Workplace Culture and its impact on Organisational Efficiency

“How do broader external environmental factors along with COVID-19 affect organisational culture and its performance?”


Student ID 1905501
Student name Mariyka Ferreira
Tutor Hossein Shokri













[bookmark: _Toc54954748]Executive Summary
One of the major aspects of a business organisation is the culture that drives it towards its brand reputation, goals, and identity. Throughout the course of time, organisations have been significantly impacted by organisational culture and trends that derives it. During the last few months, the COVID-19 pandemic has changed the business environment by a great deal. This pandemic led the change in which organisation like HSBC was forces to focus more virtual operations than it had planned for this year. The organisation required to change its plans and focus as much as possible on changing its culture of hierarchy-based operation to adhocracy-based operations. This has eventually helped the organisation in developing a competitive advantage inside this pandemic. 

Table of Contents
Executive Summary	ii
Introduction	1
1. Background of HSBC Holding	2
2. Theoretical Models on HSBC Holdings	3
2.1 PESTLE Analysis	3
2.2 Team Life Cycle Theory	7
3. Critical Analysis of Organisational and Individual Cultural and Ethical Standards	12
3.1 Cultural and Ethical Standards Before Pandemic	12
3.2 Current Cultural and Ethical Standards	14
Conclusion	17
References	18

Figure 1: Components of PESTLE	4
Figure 2: Team Life Cycle	8
Figure 3: Hierarchy Culture	13
Figure 4: Adhocracy Culture	15







iii

[bookmark: _Toc54954749]Introduction
Organisational culture is basically the ways in which the organisations day to day activities are operated (Dessler et al., 2020). There are various types of culture that an organisation can focus on. But during the COVID-19 pandemic, organisations across the globe had to change their plans for doing activities. Organisations required the need for more problem-solving activities and the need for innovative solutions emerged as more important than anything else. Thus, new and different cultural activities and ethical norms have been developed. The aim of this report is to assess the changes in cultural activities created because of the COVID-19 pandemic. To analyse this, one of the largest organisations in the UK, HSBC has been selected. 
[bookmark: _Toc478604908]

[bookmark: _Toc54954750]1. Background of HSBC Holding 
HSBC Holdings PLC or commonly known as HSBC is one of the world’s largest financial service providers. It is mostly famous for its banking services provided across the globe. HSBC is headquartered in Canary Wharf, London, and is operated in 64 countries across the globe (HSBC, 2020). The organisation has been one of the UK’s leading investment banks and is one of the sixteen British companies to be named as part of the Fortune 500 list. The organisation during the previous years performed extraordinarily well and has been dominating its playing field. The organisation earned almost 15 Billion USD during 2019 across the world from which 48% of the earnings came from the UK alone (HSBC, 2020). This made HSBC one of the UK’s largest revenue earned organisation at that time. However, the COVID-19 pandemic has hit the bank hard during the locked down period. The organisation started to focus on work from home and has been doing so for many of its employees. They had to focus on different strategies to manage their operations during this time and still are focusing on tackling the situation through new policies. The pandemic did cause the organisation to experience a drop in revenue during the first quarter of 2020 but through time, and change of plans and operational activities, the organisation is now focusing on fighting back in a much competitive manner. 



[bookmark: _Toc54954751]2. Theoretical Models on HSBC Holdings
There are several management models that can be used to frame the current scenario in the business world. However, the overall management theories and models can be framed using two different types of models (Armstrong, 2012). At first, the external environment analysis through PESTLE analysis and the Team Life Cycle Theory as part of the change analysis. These theories along with the practical situation inside HSBC Holdings have been framed in the following sections. 
[bookmark: _Toc54954752]2.1 PESTLE Analysis
PESTLE analysis is one of the world’s most used analysis models that analyses change in the external environment. In a management study, PESTLE focuses on analysing different parts of the external environment including political, economic, social, technological, legal, and environmental (Kanfer, 2019). By analysing these components, an organisation can understand the ways in which the external environment is being operated and can adapt their policies, working plans, and strategies. HSBC has been experiencing several changes in its external environment and the top management is focused on adapting to the changes that are being observed by the organisation. The organisation is performing its activities accordingly-

[bookmark: _Toc54954759]Figure 1: Components of PESTLE
Source: (Brooks, 2009)
Political Environment
The political environment is often considered a key environment as most of the other environmental aspects depend on the political aspects. The political situation within a country determines how well or how bad the business environment is being operated (McClelland and Burnham, 2018). Political stability creates ways in which businesses can operate their activities in a much seaming less process. On the contrary, a poor political condition can be hazardous for a business organisation to operate. Thus, stability in the political environment is essential for the success of a business organisation. HSBC has been observing the political instability in the UK throughout the last few years. As the country was going through a period of change during BREXIT. The organisation observed more instability as the COVID-19 pandemic attacked the country. As a matter of fact, the company has focused on the BREXIT alongside the political problems due to COVID-19 by incorporating new policies for the operations. 
Economic Environment
The economic environment consists of economic growth, employment rate, GDP, per capita income, etc. A stable economic environment allows an organisation to enjoy a sound business environment. As the economic environment provides an overall understanding of the profitability of an organisation, analysing each aspect of the economic environment is crucial (Robbins, 2011). Private organisations that emerged as a profitable organisation was basically the result of positive economic conditions. In the UK, the COVID-19 pandemic created a massacre in the economy as a whole. The unemployment rate increased, level income decreased and so did the savings of people. This affected the overall business conditions of HSBC.  The organisation tackled these by cutting the cost of its operations. And in that process, the online banking services and work from home policies have helped the employees to manage the problems in a more efficient manner. Through working from home, the organisation reduced a lot of non-operating costs and has helped the bank to stay in a stable position. 
Social Environment
The social environment in PESTLE analysis includes income distribution, cultural characteristics, lifestyle factors, etc. The social environment used to be considered a petty component in the early era of business. However, in the modern era, this social environment became one of the most important and impactful social environment (Hanaysha, 2016). Change in lifestyle or cultural trends sets the way in which an organisation operates its business in the current era. Demographic characteristics and individual needs have raised concerns for businesses. During the COVID-19, the importance of sanitisation, social distancing, and being in quarantine raised a lot. This led HSBC, to adapt their cultures and policies. Employees’ healthcare importance raised as more and more sanitisation activities, instruments, and habits increased. The organisation adopted its policy to stricter healthcare benefits and has focused on developing a healthier culture within the organisation. Even for the employees who are working from home, their health conditions are being monitored more often than ever. 
Technological Environment
The current world is the era of technology. As technology has increased and expanded a great deal, focusing on technological issues has become a major factor. Technologies that are making the old ones absurd are being introduced more often (James and Matthew, 2012). As this technological advancement is increasing in a rapid manner, organisations focus on keeping up with it has increased. Businesses thus, have to adapt to all the new technologies to keep up with competitors and create more value for them. During this period of the COVID-19 pandemic, most of the organisations had to work from home. This leads to the mass-emergence of E-Team or virtual teams. These teams require the use of different informational technology and must have a greater understanding of new communication technologies that are present. HSBC focused on different workshops and training programs through an online platform to make the employees adept at using these technologies and increasing efficiency. The organisation then developed a culture of virtual meetings, gatherings, and programs to encourage more engagement through online platform rather than face to face. 
Legal Environment
The legal environment, one of the most complex external environment, is consisted of taxation policy, laws, and legislation. In business, it is essential that legal obligations are managed and followed appropriately. It is one of the core duties of a business organisation to focus on legal activities even in changing situations (Makhanova and Shepherd, 2020). As new laws are often developed, it is necessary to have clear ideas about these laws and operate accordingly. Throughout this COVID-19 pandemic laws on healthcare, employee health, and other healthcare issues have been provided more importance. These laws are focusing on protecting individual rights and providing more healthcare facilities and increasing healthy and virus free sanitation services. HSBC has followed these rules and regulations in a very strict manner. The organisation emphasised and provided more importance to the healthcare of the employees. With that in mind, the organisation is focusing on work from health policy for the back end workers while are increasing emphasis on maintaining healthcare laws including social distancing within the working environment. 
Environmental 
The last but one of the most important parts in the PESTLE is the environmental aspects that influence an organisation. These environmental aspects include the weather, climate, forestland, and many other environmental factors that are necessary for the livelihood of mankind (Rozin et al., 2020). It is a business’s moral and legal duty to play by the rules and help the environment sustain for a longer period of time. Businesses must focus on operations in such a manner that it does not become a burden to the atmosphere. For that reason, businesses nowadays focus on green operation more and more. In this COVID-19 pandemic, the environmental concern over the use of different beneficial and charitable activities like tree plantation and so on has been stumbled. Organisations now have lesser savings to use as their CSR works. HSBC for that reason, are focusing on changing their policies as they are trying to become a paperless organisation. They are emphasising electronic transactions and electronic operation through which they can lessen their use of papers to reduce carbon emission. 
[bookmark: _Toc54954753]2.2 Team Life Cycle Theory
Throughout the few months, new teams have been formed to tackle the COVID-19 pandemic. As the cultures have changed by a large amount, it has become necessary to understand how this pandemic has affected business as a whole. To understand that, one of the core models of group development, team life cycle theory has been analysed. The team life cycle theory is a part of change management theory where stages of group development are analysed. In the mid-twentieth century, Bruce Tuckman developed this theory on the life cycle of a group or team as a whole (Appelbaum et al., 2012). Being one of the leading financial services brands, HSBC has developed its own systems during the COVID-19 pandemic. The organisation has formed numerous virtual teams and assigned different types of tasks to the newly formed groups. These teams worked from scratch to provide the organisation with opportunities to tackle the problematic situation. To understand the ways in which the groups were formed and the ways these groups tackled change, the team life cycle theory can be an influential topic for discussion. The characteristics of team life cycle theory and its implications on newly formed groups in HSBC has been discussed in the later part. 

[bookmark: _Toc54954760]Figure 2: Team Life Cycle
Source: (Wenham et al., 2020)
Forming
Forming is the first and most basic part of the team life cycle theory. In this part, a group of people is gathered together and formed a group with a similar purpose. Organizations in this stage focus on developing a team based on the goals and aims (Bozarth and Handfield, 2016). In this stage, the group does not have a clear understanding of the process in which the goals are to be achieved. In fact, the focus in this stage is just to develop and form a team. Individuals do not have a proper understanding of what he or she might have to do to effectively run this group and has very little idea about how everything is going to be processed. At the beginning of the COVID-19 pandemic, the focus on social distancing and avoiding physical contacts led to the formation of virtual teams who would work from home within a team. HSBC focused on developing these virtual teams and at the formation stage, the organisation divided employees with different skills into different virtual groups. The focus of HSBC was to operate relentlessly without going through the troubles of meeting in a physical manner. This was the forming stage within the virtual teams formed by HSBC during the pandemic. 
Storming
The most important part of the group development process is the storming stage. This stage is very much critical, as in this stage, focusing on individual talents is more focused. In the storming stage, managers try to get the best out of individual employees and focus on how they are performing (Boulton and Turner, 2015). Group cohesion is not an important matter in this part rather the focus is to get individual qualities to be exposed and doing so, employees focus on competitiveness within the groups. Thus, managing each employee becomes a much critical task in this stage as too much competitiveness may bring out their best, however, it won’t be a positive sign for the group as a whole. As the virtual teams emerged more and more during the COVID-19 pandemic, managers focused on getting the best out of each employee of HSBC. The organisation focused on getting the best of employee’s creativity, innovation, and critical thinking ability. In doing so, employees started to show their potential, making the manager understand both pros and cons of each employee. The managers of HSBC focused on finding creative solutions to the problems that emerged due to the COVID-19 pandemic and this stage was critical to develop it. 
Norming
The group activities become more unified in the norming stage. In this stage, the cohesion between the employees is focused on gathering back. Group conflicts are solved and more emphasis on group collaboration is provided (Dessler et al., 2020). As the employees find and get ideas in the storming stage on how they can solve different types of problems. In this stage, the group starts to collaborate in order to get the activities being done in a proper manner. The managers in this stage focus the group to have more cooperation between them and provides more unified tasks that require the reliance of different members of the group. This eventually helps the members of the group to increase their effectiveness and dependency at the same time. HSBC’s virtual teams gone through this norming stage where their conflicts were resolved and employees started to collaborate to solve the problems that the customers were having during the locked down period. As more employees started to work from home, the organisation’s employees started to use the virtual platforms to communicate more with each other and helped each other in solving the problems during this COVID-19 pandemic. This enabled a collaborative workforce despite having the necessity to meet in a physical manner. 
Performing
In the life cycle of a group, performing is the stage where the growth reaches a maturity level. The performing stage enables employees to be more cooperated with each other and perform for the betterment of the organisation. Conflict resolution gets more structured as employee cohesion increases by a great amount (Wenham et al., 2020). In the performing stage, employees perform acts according to the need of the organisation and team goals are most focused. During this time, management focuses its activities on forming unified goals and having shared resources to achieve the goals. As a matter of fact, team goals are the key element within the performing stage that the employees focus more on attaining, making the life cycle more stable and more mature. HSBC responded to the COVID-19 pandemic in a much prompt manner. The organisations developed virtual team solved their conflicts of ideas on the development of best policies for the organisation. As a matter of fact, the organisation enjoyed a healthy cooperative effort where employees performed for the betterment of the organisation. In this stage, the virtual teams focused on collaborating with each other to ensure the best possible service for the customers. The organisation reached a maturing stage in their development of virtual teams during the pandemic situation.
Adjourning
A group or team is basically developed for the purpose of attaining a variety of goals. In the last part of the life cycle of a team, the team attains most of the goals and are focused on finishing all the other tasks that are short to be achieved. This stage is known as the adjourning stage. At the end of the adjourning stage, groups are either diminished or given new projects to work on (Appelbaum et al., 2012). Through the new projects, the life cycle continues ahead. The adjourning stage is also the evaluation stage where the activities and performance of employees are measured and compared. The employees focus on completing their goals through a more individual effort. This stage is often considered as the closure of the group as the activities and goals are achieved in this stage. Management thus focuses on the long term gains and the costs of attaining those gains. HSBC focused on managing the sudden breakdown of normal activities and the formation of virtual teams. The organisation at first focused on finding a creative solution to the problem and this stage was the last when they focused on solving problems of virtual working. After this stage, the organisation started its concern over long-term business policy and focused on developing strategies to efficiently work in such hazardous conditions. 


[bookmark: _Toc54954754]3. Critical Analysis of Organisational and Individual Cultural and Ethical Standards
Working in a different environment affects the operations a lot. Organisations are now more concentrated on changing their cultures, their values, and with that, changing their ethical standards (Rozin et al., 2020). From the beginning of this pandemic, the old cultures within the workplace became obsolete. During this course of time, new strategies have been developed, new teams, operational methods, and communication approaches have been developed. HSBC has been hugely affected by these aspects as well. The organisation shifted its goals, and ethical standards according to the situation that has come forward. In this part, these changes have been critically assessed. 
[bookmark: _Toc54954755]3.1 Cultural and Ethical Standards Before Pandemic
Different types of cultural activities and cultural norms have been observed in different organisations (Makhanova and Shepherd, 2020). HSBC has often considered their culture as the most globally sound culture. They focus on developing a cultural system, where employees of different countries can feel at home within one single branch. This suggests that they provide more importance on developing a globalised culture rather than the culture of the host country. However, the organisation is often considered as a place where global conflicts are observed. As often different cultures do not tend to mix with each other, it creates conflicting cultural norms. HSBC focused its attention on monetary benefits more than the non-monetary benefits of the employees. They are keen to provide monetary benefits far greater than their competitors to attract skilled human resources within the banking sector. However, it is often required to focus on non-monetary benefits as well whenever the need for such benefits is much higher.  All in all, the organisation used to focus on hierarchical culture within the organisation before the beginning of the pandemic. Hierarchical culture is basically a culture where formal structure and control are more dominant and the hierarchy is maintained strictly. 

[bookmark: _Toc54954761]Figure 3: Hierarchy Culture
Source: (James and Matthew, 2012)
Hierarchy based culture is more focused on achieving stability in its operations. It is more rule-centric and requires a coordinator to manage the whole organisation (Hanaysha, 2016). In HSBC, the organisation has a strict rule that the employees followed before the pandemic. These rules were focused on more globally required ethical acts and cultural norms. This enabled HSBC to develop a more international brand reputation and made the organisation more global centric. However, this does not mean that such a culture is always suitable. People from different parts of the world have their own heritage and culture that they are proud of. This global centric culture avoids the host culture and its pride, often making a negative impact. HSBC is also focused on its operations according to the rules they have developed for the global HSBC organisation rather than for individual places throughout the globe. However, this also has both positive and negative impacts as the organisation is often considered versatile for its ability to focus on the global world but was criticised for not fulfilling the requirements of individual places.
In developing a hierarchy culture, it is essential that the culture is nurtured throughout time and is maintained for a longer period of time (Robbins, 2011). HSBC’s culture in the last few decades has been to focus on globalised operations. The organisation focuses on a globalised system where stability is their key target that they want to achieve. To achieve that, the organisation requires daily communication between each division and requires more and more focus on unified goals rather than individual goals. However, this often creates a lesser efficiency in their system. Yet, the organisation aimed to achieve stability from its inception and has achieved it in the last decade. The culture of the organisation focuses on ethical standards developed by formal relationships and formal structure through the course of time.
[bookmark: _Toc54954756]3.2 Current Cultural and Ethical Standards
As the change in the current working conditions has changed a lot of aspects, HSBC’s culture and ethical norms have shifted by a great amount. Organisations focus on physical activities has changed by a great amount as people are working from home. In situations like this, the organisation’s overall system changes by a great deal (McClelland and Burnham, 2018). HSBC started its operations full time virtually during the COVID-19 pandemic. The situation changed by a great deal and the organisation started its virtual team operation. This has led the organisation to focus on a more interpersonal relationship through an online platform. The motto of the organisation turned from relationship development to a more innovative problem solving for the customers. However, this did not stop the organisation from developing a communication-centric culture. HSBC also started to focus on providing non-monetary benefits including healthcare services. As the situation required the organisation to provide health and safety benefits to the organisation, the culture of monetary benefit-centric became healthcare-centric. However, the monetary benefits were also present as not all the employees required it but still, there was a focus on health care benefits. Before the pandemic, HSBC used to focus on the hierarchy culture. However, that changed after the pandemic as adhocracy became more dominant in their cultural characteristics. This has changed their cultural characteristics by a great amount. 

[bookmark: _Toc54954762]Figure 4: Adhocracy Culture
Source: (Brooks, 2009)
Adhocracy is the culture where the key focus is on entrepreneurial activities and innovative solutions. Adhocracy also allows the organisation to focus on employee flexibility and promotes risk-taking at an extensive level. However, Adhocracy ignores the basic activities that are necessary for developing an interpersonal relationship. Thus, many creative and entrepreneurial activities do open up with the help of adhocracy but it often lacks cooperation of activities that is necessary for the long run (Kanfer, 2019). HSBC adheres to the Adhocracy during this COVID-19 pandemic. This allowed the organisation to have a more creative culture within its operations. However, it did not help the organisation in developing more cooperativeness within the members of the organisation. HSBC also has developed an ethical standard that allowed employees more freedom which eventually increased the organisation's effectiveness. However, flexibility in the organisation can also create problems with efficiency. As a matter of fact, the organisation's flexibility culture has led them to have a more area-centric culture and led to the diminishing of the globalised culture that the organisation developed in the previous terms. 
HSBC’s culture got very much influenced by the recent COVID-19 pandemic. The organisation now focuses more on flexibility and finding innovative solutions to their operations. However, the organisation now fails to cooperate in the way they used to do in the previous generations. The organisation thus lacks a unified system for the employees to focus on. Eventually, this can become one of the major problems for the organisation to face (Armstrong, 2012). The organisation is now also having a culture where employees focus on developing relationships in online platforms. More and more virtual teams are being developed and this has also increased the level of flexibility inside the organisation.  


[bookmark: _Toc54954757]Conclusion
UK has gone through several changes during the early periods of 2020 as the BREXIT started to incorporated and after that, the COVID-19 pandemic came as a huge blow for the organisations to survive. During this time, like many others, HSBC faced a lot of complications. The organisation adapted to a virtual team system, virtual management, and social-distancing based operations system. The organisation faced a huge level of challenge as it had to adapt to new ethical and cultural norms. During this pandemic, the organisation shifted its culture of hierarchy based on adhocracy based as they required innovativeness instead of steady growth. The organisation also started a culture where health benefits dominated most of the employee benefits that the organisation provided. This report focused on finding these key aspects that assessed the ways in which the culture of HSBC was influenced. 
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