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Introduction

* Define organisational structure and organisation charts
* Explain why structure matters for performance
* Introduce Tesco PLC using current evidence

* Design 1: functional structure

* Design 2: divisional structure

* Design 3: matrix structure

* Compare the designs and conclude




Organisational structure and charts

Organisational structure: The way tasks, authority and reporting
relationships are organised.

Organisation chart: graph that displays the structure of departments,
jobs and reporting relationships.
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Case organisation — Tesco PLC b

e 3,724 stores across five European markets

* More than 340,000 colleagues

e £66.588 billion group sales, excluding VAT and fuel, in FY2025/26

e 28.5% reported UK grocery market share

e 93 stores opened, including 65 UK Express stores

e Online sales increased by 11%




Design 1 — Functional structure

e Employees grouped by specialist business function

e Clear professional expertise and reporting lines

/

e Supports standardisation, economies of scale and cost
control

e Tesco examples: buying, supply chain, finance, people
and technology

e Main limitation: departmental silos and slower cross-
functional coordination
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Design 2 — Divisional structure

» Employees grouped by business unit, customer, Divisional Structure

geography or format

e Division managers are accountable for their market
and results

e Tesco examples: UK and ROl retall, Booker, _0_ - Q
Central Europe and online g b | emh | e
e Supports local responsiveness and customer focus

» Main limitations: duplicated resources and o ol || e
inconsistent subcultures
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Design 3 — Matrix structure

i OAKWOOD

NTERNATIONAL:
« Combines functional authority with product, channel or project

authority Types of Matrix Organisational Structures

 Employees may work for a functional manager and a project

leader 01, Balanced Matrix [V ARERI VAT 03, Strong Matrix

/

e Tesco examples: Clubcard, online grocery and Whoosh rapid
delivery

/

04, Functional Matrx  BOEIEMIITEICLELCE 06, Transient Matr
e Supports knowledge sharing, innovation and complex change

* Main limitations: role conflict, meetings and dual authority 07, Global Matrix 08. Customer Matrix 09, Hybrid Matri




omparison and recommended design

e Functional: strongest for efficiency, standards and specialist control
 Divisional: strongest for responsiveness and business-unit accountability
* Matrix: strongest for collaboration, innovation and strategic projects

* No structure is universally superior; effectiveness depends on fit

e Recommendation: a hybrid structure for Tesco




Structure, culture, performance and
leadership

1 e Structure shapes authority, information flows and employee behaviour

%% .« Culture shapes values, cooperation and customer service

 Managerial work: planning, organising, leading and conftrolling

\9 e Relevant measures: sales, availability, labour cost, fulfilment and satisfaction

sta e Leadership connects the organisation chart with daily performance




» Functional design for efficiency and confrol

» Divisional design allows them to be responsive 1o the
market.

» Collaboration and change capability through matrix

Conclusion design

®» Tesco must have a hybrid NOT one pure structure.

» The formal design is dependent on leadership and
culture.
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