco Finest); product upgrades and quality improvements
	Enhances customer value, improves satisfaction, and maintains competitiveness in the current market

	Adjacent Innovation
	Expanding existing capabilities into new services or channels
	Online grocery shopping; click-and-collect; Whoosh rapid delivery service
	Increases convenience, attracts new customer segments, and expands Tesco’s service offerings

	Transformational Innovation
	New technologies or business models that significantly change operations
	Use of AI and data analytics through dunnhumby; automation in supply chain and delivery optimisation
	Improves long-term efficiency, enables personalisation, and strengthens future competitive advantage




Part 2: Proposed Digital Transformation Initiative and Enhanced Customer Journey
Current Customer Journey Map (Before Improvement)

	Stage
	Customer Actions
	Touchpoints
	Pain Points
	Gains

	Awareness
	Realises need to shop, sees offers
	App, website, ads, emails
	Promotions not always personalised
	Strong brand and frequent offers

	Planning
	Decides what to buy, makes list
	Memory, notes, app
	Time-consuming, items may be forgotten
	Flexible planning

	Shopping
	Searches or browses products
	App, website, store
	Searching takes time, limited personalisation
	Wide product range

	Basket
	Adds items to basket/trolley
	Online basket, store
	Items may be missed, limited suggestions
	Easy product selection

	Checkout
	Completes purchase
	App, website, self-checkout
	Slow process, limited delivery slots
	Multiple payment options

	Delivery
	Receives or collects order
	Delivery, click & collect
	Slot availability issues
	Convenient options

	Post-Purchase
	Receives offers/feedback
	App, email, Clubcard
	Limited personalised follow-up
	Loyalty rewards



After looking at Tesco's innovative efforts and the present customer journey, it is clear that there are many ways to make things easier for customers and get them more involved online. One major problem in the retail industry is that customers often spend a lot of time looking for items, organising their grocery shopping, and deciding what to buy. Tesco already lets customers shop online and get tailored deals through its Clubcard system, but there is still room for improvement in the consumer experience with better digital tools.
According to the analsysi, Tesco should build an AI-powered Smart Grocery Assistant that works with the Tesco mobile app to take advantage of this chance. This digital transformation project would leverage AI and data on what customers buy to help them plan their shopping better, making it more personalised and convenient. This innovation will utilize AI powered innovation management (Agarwal, 2025).
Tesco currently gets a lot of information about its customers through its Clubcard loyalty program and digital platforms. This helps the company learn more about how customers act and what they like (Tesco PLC, 2025). Tesco may use this data and AI technologies to make shopping more tailored and automatic.


Proposed Digital Transformation Initiative
The proposed digital transformation initiative involves introducing an AI-powered Smart Grocery Assistant within the Tesco mobile application. The assistant would analyse customers’ previous purchase data, shopping frequency, dietary preferences, and household consumption patterns in order to provide personalised recommendations and automate parts of the shopping process.
Tesco has already begun investing heavily in artificial intelligence and digital technologies. For example, the company has introduced AI-driven loyalty initiatives and personalised promotions within its Clubcard programme, which are designed to offer customers tailored rewards and incentives based on their shopping behaviour. Additionally, Tesco has recently expanded its investment in artificial intelligence through partnerships with technology companies to develop new AI-based solutions aimed at improving both customer experiences and operational processes. These developments demonstrate that the company already has the technological foundation required to implement more advanced digital solutions such as the proposed Smart Grocery Assistant (RTH, 2024).
Some important aspects of the Smart Grocery Assistant would be: 

Personalised shopping list generation
The device would use machine learning algorithms to look at past purchases and automatically make grocery lists for you. This would make it easier for people to organise their weekly shopping and find things they buy often more quickly. 
Planning meals and giving recipe ideas 
Based on what clients have bought in the past, their dietary preferences, and their nutritional goals, the system would suggest meal plans and recipes. This tool would help people who have trouble planning their meals shop for groceries more easily. 
Automatic basket creation and product recommendations
The Smart Grocery Assistant might automatically add items that a client buys a lot to their basket and suggest other items that go well with those items based on their shopping habits. More and more online stores are using grocery recommendation systems because they assist find connections between products and make buy suggestions more accurate (Laura Z.H. Jansen et al., 2024). 
Health and sustainability recommendations
The system could also advise things that are better for your health or the environment. More and more grocery stores are using AI-based technologies to help customers make healthier food choices and give them customised nutrition advice (Madhumanchi, 2025). 
Smart scheduling of deliveries 
Based on their past buying habits and preferred schedules, customers would get proposed delivery times or click-and-collect options. This would make things easier and cut down on the time it takes to make a decision. 
How the Initiative Adds Value to Tesco
The suggested digital transformation project would give Tesco a number of strategic advantages. 
First, it would make things much easier and more enjoyable for customers. Customers would spend less time looking for things and arranging their food shopping if the planning and buying procedure were easier. Better customer experiences will probably make customers more loyal and encourage them to keep using Tesco's digital offerings.
Second, the Smart Grocery Assistant could make customers more interested in the Tesco mobile app. Retailers are using mobile apps more and more to talk to customers, send them personalised deals, and get them to buy again. Tesco might have a better relationship with its customers and get more people to use its digital platforms if it added more advanced customisation options.
Third, the program could assist boost online sales and the average size of shopping carts. AI-based recommendation systems are common in e-commerce because they make people more likely to buy more things and less likely to leave their shopping carts. Retailers may make more money and get more people to buy things by giving them tailored product recommendations (Envive, 2026).
Fourth, the plan would help Tesco stay ahead of its competitors in the UK food sector. There are a lot of stores in the UK that sell things, both in person and online. More and more stores are using smart technology like AI-powered recommendations, automated supply chains, and personalized marketing to make things run more smoothly and keep customers interested. Tesco can stay at the top of the supermarket business by investing in new digital technologies.
The program would also help Tesco's larger plan to use data to run its stores. Tesco already employs AI and data analytics to make logistics and supply chain management better. For instance, AI is used to increase the accuracy of stock and find the best delivery routes. This helps make sure that products are always available and cuts down on inefficiencies in the business. Adding more AI features to the shopping experience will make Tesco's entire digital transformation plan even stronger. The Smart Grocery Assistant may face challenges such as AI costs, data privacy, and low customer adoption. Tesco has the technology to implement it, but careful planning is needed.














Customer Journey Map
	Customer Journey Stage
	Customer Actions
	Customer Touchpoints
	Pain Points (Current Problems)
	Digital Innovation / Improvement
	Expected Gains

	Awareness
	Customer receives notifications or reminders to shop for groceries
	Tesco mobile app, email, push notifications
	Customers may forget to plan shopping or may not know what to buy
	AI assistant sends personalised reminders and suggests weekly shopping lists based on past purchases
	Customers save time planning their shopping and receive relevant suggestions

	Planning
	Customer plans meals and creates a shopping list
	Tesco mobile app, recipe suggestions, personalised offers
	Planning meals and grocery lists can be time-consuming
	AI assistant generates personalised shopping lists and meal plans automatically
	Easier planning and improved convenience for customers

	Shopping / Product Selection
	Customer searches for products and adds items to the basket
	Tesco website or mobile app
	Customers may spend time searching for products or forget frequently purchased items
	AI automatically adds commonly purchased products and recommends complementary items
	Faster shopping process and more personalised recommendations

	Checkout
	Customer reviews basket and completes payment
	Tesco mobile app checkout system
	Long checkout process or difficulty selecting delivery times
	Simplified checkout process with suggested delivery or collection options
	Faster checkout and improved convenience

	Delivery / Collection
	Customer receives groceries through delivery or click-and-collect
	Delivery service, store collection points
	Limited delivery slots or scheduling inconvenience
	AI recommends optimal delivery times based on previous behaviour
	More convenient delivery scheduling

	Post-Purchase Engagement
	Customer receives feedback request, personalised offers, or future recommendations
	Tesco mobile app, email, loyalty programme
	Customers may not always receive relevant follow-up engagement
	AI provides personalised promotions, shopping suggestions, and reminders
	Stronger customer engagement and loyalty


(Hayes & Downie, 2024)


Measuring the Success of the Initiative
The success of the proposed digital transformation initiative can be measured using several key performance indicators:
· Mobile app engagement – increase in the nmber of active users and frequency of app usage.
· Online grocery sales growth – increase in the percentage of orders placed through the Tesco app or website.
· Customer satisfaction levels – improvement in customer feedback and Net Promoter Score (NPS).
· Average basket value – increase in the average amount customers spend per order.
· Customer retention rate – higher number of repeat purchases and returning customers.
· Conversion rate – increase in the number of customers completing purchases after adding items to their basket.



	





Conclusion
Innovation and digital transformation are essential for maintaining competitiveness in the UK retail sector. This report has demonstrated that Tesco adopts a balanced approach to innovation across core, adjacent, and transformational initiatives, while delivering a generally effective customer journey across both physical and digital channels. However, the analysis also identified key limitations, particularly in the level of personalisation and the time and effort required from customers during the shopping process.
To address these challenges, the report proposed an AI-powered Smart Grocery Assistant integrated into Tesco’s mobile application. This solution is both feasible and strategically aligned with Tesco’s existing data capabilities and digital infrastructure, enabling more personalised, efficient, and convenient shopping experiences.
Overall, the proposed initiative has strong potential to enhance customer satisfaction, increase digital engagement, and drive online sales growth. However, its success will depend on effective implementation, customer adoption, and careful management of data privacy concerns. Continued investment in advanced digital technologies will be critical for Tesco to sustain its competitive advantage in an increasingly technology-driven retail environment.
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