	[image: ]
	
University of Wales
Trinity Saint David

	Programme
	BA Business management

	Module code
	LCBB4003

	Unit tittle
	[bookmark: _Hlk49864447]Introducing the Modern Workplace

	Lecturer
	[bookmark: _Hlk49863683]Molly Jack

	Student ID
	1916917






Tesco PLC – How Organisational Structure and Culture contribute to Organisational Performance.

Student: Silviya Lazarova

Report: Part 1


Date: 01/09/2020






Table of Contents
Introduction	3
Organisational structure	4
Organisational culture	5
Organisational performance	6
Importance of the organisational structure and culture for the organisational performance.	8
Conclusion	9
References	10

























[bookmark: _Toc50464915]Introduction

The organisational performance is always on the focus of the contemporary business management. First this essay will access the concepts of organisational structure, organisational culture and organisational performance. Then will be discussed how the structure and culture of an organisation can contribute to the organisational performance. Along the essay will be used relevant theories and models, which will bring clearness and understanding why the things are settled in one or another way. For e better understanding, Tesco PLC will be used as an example. For an easy-going writing Tesco Plc will be called just Tesco. 





Tesco Plc – Background

Started in 1919 in London, Tesco is now a big retailer, which is a market leader in the UK, but in a world scope it was recently ranked as the number eleven of the largest retailers across the world. Tesco’s headquarters are located in Welwyn Garden City, and it has over 6,800 hypermarkets. The “last successful manifestation of Tesco is “Tesco online – 2020”. which is the last attribute of modern trading.
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Helmy Baligh (2006) makes a try to explain the concept of organisational structure as “ a prescription for infrastructure, based on theory and analysis, that is being designed to establish sets of rules in an organisation context, which aims to organise people to achieve desired outcome” (Baligh, 2006)
There are several known organisational structures, called tall, flat, centralised, decentralised, matrix and divisional.  The Tall Organisational structure has many different levels, which makes it slow acting and with narrow spans of control.  The flat structure requires one manager to control many teams, which is making the situation too complicated if the business grow. The Decentralised organisational structure gives freedom to small managers to organise their own style of managing and decision making for their teams. Centralised organisational structure directs all decisions to one managing department, which makes it looks a little bit like the flat structure. Decisions are made in the central managing department only. Divisional organisational structure is necessary when a business act in different demographically different places, or the product they produce are different, but the owner is one. Generally, the organisational structure depends of the decision of what is the object of production and trade (Baligh, 2006). 
David Dugdale and Stephen Lyne (2010) stated that while decentralisation may be desirable on the one hand, there are limits to the fact that organisations combine different profit and cost centers, as well as transfers of products and services in ways that depend on their different products and markets. For this reason, business units must use such structures that recognise the key parts of the business, with added value. So, according to David and Lyne, this presupposes the existence of logical connections between organisational structure, organisational culture, organisational strategy and reward systems, which vary in different organisational functions (Dugdale & Lyne, 2010).
The above statement was done to underpin the Tesco’s organisational functions. The organisational structure of Tesco is divisional in general. This is obvious because of the situation that the company is operating in many countries, which have different laws, rules and regulations. Apart of the divisional structure, Tesco has second structure and this is decentralised organisational structure. This structure is for the stores and is internal for the divisional organisational structure (Müller, 2015). The situation of having two organisational structures on the different levels is exactly because of the different needs arising on these different levels and the different needs of the different organisational functions. However, the most important for an organisation is to build the right structure that can serve the goals of the business, as well as to choose the right organisational culture, so that the company can be able to communicate their plans and goals with the employees.
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Organisational culture has been defined as a system of values, beliefs and assumptions, which are the factors that define the people’s behaviour in an organization or even individually (Kummerow & Kirby, 2013). When it is about an organisation, these shared values could influence on the employees of the organisation, which could be so strong as it could dictate them regarding what to do, what to wear, how to act, and even to dictate how to perform their jobs. 
Project managers who are not aware of the nature and influence of culture are limited by the values ​​and beliefs of the prevailing culture in the organization. They have difficulty understanding and adapting to the different norms and behaviors prevalent in the organization. Similarly, insightful project managers have a strong connection to their cultures. They are more sensitive and able to interact with other types of cultures and are more adaptable, flexible and effective (Alvesson, 2013). 
Organisational culture is a powerful force and has many dimensions. If an employee needs to be transferred to another organization (or another department within the same organization), he or she tends to behave differently in this new environment. This is because a strongly ingrained culture creates social ideals that guide individual behavior, and these ideals are demonstrated in a variety of ways. A strong culture can create an attachment to organizational values. In highly advanced organizations, strong cultures are sustainable and are a means by which the organization can improve its performance and adapt to the changing external environment, increasing its chances of survival and maintaining competitiveness (Kummerow & Kirby, 2013). 
Tesco organisational culture as general is open and innovative, but inside the different stores, there could be some different subcultures, which actually depends of the store manager, who makes assumptions according to the needs of the organisation, needs of the employees and the environmental conditions.
[bookmark: _Toc50464918]Organisational performance

For decades, the term 'organisational performance' has been defined from a wide range of perspectives; some scholars distinguish it as multi-dimensional, proposing that each organisation has particular criteria for organisational performance. Academic researchers the organisational performance as an umbrella term covering all concepts considering the company’s success and the success of its activities. Of course, the different organisations have different purposes of running their businesses, so their goals also differ, which make the organisational performance vary from business to business (Zumitzavan & Michie, 2015).   
Organisational performance highly depends of many local and internal for the organisation factors. The local factors could be the culture and traditions of the population, as well as some religious factors. Such as, one cannot motivate in any case a Muslim to touch, operate and sell pork meat. The internal organisational factors are mostly the heaviness of the jobs and the pay for the requirements, as well as the occupational hazard or safety. After these factors comes the existence of rewarding, that increase the job satisfaction, and which is very important for the organisational performance. Is this is a problem for the leaders, then it is well to know that sometimes a single theory may be all they need to solve their problems. Most of the theories are formulated in a way that they can help in finding the origin of the problem and directing to the way to be solved. 
Motivational theory – Vroom’s theory of expectance. 
When a leader is confronted with the motivation dilemma of his employees, he will at one point or another have to base himself on Maslow's motivational theory. However, Maslow does not give any recipes for how to motivate individuals, so this remains in the hands of the leaders of the organizations. There are many other motivational theories that successfully help leaders understand the situation in which they find themselves in an attempt to motivate their employees. One of them is Vroom's theory of expectations.
Initially a university lecturer and consultant in organizational behavior, Vroom was one of the few prominent researchers to deal with industrial psychology and organizational behavior. His theory of expectations is based on the thesis that an individual's propensity to do something depends on the expected or expected result, which result can range from personal pleasure to personal gain. However, when it comes to doing business for a fee, then each individual thinks about what they will gain from it, both in terms of finances and in terms of non-financial benefits (Aliekperov, 2020).
Here comes one stage of Vroom's theory, which uses the thesis of - What will it cost me as an effort to do what they want from me? In the second stage comes the conviction - this is the thesis - Will what I do will lead to this desired result, which is, for example, some kind of reward, monetary tangible or intangible?
And the third phase is based on how attractive the reward is, which is expected after the work is done. This defends the thesis - Is it worth the effort that should be made for what he will receive as a reward? This is generally very useful for leaders during the pay process, as well as additional incentives in the form of gifts and rewards for diligence and responsibility (McGrath & Bates, 2017).
Vroom's theory generally encompasses the consideration of the question from all sides from which an individual can consider it. His theory is based on standing in the workers’ situation to find out what can motivate them. 
The organisational performance of Tesco PLC of course, varies between the divisions and the stores, because they are influenced by different factors, whether those are the country’s regulations and local culture or the different leadership styles of the store managers, they still can impact on the team performance. Generally, the organisational performance is a fact of the whole organisational reward system and the individual treatment of the employees. The open and innovative organisational culture still have its influence character on the employees all around their stores in any country they operate in. Moreover, the store managers are advised to inform the organisation’s headquarters in cases where some reward or motivational activity is no longer working, as well as if some new requirements or expectations of the side of the employees has raised.  This is why the theory of expectancy is very useful when forming the internal organisational policies as well as the forming of the reward system. 
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Summarizing all the information on how the organizational structure and organizational culture work and are formed, certain conclusions can be made about how they can contribute to increasing the organizational performance. 
[bookmark: _Hlk50456741]Managing performance is a challenging activity for managers and leaders of organisations. Very important factors for measuring the performance are the key performance indicators. They vary by type by direction, so there are three types of key performance indicators, Financial, employee and customer centred indicators.
[image: ]
Types of key performance indicators. Source:(Shields, et al., 2007)
[bookmark: _Hlk50462415]The financial are measured by revenue and other financial indicators, such as net profit, growth rate, return on investment, etc. The customer centred indicators are increasingly seen as the most important metrics for performance which KPIs include: conversion rate, customer retention, Net Promoter Score (NPS), etc. The employee centred indicators were not accepted as too important in the past, but they are increasing their importance lately. The employee centred indicators includes employee engagement, satisfaction and turnover. This is because for a long time, organizations have not thought about who is actually behind the good achievements so that this can be used for measures for organisational performance (Shields, et al., 2007).
 However, the increasing of the organisational performance is highly influenced by the employees’ engagement, satisfaction and turnover. For that purpose many managers and leaders understand that their effort must be directed to the employees’ motivation, that influences their engagement, satisfaction and impact on the employees’ turnover. Motivations though always depends of the organisation, its structure and culture. It also depends of the organisational behaviour and leadership style of its managers. It became clear that the organisational structure plays a great role in the designing of the organisational culture, as well as the organisational culture influences the organisational performance. The organisational culture helps managers understand the employees and research for their needs, as well as to see how the employees understand and accept the organisational goals, all of which are important for creating of a good motivational system. However, all this is possible as far as the organizational structure and culture allow.
Tesco have a high level of organisational performance according to the employee centred indicators. This is mostly based on the decentralised organisational substructure, that gives chance of the store managers to deal with the store employees by taking decisions on a store level. If some techniques used in the stores is seen as successful by the organisation, then it is shared and used in other stores. This allows each motivational technique to be examined before it to be implemented in the whole organisation. Opposite of it, if some of the motivational tools, such as financial and nonfinancial rewards does not work in one division, then it is not spread to the whole organisation. This is how the divisional structure helps with defining of winning ideas for increasing of the organisational performance without taking the risk of lost or dissatisfaction of all of the employees of the organisation. 
Organisational performance of course depends of many other factors, as explained above, that is why the whole organisational settings are important for the final result and the level of the organisational performance. 
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This report has explained how the organisational performance can be increased and how the organisational structure and culture are involved in this process. The success of an organization is a chain reaction of the work of the whole organization, i.e. how it is structured as a structure, how much its culture helps to properly understand and accept organizational goals, and how the interaction between structure and culture affects employees and organizational performance.
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