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                                 Introduction
Tesco PLC, the United Kingdom's largest grocery retailer with over 330,000 employees, operates in a highly competitive and rapidly evolving retail environment (Tesco PLC 2024a). As a Human Resources practitioner, this report analyses three critical challenges facing Tesco's workforce management: meeting technological advancement, talent acquisition and retention, and Diversity, Equity and Inclusion (DEI). These factors have been identified as strategic priorities for the organisation, particularly as the retail sector undergoes digital transformation while facing labour shortages and changing employment legislation (Shoosmiths 2026). The report evaluates contemporary HR practices that address these challenges and critically examines how departmental managers can ensure effective implementation. Drawing on Tesco's publicly available data, industry research, and relevant legislation including the Employment Rights Act 2025, this analysis provides evidence-based recommendations for strengthening Tesco's HR strategy.
Table 1: Report Structure Overview
	Section
	Focus
	Key Questions Addressed

	Factors Affecting HR
	Identification of challenges
	What external and internal pressures affect Tesco's workforce?

	Contemporary HR Practices
	Evaluation of solutions
	Which HR practices address these challenges effectively?

	Role of Managers
	Implementation urgency
	How can managers ensure rapid and effective adoption?

	Recommendations
	Actionable outcomes
	What specific steps should Tesco take next?



2. Factors Affecting HR at Tesco
2.1 Technological Advancement
Technological advancement presents both an opportunity and a challenge for Tesco's workforce. The company is currently piloting a conversational AI assistant with nearly 280,000 UK employees, embedded within its existing app to support meal planning and customer interactions (Retail Insight Network 2026). Tesco developed this tool in collaboration with Tomorrow AI and OpenAI, and it represents a significant shift in how frontline employees perform their roles. According to International Supermarket News (2026), a collaboration between Tesco's internal app, data science, and engineering teams supported the tool's development under "strict" confidentiality arrangements.

The challenge for HR lies in managing workforce adaptation to these technologies. Research by Varonis et al. (2022) indicates that AI introduction raises questions about labour force adaptability and potential role displacement. Tesco's technology headcount has doubled over the past five years, signalling a strategic shift toward automation and data-driven operations (Retail Insight Network 2026). However, the success of these investments depends on employee willingness to adopt new systems and the organisation's ability to provide adequate training and support (Brynjolfsson & McAfee 2014).
 
Furthermore, the pace of technological change creates skill obsolescence risks. As Tesco integrates AI across its Clubcard loyalty scheme, supply chain operations, and customer service functions, employees must continuously update their digital competencies (International Supermarket News 2026). Consequently, the HR function must address both the technical upskilling of existing staff and the recruitment of new talent with appropriate digital capabilities (CIPD 2023).
2.2 Talent Acquisition and Retention
Talent acquisition and retention present persistent challenges for Tesco as a major retail employer. The retail sector experiences high turnover rates driven by wage pressure, tight labour markets, and the physical demands of frontline roles (Bratton & Gold 2017). In response, Tesco has made substantial pay investments, increasing the hourly rate for store colleagues from £12.64 to £13.28 in March 2026. This 5.1% above-inflation increase represents a 43% cumulative rise over five years (Tesco PLC 2025a).
Despite competitive pay, retention remains challenging. The removal of the two-year qualifying period for unfair dismissal claims under the Employment Rights Act 2025, effective from January 2027, will mean employees gain protection after only six months of service (Shoosmiths 2026). For Tesco, which employs significant numbers of seasonal and short-term workers, this legislative change increases the risk of employment tribunal claims and places greater emphasis on robust probation management (Taylor & Emir 2023).
Additionally, changing workforce expectations regarding flexibility, career development, and work-life balance require Tesco to evolve its employee value proposition (Purcell 2014). The company's "Every Voice Matters" survey indicates that 85% of colleagues recommend Tesco as a great place to work. Nevertheless, retention of young talent and career progression for frontline staff remain areas requiring attention (Tesco PLC 2025b). The challenge for HR is to balance operational requirements with individual employee aspirations in a cost-competitive industry (Marchington et al. 2016).
2.3 Diversity, Equity and Inclusion (DEI)
Diversity, Equity and Inclusion has become a strategic imperative for Tesco, driven by both ethical considerations and business performance evidence. Research by Hewlett, Marshall and Sherbini (2013) demonstrates that diverse thinking leads to 20% more innovation, and two-thirds of job seekers consider workplace diversity important when evaluating employers. Tesco has therefore established specific targets: increasing female representation among senior management to 42% by 2028, and representation from ethnically diverse backgrounds to 19% by the same year (Tesco PLC 2024b).
However, achieving these targets requires overcoming systemic barriers. Tesco has acknowledged this through its Black Action Plan, which addresses talent, commercial, community, and brand equity pillars (Tesco PLC 2025c). The plan focuses on attracting, retaining, and developing Black talent through mentoring programmes and sponsorship opportunities. Additionally, the company aims to become a Disability Confident Leader, focusing on recruitment and development of disabled colleagues (Tesco PLC 2024b).
The challenge for HR is moving beyond representation metrics to genuine inclusion where employees feel they belong (Roberson 2019). While 86% of colleagues report feeling able to be themselves at Tesco without fear of judgement, disparities persist in progression rates for underrepresented groups (Tesco PLC 2025b). 
	Factor
	Key Challenge
	Tesco's Current Position

	Technological Advancement
	Workforce adaptation to AI and automation
	Piloting AI assistant for 280,000 employees; technology headcount doubled in 5 years

	Talent Acquisition & Retention
	High turnover and changing workforce expectations
	£13.28 hourly rate; 43% pay rise over 5 years; 85% colleague recommendation rate

	Diversity, Equity & Inclusion
	Systemic barriers and compliance requirements
	42% female senior management target by 2028; Black Action Plan; Disability Confident Leader target


                                                                                                                             
Table 2: Summary of Key HR Factors Affecting Tesco

3. Evaluation of Contemporary HR Practices
3.1 Addressing Technological Change
Several contemporary HR practices can effectively address technological advancement challenges at Tesco. First, digital learning platforms represent a scalable solution for upskilling the workforce. Every Tesco colleague currently has access to online learning platforms offering self-led training, enabling employees to develop skills at their own pace (Tesco PLC 2025d). The "Workforce of The Future" programme supports this approach, having enabled colleagues to book 2.9 million extra shifts and complete training across Serve, Pick, and Fill modules (Tesco PLC 2024a). According to Garvan (2012), digital learning platforms prove most effective when integrated with performance management systems that recognise skill acquisition.
Second, AI-embedded HR support systems offer another effective practice. Tesco's pilot AI assistant for employees serves as a just-in-time learning and support tool, reducing the time spent seeking information and enabling greater focus on customer interaction (International Supermarket News 2026). From an HR perspective, such tools can reduce cognitive load on employees during peak periods while simultaneously collecting data on common queries to inform training priorities (Badhwar et al. 2022). However, as Tambe, Cappelli and Yakubovich (2019) caution, AI tools must incorporate employee privacy protections to maintain trust.
Third, strategic workforce planning that anticipates skill requirements represents a critical practice.
	Practice
	Strengths
	Limitations

	Digital learning platforms
	Scalable; self-paced; accessible 24/7
	Assumes self-motivation; requires technology access

	AI-embedded HR support
	Just-in-time learning; reduces cognitive load
	Data privacy concerns; ongoing maintenance required

	Strategic workforce planning
	Anticipates future needs; aligns HR with business strategy
	Requires sophisticated analytics; may exceed current HR capabilities






3.2 Talent Acquisition and Retention Practices
For talent acquisition and retention, Tesco has implemented several contemporary practices. Competitive total reward packages recognise that pay alone does not secure retention. Beyond the £13.28 hourly rate, Tesco offers colleague discount cards providing 10% off shopping (15% on payday weekends), 20% off F&F clothing, and access to over 58,000 colleagues participating in Save As You Earn share schemes (Tesco PLC 2025e). In 2025, the company removed the discount allowance cap entirely, allowing unlimited savings for colleagues (Tesco PLC 2025a). According to Armstrong and Taylor (2020), total reward strategies prove most effective when employees understand and value the components offered.
Second, internal mobility and career pathway development represent another effective practice. Tesco's apprenticeship programmes span levels from HGV training to Business Management degrees, enabling colleagues to progress without leaving the organisation (Tesco PLC 2025d). The graduate and internship programmes offer structured entry points for young talent, while the Kickstart scheme supports 16-24 year olds from areas with high youth unemployment (Tesco PLC 2025d). Research by Cappelli and Keller (2014) demonstrates that internal mobility reduces external hiring costs while improving retention of developed talent.


Table 4: Evaluation of HR Practices for Talent Management
	Practice
	Strengths
	Limitations

	Total reward packages
	Addresses financial wellbeing; builds loyalty
	May be under-utilised if colleagues lack awareness

	Internal mobility programmes
	Reduces external hiring costs; improves retention
	Requires manager support; may conflict with operational demands

	Flexible working arrangements
	Responds to workforce expectations; reduces turnover
	Increases administrative complexity for store management



3.3 DEI Practices
Tesco has adopted multiple contemporary DEI practices. First, the establishment of employee resource networks, including Armed Forces, Disability, LGBTQ+, Parents and Carers, Race and Ethnicity, and Gender Equality networks (Tesco PLC 2024b). According to Welbourne and McLaughlin (2022), these networks provide peer support while acting as strategic advisors to the business, ensuring that DEI initiatives are informed by lived experience rather than corporate assumption alone.
Second, inclusive leadership training represents another key practice. Tesco has launched the "Winning Managers" programme, which includes three face-to-face workshops and the "Winning Managers" guide, receiving 8,000 views since October 2023 (Tesco PLC 2025c). Additionally, the company is rolling out "Being an Inclusive Manager" training across the Group, achieving a Net Promoter Score averaging 79 across workshops (Tesco PLC 2025c). Research by Offermann and Basford (2014) confirms that inclusive leadership training positively impacts employee engagement when reinforced through ongoing accountability measures .
Table 5: Evaluation of HR Practices for DEI
	Practice
	Strengths
	Limitations

	Employee resource networks
	Provides peer support; informs strategy with lived experience
	Requires resourcing and sponsorship to avoid tokenism

	Inclusive leadership training
	Improves engagement; builds manager capability
	One-off workshops rarely change behaviour without reinforcement

	Data-driven target setting
	Demonstrates accountability; enables measurable progress
	Requires transparent reporting to maintain credibility



4. The Role of Departmental Managers in Implementation
4.1 Ensuring Technological Adoption
Departmental managers play a critical role in ensuring that technological changes are adopted as a matter of urgency. Managers must first demonstrate personal commitment to new technologies, as employee adoption is strongly influenced by observed leadership behaviour (Venkatesh et al. 2003). When managers actively use AI tools and digital platforms, they signal that these are essential rather than optional. As Davis (1989) established in the Technology Acceptance Model, perceived usefulness and ease of use serve as the primary determinants of technology adoption, both of which managers can influence through modelling behaviour.
Second, managers must integrate technology training into regular team routines rather than treating it as a one-off event. Tesco's "Every Voice Matters" survey provides managers with team-level data that can identify where additional support is needed (Tesco PLC 2025b). Proactive managers use this data to coach individual employees who may be struggling with digital transitions (Parry & Tyson 2011).
Third, managers must address anxiety and resistance through transparent communication. The introduction of AI assistants raises legitimate concerns about job security and surveillance (Badhwar et al. 2022). Managers who explain how technology augments rather than replaces human roles, and who demonstrate tangible benefits such as reduced administrative burden, can significantly accelerate adoption (Brynjolfsson & McAfee 2014). Urgency is achieved when managers link technology adoption to team performance metrics and individual development goals. However, managers themselves require training to have these conversations effectively, highlighting the need for cascaded capability development (CIPD 2023).

4.2 Supporting Talent Retention
Departmental managers directly influence retention through the quality of day-to-day leadership. The three capabilities identified in Tesco's Winning Managers programme—"Be Inclusive, Care for your Team, and Drive High Performance"—provide a framework for manager action (Tesco PLC 2025c). Research by Purcell (2014) demonstrates that line manager behaviour serves as the single strongest predictor of employee retention, outweighing pay and benefits in many contexts. Managers who demonstrate these behaviours create psychological safety and belonging, which research consistently links to reduced turnover (Edmondson 2018).
For retention urgency, managers must conduct proactive stay interviews rather than reactive exit interviews. Understanding what motivates individual team members—whether flexible scheduling, career progression, or specific benefits—enables targeted retention interventions before resignation occurs (Cappelli & Keller 2014). Tesco's flexible contract policies give managers tools to accommodate diverse needs, but only if managers actively use these provisions (Tesco PLC 2025a).
Additionally, managers play a critical role in internal mobility. When employees express career aspirations, managers should facilitate exposure to different roles, support apprenticeship applications, and provide developmental assignments (Garvan 2012). 
 4.3 Promoting DEI
Departmental managers serve as the frontline ambassadors for DEI at Tesco. Their daily decisions about shift allocation, development opportunities, performance ratings, and informal feedback shape employee experiences more directly than corporate policies (Offermann & Basford 2014). Managers must understand unconscious bias and actively counteract it in recruitment, promotion, and day-to-day interactions (Roberson 2019). Research by Kollen (2021) confirms that inclusive team climates are primarily determined by line manager behaviour rather than formal policy.
For urgent implementation, managers should use the structured tools Tesco has provided, including inclusive recruitment guides and the Diversity, Equity and Inclusion hiring platform (Tesco PLC 2024b). These tools reduce reliance on intuition and network-based hiring, which historically disadvantages underrepresented groups (Hewlett, Marshall & Sherbini 2013). 

Table 6: Manager Actions for Urgent Implementation
	Challenge Area
	Manager Action
	Expected Outcome

	Technological adoption
	Model AI tool use; integrate training into team routines
	Reduced resistance; faster proficiency

	Talent retention
	Conduct stay interviews; facilitate internal mobility
	Lower turnover; higher engagement

	DEI promotion
	Use structured hiring tools; respond visibly to exclusionary behaviour
	Improved inclusion; legal compliance



                
                         
                           Conclusion
This report has analysed three critical HR challenges facing Tesco PLC: technological advancement, talent acquisition and retention, and Diversity, Equity and Inclusion. The company is actively addressing these through contemporary HR practices including digital learning platforms, AI-embedded support tools, competitive total reward packages, internal mobility programmes, employee resource networks, and inclusive leadership training (Tesco PLC 2024a; Tesco PLC 2024b; Tesco PLC 2025c). However, the effectiveness of these practices depends significantly on departmental managers who translate corporate strategy into daily team behaviours (Purcell 2014).
The Employment Rights Act 2025 introduces new compliance requirements that increase the urgency of implementation, particularly regarding harassment prevention and unfair dismissal processes (Shoosmiths 2026). 

                                       


                        Recommendations
Based on the analysis presented, the following recommendations are made to Tesco's HR function:
Table 7: Summary of Recommendations
	Recommendation
	Target Area
	Priority
	Success Metric

	Establish a peer coaching network for managers to share best practices in technology adoption, linking AI proficiency to line manager performance objectives
	Technological Advancement
	High
	80% manager participation within 6 months
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