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1. Introduction
Human resource management has changed considerably because organisations now have to deal with new technology, changing employee expectations and stronger competition for skilled workers. At the same time, employees expect employers to provide fair opportunities and create workplaces where people from different backgrounds can develop their careers. This means that HR is no longer only responsible for recruitment, salaries and employee administration. HR has become an important part of business strategy.
This report focuses on Tesco plc, one of the UK’s largest retail organisations. Tesco is a suitable organisation for this report because it employs more than 340,000 colleagues and is currently investing heavily in technology, artificial intelligence (AI), automation and digital skills. The company has also increased its technology workforce to more than 6,000 people and has been developing a wider AI strategy across its operations.
The report focuses on three major contemporary HR challenges for Tesco. The first is how the company can help employees adapt to rapid technological development. The second is how Tesco can attract and retain employees with the skills that it needs. The third is how it can continue improving diversity, equity and inclusion (DEI) throughout the organisation.
The report first explains why these issues are important for Tesco and how they can affect employee engagement and business performance. It then evaluates HR practices that could help Tesco respond to these challenges. Finally, it considers the role of departmental managers and explains how managers can make sure that HR practices are actually implemented rather than remaining only as company policies.

2. Key Contemporary HR Challenges
2.1 Adapting to Technological Advancements
Technology is probably one of the biggest changes currently affecting Tesco. Retail is no longer based only on physical stores and traditional customer service. Tesco increasingly depends on digital systems, data, automation, online shopping and AI. The company reported in 2026 that it had more than 6,000 technology specialists and had doubled the size of its technology team over the previous six years. Tesco has also developed an AI strategy covering customers, colleagues, suppliers and operational efficiency.
For HR, this creates both opportunities and problems. New technology can make work quicker and reduce repetitive tasks. For example, AI and automation can help with stock management, supply chains, customer recommendations and administrative activities. However, employees have to be prepared for these changes. Some workers may be worried that technology will replace their jobs, while others may feel that they do not have the skills needed to work with new systems.
Vial (2019) explains that digital transformation is not simply about buying new technology. It can create major changes to how an organisation operates and creates value. This means that employees, organisational structures and working practices also need to change.
This is particularly important for Tesco because its workforce is very large and includes employees with very different levels of digital experience. A technology programme that works well for an office-based employee may not be suitable for someone working in a store or distribution centre.
Tesco has already recognised the importance of developing digital and AI skills. Its 2026 sustainability reporting states that the company wants employees to develop practical skills, including digital and AI skills, to help them remain effective in the future. 
The main HR issue is therefore not whether Tesco should use new technology. It is how Tesco can introduce it without damaging employee engagement. If employees understand the reason for the change and receive proper training, technology can improve productivity and create new career opportunities. If the change is poorly communicated, it can instead lead to stress, resistance and lower morale.
There are also ethical issues. HR departments increasingly use employee data and digital systems to make decisions. Marler and Boudreau (2017) argue that HR analytics can support organisational performance, but the evidence base is still developing and successful use requires appropriate conditions.
Therefore, Tesco needs to make sure that data is used responsibly and that managers do not blindly follow an algorithm when making decisions about employees.
2.2 Talent Acquisition and Retention
The second challenge is attracting and retaining the right employees. Tesco operates in a highly competitive labour market. It needs large numbers of employees for stores and distribution, but it also needs specialist employees in areas such as technology, data, cybersecurity and AI.
Talent management is important because simply recruiting people when vacancies appear may not be enough. According to CIPD (2025), talent management includes attracting, identifying, developing, engaging, retaining and deploying people who are valuable to an organisation. It is particularly important when organisations face competition for highly skilled employees. 
Tesco therefore needs to think about talent in the long term. For example, if the company needs more AI specialists in the future, it can either compete for experienced people in the external labour market or develop some of its existing employees. The second option can be useful because employees already understand Tesco’s business and culture.
Retention is also important because losing experienced employees creates additional recruitment and training costs. It can also result in the loss of knowledge. Hom et al. (2017) explain that employee turnover has been an important HR issue for many decades because organisations need to understand why employees leave andwhy others decide to stay. 
Salary is one part of retention, but it is not the only factor. Employees may leave because they cannot see career progression, do not trust their manager, have poor work-life balance or feel that their work is not valued. Tesco therefore needs to consider employee experience as a whole.
The company has taken some positive steps. Its 2026 sustainability report states that Tesco invested £200 million in pay increases for UK hourly paid store colleagues during 2025/26. It also reports that 82% of colleagues said they could work flexibly, which was above the global retail benchmark used by Tesco. These actions can support retention, although Tesco still needs to ensure that employees see realistic career opportunities.
The challenge is particularly important during technological change. Employees who feel that their existing skills are becoming less valuable may decide to leave rather than retrain. Therefore, talent retention and technological development should be treated as connected HR issues rather than two separate problems.
2.3 Diversity, Equity and Inclusion
The third challenge is diversity, equity and inclusion. Tesco has a very large workforce, so its employees naturally come from different age groups, ethnic backgrounds, genders, abilities and personal circumstances. Managing this diversity fairly is important both from an ethical perspective and from a business perspective.
Tesco states that it wants everyone to feel welcome and able to develop their career. Its DEI approach includes inclusion for all, accessibility, flexible working and changes to recruitment. The company is also a Disability Confident Leader and has programmes such as the Women’s Development Programme and the Black Action Plan. 
However, having DEI policies does not automatically mean that employees experience equality. There can still be differences in promotion, access to development and representation at senior levels. Tesco’s 2026 annual report shows that women represented 51% of employees but only 35% of its top global leaders. This suggests that representation at the overall workforce level does not necessarily mean equal representation in senior positions.
DEI can also affect employee engagement. Shore et al. (2011) argue that inclusion involves both a sense of belonging and the ability to maintain one’s individual identity. This is important because an organisation can employ people from different backgrounds but still fail to make them feel included.
Tesco’s own employee data gives some evidence that the company has made progress. Its careers information states that 86% of colleagues in its 2024 survey felt that Tesco had an inclusive culture where people were accepted without judgement. However, this also means that 14% did not give that positive response, showing that there is still room for improvement.
Therefore, Tesco should not treat DEI simply as a target for the number of women or minority employees. The more important question is whether employees have equal access to opportunities, whether managers make fair decisions and whether people feel comfortable speaking up.

3. Evaluation of Contemporary HR Practices
3.1 Digital HR Systems, Workforce Analytics and Reskilling
One appropriate response to technological change is greater use of digital HR systems and workforce analytics. Tesco already has a large technology operation, so HR can use data to understand where employees are leaving, what skills are becoming more important and where training is needed.
For example, workforce data could show that employees in particular departments are leaving at a higher rate after new technology is introduced. Managers could then investigate whether the problem is workload, insufficient training, poor communication or fear about job security.
The advantage of HR analytics is that it can make HR decisions more evidence-based. Marler and Boudreau (2017) found that HR analytics has the potential to contribute to organisational performance, although organisations need the right systems and capabilities to make it effective. 
However, there are limitations. Data cannot explain everything about an employee’s motivation. A manager might see that an employee is likely to leave but not understand the personal reason behind it. There is also a risk that employees feel they are being monitored too closely. Tesco should therefore combine data with employee surveys, conversations and feedback.
Reskilling is another important practice. Tesco’s investment in digital and AI skills is a positive example. The company has already been developing technology skills and using AI across different areas of the business. The strength of reskilling is that it allows Tesco to develop some of the skills it needs internally. This can be cheaper and more effective than continually recruiting externally. It can also improve employee motivation because people can see that the company is investing in their future.
The weakness is that training does not automatically lead to new skills being used. Employees need time to practise what they have learned and managers need to support them. Tesco should therefore connect training to real work projects and career progression.
3.2 Employer Branding, Workforce Planning and Retention
Employer branding is another useful HR practice. Tesco is already a well-known UK brand, which gives it an advantage when attracting employees. However, being a famous company is not enough. Potential employees increasingly want to know about development, flexibility, pay, culture and career opportunities.
Tesco should make its employer brand closely connected to the actual employee experience. For example, advertising career development while employees have limited opportunities for progression could damage trust.
Strategic workforce planning would also help. Tesco should identify which roles and skills will be most important over the next three to five years. This is especially relevant to technology, data, AI and supply chain operations.
CIPD (2025) states that effective talent management can support productivity, employee development, diversity and employer branding.Tesco could therefore create clearer internal career pathways so that employees understand how they can move from one role to another.
Internal mobility should be particularly important. Instead of assuming that an employee must leave Tesco to develop their career, the company can offer internal vacancies, mentoring and reskilling opportunities.
Retention strategies should also include flexible working, wellbeing, recognition and good management. Tesco reports that 82% of colleagues said they could work flexibly, showing that flexibility is already a significant part of its employee proposition.
The limitation is that flexible working is not equally possible in every retail role. A store employee cannot necessarily work from home in the same way as an office employee. Tesco therefore needs to make flexibility relevant to different types of jobs rather than applying one standard policy to everyone.
3.3 Inclusive Recruitment and Leadership Development
Inclusive recruitment is important because recruitment decisions influence the diversity of the future workforce. Tesco should use clear job descriptions, structured interviews and objective selection criteria.
CIPD (2024) recommends reducing subjectivity in recruitment because unconscious bias can influence hiring decisions. It also recommends monitoring diversity throughout the recruitment process, rather than looking only at the final number of employees hired. 
This approach could help Tesco identify where candidates from particular backgrounds are being lost. For example, if many candidates from a particular group apply but very few reach interview stage, Tesco could investigate whether its selection process contains unnecessary barriers.
Tesco already has several relevant initiatives. Its DEI programme includes accessible recruitment, flexible working and development programmes. Its Women’s Development Programme supported more than 218 women in 2025/26. Tesco also operates colleague networks covering areas including disability, LGBTQ+, race and ethnicity, parents and carers, and gender equality. 
These programmes are positive because they provide practical support rather than only making statements about diversity. However, there is a risk that programmes become isolated activities if managers do not support them.
Leadership development is therefore necessary. Managers need training in fair recruitment, performance management, flexible working and handling difficult conversations. Tesco has already been working on strengthening manager capability and its 2026 annual report refers to improvements in management training. 
The main weakness is that training by itself rarely changes behaviour. Managers should be measured on whether they actually create inclusive teams. For example, employee engagement results, staff turnover and promotion patterns could be reviewed at departmental level.




 4. Critical Evaluation of Managerial Implementation
The success of these HR practices depends heavily on managers. A good HR policy has limited value if employees experience something completely different from their line manager.
The first requirement is leadership accountability. Senior managers should clearly communicate that technological development, talent retention and DEI are business priorities. Departmental managers should then receive specific targets rather than general instructions.
For example, a store manager could be responsible for improving employee retention, completing digital training and improving engagement scores. A technology manager could have targets related to developing internal talent and improving diversity within recruitment. This makes HR part of normal management rather than something that only HR professionals deal with.
The second requirement is effective communication. Technological change can create uncertainty, particularly when employees do not understand how their jobs may change. Managers should explain changes in simple language and allow employees to ask questions.
Communication should not only happen when a new system is introduced. Managers should provide regular updates and explain what support is available. Employees should also have opportunities to give feedback. This is important because people working directly with customers and operational processes may identify problems that senior managers cannot see.
The third requirement is measurement. Tesco should develop a simple HR dashboard for managers. It could include employee turnover, absence, training completion, internal promotions, recruitment outcomes and engagement scores. DEI data could also be reviewed where appropriate and legally permitted.
However, managers should not be judged only by numbers. A department could have low turnover because employees are satisfied, but it could also have low turnover because people feel unable to leave. Therefore, quantitative data should be combined with employee feedback and regular conversations.
Another important issue is organisational culture. If Tesco wants employees to accept new technology, managers need to create an environment where learning is normal. Employees should not feel embarrassed because they do not immediately understand an AI system. Managers should encourage questions and recognise improvement.
There are several barriers to implementation. One is change fatigue. Tesco is a very large organisation and employees may experience several changes at the same time. If too many initiatives are introduced together, employees may stop paying attention.
Another barrier is differences between departments. A policy that works well in a head office may not work in a supermarket or distribution centre. Managers therefore need some flexibility to adapt HR practices to their working environment.
There can also be resistance from managers themselves. Some managers may see HR targets as extra administration. This can be reduced by showing how HR outcomes connect to business performance. For example, lower turnover can reduce recruitment costs and help teams maintain experience.
Finally, implementation should happen with a clear sense of urgency. Tesco should not wait until technology has already changed jobs before starting employee development. The company should identify future skills now, develop internal employees and communicate changes before they become a major problem.
Overall, managers should act as the link between HR strategy and everyday employee experience. The most effective approach would combine clear leadership expectations, regular communication, practical training and simple measurement. This would make the HR strategy more realistic and easier for employees to understand.

5. Conclusion and Recommendations
Conclusion
This report has examined three important HR challenges facing Tesco: technological change, talent acquisition and retention, and diversity, equity and inclusion. These issues are closely connected. New technology changes the skills Tesco needs, which affects recruitment and employee development. At the same time, employees are more likely to remain with the organisation when they receive opportunities to develop and feel respected and included.
Tesco has already introduced several positive practices, including investment in technology, AI and digital skills, flexible working, diversity programmes and employee development. However, these initiatives will only have a strong impact if they are properly implemented by managers.
The main finding is that Tesco should treat HR as part of its long-term business strategy. Technology should be supported by reskilling, recruitment should be supported by workforce planning, and DEI should be connected to everyday management decisions.
Recommendations
1. Create a Tesco Future Skills Programme.
Tesco should identify the digital, AI, data and leadership skills it expects to need over the next three to five years and provide employees with clear training pathways.
2. Increase internal career mobility.
Employees should be able to see available internal roles and the skills required to progress into them. This could improve retention and reduce dependence on external recruitment.
3. Introduce a simple manager HR dashboard.
Managers should regularly monitor turnover, engagement, training, internal promotions and recruitment outcomes. This would allow problems to be identified earlier.
4. Strengthen inclusive recruitment.
Tesco should continue using structured interviews, objective selection criteria and recruitment data to identify where different groups may be disadvantaged in the recruitment process.
5. Make managers accountable for employee experience.
Manager performance should include measures such as employee engagement, retention and inclusion, rather than focusing only on sales and operational targets.
6. Improve communication around technological change.
Employees should be told clearly how technology will affect their work and what training will be available. This can reduce uncertainty and make employees more willing to accept change.
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