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Introduction 

Organisational culture is a positive environment that is created for employees as work it is also a vital cause of a person’s social behaviour and identity (Holmes, and Marra, 2002.) Tesco has a positive workplace culture. They respect their employees and create a rewarding and recognising atmosphere for employees. Tesco values staff and therefore can maintain its competitive edge through this. Within this report, i will discuss the organisational structure of Tesco and do a PESTLE analysis identifying any problems and how Tesco responds back to this, also look at the McKenzie 7s framework and discuss each element individually. These all compose together to give Tesco the brand image it has today. It has continued to become more stronger, well established, and successful over the years. Their core values and roots are firmly grounded and established, therefore the organisation has reached great success.

Company
The company I have chosen for this report is Tesco, this is a British multinational groceries and general merchandise retailer which is a known well-established business, Tesco is one of the largest retailers in the country and the first to let customers shop online. 
Tesco was established in the 1920s and 1930s by Jack Cohen in the east of London  where he used to sell groceries on a small stall, Tesco became a brand and appeared later in 1924, In 1995 Tesco also began their internet shopping service  which was very beneficial and profitable for the company this made the company grow dramatically and expand in to many other countries (Dillon, N, 2015)
Although Tesco was originally specialising in food and drink it also expanded in the other areas such as clothing, electronics, financial services, telecoms, and internet services. Tesco has many different strategies in the approach to understanding customers, motivating employees, succeeding on the internet, and creating an international strategy (Bell, D.E., 2002) they have many unique features such as their own factories, Tesco online shopping, Tesco Clubcard system, Tesco credit card system, Tesco mobile phone and telecommunications and Tesco petrol stations.

PESTLE Analysis
PESTLE analysis looks at the external environment and analyses the global factors that affect a business. We can identify external pressures facing the company Tesco and possible constraints on strategy. Tesco manages its prices well and tries to maintain stable prices to maintain a smooth flow within their supply chain. They can give good prices to their customers because of economics of scales that Tesco has acquired (Dissanayaka, S.D.P.P). all organisations are affected by many external factors and all business require organisational structure. PESTLE assists us with understanding the business environment and the opportunities and threats that can be identified within the business. 

PESTLE Analysis on Tesco
Political:
The government has introduced a new tax that effects the supermarket industry. They have increased the VAT tax to stimulate their government revenues, however taxes indirectly effects consumer spending. This has a detrimental effect on Tesco, as within this period Tesco’s profits will decrease and their cost are likely to increase. Tesco generates all their revenues from sales, however if consumers are not buying their products, sale revenues are decreasing, thus Tesco is unable to benefit from this taxation. The government has also introduced a fat tax to control the levels of obesity within the UK and decrease the health and medical issues with many people. Although, this is positive and has some clear benefits to health and well-being, it adversely effects the Sales revenue within Tesco. Although, the government may have good intentions for the British Citizens, it indirectly affects the supermarket industry and will reduces sales revenues for leading supermarkets, such as, Tesco. 
Fortunately, Tesco has been able to respond to this new introduction tax via their new launching of their healthy food range, which was introduced within 2014. Tesco has been able to respond positively to the government measures and change a negative into a positive. 
Economic:
Since the 2008 financial crisis, the economy has been able to recover and the supermarket industry has been able to grow simultaneously whilst the economy is growing positively. Higher economic growth is forecasted, and GDP continues to grow. If the economy is doing well, the supermarket industry is likely to flourish due to consumer spending. Whereas, if there is an economic recession, it creates uncertainty and negative effects within the supermarket industry. Unemployment increases and consumer spending is likely to decrease within difficult times. A decrease in consumption directly affects Tesco as consumers are not buying their products. If there is a lot of supply and no demand, this again has a negative affect on Tesco. Tesco is only able to flourish with their products being sold. Consumers have lower disposable income and therefore consumption decreases, therefore we can suggest consumers will transfer their shopping habits to another store with lower prices. Again, in times of economic difficulty, Tesco adversely affected. 
Tesco has adopted two key strategies which are internationalization and diversification which has aided in Tesco’s success. As the consumers, disposable income decreased, once again Tesco responded back to this with an attempt on decreasing their prices. There was more emphasis on advertising value brands than the luxurious brands. To serve the widening market, Tesco has been able to adapt and change and have been flexible to recognise changing demands of their customers (Ayodele, Abdallah and Issaka). Therefore, like this Tesco can maintain its competitive edge within the supermarket industry. 
Social:
Tesco can adopt and change their practices for the current state of the economy and social context. We have an ageing population within the UK, and they use the online platform to order their groceries from Tesco. Tesco has an online platform and consumers can utilise this which again leads to profiting Tesco. There is also another social change which shows that consumers have moved towards bulk shopping and one-stop shopping. Tesco has now included more non-food items which are offered for sale. Tesco adapts to social changes to meet the demands of their customers, which again aids in maintain their competitive edge. Tesco is a supermarket chain and has been a global leader for many years. There is a positive organisational culture within Tesco as employees within Tesco explain the company’s approach to understanding customers, motivating their workers, success online and creating an international strategy (Bell, 2002). Tesco uses big Data analytics within management, this helps to understand sales, customer demands and how to target customers more effectively (Dissanayaka, S.D.P.P). 
Technology: 
Tesco utilises technology for their supply chain management, this is to maintain their competitive advantage compared to rest of the supermarkets. Society is advancing and technology is changing every day, so for Tesco to maintains its successful position, it is paramount to be ahead of technological advancements. For example, mobile technology helped to improve the firm’s distribution service as the consumers are able to select their own products with their own freedom through their mobile. Tesco sources from 70 countries to ensure consumers can purchase the bast quality products. “They manage end-to–end supply chain where they look in to products from their source and till those products reach to distribution centres” ( Dissanayaka, S.D.P.P). 
Tesco has had key advancements within their store and online, this is through online shopping and self-service checkout points. Especially, within this pandemic, it is difficult for the most vulnerable in society to leave their homes or for people who are self-isolating. Thus, online shopping and home deliveries facilitate demands of consumers. The self-service checkout points have also been very useful, as they have reduced labour costs for Tesco and provides ease for consumers within the store. It provides more independence to consumers to deal with their own shopping. It is important that Tesco is able to constantly adapt to the fast-changing circumstances and situation of the current social position within society (Ivoryresearch.com. 2020). “The use and application of effective technology is indeed thus, central to the success of the company” (Ayodele, Abdallah and Issaka). 
Environmental:
There is more emphasis on environmental sustainability, therefore, Tesco needs to adjust a few measures to ensure they are positively associated with environmental factors of the economy. Tesco had adapted new environmental measures, for example, they are trying to reduce the consumption of energy and greenhouse gases. Management are trying to find new ways to ensure they are working towards environmental sustainability. 
Tesco is also committed to reducing is carbon footprint by 50% and they are reducing the waste that is produced in their stores. Tesco has been changing and it is recommended that they integrate sustainability measures into their business routines (Hoffman, 2010). Hence, it is critical that Tesco embeds new sustainability practices within their organisation and it becomes a part of their organisational culture, as it will yield more positive benefits for the economy and more people and the government are likely to support Tesco in this. This initiative may act as an incentive for more consumers to shop at Tesco as they support their practices and their organisational structure. 
Legal: 
Government policies can affect organisations in many ways, either positive or negative. Government legislation has been applied within the supermarket industry itself. For example, in 2004, the Food Retailing Commission banned many practices of that time.  They said, firms were not allowed to change prices without notice or demanding payments from suppliers. Everything within the supermarket industry is made apparent to regulation authorities, so Tesco will not be able to change prices discreetly. In accordance with these policies, had reduced price on their fuel, this depends on the amount spend within the store. They also offer promotions to consumers and decrease in prices of some selected goods. 
McKenzie 7s
The McKenzie 7s is a framework which is used to review the organisations marketing capabilities from different viewpoints. This model can work in different types of businesses which have different sizes and sectors. It looks at 7 internal factors of the organisation and looks if the company has the structural support to be successful and flourish within the industry. It is a management model and analysis the business internally. The 7 main factors include strategy, structure, systems, skills, staff, style, and shared values. It helps to balance the organisation. 
The McKenzie 7s was created by Robert Waterman, Tom Peters, Richard Pascale and Anthony Athos in 1978. They have advantages and disadvantages. The advantages include it is an effective method to identify and understand the organisations efficient sources, it provides a technical guidance through the organisational change, it gathers both rational and emotional gears and all parts must be considered in a unified manner. The disadvantages include if one factor changes, it leads to all factors changing as all factors are interrelated, the differences are ignored, and the model is complicated, and some say it does not apply accurately to firms today. Finally, organisations who use this model have been known to have more failure (Payandeh). 
We will describe the 7 elements of the McKenzie problem in detail which are adopted in Tesco, which are below: 

1) Strategy- these are practices which the company uses to meets its desired goals and objectives. Tesco applies the strategy of Balance Scoreboard to achieve its targets. The company uses the slogan “every little helps” as a marketing message to shows that small steps can lead to a big difference and helps the organisation achieve its target goal. They have also adopted cost leadership to communicate their message. They do this with their bargaining power with its suppliers to decrease their purchasing cost. Tesco has economics of scale and they use this to their best potential to yield many benefits, to increase revenue and reduces cost. This all comes under the management branch and should be embedded in Tesco’s workplace culture.  
2) Structure- Tesco’s structure in hierarchical and has top high layers from the management team to sales assistant. It also starts from the CEO. The CEO Dave Lewis abandoned deputy store managers in 2015 to simplify the organisational structure. When there are too many layers within the organisational structure, it can get too complicated and complex. There are also 10 members in the Board of Directors and the company’s Executive committee has 11 members. Roles and responsibilities are split accordingly within Tesco. 
3) Systems- Tesco has a supermarket chain which relies in systems to functions its operations effectively. The management team alongside the CEO Dave Lewis suggested plans to simplify organisational systems for Tesco to get back on track. For example, there was a Steering Wheel Performance Appraisal System that previously had 40 different practices this has been massively simplified to 6. 
4) Skills- skills is always an asset of the organisation. Tesco provides appropriate training and development for heir staff to equip them with skills that can be utilised within the store, according to the standards of Tesco. 
5) Staff- Tesco needs a number of skilled labours to perform specific duties within store. Tesco workers need to have the correct knowledge and skills to facilitate the organisational culture that Tesco upholds. The UK retail sector provides more than 10% of employments to the general UK workforce (Works, H, I). 
6) Style- The country’s cultural environment and the behaviour of an individual can significantly affect, on the working environment. An organisation needs to have an efficient and effective style to accommodate specific and general objectives of the organisation. Tesco utilised its Steering wheel to achieve its aims. They have 90 degrees acres in which 4 factors are considered as important, these are, customers, financial, operations and employee performance.
7) Shared values- this is seen as the most critical element within the organisation. This is all about the organisation’s beliefs and values. Shared values are unified objectives of the company and Tesco believes in increasing its sophisticated management techniques from simplified manufacturing organisations to higher standards on their value chain. 
The culture and structure of Tesco 
Tesco looks after its staff with trust and respect and this is what leads to success of the company. This culture allows Tesco to maintain its competitive edge against all its other competitors. Tesco creates incentives for staff, if they feel valued and trusted within the company, they are more likely to exert all their efforts to achieve outcomes of the company. Staff should feel recognised and rewarded for their hard work within the company. They should also feel supported within their training and development. 
Organisational structure is defined as a “set of beliefs, values and assumptions that are shared by members of an organisation” (Gregory, Harris, Armenakis, Shook, 2009). If all team member share the same beliefs and values, the company has more chances to thrive against all its competitors. A unified force ensures an efficient, effective, and more productive unit, that can meet demands for its consumers. This in turn, will yield positive benefits for Tesco internally and externally. 
Tesco is a hierarchical structured organisation; this is a functional structure that emphases on many different parts of the business. hierarchical structure is used for large businesses that have multiple different layers within it. This structure leads from senior management and executives directors to general employees all employees are put in groups who report to the  manager, the manager then reports to the chief executive officer for things to go forward so the organisation has several levels with the highest level holding the highest power. Hierarchical structure is most used in today’s large businesses and organisations helping them maintain a well-built structure.
Below is an example of hierarchical structure of Tesco



Figure1:
 This figure shows that Tesco Board of Directors has 10 members and a structure that includes five committees reporting to the Tesco PLC board. 


 [image: Tesco Organizational Structure]
[bookmark: _Toc451086126]Figure 1 Tesco Corporate Governance Structure (2020)


Figure2:
This figure shows that Tesco is a large business with a hierarchical structure that implements four layers of management. 
[image: Tesco Organizational Structure]
[bookmark: _Toc451086127]Figure 2 Tesco organizational structure at store level (2020)





Advantages and disadvantages of hierarchical structure
A hierarchical structure can prove to have many benefits to the company  is simple to follow as everything is well organised and planned all employees know exactly what their job role is and what they must do, As fixed position with rules and structures are set it gives employees a clear view of career path and promotion plan , this leaves no space for confusion or distraction.   Using this structure allows employees to gain experience, advance within the company overtime and maintain higher positions. Moreover, a hierarchical structure helps everyone grow a strong relationship which leads everyone to work for the same goal with great team spirit and loyalty.
 Although there are many benefits of the hierarchical structure there are also some weaknesses in using this type of technique. running a hierarchical structure means having a multitude of managers and supervisors this can lead to being very costly because employees in these positions tend to have higher level of education, more experience and knowledge therefore require a higher wage. Also, the speed of decision making can be slow as all managers can be involved in making the wide decisions of the company, moreover, lack of communication can occur because everyone is split into different levels and departments.
Globalisation 
Globalisation is a popular word of the time and is used to describe social change within societies (Scherer, Palazzo, 2008). Globalisation is a process which includes the causes, course and consequences of transnational and transcultural integration of human and non-human activities (Al-Rodhan, Stoudmann, 2006). It is the integration or coming together of companies all around the globe, companies working on the international scale. For example, Tesco also runs on a global scale with many stores situated around the globe. Globalisation involves economic integration and the transmission of knowledge around the globe. Thus, it is key that Tesco has core values and beliefs embedded within its roots so that all Tesco stores operate in the same way. This behaviour will ensure success of the business on a local and global scale. 
Globalisation has many positive benefits for Tesco, it can lead to the spread of technology and innovation. Tesco can learn globally from other organisations or from the country’s own culture. They can then input these new practices within their own firm locally. Through globalisation, Tesco can grow and expand internationally which leads to accessing new markets and access to new talent. Globalisation also leads to lower production costs and we can suggest through this Tesco has obtained economics of scale which leads to reduced cost. Globalisation also promotes entrepreneurship, the financial markets can become more efficient and flexible which again can lead to lower transactional costs (Gunawan, 2011). It also creates competitive advantages for Tesco and Tesco has been able to maintain them. 
On the other hand, globalisation can bring along many disadvantages also which can lead to poverty and economic crisis (Raluca, 2010). If the organisation cannot deal with the standards and expectations of the fast-paced globalisation demands, the business can suffer in a detrimental way. globalisation can also lead to inequality in terms of making the rich richer and the poor poorer, thus socially the policy of globalisation may not be accepted and approved by all. Some have stated that globalisation can lead to a destruction of the environment. For example, opening more Tesco’s means more warehouses, more supply chains, which means more carbon usage and green house gases. Although, Tesco tries to have favourable policies for Environmental sustainability, waste being produced is inevitable.

Conclusion 
Tesco is an established organisation and has a workplace culture that promotes respect, trust, and value for each employee. This culture creates a unified for the business and allows Tesco to maintain its competitive edge against its competitors. Tesco has been able to change and adopt at a fast, speedy rate to meet increasing demands of the consumers, allowing Tesco to be the best within the Supermarket industry. 



















References 

Al-Rodhan, N.R. and Stoudmann, G., 2006. Definitions of globalization: A comprehensive overview and a proposed definition. Program on the Geopolitical Implications of Globalization and Transnational Security, 6(1-21).

Ayodele, A., Abdallah, N.M. and Issaka, Y., USING TESCO AS A CASE STUDY.

Bell, D.E., 2002. Tesco Plc.

Dillon, N., 2015. From market trader to global player: oral history and corporate culture in Tesco, Britain's largest supermarket. Oral History, pp.52-62.

Dissanayaka, S.D.P.P., Supply chain of TESCO.

Figure1and 2: Ivoryresearch.com. 2020. [online] Available at: <https://www.ivoryresearch.com/samples/economics-essay-example-strategic-management-of-tesco-supermarket-pestle-analysis-porter-5-forces-analysis-critical-success-factors-swot-analysis-value-chain-analysis-tesco-strategic-options-core-comp/> [Accessed 11 November 2020].

Gunawan, L., 2011. Entrepreneurship: Entrepreneurs to win their sustainable competitive advantages within globalization era. The Winners, 12(1), pp.40-46.

Gregory, B.T., Harris, S.G., Armenakis, A.A. and Shook, C.L., 2009. Organizational culture and effectiveness: A study of values, attitudes, and organizational outcomes. Journal of business research, 62(7), pp.673-679.

Hoffman, A.J., 2010. Climate change as a cultural and behavioral issue: Addressing barriers and implementing solutions. Organizational Dynamics, 39(4), pp.295-305.

Holmes, J. and Marra, M., 2002. Having a laugh at work: How humour contributes to workplace culture. Journal of pragmatics, 34(12), pp.1683-1710.

Ivoryresearch.com. 2020. [online] Available at: <https://www.ivoryresearch.com/samples/economics-essay-example-strategic-management-of-tesco-supermarket-pestle-analysis-porter-5-forces-analysis-critical-success-factors-swot-analysis-value-chain-analysis-tesco-strategic-options-core-comp/> [Accessed 11 November 2020].

Payandeh, S.J., Organizational Change Management.
Raluca, P., 2010. Advantages and disadvantages of globalization. Ovidius University Annals, Economic Sciences Series, 10(1), pp.768-771.

Scherer, A.G. and Palazzo, G., 2008. Globalization and corporate social responsibility.

Raluca, P., 2010. Advantages and disadvantages of globalization. Ovidius University Annals, Economic Sciences Series, 10(1), pp.768-771.

2

image2.png




image1.png
Tesco PLC

Board
|
[ - [ . I I 1
Audit | Resorc'::sria'fit | Nominations‘ Remuneration‘ Disclosure |
Committee ‘ e v Committee Committee ‘ Committee ‘
Committee





