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Organisational Culture and Its Impact on Structure, Decision-Making and Performance: Tesco

[bookmark: _Toc227604303]1. Introduction
Organisational culture is a central concept in understanding how organisations function, influencing behaviour, decision-making, and structural design. It is commonly defined as a system of shared assumptions and values that guide organisational members. Edgar Schein describes culture as “a pattern of shared basic assumptions learned by a group” (Schein, 2010, p. 18), emphasising its deep-rooted, often unconscious nature.
Mullins and Christy (2016, p.574) further argue that culture shapes “how things are done around here,” affecting key organisational processes such as motivation, control, and group behaviour. In the context of globalisation and increasing organisational complexity, managing culture has become essential for ensuring coherence across diverse workforces.
The UK retail sector provides a dynamic environment in which organisational culture plays a critical role in shaping competitiveness and adaptability. Tesco offers a particularly relevant case study due to its large scale, international presence, and significant cultural transformation following the 2014 accounting scandal. This event exposed weaknesses in governance and organisational behaviour, prompting a shift towards greater transparency, accountability, and customer focus.
This report critically evaluates how organisational culture influences Tesco’s structure and decision-making processes. It applies key theoretical frameworks developed by Geert Hofstede and Charles Handy alongside Schein’s model to identify Tesco’s prevailing culture. Furthermore, it analyses how Tesco leverages culture to respond to external environmental pressures, assesses whether culture acts as a barrier or enabler, and evaluates its impact on organisational performance. The report concludes with evidence-based recommendations for enhancing Tesco’s cultural effectiveness.

[bookmark: _Toc227604304]2. Culture, Structure and Decision-Making
Organisational culture significantly shapes structural design and decision-making processes, particularly in large, complex organisations. Tesco’s historical reliance on a hierarchical and centralised structure reflects a culture focused on control, efficiency, and performance outcomes. Such structures align with what Burns and Stalker (1961) describe as mechanistic systems, which are suited to stable environments but may struggle in dynamic contexts.
Before its cultural transformation, Tesco’s decision-making processes were largely top-down, with strategic authority concentrated at senior management levels. This reflects a role-based culture in which formal procedures and hierarchical control dominate. However, as Mintzberg (1980) argues, highly centralised structures can limit innovation by restricting information flow and reducing employee autonomy.
The 2014 accounting scandal revealed the risks associated with such a culture. Excessive pressure to meet financial targets, combined with limited transparency, contributed to unethical decision-making (BBC, 2014). This supports Schein’s (2010) argument that underlying assumptions—rather than formal rules—ultimately shape behaviour. In Tesco’s case, an implicit emphasis on performance over ethics influenced decision-making at multiple levels.
In response, Tesco implemented structural and cultural reforms aimed at decentralising authority and promoting accountability. This shift aligns with contingency theory, which suggests that organisational structures must adapt to environmental complexity (Donaldson, 2001). By empowering store managers and encouraging collaborative decision-making, Tesco has moved towards a more organic structure.
However, this transition remains incomplete. While decentralisation improves responsiveness, it can create inconsistencies and coordination challenges. As Child (2005) notes, organisations must balance control with flexibility, particularly in large-scale operations. Tesco’s hybrid structure reflects this tension, combining elements of both mechanistic and organic systems.
Critically, this suggests that culture and structure are mutually reinforcing. While Tesco’s evolving culture supports greater flexibility, structural constraints continue to limit the extent of transformation. Therefore, achieving full alignment between culture and decision-making remains an ongoing challenge.
Beyond structural design, organisational culture at Tesco also shapes power dynamics and managerial control, which directly influence decision-making processes. While Tesco has moved towards a more decentralised approach, power remains unevenly distributed across hierarchical levels, reflecting what Henry Mintzberg (1983) describes as a “professional bureaucracy,” where authority is partially decentralised but still coordinated through central systems.
This creates a paradox. On the one hand, decentralisation allows local managers to respond to customer needs more effectively. On the other hand, corporate governance frameworks and performance monitoring systems continue to reinforce central control. For example, the use of key performance indicators (KPIs) and financial targets can shape managerial behaviour, sometimes prioritising short-term results over long-term cultural development.
From a critical perspective, this reflects a tension between instrumental and normative control. As Kunda (1992) argues, organisations increasingly use culture as a form of control by shaping employee beliefs and values rather than relying solely on formal authority. Tesco’s emphasis on customer focus and teamwork can therefore be interpreted not only as a cultural value but also as a mechanism for aligning employee behaviour with organisational goals.
However, this raises important questions about authenticity. While Tesco promotes empowerment and collaboration, employees may still experience pressure to conform to organisational expectations. This suggests that culture can act as a subtle form of control, reinforcing managerial authority even in decentralised structures.
Therefore, Tesco’s decision-making processes cannot be understood solely in terms of formal structure. Instead, they are shaped by a complex interaction between culture, power, and control mechanisms, highlighting the need for a more nuanced understanding of organisational behaviour.

[bookmark: _Toc227604305]3. Identifying Tesco’s Organisational Culture
[bookmark: _Toc227604306]3.1 Schein’s Model
Schein’s (2010) three-level model provides a comprehensive framework for analysing Tesco’s organisational culture. At the surface level, artefacts such as store layouts, branding, and employee interactions reflect a strong emphasis on customer service. The slogan “Every little helps” symbolises Tesco’s commitment to delivering value.
At the level of espoused values, Tesco promotes customer focus, teamwork, and continuous improvement. These values are embedded in organisational policies and leadership practices. However, as Schein (2010, p.32) notes, “espoused values may not always reflect actual behaviour,” highlighting the importance of examining deeper assumptions.
At the level of underlying assumptions, Tesco’s culture reflects a belief in efficiency, cost control, and customer satisfaction as drivers of success. While these assumptions support operational effectiveness, they may also contribute to risk-averse behaviour, limiting innovation.
Critically, Schein’s model emphasises depth but lacks consideration of external cultural influences, making it less effective for analysing multinational organisations like Tesco.
[bookmark: _Toc227604307]3.2 Handy’s Cultural Types
Handy (1993) identifies four cultural types, with Tesco primarily reflecting a role culture. This is characterised by formal structures, defined responsibilities, and procedural control. Role cultures are efficient but can be inflexible, particularly in dynamic environments.
However, Tesco also exhibits elements of a task culture, particularly in innovation-driven areas such as digital transformation. Task cultures emphasise collaboration and adaptability, enabling organisations to respond to change.
The coexistence of these cultural types highlights a key tension. While role culture provides stability, task culture supports innovation. As Handy (1993) argues, organisations must adapt their culture to environmental demands, suggesting that Tesco’s hybrid approach is both necessary and challenging.
[bookmark: _Toc227604308]3.3 Hofstede’s Cultural Dimensions
Hofstede (2001) provides a broader perspective by examining cultural differences at a national level. Tesco’s UK-based operations reflect relatively low power distance and high individualism, supporting employee involvement and accountability.
However, Hofstede’s model has been criticised for oversimplifying culture and neglecting organisational-level dynamics (McSweeney, 2002). While useful for understanding cross-cultural differences, it may not fully capture the complexity of Tesco’s internal culture.
[bookmark: _Toc227604309]Critical Comparison of Models
Each model offers valuable insights but also has limitations. Schein provides depth but lacks external context; Handy offers practical categorisation but oversimplifies complexity; Hofstede introduces a global perspective but lacks organisational specificity.
Therefore, a multi-theoretical approach is necessary to fully understand Tesco’s culture. This reinforces the idea that organisational culture is multifaceted and cannot be explained by a single framework. 
[bookmark: _Toc227604310]Limitations and Critique of Cultural Models
While models developed by Edgar Schein, Charles Handy, and Geert Hofstede provide valuable frameworks for analysing organisational culture, they have been widely criticised for oversimplifying complex organisational realities.
Schein’s model, for example, is highly influential due to its depth and focus on underlying assumptions. However, critics argue that it is difficult to operationalise in practice, as underlying assumptions are often unconscious and cannot be easily observed or measured (Hatch, 1993). In the context of Tesco, while it is possible to identify artefacts and espoused values, determining underlying assumptions requires interpretation, which may introduce subjectivity.
Similarly, Handy’s typology provides a useful classification of organisational cultures but lacks empirical rigour. As a result, it may oversimplify organisations by forcing them into predefined categories. Tesco, for instance, cannot be accurately described as purely a role or task culture, as it exhibits characteristics of both. This highlights the limitations of using static models to analyse dynamic organisations.
Hofstede’s framework has also been subject to significant criticism. McSweeney (2002) argues that Hofstede’s model assumes national cultures are homogeneous and stable, ignoring variations within organisations. For a multinational company like Tesco, this is particularly problematic, as organisational culture may differ significantly across regions and business units.
Despite these limitations, the continued use of these models reflects their heuristic value. They provide a structured way of analysing culture, even if they do not capture its full complexity. Therefore, rather than relying on a single model, a pluralistic approach is more appropriate.
[bookmark: _Toc227604311]Integrating Cultural Models for Deeper Insight
A more sophisticated analysis of Tesco’s culture can be achieved by integrating these models. Schein’s framework can be used to understand the depth of cultural assumptions, Handy’s typology to classify structural characteristics, and Hofstede’s dimensions to explore cross-cultural influences.
This integrated approach reveals that Tesco’s culture is not static but continuously evolving. It is shaped by internal organisational dynamics as well as external environmental pressures. Such complexity cannot be fully captured by any single theoretical model, reinforcing the importance of critical evaluation in organisational analysis.
[bookmark: _Toc227604312]4. Culture and Adaptation to External Environment
[bookmark: _Toc227604313]4.1 External Environmental Pressures
Tesco operates in a highly competitive and rapidly changing environment, requiring continuous adaptation to external pressures. These include increasing competition from discount retailers such as Aldi and Lidl, rapid technological advancements, and evolving consumer expectations. As noted by Mullins and Christy (2016), organisational culture plays a crucial role in shaping how firms respond to such environmental complexity.
In the retail sector, customer expectations have shifted significantly towards convenience, low prices, and digital accessibility. This has forced organisations like Tesco to rethink traditional business models. Furthermore, economic pressures, including inflation and changing consumer spending patterns, have intensified competition and increased the need for efficiency and adaptability.
[bookmark: _Toc227604314]4.2 Tesco’s Cultural Response to External Change
Tesco’s organisational culture has evolved to respond to these external challenges, particularly through a strong emphasis on customer-centricity and innovation. The organisation has prioritised convenience and accessibility by expanding its online shopping services, including home delivery and click-and-collect options (Tesco Plc, 2023). This demonstrates a proactive approach to digital transformation, supported by a culture that values responsiveness and continuous improvement.
In addition, Tesco has leveraged data-driven decision-making through its Clubcard loyalty programme, enabling the organisation to better understand customer behaviour and tailor its offerings. This reflects Barney’s (1991) resource-based view, which identifies organisational culture as a key source of competitive advantage.
However, despite these strengths, Tesco faces limitations in its ability to adapt quickly. Large organisations often experience structural inertia, where established routines and cultural norms resist change (Johnson et al., 2017). In Tesco’s case, hierarchical processes and legacy systems may slow down decision-making and limit innovation. This creates a tension between the need for stability and the demand for flexibility in a dynamic market environment.
[bookmark: _Toc227604315]4.3 Globalisation and Cultural Complexity
In addition to domestic pressures, Tesco’s organisational culture is shaped by the challenges of globalisation. Operating across multiple international markets requires the organisation to balance global consistency with local responsiveness. This reflects what Bartlett and Ghoshal (1989) describe as the management of transnational organisations.
Tesco must adapt its practices to different cultural environments while maintaining a coherent organisational identity. From the perspective of Geert Hofstede (2001), differences in cultural dimensions such as power distance and uncertainty avoidance influence how organisational practices are implemented across regions.
However, achieving this balance is complex. Excessive standardisation may limit responsiveness to local needs, while excessive localisation may weaken organisational cohesion. This highlights the need for a flexible and adaptive organisational culture that can operate effectively across diverse contexts.

[bookmark: _Toc227604316]5. Culture as a Barrier or Enabler
Tesco’s organisational culture functions as both an enabler and a barrier. As an enabler, it promotes customer focus, accountability, and continuous improvement, supporting organisational effectiveness.
However, elements of its traditional culture may act as barriers. Bureaucratic processes and hierarchical control can limit innovation and slow decision-making. This reflects what Schein (2010) describes as cultural inertia, where deeply embedded assumptions resist change.
Critically, Tesco’s culture can be considered a conditional enabler. Its effectiveness depends on the extent to which it evolves to meet changing organisational needs.
[bookmark: _Toc227604317]5.1 The Role of Leadership in Shaping Tesco’s Culture
Leadership plays a critical role in shaping and reinforcing organisational culture, influencing both formal structures and everyday organisational behaviour. As Edgar Schein (2010, p.3) argues, “the only thing of real importance that leaders do is to create and manage culture,” highlighting the centrality of leadership in cultural development.
At Tesco, leadership has been instrumental in driving cultural transformation following the 2014 accounting crisis. The appointment of new leadership marked a strategic shift towards transparency, accountability, and customer-centric values. Senior leaders sought to rebuild organisational trust by redefining corporate values and strengthening governance frameworks, demonstrating how leadership can actively shape cultural direction.
From a theoretical perspective, this transformation reflects principles of transformational leadership, as outlined by Bernard M. Bass (1985), where leaders motivate employees by articulating a clear vision and aligning organisational values with strategic goals. Tesco’s leadership has attempted to embed a culture focused on ethical behaviour and customer satisfaction, encouraging employees to internalise these values.
However, leadership-driven cultural change is inherently complex and not always successful. As Alvesson (2013) argues, organisational culture cannot be easily imposed from the top down, as it is continuously shaped through social interactions and employee experiences. This suggests that while leaders can influence culture, they do not fully control it. In Tesco’s case, this raises questions about the depth of cultural change, particularly whether new values have been fully embedded at all organisational levels.
Furthermore, there is often a gap between espoused values and enacted practices. If leadership promotes ethical behaviour and transparency but organisational systems continue to prioritise performance metrics and cost efficiency, employees may experience conflicting expectations. This aligns with Schein’s (2010) distinction between espoused values and underlying assumptions, where discrepancies can undermine cultural consistency.
Critically, Tesco’s leadership approach highlights both the potential and limitations of top-down cultural change. While leadership has successfully initiated transformation, sustaining this change requires alignment between leadership behaviour, organisational systems, and employee engagement. Without such alignment, cultural change may remain superficial rather than deeply embedded.
Therefore, leadership at Tesco acts as both a driver and a constraint in shaping organisational culture. Its effectiveness depends not only on strategic intent but also on the extent to which cultural values are consistently reinforced across all levels of the organisation.
[bookmark: _Toc227604318]5.2 Culture as an Enabler
Organisational culture at Tesco can be seen as a significant enabler of effective functioning, particularly in relation to customer focus, operational efficiency, and strategic adaptability. A strong and coherent culture provides employees with a shared sense of purpose, guiding behaviour and aligning individual actions with organisational objectives.
Tesco’s emphasis on customer-centric values, encapsulated in its long-standing slogan “Every little helps,” reinforces a culture that prioritises customer satisfaction and service quality. This cultural orientation supports consistent service delivery across stores and enhances customer loyalty, which is a key driver of performance in the retail sector. As Barney (1991) suggests, organisational culture can serve as a valuable and inimitable resource, providing a sustained competitive advantage when it is deeply embedded and widely shared.
Furthermore, Tesco’s culture of continuous improvement and data-driven decision-making enhances its ability to respond to market trends. The use of customer data through initiatives such as the Clubcard programme enables the organisation to anticipate consumer needs and tailor its offerings accordingly. This demonstrates how cultural values are translated into operational capabilities, supporting both efficiency and innovation.
In addition, the organisation’s post-crisis emphasis on accountability and ethical behaviour has contributed to rebuilding stakeholder trust. A culture that promotes transparency and integrity can enhance organisational legitimacy and strengthen relationships with customers, employees, and investors. This aligns with Schein’s (2010) argument that culture provides stability and meaning, enabling coordinated action within organisations.
However, the enabling role of culture is contingent upon its alignment with organisational strategy. Tesco’s culture has evolved to support its strategic focus on convenience, affordability, and digital transformation. This alignment enhances organisational effectiveness by ensuring that cultural values reinforce strategic objectives.
Critically, Tesco’s culture also facilitates coordination across its large and complex operations. Shared norms and values reduce the need for constant supervision, allowing for more efficient management. This reflects the concept of normative control (Kunda, 1992), where employee behaviour is guided by internalised values rather than external enforcement.
Overall, Tesco’s organisational culture acts as a strong enabler by promoting customer focus, supporting innovation, and enhancing organisational cohesion. Its ability to align employee behaviour with strategic goals contributes significantly to the organisation’s overall performance.
[bookmark: _Toc227604319]5.3 Culture as a Barrier
Despite its enabling characteristics, organisational culture at Tesco can also act as a barrier, particularly when deeply embedded norms limit flexibility and innovation. While culture provides stability, it can create resistance to change in large organisations.
One key limitation is Tesco’s historical reliance on hierarchical structures and performance-driven practices. These can reinforce bureaucracy, slowing decision-making and reducing agility. As Johnson et al. (2017) argue, established routines and norms can create inertia, making adaptation difficult.
Additionally, strong performance targets may encourage short-termism, where managers prioritise immediate financial outcomes over long-term development. Schein (2010) highlights that underlying assumptions often persist, meaning elements of Tesco’s previous culture may still influence behaviour.
Cultural consistency across a large organisation is also challenging. Differences in management styles and regional practices can lead to variations in how values are applied, creating misalignment between strategy and operations.
Another limitation is the risk of conformity. While shared values enhance cohesion, they may discourage dissent and limit innovation (Alvesson, 2013). Employees may hesitate to challenge established practices if they conflict with organisational norms.
Therefore, Tesco’s culture can act as a barrier when it reinforces outdated practices or limits adaptability, highlighting the need for continuous cultural development.

[bookmark: _Toc227604320]6. Impact on Performance and Recommendations
Organisational culture has significantly influenced Tesco’s performance. Its cultural transformation has contributed to improved customer satisfaction, financial recovery, and enhanced brand reputation (Tesco Plc, 2023).
However, sustaining this performance requires continued cultural development.
[bookmark: _Toc227604321]Recommendations
· Increase decentralisation to enhance responsiveness 
· Foster innovation by encouraging risk-taking 
· Invest in employee engagement and development 
· Strengthen digital culture to support future growth 
These recommendations align with theoretical insights and aim to enhance organisational effectiveness.



[bookmark: _Toc227604322]7. Conclusion
This report has demonstrated that organisational culture plays a critical role in shaping the structure, decision-making processes, and overall performance of Tesco. Through the application of key theoretical frameworks, including those developed by Edgar Schein, Geert Hofstede, and Charles Handy, it is evident that Tesco’s culture is multifaceted, combining elements of both stability and adaptability.
The analysis has shown that Tesco’s culture significantly influences its organisational structure and decision-making, supporting customer-centric strategies and data-driven practices. At the same time, structural inertia and legacy practices continue to limit full organisational agility. Furthermore, Tesco’s ability to respond to external environmental pressures, including digital transformation and globalisation, highlights the importance of a flexible and evolving organisational culture.
Critically, while Tesco’s culture functions primarily as an enabler of organisational effectiveness—supporting performance, innovation, and customer engagement—it also presents barriers in the form of bureaucracy, resistance to change, and potential misalignment between values and practice. This dual role reinforces the argument that organisational culture is not inherently positive or negative but must be continuously managed and aligned with strategic objectives.
Ultimately, Tesco’s long-term success will depend on its ability to sustain cultural transformation, ensuring that its organisational values, leadership practices, and structural systems remain responsive to an increasingly complex and competitive business environment.
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