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1. Introduction
Human Resource Management (HRM) has become increasingly strategic as organisations respond to technological change, competition for skilled employees and increasing expectations regarding diversity, equity and inclusion (DEI). HR departments are no longer responsible only for recruitment, payroll and employee administration; they increasingly contribute to organisational performance through workforce planning, employee development, engagement, technology and organisational culture (Armstrong and Taylor, 2023).
This report evaluates three contemporary HR challenges facing Tesco PLC, one of the UK’s largest retailers. Tesco employs more than 330,000 colleagues across its operations and therefore requires effective HR practices to maintain service quality, productivity and employee commitment. (Tesco PLC⁠) The report focuses on adapting to technological advancements, talent acquisition and retention, and DEI. It evaluates contemporary HR practices that Tesco can use to address these challenges and critically considers how departmental managers can implement these practices effectively and urgently.

2. Key Organisational Factors
2.1 Adapting to Technological Advancements
Technological advancement is one of the most significant challenges facing modern HR departments. Artificial intelligence (AI), automation, workforce analytics, digital recruitment and self-service HR systems are changing how organisations manage employees. The World Economic Forum (2025) identifies technological change as the most significant driver of skills transformation over the next five years, increasing demand for AI, big data, technological literacy and analytical thinking. (World Economic Forum Reports⁠)
For Tesco, this challenge is particularly important because the company operates a large physical and digital retail network. Tesco has significantly expanded its technology capability, with its technology team doubling in size over six years. The company has also developed an organisation-wide AI strategy and is increasingly using AI to improve business operations. (Tesco PLC⁠)
Although technology can increase productivity, it can also create employee anxiety regarding job security, particularly where automation replaces repetitive activities. Employees may also lack the digital skills required to work effectively with new systems. Therefore, technological transformation should not be treated simply as an IT project. It is an HR challenge because employees need training, communication and support to adapt.
A major opportunity for Tesco is therefore to combine technological investment with reskilling and upskilling. The World Economic Forum (2025) argues that organisations will increasingly require reskilling and upskilling strategies because technological change is transforming job roles and skills requirements. (World Economic Forum Reports⁠) If Tesco fails to develop its workforce alongside technology, it risks skills shortages, employee resistance and reduced engagement.

2.2 Talent Acquisition and Retention
Recruiting and retaining suitable employees is another major HR challenge. Retail organisations such as Tesco require large numbers of employees across stores, distribution centres, technology, management and corporate functions. Competition for capable employees can increase recruitment costs while high employee turnover can reduce productivity and customer service.
CIPD (2024) reports that 69% of surveyed employers experienced increased competition for qualified talent, while 56% reported that retaining talent had become more difficult. Furthermore, 41% reported that new recruits sometimes, mostly or always left within their first 12 weeks. (CIPD⁠)
Tesco has already responded through improvements to pay and employee benefits. In March 2025, Tesco announced a £180 million investment in colleague pay, with hourly-paid employees receiving increases and London allowances also being increased. (Tesco PLC⁠) Tesco’s Annual Report also highlights increased investment in colleague pay, wellbeing and parental benefits. (Tesco PLC⁠)
However, salary alone may not guarantee retention. Employees increasingly value career development, meaningful work, wellbeing, flexibility, recognition and supportive management. Armstrong and Taylor (2023) argue that effective talent management should integrate recruitment, development, performance management, reward and employee engagement. Tesco therefore needs to consider the complete employee experience rather than viewing recruitment and retention as separate activities.

2.3 Diversity, Equity and Inclusion
DEI has become an important strategic HR issue because organisations are expected to provide fair access to employment, development and progression. Diversity involves differences between employees, while equity focuses on fairness of opportunity and inclusion concerns whether employees feel respected, valued and able to contribute.
Tesco operates in diverse communities and employs a very large workforce. Its stated approach is that everyone should feel represented and able to be themselves at work, under its “Everyone’s Welcome” approach. Tesco also identifies itself as a Disability Confident Leader and promotes an accessible recruitment process. (Tesco Careers⁠)
However, having DEI policies does not automatically create an inclusive organisation. McKinsey (2023) found a significant gap between organisations’ DEI ambitions and their actual implementation, with less than half of surveyed organisations having the infrastructure required to achieve their DEI aspirations. (McKinsey & Company⁠) This demonstrates why Tesco needs measurable outcomes rather than relying solely on policies and statements.
Inclusive recruitment is particularly important. CIPD (2024) argues that unconscious bias can influence recruitment decisions and recommends redesigning recruitment processes to reduce opportunities for bias. (CIPD⁠) Tesco has already removed CV and psychometric-testing requirements for some frontline roles to reduce barriers to employment and increase applications. (Tesco PLC⁠)
Consequently, DEI can contribute to organisational sustainability by widening Tesco’s talent pool, improving employee belonging and supporting innovation. Nevertheless, managers must ensure that DEI becomes embedded into everyday management rather than being treated as a separate HR initiative.
3. Evaluation of Contemporary HR Practices
3.1 Digital HR Systems and Workforce Analytics
Tesco should continue expanding digital HR systems and people analytics. Workforce analytics allows HR professionals to examine recruitment, absence, turnover, performance and engagement data to support evidence-based decisions. Marler and Boudreau (2017) identify HR analytics as an important method of linking people data with organisational performance, although they also highlight that successful implementation requires appropriate capabilities and quality data.
CIPD (2025) similarly identifies people analytics as a method of using workforce data to understand issues such as employee morale and retention. (CIPD⁠) For Tesco, analytics could identify stores or departments experiencing unusually high turnover and allow managers to investigate the underlying causes.
The main strength is that decisions become evidence-based rather than relying entirely on managerial intuition. However, analytics also has limitations. Poor-quality data can produce misleading conclusions, while excessive monitoring could damage employee trust. CIPD (2024) stresses that HR technology must be implemented responsibly, particularly regarding recruitment, employee voice, wellbeing and EDI. (CIPD⁠)
Therefore, Tesco should combine analytics with human judgement and strong data-governance procedures.

3.2 Employer Branding and Strategic Workforce Planning
Strategic workforce planning involves forecasting future labour requirements and ensuring the organisation develops the necessary skills. This is particularly valuable for Tesco because technological change may reduce demand for some traditional tasks while increasing demand for digital, analytical and managerial skills.
Employer branding can also help Tesco compete for talent. Tesco’s investment in pay, wellbeing and employee benefits can strengthen its reputation as an employer. The company has reported strong colleague satisfaction and was recognised as Employer of the Year (Retailer) at the Grocer Gold Awards. (Tesco PLC⁠)
The strength of employer branding is that it can attract candidates before they apply. However, there is a risk of a gap between employer promises and employees’ actual experiences. If Tesco promotes an inclusive and supportive culture but employees experience poor management or limited progression, employer branding could lose credibility.
Strategic workforce planning should therefore be connected to actual employee data. Recruitment should be combined with internal development so Tesco can fill future vacancies through its existing workforce rather than relying exclusively on external recruitment.

3.3 Employee Engagement and Retention Strategies
Tesco can strengthen retention through competitive pay, career development, recognition, flexible working, wellbeing support and employee voice. Tesco’s recent pay investment demonstrates the importance placed on reward. (Tesco PLC⁠)
However, effective retention requires more than financial rewards. CIPD (2024) recommends supportive induction, employee development and strategic workforce planning to improve recruitment and retention. (CIPD⁠) Tesco should therefore provide structured onboarding during an employee’s first 12 weeks, because early turnover can be particularly damaging.
Employee engagement surveys can identify dissatisfaction, but surveys alone do not solve problems. Managers need to communicate findings and demonstrate visible action. This creates a feedback loop in which employees can see that their opinions influence organisational decisions.

3.4 Inclusive Recruitment and DEI Leadership
Tesco should continue using inclusive recruitment practices such as accessible job advertisements, structured interviews, diverse recruitment panels and skills-based selection. CIPD (2024) notes that only 28% of UK employers train all interviewers in legal obligations and objective interview practice, demonstrating the need for stronger manager training. (CIPD⁠)
Tesco can also use workforce analytics to monitor recruitment, promotion and turnover patterns across different demographic groups. This would allow HR managers to identify whether particular groups experience barriers.
Leadership development is equally important. Managers should have measurable DEI responsibilities incorporated into their performance objectives. This would make inclusion a management responsibility rather than solely an HR responsibility.
Nevertheless, DEI initiatives must avoid becoming purely numerical exercises. Increasing representation without improving inclusion could create limited organisational value. Tesco should therefore measure both representation and employee experiences of fairness, belonging and progression.

4. Critical Evaluation of Managerial Implementation
Departmental managers have a central role in ensuring that contemporary HR practices are implemented effectively. HR can develop policies, but line managers determine how employees experience those policies in everyday work.
First, leadership accountability is essential. Tesco should give managers measurable objectives covering turnover, employee engagement, training completion, recruitment quality and DEI. Managers should be evaluated on these measures alongside traditional operational indicators. This encourages managers to treat people management as a business priority.
Second, communication is necessary when implementing technological change. Employees may resist AI and automation if they believe these technologies threaten their jobs. Managers should therefore explain why technology is being introduced, how it will affect employees and what training will be provided. CIPD (2024) emphasises that responsible technology implementation should involve employees and consider issues such as employee voice and wellbeing. (CIPD⁠)
Third, Tesco should establish performance measurement systems. Useful indicators could include employee turnover, absenteeism, time-to-hire, quality of hire, employee engagement scores, internal promotion rates, training completion and DEI representation. These measures should be reviewed regularly at store, departmental and organisational levels.
However, managers may face barriers including limited time, inadequate management skills, employee resistance, financial pressures and inconsistent implementation between departments. A policy that works in Tesco’s head office may not automatically work in a busy supermarket or distribution centre.
Tesco should therefore provide managers with practical training in digital HR, coaching, inclusive recruitment and change management. Managers should also receive HR support when dealing with complex employee issues.
Finally, organisational culture is critical. Contemporary HR practices will be ineffective if employees do not trust managers or believe that policies are applied unfairly. Managers should therefore demonstrate inclusive leadership through consistent behaviour, employee consultation and recognition.
The urgency of implementation is supported by the pace of technological change. Tesco is already expanding its technology capabilities and AI strategy. (Tesco PLC⁠) Delaying workforce development could result in a widening skills gap and increased resistance. Consequently, managers should implement HR initiatives alongside technological and organisational change rather than after transformation has already occurred.
5. Conclusion 
Tesco faces three interconnected contemporary HR challenges: technological advancement, talent acquisition and retention, and DEI. Technology provides significant opportunities to increase productivity and improve HR decision-making, but it also creates skills and employee-engagement challenges. Similarly, competition for talent means Tesco must offer more than competitive pay by providing development, wellbeing and positive employee experiences. Finally, Tesco’s DEI policies provide a foundation for inclusion, but effective implementation requires measurable accountability and inclusive leadership.
Contemporary HR practices such as people analytics, workforce planning, employer branding, employee engagement, inclusive recruitment and leadership development can help Tesco respond to these challenges. However, their success depends heavily on the actions of departmental managers and the wider organisational culture.
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