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Organisational culture at TESCO plc: A critical analysis

1.Introduction:
Organisational culture is recognised as one of the most influential factors affecting organisational success because it shapes the way employees think, behave and interact within the workplace. Rather than simply reflecting written rules or policies, culture represents the shared beliefs, assumptions and values that influence how work is undertaken and how organisational members respond to everyday challenges. Mullins and Christy (2016, p. 574) describe organisational culture as "how things are done around here", emphasising that it affects organisational processes including decision-making, organisational structure, employee motivation, communication and management control. As organisations become increasingly global, culturally diverse and technology-driven, developing a strong organisational culture has become essential for maintaining competitive advantage and long-term sustainability.
Organisational culture is particularly significant within the retail industry, where employees directly influence customer experience and organisational reputation. Retail organisations operate in rapidly changing environments characterised by technological innovation, changing consumer expectations, increasing competition and economic uncertainty. Consequently, organisations require cultures that provide consistency while remaining sufficiently flexible to respond to external change. A positive organisational culture not only improves employee engagement but also enhances innovation, collaboration and organisational performance (Alvesson, 2013).
Tesco plc provides an appropriate organisation for analysing the relationship between organisational culture and organisational effectiveness. Established in 1919, Tesco has developed into one of the world's largest retailers, employing more than 300,000 people across the United Kingdom, Europe and Asia. Although its core business remains food retailing, Tesco has diversified into banking, insurance, online retail and mobile telecommunications. Such operational diversity requires a strong organisational culture capable of aligning employees across different business functions while maintaining consistent service standards.
During the past decade, Tesco has experienced significant organisational transformation following financial difficulties, increasing competition from discount retailers and changing consumer behaviour. Under successive leadership teams, the organisation has invested heavily in rebuilding employee trust, strengthening ethical standards, embracing digital innovation and improving customer satisfaction. These developments make Tesco an appropriate case through which to evaluate how organisational culture influences organisational structure, strategic decision-making and long-term organisational performance.
This report critically evaluates Tesco's organisational culture by applying established organisational culture theories, including Schein's Three Levels of Culture, Handy's Cultural Types, Hofstede's Cultural Dimensions and Johnson and Scholes' Cultural Web. The report also analyses how organisational culture influences Tesco's organisational structure and managerial decision-making before examining how external environmental factors have shaped cultural development. Finally, the discussion evaluates whether Tesco's culture acts primarily as an enabler or barrier to organisational effectiveness and concludes with evidence-based recommendations designed to strengthen organisational performance.

2. Organisational Culture, Structure and Decision-Making at Tesco
Organisational culture and organisational structure are closely interconnected because each influences the effectiveness of the other. While organisational structure establishes formal reporting relationships, authority and communication channels, organisational culture determines how employees behave within those structural arrangements. Mullins and Christy (2016) argue that neither structure nor culture can function effectively in isolation because organisational objectives are achieved only when both remain aligned.
Tesco's organisational structure has traditionally reflected a functional and hierarchical design, enabling senior management to coordinate activities across thousands of stores while maintaining consistent operational standards. Responsibilities are divided between retail operations, supply chain management, finance, marketing, digital services and human resource management. Such a structure supports operational efficiency by clearly defining responsibilities, reporting relationships and decision-making authority.
However, structure alone cannot explain Tesco's organisational effectiveness. Culture reinforces the behaviours expected within that structure by encouraging employees to prioritise customer service, teamwork and operational excellence. Employees are not simply instructed to provide excellent service through written procedures; they are socialised into organisational values through induction programmes, leadership behaviour, training initiatives and performance management systems. This reflects Schein's (1992) argument that culture develops through shared learning experiences and gradually becomes embedded within organisational behaviour.
Tesco's culture also influences managerial decision-making. Strategic decisions concerning pricing, digital investment, sustainability initiatives and customer service improvements are guided not only by financial objectives but also by organisational values centred on serving customers and supporting communities. The company's well-known purpose of serving customers "a little better every day" demonstrates how cultural values influence strategic priorities beyond financial performance alone (Tesco plc, 2025).
The relationship between structure and culture became particularly evident during Tesco's business transformation following the accounting scandal in 2014. The crisis exposed weaknesses in organisational governance, communication and leadership, prompting substantial cultural change throughout the organisation. Senior management introduced stronger ethical controls, improved transparency, invested in leadership development and encouraged greater employee engagement. These changes illustrate how organisational culture must evolve alongside organisational structure in response to changing internal and external conditions.
From a critical perspective, Tesco's structured organisational hierarchy offers several advantages. Clear accountability improves operational control, ensures legal compliance and supports consistent customer experiences across geographically dispersed stores. Employees understand reporting relationships, performance expectations and organisational objectives, reducing ambiguity and enhancing coordination.
Nevertheless, hierarchical structures may also create disadvantages. Decision-making can become slower because authority remains concentrated within senior management. Frontline employees who interact directly with customers may possess valuable knowledge regarding local market conditions but have limited authority to implement improvements. Consequently, excessive centralisation may reduce organisational flexibility and limit innovation. Alvesson (2013) argues that organisations operating in highly competitive environments increasingly require cultures that encourage participation, learning and continuous improvement rather than excessive managerial control.
Tesco has attempted to address these limitations by encouraging greater collaboration across departments and investing in digital technologies that improve communication between stores and head office. Cross-functional project teams responsible for online retail, sustainability initiatives and technological innovation demonstrate movement towards a more flexible organisational approach while maintaining overall operational consistency.
Therefore, Tesco illustrates the importance of aligning organisational structure with organisational culture. While formal structures provide stability and accountability, organisational culture encourages the behaviours, attitudes and relationships necessary to achieve organisational objectives effectively. Maintaining this balance remains particularly important as Tesco continues responding to technological disruption, changing consumer expectations and increasing global competition. 
3. Organisational Culture, Structure and Decision-Making at Tesco
Organisational culture and organisational structure are closely connected because culture influences how authority is exercised, how employees communicate and how decisions are made throughout the organisation. Mullins and Christy (2016) argue that culture and structure should complement one another, as a mismatch between the two can reduce organisational effectiveness. Within Tesco, culture supports a largely functional and hierarchical organisational structure that enables consistency across thousands of stores while allowing sufficient flexibility to respond to changing customer needs.
Tesco's organisational structure contains clear reporting relationships, standardised operating procedures and defined managerial responsibilities. This reflects many characteristics of a role culture, where authority is based upon formal positions rather than individual influence (Handy, 1993). Employees are expected to follow established policies covering customer service, health and safety, stock management and operational performance. Such consistency is particularly important within the retail sector because customers expect similar service standards regardless of which Tesco store they visit.
The relationship between culture and structure can also be explained through Schein's (1992) model. Tesco's artefacts, including employee uniforms, standard store layouts, digital self-service technology and the well-known 'Every Little Helps' slogan, reinforce behavioural expectations and organisational priorities. These visible elements support a culture focused upon efficiency, customer satisfaction and operational excellence.
At the level of espoused values, Tesco promotes collaboration, inclusion, accountability and continuous improvement through leadership programmes and employee development initiatives (Tesco PLC, 2024). These values encourage staff to work collectively while maintaining responsibility for delivering high standards of customer service.
The deepest level of Schein's framework concerns basic assumptions, which represent beliefs that employees rarely question because they have become embedded within everyday organisational life (Schein, 1992). At Tesco, one underlying assumption is that long-term commercial success depends upon consistently meeting customer expectations. Another is that operational discipline, accurate data and continuous efficiency improvements create competitive advantage. These assumptions shape employee behaviour even when they are not explicitly discussed.
Although Tesco demonstrates a strong role culture, elements of task culture are increasingly evident, particularly within areas responsible for digital transformation, online retailing, supply chain innovation and sustainability projects. Cross-functional project teams combine specialists from technology, logistics, marketing and operations to improve organisational responsiveness. Handy (1993) suggests that task cultures are particularly effective where organisations must solve complex problems requiring specialist knowledge. Tesco therefore operates through a hybrid cultural approach, balancing stability with innovation.
Deal and Kennedy's (2000) cultural model also provides useful insight into Tesco's organisational environment. They categorise organisations according to the level of risk involved and the speed of feedback received. Tesco most closely reflects a work-hard/play-hard culture, characterised by relatively low business risk but rapid performance feedback. Employees receive immediate customer responses through sales figures, service ratings, mystery shopper reports and customer complaints. This continuous feedback encourages employees to maintain high service standards while supporting ongoing organisational learning.
Decision-making within Tesco reflects both its culture and organisational structure. Strategic decisions concerning investment, acquisitions, sustainability and digital transformation are generally made by senior executives and the Board of Directors. Operational decisions relating to staffing, merchandising and customer service are delegated to regional and store managers within clearly defined organisational guidelines. This combination of centralised strategy and decentralised implementation enables Tesco to maintain consistency while allowing local managers some discretion to respond to regional market conditions.
However, highly structured decision-making can create limitations. Bureaucratic procedures may reduce flexibility, particularly when frontline employees identify opportunities for local innovation but require multiple levels of managerial approval before implementing changes. Mintzberg (1983) argues that excessive centralisation can reduce organisational responsiveness in rapidly changing environments. Consequently, Tesco must continually balance standardisation with employee empowerment.
Digital technology has also transformed organisational decision-making. Tesco increasingly relies upon data analytics, artificial intelligence and customer purchasing information to forecast demand, manage inventory and personalise marketing campaigns (Tesco PLC, 2024). These technologies support evidence-based decision-making while strengthening the organisation's customer-focused culture. Nevertheless, greater reliance on technology also increases the importance of maintaining ethical standards regarding customer privacy and responsible data management.
Overall, Tesco's organisational culture reinforces a structured yet increasingly adaptive organisational framework. While role culture continues to provide operational consistency, growing elements of task culture enable greater innovation and responsiveness. This combination allows Tesco to balance operational efficiency with strategic flexibility within an increasingly competitive retail sector.
4. Responding to the External Environment
No organisation operates independently of its external environment. Economic conditions, technological developments, legislation, consumer expectations and environmental concerns continuously influence organisational priorities. Mullins and Christy (2016) argue that organisations must ensure their culture evolves alongside external changes if they are to remain competitive. Tesco provides a strong example of how organisational culture adapts in response to changing environmental pressures while preserving its core values.
PESTEL analysis provides a useful framework for understanding these external influences. Politically and legally, Tesco operates within a highly regulated environment that includes employment legislation, food safety requirements, consumer protection laws and competition regulations. Compliance with these requirements has encouraged a culture emphasising accountability, transparency and ethical responsibility. Employees receive regular compliance training to ensure legal standards are consistently maintained throughout the organisation.
Economic conditions have significantly influenced Tesco's culture in recent years. Rising inflation, increasing energy prices and the cost-of-living crisis have altered customer purchasing behaviour, increasing demand for affordable products and promotional pricing. In response, Tesco has strengthened its customer-focused culture by expanding value ranges, enhancing Clubcard promotions and improving operational efficiency (Tesco PLC, 2024). This demonstrates how external economic pressures directly shape organisational priorities and decision-making.
Social factors have become increasingly influential in determining organisational culture. Modern consumers expect businesses to demonstrate responsible environmental practices, ethical sourcing and greater commitment to diversity and inclusion. Tesco has responded by embedding sustainability into its organisational values through commitments to reducing food waste, lowering carbon emissions and supporting local communities. These initiatives reinforce customer trust while strengthening employee engagement through shared organisational purpose.
Technological advancement has arguably produced the greatest cultural transformation within Tesco. The rapid growth of online shopping, digital payment systems, automated warehouses and artificial intelligence has required substantial organisational change. Rather than resisting technological innovation, Tesco has developed a culture that encourages continuous learning and adaptation. Employees increasingly require digital skills alongside traditional customer service competencies, illustrating how external technological developments influence both organisational culture and workforce capability.
Environmental sustainability has become another major driver of cultural change. Increasing public concern regarding climate change and responsible business practices has encouraged Tesco to integrate environmental objectives into corporate strategy. Initiatives including reducing plastic packaging, improving recycling systems and achieving net-zero emissions demonstrate that sustainability is becoming embedded within organisational culture rather than existing as a separate corporate responsibility programme (Tesco PLC, 2024).
Hofstede's organisational dimensions further explain Tesco's adaptive culture. The organisation increasingly demonstrates an externally driven orientation, responding directly to customer expectations and competitive market conditions rather than focusing solely upon internal operational priorities (Hofstede, Neuijen, Ohayv and Sanders, 1990). Tesco also reflects an open system, encouraging partnerships with suppliers, community organisations and external stakeholders to strengthen organisational performance.
Despite these positive developments, adapting organisational culture remains challenging. Rapid technological change requires continuous employee training, while sustainability initiatives often involve significant financial investment. Furthermore, balancing commercial objectives with social and environmental responsibilities can create tensions between short-term profitability and long-term organisational reputation.
Nevertheless, Tesco's willingness to adapt demonstrates the importance of maintaining a flexible organisational culture capable of responding to external environmental change. As Alvesson (2013) argues, organisations that continually reassess their cultural assumptions are more likely to remain competitive in uncertain business environments. Tesco's ability to integrate innovation, sustainability and customer focus into its organisational culture illustrates how culture can become a strategic resource that supports long-term organisational resilience.
5. Organisational Culture as an Enabler and Barrier
Organisational culture can strengthen organisational performance by creating shared values and consistent ways of working, but it can also become an obstacle if it discourages flexibility or innovation. Schein (1992) argues that culture shapes employees' behaviour through deeply held assumptions that influence everyday decisions. In Tesco's case, its customer-focused culture provides a clear direction for employees while supporting consistent service standards across its operations.
One of Tesco's main cultural strengths is its commitment to customer service. The company's long-standing 'Every Little Helps' philosophy encourages employees to prioritise customers in their daily activities. This shared purpose creates consistency in service delivery and helps reinforce Tesco's reputation within the highly competitive retail sector. O'Reilly, Chatman and Caldwell (1991) suggest that strong organisational cultures improve coordination because employees understand the behaviours expected of them without relying solely on formal rules.
Tesco's culture also promotes operational efficiency. Standard procedures, clear responsibilities and performance monitoring allow the organisation to maintain quality across thousands of stores. These characteristics reflect Handy's (1993) role culture, where clearly defined responsibilities improve accountability and organisational control. Such consistency is particularly valuable in large retailers where customers expect a similar experience regardless of location.
Another important strength is Tesco's commitment to ethical and socially responsible business practices. The organisation has integrated sustainability, responsible sourcing and diversity into its corporate values, demonstrating that ethical behaviour is becoming part of everyday organisational culture (Tesco PLC, 2024). These initiatives not only strengthen corporate reputation but also improve employee commitment by providing a stronger sense of organisational purpose.
Despite these advantages, a strong culture may also restrict organisational effectiveness. Highly standardised procedures can reduce employee autonomy and discourage local innovation. Frontline employees often understand customer needs better than senior management, yet bureaucratic processes may delay the implementation of new ideas. Deal and Kennedy (2000) argue that organisations with deeply embedded cultures may become resistant to change, particularly when existing practices have delivered success over a long period.
Large organisations such as Tesco may also develop departmental subcultures. Different priorities within stores, distribution centres and head office functions can reduce communication and collaboration if not effectively managed (Alvesson, 2013). Furthermore, centralised decision-making may limit employee involvement, reducing motivation and slowing organisational responsiveness.
Overall, Tesco's culture acts primarily as an enabler by promoting customer focus, operational consistency and ethical behaviour. However, maintaining long-term competitiveness requires continuous cultural development to ensure that standardisation does not reduce innovation, flexibility or employee engagement.
6. Impact of Organisational Culture on Performance and Recommendations
Organisational culture has a significant influence on Tesco's overall performance because it shapes employee behaviour, customer experience and organisational capability. Research suggests that organisations whose cultures align with strategic objectives generally achieve higher levels of effectiveness, innovation and employee commitment (Gregory et al., 2009).
Tesco's customer-focused culture contributes directly to organisational performance by encouraging employees to deliver consistent service. Positive customer experiences strengthen loyalty, enhance the company's reputation and support long-term profitability. At the same time, investment in employee development and leadership programmes encourages continuous learning, helping employees adapt to changing business requirements (Tesco PLC, 2024). Zheng, Yang and McLean (2010) also argue that organisational learning improves effectiveness when supported by an appropriate organisational culture.
The organisation's increasing investment in technology has further strengthened performance. Digital retailing, automated supply chains and data analytics have improved operational efficiency while enabling Tesco to respond more quickly to changing customer behaviour. Hogan and Coote (2014) found that cultures encouraging innovation positively influence organisational performance by supporting knowledge sharing and continuous improvement.
However, certain cultural characteristics may reduce organisational performance. Excessive bureaucracy can slow decision-making, while highly structured procedures may discourage creativity. As customer expectations continue to evolve, organisations require cultures that balance operational control with flexibility (Alvesson, 2013).
To strengthen organisational culture further, several recommendations are proposed.
Firstly, Tesco should increase employee empowerment by allowing store managers greater discretion to make local operational decisions. This would improve responsiveness while encouraging innovation and employee ownership.
Secondly, the organisation should strengthen communication between senior leaders and frontline employees through regular feedback forums and cross-functional collaboration. Improved communication would reduce barriers between departments while encouraging knowledge sharing.
Thirdly, Tesco should continue investing in leadership development, with greater emphasis on inclusive leadership, emotional intelligence and change management. Schein (1992) argues that leaders play a central role in reinforcing organisational culture through their behaviour and decision-making.
Finally, Tesco should continue expanding sustainability and employee wellbeing initiatives. These areas increasingly influence customer expectations, employee engagement and organisational reputation, supporting long-term organisational success.
By implementing these recommendations, Tesco can preserve the strengths of its existing culture while improving adaptability, innovation and employee engagement.
4. Conclusion
Organisational culture plays a vital role in determining how organisations operate, make decisions and achieve long-term success. The analysis of Tesco demonstrates that its culture is built upon strong customer focus, operational consistency and clearly defined organisational values. Using Schein's Three Levels of Culture, Handy's Cultural Types, Hofstede's organisational dimensions and Deal and Kennedy's framework has shown how culture influences organisational structure, leadership and decision-making.
The report has also demonstrated that Tesco continues to adapt its culture in response to external pressures, including technological change, sustainability expectations and changing consumer behaviour. While its culture supports efficiency, customer satisfaction and organisational stability, excessive standardisation and bureaucracy may reduce innovation and employee empowerment if left unaddressed.
Overall, Tesco's organisational culture acts more as an enabler than a barrier to organisational effectiveness. Continued investment in leadership, employee involvement, communication and organisational learning will help ensure that the culture remains flexible enough to respond to future challenges while maintaining the organisation's competitive position within the retail sector.
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