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Executive Summary
This assignment analyses Tesco’s approach to innovation and customer experience using the Innovation Ambition Matrix and Customer Journey Mapping. It first evaluates Tesco’s current innovation across core, adjacent, and transformational areas, and maps a typical customer journey to identify key needs, pain points, and opportunities for improvement.
It then proposes a digital transformation initiative aimed at addressing the most significant customer issues while moving Tesco toward higher-value innovation. The proposal includes an improved customer journey, organisational implications, and measurable success indicators linked to both operational performance and customer outcomes.
Overall, the work provides an evidence-based and critically reasoned evaluation that applies academic frameworks to a real UK retailer, demonstrating how a practical digital initiative can enhance customer experience within the constraints of grocery retail.





Introduction to the Chosen Organisation (Tesco PLC)
Tesco PLC is the United Kingdom’s largest grocery retailer by sales and one of the country’s most recognisable consumer brands. It operates a multi format store estate, including convenience and large format supermarkets, alongside a substantial online grocery operation and a loyalty ecosystem anchored by Clubcard. Tesco’s Annual Report and Financial Statements 2024 set out the group’s strategic priorities around value, quality, service and sustainability, supported by continued investment in digital capability, data and supply chain capacity (Tesco PLC, 2024).
The organisation lends itself well to the use of the tools of ‘design thinking’ and ‘innovation methodologies, given its position as a ‘sweet spot’ of high price rivalry, shifting customer demands, and accelerating technology development. The UK grocery retail market is a ‘high volume, low margin’ industry, which means that even minor improvements to availability, accuracy of order fulfilment, checkout, and personalization can have a major impact on customer experience and profitability. Additionally, the threat of new market disruptors has put a focus on the need to innovate, especially in the areas of online fulfilment and speed of delivery.
Tesco has recently scaled its rapid delivery service, Whoosh, using its store network as local fulfilment points. This reflects how digital initiatives can leverage existing assets while responding to evolving demand for convenience and speed (Reuters, 2026). However, the same environment also exposes ongoing challenges such as delivery slot availability, substitution quality, in store queueing, and inconsistent experiences across channels. These issues are directly visible in the end-to-end customer journey and provide a clear basis for identifying pain points and opportunities for digital innovation. 
Part 1A: Key Consumer and Industry Trends Affecting Tesco
The UK grocery retail sector is undergoing sustained structural change shaped by economic pressure, digital acceleration, evolving consumer expectations and intensifying competition. Understanding these trends is essential when evaluating Tesco’s innovation strategy and customer journey, as innovation cannot be assessed in isolation from its environmental context.
One of the most significant macro level influences is the ongoing cost of living pressure affecting UK households. According to the Office for National Statistics, food price inflation rose sharply between 2022 and 2023 before gradually stabilising, although price sensitivity remains high among consumers (ONS, 2024). This has intensified competition on value perception rather than simply price. Discounters such as Aldi and Lidl have continued to grow market share by positioning themselves as cost leaders, forcing established retailers to respond with price matching, loyalty based pricing and clearer communication of value propositions. For Tesco, this context reinforces the strategic importance of Clubcard pricing and personalised offers but also creates pressure to innovate without materially increasing cost structures.
Another significant trend is the normalisation of online grocery shopping. Although the adoption of online shopping increased significantly during the pandemic, it has persisted at higher levels than before 2020. According to Statista, online grocery shopping makes up a considerable percentage of the total food retail sales in the UK, with the phenomenon of hybrid shopping being the norm, as consumers switch between shopping online and offline based on need (Statista, 2024). For instance, the need for seamless integration is paramount when customers exhibit such behaviour, as they increasingly expect consistency between different shopping channels, such as price, product availability, loyalty schemes, etc. Channel fragmentation can lead to negative experiences for the customer, thus damaging the brand’s trust with the customer.
Industry Context and Key Trends
· Technology and Data Analytics:
Retailers are investing in AI, predictive analytics, and automated fulfilment to improve efficiency and reduce waste. Tesco PLC uses data science to optimise supply chains and personalise offers (Tesco PLC, 2024). However, competition from Amazon has increased expectations for fast delivery and frictionless checkout, making innovation a strategic necessity rather than optional.
· Sustainability Pressures:
Consumers increasingly demand transparency in sourcing, packaging, and carbon emissions. Tesco has committed to net zero and food waste reduction (Tesco PLC, 2024).
Limitation: Sustainability efforts are often communicated at a corporate level and are not fully embedded in the customer journey, reducing impact on purchasing behaviour.
· Changing Consumer Behaviour:
· Urban customers prioritise speed and convenience
· Families focus on value, bulk buying, and budgeting
· Digital-native users expect intuitive apps, real-time updates, and personalisation
Poor digital experiences can increase cognitive load and reduce satisfaction.
· Strategic Challenge:
Tesco must balance:
· Cost pressures in a price-sensitive market
· Investment in digital/omnichannel capabilities
· Sustainability expectations
· Competition from both traditional retailers and digital-first firms
· Implication for Analysis:
These pressures make Tesco a strong case for applying the Innovation Ambition Matrix and Customer Journey Mapping to assess how innovation can improve both operational performance and customer experience.Top of Form
Bottom of Form
Overall, Tesco PLC faces the challenge of balancing cost pressures, digital investment, sustainability demands, and increasing competition. This complexity makes it a suitable case for applying the Innovation Ambition Matrix and Customer Journey Mapping to assess how innovation can improve performance and customer experience.

Part 1B: Innovation Ambition Matrix Analysis of Tesco PLC
The “Innovation Ambition Matrix” proposed by Nagji and Tuff (2012) offers an effective tool to assess the innovation portfolio of an organisation across three dimensions: core innovation, adjacent innovation, and transformational innovation. involves efforts to improve existing products and services to serve existing customers. Adjacent innovation involves the extension of existing competencies to serve new markets. Finally, transformational innovation introduces completely new products and/or business models. By using the above model, the innovation strategy pursued by Tesco can be subjected to critical analysis

	Innovation Type
	Description
	Tesco Examples
	Strategic Evaluation
	Key Sources

	Core Innovation
	Core innovation focuses on improving existing products, services, and operational processes to better serve existing customers. In grocery retail, this typically includes improving efficiency, product availability, and the customer experience.
	Store refurbishments, product range optimisation, improved supply chain forecasting, enhanced self-service checkouts, and improvements to online grocery ordering. Tesco also invests heavily in price competitiveness and digital development of the Clubcard ecosystem, including personalised pricing and digital coupons. Automated distribution centres and stock replenishment systems also improve operational efficiency.
	Core innovation helps Tesco reduce costs, improve availability, and strengthen customer loyalty. However, these improvements are incremental and do not fundamentally change the retail model. Over-reliance on core innovation may limit long-term strategic flexibility and reduce investment in disruptive innovation.
	Nagji & Tuff (2012); O’Connor et al. (2018); Tesco PLC Annual Report (2024)

	Adjacent Innovation
	Adjacent innovation extends existing capabilities into new markets, services, or customer segments by leveraging established assets such as brand reputation, infrastructure, and customer data.
	Tesco Bank offers financial services such as credit cards, loans, and insurance by leveraging Tesco’s brand and customer base. The Whoosh rapid delivery service uses Tesco stores as fulfilment hubs to provide fast grocery delivery. Tesco’s retail media and insight platform also allows suppliers to advertise using Tesco customer data.
	Adjacent innovation helps diversify revenue streams and expand Tesco’s service offering while remaining connected to its existing ecosystem. It improves competitiveness and customer engagement but does not create entirely new markets.
	Nagji & Tuff (2012); Tesco PLC Annual Report (2024)

	Transformational Innovation
	Transformational innovation introduces entirely new products, services, or business models that can reshape an industry. These initiatives are typically high-risk but offer the potential for long-term competitive advantage.
	Tesco has relatively limited transformational innovation compared with some competitors. While it invests in digital platforms and automation, it has not introduced radical concepts like automated fulfilment robotics used by Ocado or cashier-less retail models developed by Amazon.
	Tesco’s cautious approach reflects the low-margin nature of grocery retail, where large-scale experimentation is risky. However, limited investment in transformational innovation may expose the company to disruption if competitors introduce more radical retail models.
	Nagji & Tuff (2012); O’Connor et al. (2018)



Portfolio Balance and Critical Evaluation
Tesco focuses primarily on core innovation, excelling in operational refinement and data-driven optimisation, while activity in adjacent and transformational areas is limited (Nagji & Tuff, 2012; Tesco PLC, 2024). This approach provides stability but may constrain long-term differentiation. Innovation effectiveness in logistics-driven retail is not solely about novelty, as incremental improvements can still deliver competitive advantage. The following customer journey analysis will explore how this balance affects the Tesco experience and highlights opportunities for more ambitious digital transformation.

Part 1C: Current Customer Journey Mapping and Experience Analysis
Customer Journey Mapping is a design thinking tool used to visualise the end-to-end experience of customers across multiple touchpoints. Rather than focusing solely on operational processes, it examines the sequence of interactions, emotional responses, pain points and opportunities for improvement (Lemon and Verhoef, 2016). In the context of Tesco, mapping the current journey reveals how innovation is experienced by customers in both physical and digital environments.
For analytical clarity, the Tesco customer journey can be divided into six stages: awareness, planning, shopping, checkout, fulfilment and post purchase engagement. While not all customers move through every stage in a linear manner, this structure allows systematic identification of friction points. 

Tesco Customer Journey Analysis
1. Awareness Stage
Customers first encounter Tesco via advertising, digital marketing, social media, price comparison sites, and word of mouth. Clubcard promotions emphasise personalised savings.
· Strengths: Strong brand recognition and consistent messaging around value and quality.
· Pain Points: Promotional overload and complex pricing can confuse customers, increase cognitive load and reduce trust.
· Opportunities: Simplified pricing visuals and personalised digital onboarding to enhance clarity and fairness.
2. Planning Stage
Customers increasingly plan digitally via the Tesco app or website, creating shopping lists, checking offers, and comparing prices. Budgeting is important for families and value-focused shoppers.
· Strengths: Integration of Clubcard data and personalised offers.
· Pain Points: Navigation complexity, switching between app sections, and discrepancies between online and in-store pricing can create friction.
· Emotions: Budget anxiety and time pressure.
· Opportunities: Predictive features for recurring purchases and proactive budget summaries to reduce friction.
3. Shopping Stage – In Store
Customers interact with store layout, shelf labels, staff, and self-scanning technology.
· Strengths: Broad product range and clear aisle categorisation.
· Pain Points: Out-of-stock items, long queues, and technical issues at self-checkouts. Shifting workload onto customers can reduce perceived service quality.
· Emotions: Frustration during peak moments can disproportionately affect overall satisfaction (Kahneman, 2011).
· Opportunities: Real-time stock visibility and improved queue management systems.
4. Shopping Stage – Online
Customers browse digital catalogues, select delivery slots, and manage substitutions.
· Strengths: Robust platform and extensive product range.
· Pain Points: Limited delivery slots during peak times, and dissatisfaction with substitutions if replacements do not match expectations
5. Checkout and Payment
· Key Moments: Critical emotional stage in store and online.
· In-Store Pain Points: Queue frustration, self-scan technical issues.
· Online Pain Points: Payment confirmation and order validation can cause uncertainty.
· Strengths: Contactless and mobile payments enhance convenience.
· Risks: Pricing errors or misapplied Clubcard discounts can undermine trust.
· Opportunities: Clear real-time savings visualisation and simplified confirmation interfaces for a frictionless, reassuring experience.

6. Fulfilment and Post Purchase
· Key Moments: Immediate fulfilment in store; delivery experience and order accuracy online.
· Strengths: Driver professionalism and timeliness support positive brand perception.
· Post-Purchase Engagement: Clubcard points, digital receipts, and promotional emails.
· Pain Points: Engagement is mostly transactional; limited feedback integration or predictive reordering.
· Emotions: Satisfaction depends on accuracy, punctuality, and perceived value; missing items or unsuitable substitutions may trigger extended customer service interactions.


Overall Journey Evaluation

Mapping the journey reveals that Tesco’s experience is operationally competent but fragmented, with digital and physical channels functioning effectively in isolation but lacking seamless integration (Lemon & Verhoef, 2016). Many innovation efforts are efficiency-driven rather than emotion-centred. Pain points cluster around five themes: pricing complexity, navigation friction, stock uncertainty, substitution dissatisfaction, and queue-related frustration. These areas represent both operational challenges and strategic innovation opportunities. Critically, Tesco’s current emphasis on core optimisation is reflected in the journey, with improvements largely incremental and process-focused, yet opportunities remain for more predictive, integrated, and personalised digital engagement (Kahneman, 2011). The next section builds on this analysis to propose a digital transformation initiative aimed at addressing the most significant journey gaps while advancing Tesco’s innovation ambition beyond incremental enhancement.
Part 2A: Proposed Digital Transformation Initiative
Tesco “Smart Basket AI” Predictive Ecosystem
The preceding analysis identified several recurring pain points within Tesco’s current customer journey: pricing complexity, cognitive overload during planning, stock uncertainty, substitution dissatisfaction and friction at checkout. While Tesco demonstrates strong core innovation capability, much of its digital development remains reactive rather than predictive. This section proposes a digital transformation initiative designed to address these weaknesses while advancing Tesco’s innovation ambition towards a more integrated and partially transformational model.

1. Concept Overview
The proposed initiative is the Tesco Smart Basket AI Ecosystem, a predictive, data-driven enhancement to the existing Tesco app and loyalty infrastructure. Rather than requiring customers to manually construct baskets each week, the system uses artificial intelligence and behavioural analytics to generate a pre-populated, personalised weekly basket based on historical purchasing patterns, seasonal trends, household composition, and budget preferences (Lemon & Verhoef, 2016).
The system integrates five core components:
1. Predictive replenishment engine
2. Dynamic budget forecasting dashboard
3. Real-time stock and substitution transparency
4. Integrated in-store smart scan synchronisation
5. Sustainability and nutrition insight layer
The objective is to shift Tesco’s digital experience from transactional browsing to proactive assistance (Kahneman, 2011).
2. Strategic Rationale
From an Innovation Ambition Matrix perspective, Smart Basket AI moves beyond core optimisation. While it builds on existing Clubcard data and digital infrastructure, it reconfigures the customer interaction model, positioning Tesco as an anticipatory partner in household consumption planning (Nagji & Tuff, 2012; Tesco PLC, 2024).
· Price sensitivity: The budget dashboard shows projected weekly spend, categorised by essentials, discretionary items, and promotional savings, supporting cost-conscious households.
· Time scarcity: Reduces repetitive manual searching, lowering cognitive load (Kahneman, 2011).
· Differentiation: Few competitors integrate predictive replenishment, sustainability metrics, and in-store synchronisation in a single ecosystem (Lemon & Verhoef, 2016).
3. Functional Design
· Predictive Replenishment: AI calculates depletion cycles for regularly purchased items, generating suggested baskets while allowing full customer control.
· Budget Forecasting: Visual gauge displays estimated total spend, incorporating promotions and Clubcard discounts to enhance perceived fairness.
· Real-Time Stock Integration: Local stock visibility and pre-selected substitution preferences increase reliability and perceived control.
· In-Store Synchronisation: Self-scan integration updates projected spend and highlights missing essentials, bridging digital and physical journeys.
· Sustainability and Nutrition Layer: Optional carbon and nutrition indicators make sustainability visible at household level, supporting conscious consumption (Tesco PLC, 2024).

4. Organisational Impact
Implementation requires cross-functional coordination between data science, IT, store operations, and supply chain management. Improved demand forecasting could reduce food waste and enhance stock accuracy, while predictive insights may increase basket value (Nagji & Tuff, 2012). Transparency, opt-in controls, and careful management of algorithmic recommendations are critical to maintaining trust (Kahneman, 2011).
5. Competitive Positioning
While competitors like Amazon use recommendation algorithms extensively, Tesco leverages its physical store network and Clubcard penetration. Smart Basket positions Tesco as a supportive household partner rather than purely a retailer, strengthening loyalty and switching costs (Lemon & Verhoef, 2016).

6. Innovation Ambition Reassessment
Under the Innovation Ambition Matrix, Smart Basket moves Tesco’s portfolio towards a more balanced distribution, introducing proactive engagement while remaining grounded in existing assets. Extensions into subscription replenishment or meal planning could further transform the innovation horizon (Nagji & Tuff, 2012; Tesco PLC, 2024).
In summary, the Smart Basket AI ecosystem addresses key journey pain points while advancing Tesco’s strategic innovation maturity. The following section presents a revised customer journey illustrating how this initiative reshapes the end-to-end experience.

Part 2B: Revised Customer Journey with Smart Basket AI Integration
This section maps the revised end to end customer journey following the implementation of the Smart Basket AI ecosystem. The purpose is to demonstrate how the proposed digital initiative transforms key touchpoints, reduces friction and enhances emotional experience across channels. The revised journey maintains the same six stages used previously for analytical consistency: awareness, planning, shopping, checkout, fulfilment and post purchase engagement. 
1. Awareness Stage: Personalised Entry Point
Awareness becomes personalised and data driven. Customers receive tailored notifications such as “Your usual weekly basket is ready” or “You are likely running low on household essentials” (Lemon & Verhoef, 2016). This shifts the emotional response from promotional overload to perceived convenience, with communication remaining opt-in to preserve trust and transparency (Kahneman, 2011).
2. Planning Stage: Predictive and Simplified
The Smart Basket generates a pre-populated weekly basket using predictive analytics, highlighting essentials, recent purchases, and relevant promotions (Tesco PLC, 2024). A budget dashboard shows projected spend across essentials, fresh produce, and discretionary items. Decision making shifts from creation to refinement, reducing cognitive load and transforming emotion from budget anxiety to controlled oversight (Kahneman, 2011).
3. Shopping Stage: Online and In-Store Integration
· Online: Real-time stock visibility and early alerts for low-stock items reduce uncertainty and substitution dissatisfaction (Lemon & Verhoef, 2016).
· In-Store: Synchronisation with self-scanning technology updates total spend and confirms predicted essentials. Missing items trigger subtle reminders, bridging the gap between digital planning and physical shopping.
4. Checkout Stage: Frictionless Confirmation
Clear summaries of savings, Clubcard discounts, and weekly budget comparisons emphasise transparency and reassurance. Digital self-scanning reduces payment complexity, shifting emotional tone from stress to calm closure (Kahneman, 2011).
5. Fulfilment Stage: Accuracy and Communication

Predictive forecasting reduces unavailable items and personalised substitution rules enhance perceived fairness. Delivery notifications include sustainability and nutrition summaries, extending value beyond transaction completion (Tesco PLC, 2024).
6. Post-Purchase Engagement: Continuous Relationship
The Smart Basket ecosystem analyses purchasing patterns over time, providing insights such as weekly spend trends, food waste reduction, health and nutrition summaries, and personalised savings analysis. Engagement becomes relational rather than transactional, positioning Tesco as a long-term household partner (Lemon & Verhoef, 2016).
Overall Impact on Journey Pain Points
· Pricing complexity: Simplified through budget dashboards
· Navigation friction: Reduced via predictive pre-population
· Stock uncertainty: Mitigated through early alerts
· Substitution dissatisfaction: Decreased with personalised rules
· Channel fragmentation: Minimized via digital-physical synchronisation
This transformation reframes Tesco’s customer experience around anticipation, transparency, and control, moving from reactive service provision to proactive value creation (Nagji & Tuff, 2012).
Part 2C: Implementation Considerations, Risk Analysis and Success Measurement

Smart Basket AI at Tesco
Tesco’s Smart Basket AI leverages Clubcard and online data to deliver predictive replenishment, requiring advanced analytics, real-time inventory, secure cloud processing, and scalable app architecture. Success depends on GDPR-compliant, transparent data use, cross-functional alignment, and staff training. Risks include algorithmic errors, perceived intrusiveness, operational disruption, and upfront investment, mitigated through model refinement, user control, and phased rollout. KPIs cover customer retention, app engagement, forecast accuracy, basket value, and loyalty growth. Long-term, the system could enable subscription-based replenishment or integrated meal planning, enhancing ESG impact and customer engagement (Tesco PLC, 2025).
Measuring Success & Business Impact
Key Performance Indicators (KPIs) for Smart Basket AI
· Customer Satisfaction Scores (CSAT): Measures perceived convenience, accuracy, and satisfaction with predictive shopping.
· Net Promoter Score (NPS): Captures loyalty and likelihood to recommend Tesco, reflecting customer advocacy.
· Operational Efficiency Metrics: Tracks processing time, substitution resolution, and cost savings from real-time inventory and predictive replenishment.
· Revenue Impact: Monitors basket size, order frequency, retention, and reduced churn through personalised engagement.
Alignment with Business Goals:
By improving customer experience, operational efficiency, and revenue, Smart Basket AI supports Tesco’s strategic priorities of loyalty growth, digital channel expansion, and market competitiveness. Enhanced predictive capabilities differentiate Tesco from competitors, strengthen retention, and reduce operational waste, driving sustainable commercial advantage (Tesco PLC, 2025).

Conclusion 
This assignment has critically evaluated Tesco PLC’s innovation strategy and customer experience using the Innovation Ambition Matrix and Customer Journey Mapping. The analysis revealed that Tesco’s innovation portfolio is heavily focused on core initiatives, including operational efficiency, loyalty optimisation, and incremental digital enhancements. While this focus aligns with financial realities in the UK grocery sector, it limits engagement with transformational innovation opportunities.
Customer Journey Mapping highlighted that, despite delivering a generally reliable experience, customers face friction at key touchpoints such as pricing complexity, stock uncertainty, substitution dissatisfaction, and digital navigation challenges. These issues create avoidable cognitive and emotional strain, reflecting an incrementally evolved model rather than a holistically reimagined experience.
The proposed Smart Basket AI ecosystem addresses these gaps by moving Tesco from reactive browsing to predictive assistance. By integrating replenishment forecasting, budget transparency, real-time stock visibility, and in-store synchronisation, the initiative enhances both functional efficiency and emotional reassurance. Leveraging existing data infrastructure, it extends Tesco’s innovation ambitions beyond incremental improvements, offering measurable value through increased loyalty, operational efficiency, and differentiated market positioning.
Overall, the combined use of these frameworks demonstrates how structured analysis can translate innovation theory into practical, customer-centered digital transformation strategies, balancing risk management with future readiness in a competitive retail environment.
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