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EXECUTIVE SUMMARY
This report critically examines three key HR challenges facing Tesco: technological transformation, talent acquisition and retention, and diversity, equity, and inclusion (DEI). Drawing on strategic HRM theory, the Resource‑Based View (RBV), human capital theory, and institutional theory, it evaluates how these challenges affect organisational capability and employee engagement. The report assesses the effectiveness of contemporary HR practices, including digital HR systems, employer branding, engagement strategies, and inclusive recruitment, highlighting both strengths and limitations. It also analyses managerial implementation requirements and concludes with evidence‑based recommendations to strengthen Tesco’s digital capability, talent strategy, and DEI integration.
INTRODUCTION 
Tesco is the UK’s largest retailer, operating more than 2,800 stores and employing over 300,000 people across retail, logistics, and digital operations (Tesco, 2023). As a major employer and market leader, Tesco’s HR strategy plays a critical role in sustaining organisational performance, customer satisfaction, and long‑term competitiveness. The company operates in a sector characterised by rapid technological change, labour shortages, evolving employee expectations, and increasing societal pressure to demonstrate fairness and inclusion.
This report critically examines three contemporary HR challenges facing Tesco: technological transformation, talent acquisition and retention, and diversity, equity, and inclusion (DEI). Drawing on strategic HRM (Boxall & Purcell, 2016), the Resource‑Based View (Barney, 1991), human capital theory (Becker, 1993), psychological contract theory (Rousseau, 1995), and institutional theory (DiMaggio & Powell, 1983), the report evaluates how these challenges affect organisational capability, employee engagement, and sustainability.
The report is structured into four sections: (1) an explanation of key HR challenges; (2) a critical evaluation of contemporary HR practices; (3) an assessment of managerial implementation; and (4) a conclusion with evidence‑based recommendations directly linked to the findings.
1. EXPLANATION OF KEY FACTORS 
1.1 Technological Advancements
Technological transformation is reshaping retail operations through automation, AI‑driven analytics, digital HR platforms, and self‑service technologies. Human capital theory emphasises that organisational performance depends on employee skills and capabilities (Becker, 1993). As Tesco adopts digital systems such as automated stock replenishment and predictive analytics, continuous upskilling becomes essential.
The Resource‑Based View (RBV) provides a valuable lens for understanding Tesco’s technological challenge. RBV argues that organisations gain sustained competitive advantage when they possess resources that are valuable, rare, inimitable, and non‑substitutable (Barney, 1991). Digital capability — including employee digital literacy, data interpretation skills, and technological adaptability — represents a strategic resource. However, technological disruption threatens this advantage if employees lack digital literacy or resist change.
Lewin’s (1947) change model highlights that employees often experience anxiety during the “unfreezing” stage, which can reduce engagement and productivity. Without strong change management, technological adoption may create skill gaps, reduce morale, and weaken service quality. The Job Demands–Resources (JD‑R) model (Bakker & Demerouti, 2007) further suggests that technological change increases job demands, requiring additional resources such as training, managerial support, and clear communication.
Technological change also alters job design. Routine tasks become automated, shifting employee roles toward customer interaction, problem‑solving, and data interpretation. This aligns with Ulrich’s (1997) HR model, which emphasises HR’s role in building organisational capability. Tesco must therefore balance automation with human‑centred roles to maintain service quality and employee satisfaction.
1.2 Talent Acquisition and Retention
Tesco faces challenges in attracting and retaining talent due to competitive labour markets, evolving employee expectations, and sector‑specific turnover. Psychological contract theory (Rousseau, 1995) explains that employees expect development, fairness, and meaningful work. When these expectations are unmet — for example, due to limited progression or high workload — turnover increases.
Strategic workforce planning is essential in addressing talent shortages, particularly in digital and analytical roles. McKinsey (2021) notes that organisations increasingly compete for digital talent across industries, making employer branding and development pathways critical. High turnover in retail also weakens organisational knowledge, disrupts team cohesion, and increases recruitment costs (Armstrong & Taylor, 2020).
The JD‑R model suggests that retail work is often physically demanding and emotionally taxing, contributing to burnout. Tesco must strengthen wellbeing, recognition, and development initiatives to maintain engagement and reduce turnover. From an RBV perspective, talent represents a strategic resource; therefore, retention is not simply an operational issue but a strategic priority.
1.3 Diversity, Equity, and Inclusion (DEI)
DEI is shaped by institutional pressures, legal requirements, and societal expectations. Institutional theory (DiMaggio & Powell, 1983) argues that organisations adopt DEI practices to maintain legitimacy. For Tesco, DEI is essential for brand reputation, customer trust, and workforce representation.
Research shows that diverse organisations outperform less diverse competitors due to improved innovation, decision‑making, and problem‑solving (McKinsey, 2020). However, DEI challenges persist, particularly in senior representation, equitable progression, and psychological safety. Unconscious bias, structural barriers, and cultural norms can hinder inclusion (CIPD, 2023).
DEI directly influences engagement. When employees feel valued and included, they demonstrate higher motivation and stronger organisational commitment (Shore et al., 2011). Conversely, exclusion or bias can lead to grievances, disengagement, and reputational damage. For long‑term sustainability, Tesco must embed DEI into everyday practices rather than treating it as compliance.
2. Evaluation of Contemporary HR Practices
2.1 Digital HR Systems and Workforce Analytics
Digital HR systems have become central to strategic HRM, enabling Tesco to streamline processes, improve accuracy, and support evidence‑based decision‑making. Workforce analytics allow Tesco to identify turnover trends, predict staffing needs, and highlight skill gaps, aligning with Ulrich’s (1997) strategic partner role, where HR contributes directly to organisational strategy.
Effectiveness and Strengths: Digital HR systems enhance accuracy and transparency in HR processes (CIPD, 2023), reducing administrative burden and enabling managers to make informed decisions. Workforce analytics support evidence‑based HRM (Barends & Rousseau, 2018), allowing Tesco to proactively address issues such as absenteeism, turnover, and labour shortages. Self‑service HR tools also improve employee autonomy, enabling staff to manage schedules, request leave, and access training resources.
Critical Limitations: However, digital HR systems are not universally beneficial. Digital exclusion may affect older or less tech‑confident employees, potentially widening capability gaps. Data‑driven systems can oversimplify complex human behaviours, reducing employees to metrics that may not capture contextual factors such as wellbeing or team dynamics. Kotter’s (1996) change model highlights that technological adoption requires strong change management; without this, employees may resist new systems, reducing effectiveness. From an RBV perspective, digital capability only becomes a strategic advantage if employees possess the skills to use these systems effectively — otherwise, technology becomes a liability rather than a resource.
Overall, digital HR systems are effective for Tesco, but their success depends on managerial capability, employee digital literacy, and cultural readiness.
2.2 Employer Branding and Strategic Workforce Planning
Employer branding is increasingly important in competitive labour markets. Signalling theory suggests that branding communicates organisational values and opportunities to potential applicants (Spence, 1973). For Tesco, strong employer branding is essential to attract talent in areas such as digital transformation, supply chain optimisation, and store leadership.
Effectiveness and Strengths: Employer branding can attract diverse talent pools (CIPD, 2022), reduce recruitment costs, and strengthen Tesco’s reputation as a stable employer. Strategic workforce planning helps align staffing needs with organisational goals, supporting succession planning and long‑term capability building. From an RBV perspective, attracting and retaining high‑skill talent is essential for developing VRIN capabilities that competitors cannot easily replicate.
Critical Limitations: However, employer branding alone cannot overcome negative perceptions of retail work, such as low pay, high workload, and limited progression. Workforce planning is also vulnerable to economic volatility, supply chain disruptions, and labour shortages. Effective workforce planning requires cross‑functional collaboration, which can be inconsistent across Tesco’s large and geographically dispersed operations. Furthermore, branding may create expectations that Tesco cannot always fulfil, risking psychological contract breaches (Rousseau, 1995) that undermine retention.
Thus, employer branding and workforce planning are valuable but must be supported by genuine development opportunities and realistic job previews.
2.3 Employee Engagement and Retention Strategies
Tesco uses engagement surveys, wellbeing initiatives, flexible working options, and leadership development programmes to strengthen engagement and reduce turnover.
Effectiveness and Strengths: Wellbeing initiatives can reduce burnout and improve morale (CIPD, 2023). Leadership development supports internal progression, strengthening Tesco’s talent pipeline. Engagement surveys provide insights into employee sentiment, enabling targeted interventions. The JD‑R model (Bakker & Demerouti, 2007) suggests that increasing job resources — such as support, recognition, and development — can buffer the effects of high job demands, making these initiatives particularly relevant in retail environments.
Critical Limitations: However, engagement surveys may not capture deeper cultural issues, especially if employees fear retaliation or believe feedback will not lead to change. Engagement initiatives can be perceived as symbolic if not followed by meaningful action, weakening trust and psychological contracts. Flexible working is difficult to implement in frontline retail roles, limiting its impact on the majority of Tesco’s workforce. Additionally, leadership development may disproportionately benefit managerial staff, leaving frontline employees feeling overlooked.
Overall, engagement strategies are beneficial but must be consistently implemented and supported by visible managerial action.
2.4 Inclusive Recruitment and DEI Initiatives
Inclusive recruitment practices — such as anonymised applications and diverse interview panels — aim to reduce bias and improve fairness. DEI initiatives, including bias training, employee resource groups, and transparent reporting, support representation and inclusion.
Effectiveness and Strengths: DEI initiatives enhance organisational legitimacy (DiMaggio & Powell, 1983), strengthen psychological safety, and improve innovation and decision‑making (McKinsey, 2020). Inclusive recruitment can widen talent pools and reduce structural barriers, supporting Tesco’s commitment to representing the communities it serves.
Critical Limitations: However, bias training alone does not change behaviour without accountability mechanisms. DEI initiatives may be perceived as “tick‑box” exercises if not embedded into everyday practice. Progress can be slow at senior levels, where representation gaps remain. From an RBV perspective, DEI only becomes a strategic advantage when inclusion is deeply embedded in culture, leadership behaviour, and decision‑making — not when it is treated as compliance.
Thus, DEI practices are valuable but require sustained leadership commitment, cultural change, and measurable accountability.
3. CRITICAL EVALUATION OF MANAGERIAL IMPLEMENTATION 
Effective implementation requires strong managerial leadership, communication, and monitoring. Managers act as “change agents” (Kotter, 1996), translating HR strategy into operational reality.
3.1 Leadership Accountability
Leadership behaviour directly influences employee engagement and adoption of new practices. Transformational leadership theory suggests that leaders who inspire, motivate, and support employees improve change outcomes (Bass, 1985). Managers must model inclusive behaviours, support digital learning, and actively engage in workforce planning.
3.2 Communication Strategies
Clear communication reduces uncertainty and builds trust. According to Lewin (1947), communication is essential during the “unfreezing” stage of change. Two‑way communication helps identify barriers early and ensures employees feel heard.
3.3 Monitoring and Performance Measurement
Managers must use KPIs, analytics, and engagement data to monitor progress. Evidence‑based HR emphasises the importance of using data to evaluate HR practices (Barends & Rousseau, 2018). Regular review enables continuous improvement.
3.4 Organisational Culture
Culture determines implementation success. Schein (2010) argues that culture shapes employee behaviour and expectations. Managers must foster a culture of learning, inclusion, and adaptability.
3.5 Barriers and Solutions
Common barriers include resistance to change, limited resources, skill gaps, and inconsistent managerial capability. These can be overcome through:
· targeted training
· phased implementation
· incentives for adoption
· cross‑functional collaboration
· transparent communication
Urgency is essential, particularly in digital transformation and DEI, where delays harm competitiveness.
CONCLUSION 
Tesco operates in a highly dynamic environment where technological disruption, labour market competition, and DEI expectations significantly shape HR strategy. The organisation must strengthen digital capability, enhance talent attraction and retention, and embed DEI into everyday practice to maintain competitiveness and sustainability. Contemporary HR practices — including digital HR systems, employer branding, engagement strategies, and inclusive recruitment — offer valuable solutions but require careful, strategic implementation. Effective managerial leadership, clear communication, robust monitoring, and a supportive organisational culture are essential for ensuring these practices deliver meaningful impact. Addressing these challenges proactively will enable Tesco to build a resilient, future‑ready workforce.
RECOMMENDATIONS 
The analysis demonstrates that Tesco’s HR challenges are interconnected and require a strategic, evidence‑based response. To address technological disruption, Tesco should invest in long‑term digital capability building. This aligns with the RBV, which emphasises developing human capital that is valuable and difficult for competitors to imitate. Digital literacy programmes, combined with structured change management (Lewin, 1947; Kotter, 1996), would reduce resistance and strengthen employee confidence.
The findings also highlight persistent challenges in talent acquisition and retention, particularly in digital and leadership roles. Tesco should therefore enhance its employer branding by emphasising career progression, wellbeing, and community impact — factors shown to influence psychological contracts and employee commitment (Rousseau, 1995). Strengthening strategic workforce planning would help anticipate future skill needs and reduce reliance on reactive recruitment.
DEI challenges require deeper cultural change rather than isolated initiatives. Linking inclusive behaviours to managerial KPIs would reinforce accountability and align leadership behaviour with institutional expectations (DiMaggio & Powell, 1983). Expanding employee resource groups and improving representation at senior levels would strengthen psychological safety and support innovation (Shore et al., 2011).
Finally, Tesco should adopt evidence‑based HR practices (Barends & Rousseau, 2018), using workforce analytics to monitor turnover, engagement, DEI progress, and training effectiveness. This would ensure that HR interventions are continuously evaluated and refined, supporting long‑term organisational resilience.
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