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[bookmark: _Toc224481684]1. Introduction
Tesco PLC is one of the most significant companies in the European retail industry and the biggest supermarket store in the United Kingdom. Since its foundation by Jack Cohen in 1919, Tesco has expanded from a modest market stall business to a global retail conglomerate with thousands of locations and millions of weekly consumers. Hypermarkets, supermarkets, convenience stores, and internet commerce platforms are just a few of the retail formats in which the company works. Tesco has maintained a strong presence in both urban and suburban markets while reaching a wide spectrum of consumer categories because of this diverse retail structure. Tesco continues to have the biggest share of the UK grocery industry and has greatly increased its digital retail capabilities in recent years, according to the company's most recent annual report (Tesco, 2024).
Tesco has a major influence on the competitive dynamics of the UK retail sector due to its size and market dominance. However, the quick development of digital technology, the expansion of e-commerce, and the rise of bargain stores have made the grocery industry more complicated. By lowering costs and streamlining product lines, companies like Aldi and Lidl have upended conventional supermarket models, compelling long-standing merchants to reconsider their strategic priorities. Because of this, companies like Tesco need to constantly innovate to stay competitive and meet changing customer demands.
Because it enables businesses to increase operational efficiency while also improving consumer experience, digital innovation has become especially significant in the retail industry. To enhance decision-making and optimise supply chain operations, retailers are investing more in cutting-edge technology like automation, data analytics, and artificial intelligence. Organisations that successfully execute digital transformation initiatives are better positioned to adjust to shifting market conditions and provide long-term value for customers, claims Rogers (2016). Digital technologies provide Tesco with the chance to increase forecasting accuracy, customise marketing messaging, and develop more effective logistical systems.
Innovation goes beyond creating new goods and services for major retailers like Tesco. Rather, innovation frequently entails refining consumer experiences, enhancing operational procedures, and using data to produce strategic insights. Through programs like Clubcard loyalty program, self-checkout technology, and online grocery delivery services, Tesco has traditionally shown that it has great strengths in this sector. The company's client relationships have been strengthened, and operational efficiency has increased because to these improvements.
The connection between retailers and customers has also undergone a significant transformation due to the rise of omnichannel retailing. Consumers today expect to engage with companies through a variety of digital and physical channels, such as websites, mobile applications, and physical stores. To provide seamless customer experiences, this change has forced merchants to connect their online and offline operations (Verhoef et al., 2015). In response to this trend, Tesco has made significant investments in digital infrastructure and expanded its e-commerce platform to provide click-and-collect and home delivery services.
This study uses two design thinking frameworks to critically assess Tesco's innovation strategy. Tesco's existing innovation portfolio is first evaluated using the Innovation Ambition Matrix to ascertain whether its projects fall into the categories of core, adjacent, or transformational innovations. Second, customer journey mapping is used to assess the current customer experience and pinpoint important points of contact between the company and its clients. This analysis reveals places where digital innovation could provide value and indicates several problems with the current customer journey.
The research suggests a new digital transformation project aimed at improving Tesco's customer experience by incorporating artificial intelligence and predictive analytics technology based on the evaluation's findings. In addition to enhancing operational performance and supply chain efficiency, the planned effort seeks to provide customers with a more seamless and personalised shopping experience. Tesco can maintain its competitive edge in the UK retail market and keep providing creative, customer-focused solutions in an increasingly digital economy by utilising sophisticated data analytics and automation skills.
[bookmark: _Toc224481685]2. Industry and Consumer Trends
Over the past ten years, the UK grocery retail sector has seen significant changes due to advancements in technology, shifting consumer preferences, and heightened competition. The competitive landscape in which Tesco operates has changed as a result of these structural shifts, and traditional supermarket chains now must modify their tactics to stay competitive. The rapid growth of online grocery shopping, the growing significance of data analytics and customisation, growing worries about sustainability, and the ongoing development of price-focused discount stores are some of the major themes now influencing the retail environment.
The fast expansion of online grocery shopping is one of the biggest factors influencing the supermarket industry. As consumers place higher value on convenience, flexibility, and time efficiency when making purchases, digital retail channels have grown dramatically. Customers can browse products via websites or mobile applications, compare pricing, and schedule click-and-collect or home delivery services from nearby retailers using online grocery platforms. Advances in digital payment systems and logistics infrastructure have expedited this movement in consumer behaviour towards digital purchases. According to research, grocery sales in the UK are growing annually, especially among younger consumer segments that feel more at ease utilising digital technology for regular purchases (Statista, 2024). Retailers must therefore make sure that their digital platforms are dependable, easy to use, and able to manage high transaction volumes during periods of high shopping demand.
The growing use of advanced analytics and customer data in the retail sector is another significant development. Through loyalty programs, mobile applications, and online shopping platforms, retail firms increasingly gather enormous volumes of data about consumer behaviour. This information offers insightful information on product demand, consumer preferences, and purchase trends. One of the most advanced customer data systems in the retail industry is Tesco's well-known Clubcard loyalty program. Tesco can create customised product recommendations and focused marketing efforts that improve customer engagement by assessing the data gathered through this initiative. Due to consumers' growing expectations for relevant and customised shopping experiences that represent their unique preferences, personalisation has emerged as a crucial competitive feature in contemporary retail environments (Davenport, 2018). Retailers are therefore in a better position to improve customer connections and boost long-term loyalty if they can use data analytics successfully.
Another significant concern in the grocery retail industry is sustainability. Customers are becoming more conscious of how food production, packaging, and transportation affect the environment and society. Because of this, a lot of consumers now take sustainability into account while making purchases. As a result, retailers are under increasing pressure to implement more ecologically friendly procedures from both customers and regulatory bodies. This includes programs to minimise plastic packaging, cut down on food waste, and increase supply chain transparency worldwide. In response, major grocery chains like Tesco have launched sustainability initiatives that emphasise cutting carbon emissions and encouraging ethical sourcing. Organisations that successfully incorporate sustainability into their business strategy can improve both operational efficiency and brand perception, according to Deloitte (2023).
The grocery retail industry is still quite competitive in addition to these environmental and technical developments. In addition to competing with one another, traditional grocery chains also have to compete with quickly growing bargain stores like Aldi and Lidl. By providing more affordable prices and streamlined product lines that appeal to budget-conscious customers, these businesses have significantly increased their market share. Simultaneously, by offering digital shopping experiences and convenient delivery options, internet merchants and digital marketplaces are generating new types of competition.
Maintaining a strong market position in this fiercely competitive climate necessitates ongoing investment in innovation and digital transformation. To stay competitive, retailers must concentrate on enhancing both consumer satisfaction and operational effectiveness. Maintaining long-term growth in the UK grocery retail sector will depend on companies like Tesco's capacity to respond to shifting consumer expectations and rising technological developments.



[bookmark: _Toc224481686]Part 1: Analysis of Tesco’s Approach to Innovation
Retail businesses rely heavily on innovation to be competitive in quickly evolving markets. Innovation for major grocery chains like Tesco encompasses not only new product creation but also enhancements to digital technology, customer experiences, and operational procedures. Retailers in the very competitive grocery industry must continually modify their tactics to meet changing customer demands, technological advancements, and new competitors (Porter, 2008). Using the Innovation Ambition Matrix methodology and looking at the company's existing customer journey, this section critically evaluates Tesco's approach to innovation.
1.1 [bookmark: _Toc224481687]Tesco’s Innovation Strategy
Through a combination of technology adoption, operational enhancements, and customer-focused initiatives, Tesco has consistently shown great innovation skills. The launch of the Clubcard loyalty program in the 1990s was one of the company's most significant developments. Tesco was able to gather comprehensive consumer purchase data through the initiative, which could subsequently be evaluated to deliver tailored offers and targeted promotions (Humby et al., 2008). Tesco has been able to increase marketing effectiveness and build stronger ties with customers because to the efficient use of customer data.
With the use of sophisticated logistical systems, self-checkout technologies, and digital retail platforms, the company has increased its innovative efforts more lately. Tesco, for instance, has made large investments in its online grocery infrastructure, which allows consumers to order goods through websites or mobile applications, have them delivered to their homes, or use click-and-collect services (Tesco, 2024). These changes are indicative of a larger trend toward omnichannel retailing, in which consumers engage with merchants across a variety of online and offline channels (Verhoef et al., 2015).
The need to increase operational effectiveness while also improving customer experience frequently spurs innovation inside retail businesses. Businesses that effectively implement digital innovation strategies are better able to adjust to market upheavals and sustain long-term competitiveness, claims Rogers (2016). Tesco's efforts to incorporate digital technology into its retail operations are seen in its investments in automation, artificial intelligence, and data analytics.
To guarantee that resources are distributed efficiently, major companies' innovation portfolios must be carefully balanced. The Innovation Ambition Matrix provides a useful framework for analysing this balance.
[bookmark: _Toc224481688]1.1 Application of the Innovation Ambition Matrix
Nagji and Tuff (2012) created the Innovation Ambition Matrix as a strategic tool for evaluating an organization's innovation portfolio. Three categories of innovation are distinguished by the framework: transformational, adjacent, and core innovations. While adjacent innovations expand present capabilities into new domains, core innovations concentrate on enhancing current goods or services inside current markets. In contrast, transformational breakthroughs entail the creation of completely new technologies or business models that have the potential to open new markets.
According to Nagji and Tuff (2012), it is widely advised that major businesses allocate roughly 70% of their innovation investment to core efforts, 20% to adjacent possibilities, and 10% to transformative innovation. By using this paradigm, Tesco's present innovation strategy can be better understood.
[bookmark: _Toc224481689]Fig 1: Innovation Ambition Matrix Analysis for Tesco
		Innovation Type





	Examples of Tesco Initiatives
	Strategic Purpose

	Core Innovation
	Clubcard metrics, the Tesco mobile app, the online grocery platform, and self-checkout systems
	Boost productivity, improve current services, and increase client loyalty

	Adjacent Innovation
	Tesco's expansion Click-and-collect services, Tesco Marketplace collaborations, and rapid convenience stores
	Expand current retail competencies into new channels and formats

	Transformational Innovation
	Digital customisation tools, automated delivery centers, and demand forecasts driven by AI.
	Develop new skills and endure strategic advantages



According to the report, Tesco's innovation strategy is heavily concentrated on core innovation activities, including enhancements to customer experience and operational procedures. This emphasis is in line with the company's standing as a seasoned market leader, where customer happiness and efficiency are maintained by incremental innovation (Tidd and Bessant, 2021).

Tesco's growth into internet commerce platforms and convenience store formats is an example of adjacent innovation. Tesco Express has been able to meet demand from urban consumers looking for quick and easy shopping experiences because of the expansion of its locations (IGD, 2023). In a similar vein, click-and-collect services are an expansion of the business's current online grocery business.
By cutting-edge technology like artificial intelligence and predictive analytics, transformational innovation initiatives are progressively becoming more visible. Demand forecasting and supply chain efficiency could be greatly enhanced by these technologies. However, Tesco's transformational innovation initiatives are still very small when compared to tech firms or online merchants. This implies that rather than high-risk disruptive ideas, the organization places a higher priority on operational stability and little improvements.
1.2 [bookmark: _Toc224481690]Current Customer Journey Analysis
Another crucial design thinking technique that aids businesses in visualising how customers engage with a brand across several touchpoints is customer journey mapping. Every phase of the consumer-business relationship, from initial awareness to post-purchase engagement, is included in the customer journey (Lemon and Verhoef, 2016).

The customer journey usually includes both digital and in-person encounters for omnichannel merchants like Tesco. Consumers can start their journey by perusing products online, visiting a physical store to inspect items, and then completing purchases via in-store checkout or online delivery.

Organisations can find areas for improvement and pain points by mapping the current customer journey.
Figure 2: Current Tesco Customer Journey Map
		Customer Stage



	





	



	Key Touchpoints
	Customer Actions

	Pain Points

	Opportunities

	Awareness
	Advertising, social media, promotions
		Customer becomes aware of offers





	Information overload

	Personalised digital marketing

	Consideration
		Website, mobile app, product search





	



	Compare products and prices
	Difficulty finding items online
	Improved search algorithms

	Purchase
		In-store checkout, self-checkout, online payment






	Complete purchase
	Queue times in store

	More automated checkout solutions

	Delivery/ Collection
	Home delivery, click-and-collect
	Receive purchased products
	Delivery delays
	Optimised logistics systems

	Post-purchase
	Clubcard rewards, email offers
	Evaluate experience and loyalty
	Limited feedback channels
	AI-driven customer feedback systems



According to the analysis, Tesco offers a rather complete omnichannel consumer journey that combines online and offline shopping. Consumers can explore products online or in-store, find products through digital marketing channels, and select from a variety of delivery and purchase choices.

Nonetheless, there are still several issues with the present client journey. For instance, during peak shopping times in physical businesses, patrons may encounter lengthy lines. In a similar vein, consumers who shop online occasionally have trouble finding items in huge digital catalogues. Customer satisfaction can also be adversely affected by delivery delays, especially during times of high demand.
These problems underscore the significance of ongoing digital innovation in retail businesses. Businesses that effectively use digital technology are better positioned to improve customer satisfaction and operational efficiency, claim Brynjolfsson and McAfee (2014). This implies that Tesco may greatly enhance the consumer journey by integrating artificial intelligence, predictive analytics, and automation technologies more thoroughly.
1.3 [bookmark: _Toc224481691]Implications for Digital Innovation
Together, the customer journey analysis and the Innovation Ambition Matrix provide several crucial details about Tesco's innovation strategy. First, the company continues to place a high priority on small-scale enhancements to current services. In a developed retail market, this strategy maintains consumer satisfaction while promoting operational efficiency.

Opportunities for more ambitious innovation activities are also revealed by the investigation, though. The customer journey map highlights a number of places where digital technology could improve customer experience. These include more effective delivery logistics, tailored promotions based on customer data, and enhanced product discovery via artificial intelligence.

Businesses who successfully incorporate cutting-edge digital technologies into their operations will be in a better position to sustain a competitive advantage as the retail industry continues to change. Tesco must therefore keep funding digital transformation projects that improve consumer engagement and operational effectiveness.

The following section of the research, which suggests a new digital transformation effort aimed at enhancing Tesco's customer journey and bolstering its competitive position within the UK grocery retail sector, is based on the analysis's conclusions.





[bookmark: _Toc224481692]Part 2: Proposed Digital Transformation Initiative
This section, which builds on the study done in Part 1, suggests a digital transformation project for Tesco UK that strengthens the company's competitive position in the UK retail market while addressing the issues found in the present customer journey. Recent technological advancements, the expansion of e-commerce, and shifting consumer expectations have all significantly disrupted the grocery retail sector. Consumers want convenient delivery services, tailored recommendations, and seamless omnichannel experiences (Deloitte, 2023). Therefore, in order to stay competitive, merchants need to make investments in digital innovation.
With its smartphone application, Clubcard loyalty program, and online grocery platform, Tesco has already built a solid digital basis. Nonetheless, there are still chances to improve the client experience with integrated digital services, artificial intelligence (AI), and advanced data analytics. Lack of highly customised shopping assistance, trouble finding items in-store, and ineffective delivery scheduling are some of the biggest issues with the present customer journey. These problems demonstrate the need for a more sophisticated and cohesive digital environment that helps consumers at every step of their purchasing process.
The creation of an AI-powered personalised shopping assistant integrated into the Tesco online grocery platform and mobile application is the suggested initiative. This system would provide personalised product recommendations, intelligent shopping lists, in-store navigation, and predictive delivery scheduling based on consumer data, past purchases, and current store information. Tesco can enhance customer satisfaction, boost operational effectiveness, and fortify consumer loyalty by putting its digital transformation program into action.
[bookmark: _Toc224481693]2.1 Proposed Digital Transformation Initiative
The development of an AI-powered personalised shopping ecosystem integrated with Tesco's digital platforms is the main goal of the suggested digital transformation project. Due to their capacity to evaluate vast amounts of consumer data and provide tailored experiences, artificial intelligence technologies have grown in significance within the retail industry (McKinsey, 2023). Tesco might provide consumers with more effective and interesting shopping experience by incorporating AI into its current digital infrastructure. 

The Tesco website and mobile application would be used by the AI-powered shopping assistant. Customers' past purchases, dietary preferences, household size, and shopping habits are all analysed by the system when they enter their accounts to produce customised product recommendations. For instance, the system might suggest new vegetarian products, exclusive deals, and recipes if a consumer consistently buys vegetarian food items.
Smart shopping lists would be another crucial component. Based on previous purchases and anticipated consumption trends, the AI system might automatically create weekly shopping lists. Customers would spend less time organising their purchases while also making sure that frequently bought items are not overlooked. 

The mobile application might offer indoor navigation in physical stores. Consumers may use the app to search for products and get instructions on how to navigate the store's layout. One of the main issues with the present customer journey is the difficulty finding products quickly in huge supermarkets—would be resolved by this technology.
Additionally, the AI assistant might help with logistics efficiency and delivery scheduling. The system might suggest the best delivery times for clients while also increasing the effectiveness of delivery routes by examining demand trends and traffic patterns. Tesco would benefit from lower operating expenses and increased delivery dependability as a result (Deloitte, 2023).
[bookmark: _Toc224481694]2.2 Enhanced Customer Journey Map
Tesco's customer journey would be drastically altered by the introduction of an AI-powered shopping assistant. Businesses can find areas for development by using customer journey mapping, which gives them a visual depiction of client interactions across many touchpoints (Lemon and Verhoef, 2016). Every step of the process would be improved by the new digital transformation program. 

AI-driven analytics could be used to create tailored marketing initiatives during the awareness stage. Based on their past purchasing behaviour and preferences, customers would receive customised deals and ads. This would boost consumer involvement and make marketing communications more pertinent.
The AI system would help consumers compare products, spot sales, and find new products that fit their tastes during the consideration phase. Customers could make quicker purchasing decisions by seeing personalised recommendations from within the website or mobile application. 

Smart shopping lists and in-store navigation would improve the efficiency of the purchasing stage. While online consumers may add suggested products to their baskets with a single click, customers in real stores could swiftly identify products by following digital guidance.

Predictive delivery scheduling would increase dependability and convenience during the delivery and experience phase. To reduce wait times and guarantee effective logistics operations, customers would obtain suggested delivery timeframes.
Finally, the post‑purchase stage would focus on long‑term customer engagement. The AI assistant could analyse purchase behaviour and automatically generate loyalty rewards, targeted discounts and product recommendations. This approach would strengthen customer relationships and encourage repeat purchases.

Customer journey mapping provides organisations with a visual representation of customer interactions across multiple touchpoints, enabling businesses to identify opportunities for improvement (Lemon and Verhoef, 2016). 
Figure 3 illustrates the proposed enhanced digital customer journey for Tesco following the implementation of the AI-powered shopping assistant.
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Figure 3: Enhanced Digital Customer Journey for Tesco’s AI-Powered Shopping Assistant
Source: Author’s own illustration based on Lemon and Verhoef (2016).

2.3 Organisational Benefits
Tesco would benefit greatly from the planned digital transformation project in several areas, such as customer experience, operational effectiveness, and strategic competitiveness. 

From the standpoint of the consumer, intelligent shopping support and tailored recommendations would speed up and simplify the purchasing process. Consumers would spend less time making shopping lists, comparing pricing, and conducting product searches. Personalised digital experiences greatly boost consumer satisfaction and loyalty in retail settings, according to research (Verhoef, Kannan, and Inman, 2015).

Demand forecasting and inventory management could be enhanced operationally by AI-driven analytics. Tesco could decrease food waste, minimise product shortages, and improve stock levels by more accurately forecasting customer purchase habits. Cost reductions and more sustainable retail operations would result from these enhancements (McKinsey, 2023).
Additionally, Tesco's competitive advantage in the UK grocery industry would be strengthened by the project. Tesco needs to keep coming up with new ideas to be at the top of the market because retailers like Sainsbury's, Asda, and Aldi are spending more in digital skills (Mintel, 2023). Tesco could enhance its customer experience and strengthen its reputation as a cutting-edge retailer by incorporating AI-driven customisation across all its platforms. 

Additionally, the effort is in line with Tesco's long-term investment targets and larger digital strategy as stated in its annual reports (Tesco, 2024). Leveraging customer insights through AI technology will become crucial for long-term growth as data becomes a more important strategic asset in retail.
[bookmark: _Toc224481695]2.4 Measuring Success and Impact
Tesco needs to set up precise performance metrics and measurement tools in order to assess the success of the suggested digital transformation project. Financial and customer-experience metrics should be used to track digital innovation projects (Porter, 2008). 

Customer engagement and satisfaction would be important metrics. Tesco might use Net Promoter Scores, app usage data, and customer surveys to gauge progress. Successful adoption of the AI-powered shopping assistant would be indicated by more interaction with the Tesco mobile application.

Sales success is another crucial metric. In online retail settings, tailored product recommendations frequently raise average basket values and conversion rates. Tesco would be able to assess the initiative's financial impact by tracking changes in average transaction value and purchase frequency. 
Metrics for operational efficiency must also be considered. For instance, better demand forecasting might lessen unsold inventory and stock shortages. Optimising delivery routes could lower transportation expenses while increasing delivery speed. 

Lastly, retention and loyalty rates would shed light on the initiative's long-term effects. Customers are more inclined to stick with Tesco and keep using its digital platforms if they think the AI-powered shopping assistant is useful and practical.

[bookmark: _Toc224481696]5. Conclusion
The Innovation Ambition Matrix and customer journey mapping frameworks were used in this report's analysis of Tesco's innovation strategy. According to the report, Tesco has a robust innovation portfolio that blends more ambitious digital experimentation with small-scale enhancements.

The analysis of the customer journey revealed a number of ways to improve digital engagement and personalisation. In response, the study suggested an AI-Powered Smart Shopping Platform intended to build a more sophisticated and customised retail environment.

Tesco can enhance customer satisfaction and operational effectiveness by utilising artificial intelligence and predictive analytics. Tesco's competitive position would be strengthened and long-term growth would be supported by putting this idea into action in the quickly changing digital retail landscape.
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