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Contemporary Human Resource Challenges at Tesco PLC
[bookmark: _Toc236753967]Introduction
This report explores the critical issues of technological change, talent competition and diversity, equity and inclusion (DEI) and how Tesco should address these issues. In 2025/26, Tesco had an average of 336,123 staff, so a lack of good HR decisions can have a significant impact on the service, cost and reputation of the business (Tesco PLC, 2026a). The analysis uses existing HR theories and recent evidence to evaluate existing practice, management of HR in practice and realistic changes that help to achieve sustainable business outcomes and employee performance at scale.
[bookmark: _Toc236753968]1. Explanation of Key Factors
[bookmark: _Toc236753969]1.1 Adapting to Technological Advancements
Technological adaptation is more than just an IT upgrade; it transforms jobs, skills, control and employee trust. According to Teece, Pisano and Shuen's (1997) Dynamic Capabilities Theory, it is necessary for Tesco to detect technological opportunities, capture them and constantly reconfigure the workforce capability. Tesco regards technology as a key threat and has established a Technology Risk and Compliance Committee and an AI Strategy Governance Group (Tesco PLC, 2026a). This governance can lead to greater resilience and responsible experimentation. On the other hand, Budhwar et al. (2022) highlight how AI-driven HR can inadvertently perpetuate bias and undermine transparency, and Vrontis et al. (2022) demonstrate that automation could lead to loss of jobs as well as learning opportunities. However, technology can only enhance productivity if Tesco changes how people work, retrains staff and maintains human oversight. Scheduling, stock and customer service are all linked in retail systems, meaning that a bad implementation can escalate quickly throughout the operations. Otherwise, decisions could be less fair, and concern over surveillance could impact engagement.
[bookmark: _Toc236753970]1.2 Talent Acquisition and Retention
Talent acquisition and retention are strategic as they rely on the availability of digital specialists within an organisation, along with capable managers and reliable frontline employees. Valuable and hard-to-copy human capability is a source of advantage, according to Barney's Resource-Based View (1991), but Tesco claims to still be facing competition for leadership and specialist talent (Tesco PLC, 2026a). The risk is evident in employee information: 82% would recommend Tesco as a great place to work in 2025/26 (down from 85%) and only 73% felt they had opportunities to learn and develop (Tesco PLC, 2026b). Inclusive talent development will help retain talent, says Kaliannan et al. (2023), who believe the focus should not be just on a limited talent pool, but on developing talent. But training is not enough to compensate for workload, low supervision, and lack of progression. Blau's Social Exchange Theory (1964) states that employees give back to credible support rather than promises. The cost of external recruitment is also high and may lead to the mixing of internal career signals. Tesco needs to link pay, development, scheduling, wellbeing and manager quality, instead of focusing primarily on employer branding.
[bookmark: _Toc236753971]1.3 Diversity, Equity and Inclusion
The impact of DEI on fairness, sense of belonging, decision quality and Tesco's understanding of diverse customers. Under-represented employees may turn down leadership when it communicates that certain groups are less valued, as demonstrated by Tajfel and Turner's Social Identity Theory (1979). In 2025/26, women made up 51% of Tesco's workforce, and 35% of top global leaders and 36% of the Board were female, but women's representation in the workforce was only 13% of top global leaders, being 19% of the target by 2029 (Tesco PLC, 2026b). The median gender pay gap for the UK Retail industry decreased to 4.7%, while the mean bonus gap increased to 53.9% due to a higher percentage of men in senior, higher bonus roles (Tesco PLC, 2026a). Progress is unparalleled in these years. According to Adamovic et al. (2023), minority employees' self-efficacy and wellbeing can be safeguarded by a strong climate for inclusion. Greater diversity must lead to greater representation in leadership to improve challenge and customer understanding, but if the diversity isn't reflected in the leadership, it is tokenism. So, for Tesco, DEI cannot just be on the job description or in the policies and procedures; it must also be judged by promotion, pay and lived experience.
[bookmark: _Toc236753972]2. Evaluation of Contemporary HR Practices
[bookmark: _Toc236753973]2.1 Digital HR Systems and Workforce Analytics
Tesco's global careers platform, workforce analytics and strategic workforce planning can enhance recruitment speed, demand forecasting and targeted learning (Tesco PLC, 2026a). Kim et al. (2025) argue algorithmic technology can assist HR delivery, and its impact is contingent upon human agency and organisation. Well leveraged, analytics can help you detect areas for growth, skill deficiencies and uneven progression prior to their impact on operations. If overused, it can become a kind of "scoring for" historical discrimination. Dima et al. (2024) also find that AI will automate processes, enhance the utilisation of data, and alter the power dynamics in the HR triangle: employee, manager, HR specialist. There is therefore a need for Tesco to have explainable criteria, data quality checks, adverse impact testing, and a named human decision maker for recruitment or promotion. Staff should be aware of what data is used and how long it is held for. This not only helps to curb legal and ethical risks but also slows down the pace and cost benefits of full automation.
[bookmark: _Toc236753974]2.2 Employer Brand, Engagement and Retention
The offer of employment at Tesco includes: pay, flexibility, share ownership, family support and wellbeing. The company spent over £200 million to improve pay to its colleagues in the UK, and 82% of its colleagues rated Tesco a great place to work, compared to a global retailing benchmark of 71% (Tesco PLC, 2026b). Based on the Job Demands-Resources model developed by Demerouti et al. (2001), Lu et al. (2023) demonstrate that sustainable HR practices can foster HR resilience and employee engagement when resources sufficiently support employees to cope with job demands. Useful, but mixed, is the evidence for Tesco's virtual GP service and family-friendly policies, as 71% felt supported in health and wellbeing, compared to 74% (Tesco PLC, 2026b). According to Sypniewska et al., (2023), satisfaction is linked to development, wellbeing and retention; however, cross-sectional evidence does not allow determining whether the benefits are what leads to retention. Tesco needs to be able to analyse the breakdown of turnover and absence by role, store and manager and then be able to rectify the operational causes. Benefits should also be available while an employee is on paid leave for colleagues on the front line. Predictability of work, line management and/or blocked progression are not attributes of a strong brand that can be mitigated.
[bookmark: _Toc236753975]2.3 Inclusive Recruitment and Leadership Development
Inclusive recruitment, independent assessment of senior recruitment, colleague networks and leadership programmes strengthen the process of recruitment compared to informal manager judgement (Tesco PLC, 2026a). Liu et al. (2024) conclude inclusive leadership can positively impact wellbeing in the workplace by raising employee vigour and offering developmental feedback, which means managers need to go above and beyond to prevent discrimination and encourage contribution and sponsorship of growth. Tesco's female leadership development is positive, but there is still much more to do, as the 13% ethnic representation in the top global leaders and the large bonus gap (Tesco PLC, 2026b) indicate that equal access does not yet lead to equal outcomes. There are ways to minimise discretion through structured interviews, standard scoring, balanced panels and promotion audits, but none of these tools takes bias out of the system. The targets could also be rejected if they're perceived as a substitute for merit, which is a component of inclusive talent systems. Tesco should share its evidence of progression at the role level and make its skills and outcomes of work clear. Areas of unintended gaming need to be reviewed in accordance with targets and supported with succession pipelines. That has increased the accountability beyond symbolising or claiming diversity in a broad sense.
[bookmark: _Toc236753976]3. Critical Evaluation of Managerial Implementation
[bookmark: _Toc236753977]3.1 Leadership and Accountability
Central HR Policy is a matter of policy and practice, and it is decided by departmental managers. The Ability-Motivation-Opportunity model of Appelbaum et al (2000) suggests that Tesco should provide managers with HR knowledge, motivation to place emphasis on people and autonomy and time. The orientation of the HR managers can influence the perception of HR effectiveness by employees, as managers with a compliance orientation may make HR support appear to be control (Ogbonnaya et al., 2025). Tesco should incorporate a range of measures into manager scorecards – with some of these being related to the quality of people, such as regretted turnover, in-house promotion, learning completion, absence and inclusion. There should be accountability, but too high targets can lead to 'box-ticking' with too much haste or hiding. Senior leaders need to consider both evidence and behaviour, challenge local explanations and praise managers' ability to enhance capability, not just to generate good figures.
[bookmark: _Toc236753978]3.2 Communication and Organisational Culture
However, there must also be a process of two-way communication to implement it. Tesco's Every Voice Matters survey is a great way to get scale, but participation has come down to 73%, and the great-place-to-work score is three points down (Tesco PLC, 2026b). Pak and Heidarian Ghaleh (2024) show that team acceptance has an impact on the implementation behaviour of frontline managers and team performance. Managers should communicate the rationale behind a technology change, assess understanding and document observable change following feedback on recruitment or DEI changes. When there is pervasive silence following a survey, it is a message to colleagues that voice has a limited value. Communication should also cater for the "store and distribution/office" as well as digital messages, so some workers who are not connected during work hours. Scripts, briefing time and escalation routes are also required for managers. The downside is it takes longer to get in place, but consultation can also reveal real-world challenges at a relatively early stage and mitigate resistance.
[bookmark: _Toc236753979]3.3 Monitoring, Measurement and Barriers
Tesco should track leading indicators like the completion of skills plans and the shortlist diversity, as well as lagging indicators like turnover, pay progression, grievance and customer service. Ekuma (2024) believes that HR development automation demands ongoing reskilling and a focus on people issues. Key challenges will include manager workload, inconsistent capability, data fragmentation, and a fear of algorithmic control and local resistance to the standardisation. Tesco can overcome these in a number of ways: protected management time, practical coaching, HR business-partner help, calibration meetings and limited pilots prior to scale-up. It is important to look at data by role and demographic group, beyond company averages, as apparently good data may mask poor stores or uneven performance. Important changes to look at by unions and colleague networks. Where careers are impacted by automated decision-making, there should be independent auditing and employee challenge routes.
[bookmark: _Toc236753980]4. Recommendations
To begin with, in every business unit, quarterly, independently-tackled individual dashboards should be implemented, which contain regretted turnover, internal mobility, learning, wellbeing, pay development and selection results by demographic group (Tesco PLC, 2026b). Second, it should be required to be reviewed by humans, undergo adverse-impact testing and appeal processes for all algorithms used in recruitment, scheduling, and performance decisions, as per the risks identified by Dima et al. (2024). Thirdly, involve line managers in protected coaching time and evaluate training on coaching, inclusive leadership and change communication, and then part of the performance assessment be tied to sustained team results instead of completion of the activities or short-term scores.
[bookmark: _Toc236753981]Conclusion
Tesco has some very solid ground to build on: pay investment, digital governance, targets on listening and inclusion, employee targets. But weak engagement scores, unequal leadership representation and a vast bonus differential indicate that policy is not enough to drive employee results. Sustainable performance will only be achieved if action is taken on integration: responsible technology, wide talent development, measurable inclusion and managers able to translate HR policy into fair practice. There is a clear need for Tesco to measure success in their workforce, not a programme.
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