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[bookmark: _Toc7948388]INTRODUCTION.
[bookmark: _Toc7948389]Tesco.
Tesco plc, identified as Tesco in stock trading, is a retailer of groceries and general merchandise. It was founded in 1919 by Jack Cohen in the United Kingdom. It kicked off as a chain of small market stalls but has now grown to a multinational business, with stores found in countries across Asia and Europe. The company’s headquarters are in Welwyn Garden City, Hertfordshire, England, United Kingdom. The global retailer has grown exponentially since opening. More recently, in the financial years 2016/2017 and 2017/2018, the company posted a growth rate of 2.3% by measure of group sales (“Preliminary Results,” 2017). Revenue collected from its stores all around the world increased from 55.9 billion euros to 57.5 billion euros, which translated to an operating profit increase from 1,017 million euros to 1,837 million euros (“Preliminary Results,” 2017). This not only makes it the biggest grocery retailer in the United Kingdom, but also in whole world. In fact, by measure of gross and total revenue collected, Tesco is among the top five retailer companies in the world. 
This success is attributable to the organizational structure and culture of the company. With a rise in number of store from nine to over 2500 stores worldwide, employing people locally and internationally, serving culturally variant markets with success, Tesco has become a case study. Companies and individuals seek to learn what organizational structure Tesco uses and the business and employee culture practiced at their different stores. 


[bookmark: _Toc7948390]Organizational Structure and Culture.
The following is a basic introduction to organizational structures and cultures. It is important to understand these concepts first so that it is easier to explain the organizational structure and culture at Tesco.
Organizational structure refers to how tasks are distributed to employees of an organization depending on several factors. First, work specialization. This denotes how jobs are divided into minor tasks and assigned to employees depending on the degree of proficiency and mastery. The higher the work specialization in an organization, the higher the productivity. The next criterion is departmentalization. This is the grouping together of employees of a similar work specialization. That is, employees with the same set of skills are grouped into one department. Next is the chain of command. In an organization, employees answer to other employees from the lowest rank upwards. That is the chain of command. The other factor is span of control. This refers to how many employees can be found at each stop in the chain of command. The next factor that determines organizational structure is centralization and decentralization of the decision-making process. In a centralized organization, decision-making is preserved for those who are in actual power; those found higher up in the chain of command. However, in a decentralized organization, employees of lower ranks are free to make decisions on behalf of the organization. Lastly, job formalization. This discusses how well an organization lays out its employees’ mandates. An organization with high formalization will have job descriptions and organizational rules. A company with low job formalization will not have a lot of those. An employee can work in different departments. 
There are different organization types depending on these factors. These include: the simple structure characterized by centralized decision-making process restricted to the person sitting at the helm of the organization, wide spans of control, unclear chain of command past the boss’ level and low formalization. The other organizational type is bureaucracy. It is defined by its inflexible division of labor, unchangeable laws and regulations governing the business and detached personal relationships among employees. In a matrix organizational structure, the chain of command is more horizontal than vertical. That is, employees respond to two managers; functional manager and product manager. A virtual organizational structure could be as a result of a merger between companies resulting in high centralization, lack of departmentalization, and low job formalization. Lastly, the boundaryless organization. This is an organizational structure that encourages working together of employees in an organization. Instead of working on a chain of command, this organization structure fosters unity and similarity of job descriptions. 
Organizational culture is a group of beliefs bringing together the employees of an organization that inform how they conduct business and interact with each other and their clients. For example, it could be an organization’s culture to be action-oriented, innovative, prefer stability over risk-taking, investing in personal relationships or identify as perfectionists. An organization’s culture is passed down from its founders through pre-existing managers and employees to the current batch. The same is expected of the current employees of the organization. That is the way an organization’s culture stays alive. The culture of an organization also influences how employees relate with each other. For example, employees in a workplace could have personal relationships because the organization actually encourages that through teambuilding activities. Organizational culture could also refer to the language used or the ethical nature of the business operations. In order to foster a strong organizational culture, an organization could focus on empowering and rewarding its employees. Basically, good organizational culture promotes the needs of an employee. 
[bookmark: _Toc7948391]TESCO’S ORGANIZATIONAL STRUCTURE AND CULTURE.
Of the organizational structures discussed above, Tesco follows the hierarchical organizational structure (Meng, 2017). In this organizational structure, employees are answerable to another employee, from one stop in a chain of command to the next, with an exception of one employee. The one who sits at the helm of the leadership tier, normally the chairperson of the board, is the decision-breaker in an event of a tie. In this organizational structure, the orders flow from top to bottom. In order to make a decision, the board has the final say. 
At Tesco, the board, otherwise known as the executive committee, consists of 11 members and it leads the rest of the committees. The head of the board is the Chief Executive Officer. The rest of the committees, as illustrated in figure 1, include the audit committee, corporate responsibility committee, nominations committee, remuneration committee and disclosure committee (Meng, 2017). This is top leadership of Tesco PLC.
[image: ]
(figure 1)
The leadership trickles further down at the store level. The top leadership is charged with running international operations of the business. Therefore, they delegate the duties of running local stores to yet another system leadership as is shown in figure 2.
Such are the characteristics of hierarchical organization structure. There is a decentralized system of making decisions. The board delegates regional decision-making processes to the area managers. The employees are empowered to make decisions. [image: ](figure 2)
To summarize the organization structure of Tesco, the organization focuses on work specialization. This is evidenced by the designation of different duties to different employers depending on their area of specialization. That way, the company’s productivity remains on a high. Each manager also leads a group of people who are specialists in that particular area of operation. Therefore, the store is aptly departmentalized. The chain of command is also clear. In fact, one would argue that for a single department store, the chain of command is quite tedious if at all the decision has to go all the way up to the regional manager. The span of control is roughly two, with one leader overseeing two dockets. This maximizes on efficiency since the leader of the department can oversee operations with ease. The load work is light. As afore mentioned, the decision-making process is decentralized. That is, regional managers can make decisions on behalf of the board in their regions. Job formalization at Tesco is high. Job descriptions for high-tier employees are defined and there are efficient rules that govern the day to day operations of the business. 
Tesco is also a tall organization structure. This is evidenced by the lengthy hierarchical structure of the organization. The managers at the department store are far from the top brass leadership. That makes the store attendants even further from the top leadership. This is characteristic of large organizations. Tall organization structures such as this offer a small span of control meaning easier supervision. The roles of each employee are also clearly defined. The only downside of such a structure is that in the event of consultation for decision-making, it might take a long while to get back to the initializer of the inquiry because of the lengthy chain of command. 
[bookmark: _Toc7948392]SWOT ANALYSIS
A SWOT analysis stands for a strength, weakness, opportunities and threats analysis on an organization. It is helpful in determining all these elements in an organization, therefore being helpful in decision-making and strategy planning for the organization. However, it does not provide solutions. Here is the SWOT analysis of Tesco:
[bookmark: _Toc7948393]Strengths.
1. Currently, Tesco holds the largest market share of the grocery industry in the United Kingdom. Tesco supplies 27.4 percent of the population in United Kingdom with groceries (“Market share,” 2018). This figure has been more or less constant over the years. This is way ahead of rivals such as Walmart and Sainsbury who take up 15.2 and 15.5 percent of the market respectively. Being at the top of the industry by that margin allows Tesco to be flexible with strategic plans, trying out new strategies, while maintaining a steady flow of revenue and profits. 
1. The company is open to making online sales of their products, which has proven to be very beneficial to them in terms of revenue collection. Tesco’s online sales grew by 20% ahead of the market in 2015 (McDonald, 2015). In 2018, online sales grew by 5.1% (McDonald). With overall sales deteriorating over the years, Tesco making significant losses, online sales have been constantly rising. In a few years, if the projected growth is not affected, Tesco’s revenue collection from online sales may earn the company more.
1. The introduction of a Clubcard has been beneficial to Tesco in a number of ways. First, the card builds consumer loyalty. For every penny spent, a customer earns a point which is redeemable in form of vouchers offered by the company depending on the number points. Second, the data collected through these cards is essential in determining consumer behavior, thus acting accordingly to maximize. Tesco then sells the data to data mining companies, thereby earning more revenue (Hobbs, 2015). 
1. Tesco owns and co-owns 6,966 shops in the world according to a survey conducted in 2018 (“Tesco’s number,” 2018). Ownership of stores ensures that rent issues are taken care of. In addition to this, in the event they start running loses, they can sell the shops and make money to compensate. Thereafter, they can inject this money into online sales which seem to be doing exemplary good. 
1. Tesco owns a variety of shops across United Kingdom, thus having a wider reach of customers. These stores include Tesco Superstores, One Stop, Tesco Express, Tesco Extra, Tesco Metro and Tesco Homeplus. These shops are located in every corner of the region; big cities such as London, outskirts and even in rural areas. This increases their revenue income. 


[bookmark: _Toc7948394]Weaknesses. 
1. Tesco plc. Has suffered severe losses in the recent past. In 2015, for instance, the company recorded a statutory loss of 6.4 billion pounds (“Annual report,” 2015). In 2017, a loss totaling 54 million pounds was recorded. In 2018, however, they made profits. Lack of consistency in net profit may affect investor business. 
1. Cases of unethical conduct of business have hurt the image and brand of the business in the recent past, resulting in the resignation of some of the top brass leadership led by the CEO Philip Clark. The media discovered a case of overstating the company’s income by 208 million pounds (Rigby, 2015). This is what caused the deafening loss the company suffered that year. It affected investor and shareholders trust. By reshuffling the leadership, the company set down a path of damage control. 
1. After five and ten years of operation in United States of America and Japan, Tesco had to shut down business in 2012. In America, it became hard to overthrow reigning retailing giant companies such as Walmart and Amazon, an e-commerce platform.
1. One of the factors that may limit larger profit margins for Tesco is its low-cost strategy. Tesco is known for being remarkably cheap. This is a strategy aimed at attracting more customers to their stores. While the strategy may attract customers, it does not exactly translate to more profits for them. 
1. Tesco’s overreliance on the United Kingdom market may prove to be a negative. For the longest time, United Kingdom has been the main target market of Tesco. This has worked for the company for a long while. However, in this political climate of Brexit, it is hard to understand the effect it might have on the company’s profits given the United Kingdom is their biggest market. 
[bookmark: _Toc7948395]Opportunities. 
1. Tesco is yet to set shop in markets such as Africa and South America. Pursuing international markets could be an additional source of income as they increase their market reach. An international expansion strategy would be a new venture. 
1. Having already established themselves as the giants of grocery shopping, Tesco would shift focus to stocking quality non-food material. An introduction of new items for sale would work for Tesco because they have already solidified their place in markets such as United Kingdom. This would be a boost to their profits.
1. Having recently suffered a brand damage that significantly affected their profit margins, Tesco could focus on marketing strategies to try and regain their initial position and possibly build on it. Rigorous marketing creates a chance of regaining the trust of clients they had lost and attract new ones.
1. To counter low profit margins resulting from low-cost strategy, Tesco could invest in more premium products for the affluent to meet the deficit.  
[bookmark: _Toc7948396]Threats. 
1. Uncertain and risky political climate in the region. An unhealthy political climate is bad for business in general. Such a climate tends to scare off investors. Currently, in the United Kingdom, the issue of Brexit is looming. This creates an air of uncertainty especially because the terms of trade between Britain and the other countries remain unnegotiated. It is yet to be discussed how business will still be conducted in the region. 
1. With the world becoming more digitalized, the future of Tesco stores in the United Kingdom remains uncertain. While Tesco’s online store sales have been on the steady rise, new market entrants in the region such Amazon might pose a great challenge. If at all the stores become obsolete, as they may, Tesco might run into losses. 
[bookmark: _Toc7948397]PESTLE ANAYSIS 
 A PESTLE analysis on Tesco incorporates an assessment on the political, economic, social, technological, legal and environmental factors that have an effect on the day to day operations of the business. 
[bookmark: _Toc7948398]Political Factors.
The political climate of countries home to Tesco stores determine the prosperity or lack thereof of the business. For example, political uncertainty in the United Kingdom could result in poor performance of Tesco shares in stock exchange rates. It could also thwart away potential investors. Cases of corruption may also affect the environment in which the business operates in. The biggest political issues that Tesco could possibly face at the moment is Brexit.
[bookmark: _Toc7948399]Economic Factors. 
The minimum wage bill put a strain on Tesco’s expenditure. In 2015, the government proposed an increase in minimum wage bill from GBP 7.20 to GBP 8.42 in 2018 (“Tesco is raising store,” 2018). This is a 16% percent increase on the wage bill. In 2015, the wage bill was 45 billion pounds. In 2018, the wage bill for Tesco, therefore, is projected to be 52.2 billion pounds. The economic environment is not favorable for Tesco business-wise. 
[bookmark: _Toc7948400]Social Factors. 
With the society forever evolving based on social trends and preferences, organizations such as Tesco have to remain vigilant in keeping up with these trends. For example, the market in United Kingdom has become increasingly aware of the health repercussions of eating unhealthy foods. Therefore, the people are looking for more “clean food.” Tesco continues to study such trends and updating their shelves accordingly. Second, one-stop shopping is more popular among citizens of the United Kingdom. Therefore, Tesco is modifying its stock portfolio to fit a one-stop shopping center by equipping the store with non-food items. 
[bookmark: _Toc7948401]Technological Factors.
The world is becoming increasingly digitized. More business transactions are being carried out on e-commerce platforms. Tesco is not being left behind. Tesco unveiled their online store and it has been a booming business. Sales on this platform keep soaring high by the year as mentioned earlier in this paper. In addition to this, in order to ease customer experience, Tesco invested in self-checkout technology. This is more efficient and fast.
[bookmark: _Toc7948402]Environmental Factors.
The world as it is, is very delicate. Global warming is becoming more apparent by the day. Tesco took it upon themselves to increase customer awareness of the problem. They discourage against littering. In fact, Tesco went ahead and committed to reducing their carbon footprint by 50 percent by the year 2020 (“PESTLE Analysis,” 2018). 
[bookmark: _Toc7948403]Legislative Factors.
An organization has to be aware of the ever-changing landscape of laws. With the execution of sugar tax on soft drinks in the United Kingdom, prices of soft drinks went up. This is bound to affect businesses such as Tesco. Tesco was in the middle of a legal storm after close to 1000 employees rallied up to request for back-pay in salaries courtesy of the equal pay act. This would see the company pay up to 4 billion. This would have been avoided if the company followed the laws of the land. 
[bookmark: _Toc7948404]TESCO’S CULTURE. 
The main idea behind starting Tesco was to improve the quality of life of the customer. That school of thought has defined the organization’s culture many decades later, passed on from one generation of employees to the next. This is evidenced by their new purpose, “serving Britain’s shoppers a little better every day,” (“Our Culture”). In addition to focusing on the customer, Tesco has developed a new culture of paying attention to the employees of the organization. Therefore, Tesco’s organizational culture revolves around improving the quality of life for the customer while being sensitive on the employee’s needs. 
These values inform day to day operations of the business. First, no one tries harder for the customers (“Our Culture”). This is to mean that Tesco pulls together all resources available to improve the quality of shopping and living experience for the customer. These resources include human personnel and technological resources. Employees of Tesco are required to be alert to the needs of a shopper. Using Clubcard, Tesco makes informed decisions on viable changes for the benefit of the customer. 
Second, Tesco prides themselves in treating people as they would want to be treated. When an employee feels cared for, respected and supported by their organization, they will reciprocate this to the customers. It is important to keep employees happy because they are in direct contact with the customers. They have a direct effect on how well an organization performs. Tesco understands this. 
Lastly, at Tesco, employees believe that offering the slightest help has a profound effect on operations. Tesco, in general, is concerned about the needs of the customers, colleagues and community. They pride themselves in offering whatever help they can to the afflicted. This value has driven Tesco to from a program dubbed Little Helps Plan (“Our Culture”). This program is aimed at improving social and environmental challenges that may affect customers, colleagues and the community. 
These values and steps taken by Tesco will surely foster a strong organizational culture.
[bookmark: _Toc7948405]TESCO’S ETHICAL APPROACH 
Ethical practice is at the heart of Tesco. The code of conduct stipulates laws and policies that govern Tesco. These regulations are meant to ensure a smooth trade between customers and the organization, with employees as the intermediary. The laws and policies are informed by the organization’s values and leadership style to make sure that decisions being made are good for the organization. 
For when the code of conduct has been violated, the organization has provided a protector line that employees, customers or the community can use to raise alarm. One can use the protector line to blow a whistle on unscrupulous dealings that a customer or employee could be party to or raise alarm on impending danger that could harm a colleague, customer or community.
The code of conduct has been broken into four parts: policies that cater for the customers, working together, trading fairly and protecting the reputation of the organization (“Our Code of Conduct”). 
With the customer being at the center of all operations in Tesco, the Code of Conduct catering for customers is nuanced. It ranges from clear prices and marketing to protecting customer data. While marketing, Tesco ensures that whatever information that is relayed is honest and serves to inform the customer. Honesty rules advertising and marketing at Tesco. Tesco are mindful of the quality of products they supply to the market. The quality has to be top notch in order to build trust. Tesco is also open about how they use their customers’ data collected through Clubcards. The information is used to make informed decisions on market tendencies in favor of the customers. 
Under working together, Tesco take the following factors into consideration. First, the health and safety of the customers, colleagues and environment are paramount. This cultivates a culture of care and minimizes risks. Second, Tesco believes in equal opportunity, inclusion and diversity. “We must treat everyone fairly, equally and without discrimination, irrespective of age, sex, disability, sexual orientation, gender reassignment, race, caste, religion, political belief, marriage/civil partnership status or pregnancy/maternity” (“Our Code of Conduct”). Lastly, Tesco fosters a work environment that caters for the respectable, dignified and fair treatment of everyone. 
Tesco also provides guidelines that control fair trade between them and any other party. Under the Code of Conduct, Tesco provides competition laws that define interactions between the company and fellow competitors in the field. While in contact with competitors, Tesco stipulates that a colleague should work independently, not in the company’s stead. One cannot also share confidential information with the competitors. Tesco also requires its regional operations to be aware of sanctions imposed on trading partners. This ensures that they do not trade with countries that have been sanctioned by international regulatory bodies. Tesco supports the “UN’s Declaration of Human Rights and the Core Conventions of the International Labour Organisation” (“Our Code of Conduct”). Tesco ensures that it does not violate the human rights of colleagues, customers and the immediate environment. Lastly, Tesco builds long-term, honest and reliable relationships with their customers to ensure that their customers get the best quality of product. Their relationship with the customers is also defined by the Values of the organization. Tesco caters for intellectual property by patenting their business brainchildren. This ensures that they have an edge over the rest of the market by providing unique products. 
Lastly, under the Code of Conduct, Tesco provides ways in which they protect their reputation. This is achieved through encouraging whistle-blowing of fraudulent activities, bribery, discouraging offering gifts and entertainment as a means of wooing suppliers instead of congratulating them, being keen on possible conflicts of interest to avoid litigation, donating to the community, discouragement against insider trading, advocating for their customers’ rights to governing bodies, proper accounting and securing client and customer information (“Our Code of Conduct”). 

Conclusion
In conclusion, Tesco’s organizational structure and culture offers a healthy working environment for colleagues and customers. Their decentralized type of decision-making process empowers colleagues to be independent. Their value system, centered on keeping the client and customers first, is a key driver of operations. It also lays the foundation of their Code of Conduct. Analysing their strategies through SWOT and PESTLE analysis shows that the company could be set for growth in the future. Their strengths outnumber the weaknesses. However, having undergone brand damage in 2015, facing litigation issues because of violation on equal pay rights and unhealthy political environment have been a problem to Tesco. 
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