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Organisational Culture and Its Influence on Structure, Decision-Making and Performance: The Case of Tesco


1. [bookmark: _Toc224330577]Introduction
Organisational culture is one of the most important factors influencing how a business operates daily. It affects how employees behave, how managers lead, how decisions are made and how the organisation responds to both opportunities and problems. Schein (2010) defines organisational culture as a pattern of shared assumptions developed by a group as it learns to cope with external adaptation and internal integration. In other words, culture shapes the accepted way of thinking and acting inside the organisation. This makes it highly significant for large companies operating in competitive and fast-changing markets.
In practice, culture is not limited to visible behavior or company slogans. It also includes underlying beliefs, values, informal norms and attitudes that influence relationships, performance and leadership. Mullins and Christy (2016) argue that organisational culture has a direct effect on employee commitment, communication and management style. A strong culture can support coordination and consistency, but it can also become a weakness if it resists change or encourages unhealthy pressure.
This report critically evaluates the role of organisational culture in Tesco, one of the best-known retailers in the United Kingdom. Tesco is a suitable case because its size, history and visibility make it possible to explore culture from different angles, including structure, leadership, ethics, performance and adaptation to change. The company has also experienced both success and crisis, which makes the analysis more balanced and critical rather than descriptive.
The report will first examine the meaning and characteristics of Tesco’s organisational culture. It will then apply key theoretical frameworks, including Schein’s model, Handy’s cultural types and Hofstede’s dimensions, in order to identify and interpret Tesco’s cultural profile. After that, the report will analyse how culture influence’s structure and decision-making, and how it supports adaptation to external environmental pressures through a PESTLE perspective. A SWOT analysis of Tesco’s culture will also be included to deepen the evaluation. Finally, the report will assess whether culture acts more as an enabler or a barrier and will consider its overall impact on organisational performance before offering recommendations.
2. [bookmark: _Toc224330578]Company Background: Tesco
Tesco began as a small market business in 1919 and developed into one of the largest retailers in the UK, with operations spanning supermarkets, convenience stores, online grocery services and financial products. Its scale means Tesco depends heavily on effective coordination, standardised systems and a culture that supports both consistency and flexibility.
Tesco's public identity has long been tied to customer value, encapsulated in its phrase "Every Little Helps" — a slogan that communicates not only a marketing message but also internal expectations around employee behaviour and organisational priorities. However, Tesco's history is not uniformly positive. The company's accounting scandal in 2014 exposed serious weaknesses in governance, ethical judgment and internal transparency, demonstrating that organisational culture can create conditions where short-term performance targets override sound decision-making. This makes Tesco a particularly valuable case for critical cultural analysis.
3. [bookmark: _Toc224330579]Understanding Organisational Culture at Tesco
Tesco’s organisational culture can broadly be described as performance-oriented, customer-focused and team-based. In retail, customer service is central to success, so it is not surprising that Tesco encourages employees to respond quickly to consumer needs, maintain product availability and deliver a consistent shopping experience. This customer orientation has been one of the strongest features of Tesco’s identity for many years.
Another major feature of Tesco’s culture is operational discipline. Large retail businesses depend on routines, targets, procedures and measurement systems. Employees work within clearly structured environments where efficiency, reliability and coordination matter. This means Tesco’s culture is not purely informal or people-centered; it also includes strong expectations around accountability and results. In this sense, the company demonstrates a blend of service culture and performance culture.
Tesco also appears to promote teamwork and collaboration, especially at store level. Retail tasks are highly interdependent. Stock control, customer service, merchandising, checkout activity and online fulfilment all require employees to cooperate under time pressure. Because of this, Tesco’s organisational culture is likely to reward practical problem-solving, responsiveness and shared responsibility in day-to-day operations.
However, this should not lead to an overly positive interpretation. Organisational culture in Tesco has also shown signs of pressure from above. When strong targets are combined with a highly competitive environment, employees and managers may prioritise results over reflection. This was one of the criticisms surrounding the company’s earlier governance problems. Therefore, Tesco’s culture should be seen as mixed: it provides clarity, energy and customer focus, but it can also generate pressure and overemphasis on short-term outcomes.
4. [bookmark: _Toc224330580]Applying Cultural Frameworks to Tesco
4.1. [bookmark: _Toc224330581]Schein’s Model of Organisational Culture
Schein’s model is especially useful because it explains culture at three levels: artefacts, espoused values and basic underlying assumptions (Schein, 2010).
At the level of artefacts, Tesco’s culture is visible in store layouts, customer service language, uniforms, digital systems, performance dashboards and branding. These are the visible expressions of culture. A customer entering a Tesco store can observe efficiency, consistency and a structured service environment. Employees are expected to be helpful, responsive and task-focused, which reflects a culture that values organised delivery.
At the level of espoused values, Tesco promotes ideas such as serving customers well, working together and improving continuously. These values are visible in company communications and management expectations. They give the business a clear sense of direction and provide employees with a framework for behavior. In principle, these values encourage collaboration and customer loyalty.
The deepest level is made up of basic assumptions. In Tesco’s case, one underlying assumption appears to be that long-term success depends on understanding and responding to customers better than competitors. Another assumption is that disciplined operations create reliability and trust. These beliefs shape decisions even when they are not explicitly discussed. However, there may also be a less positive assumption in parts of the organisation: that performance pressure is normal and necessary. This can be effective in some situations, but it may also increase stress and encourage risk-taking.
Using Schein’s model shows that Tesco’s culture is not only about public values. It also contains deep assumptions about performance, control and market competitiveness.
4.2. [bookmark: _Toc224330582]Handy’s Cultural Types
Handy (1993) identified four cultural types: power, role, task and person culture. Tesco appears to show the strongest features of role culture and task culture.
Tesco reflects role culture because it is a large organisation with formal structures, defined responsibilities, procedures and reporting systems. In a business with thousands of employees, role clarity is essential. Staff need to know what is expected from them, how authority works and what standards must be followed. Role culture supports consistency and is particularly useful in large-scale retail operations.
At the same time, Tesco also reflects task culture, particularly in local problem-solving and team-based operations. Stores need to respond quickly to shortages, customer concerns, staffing issues and seasonal demand. This requires teams to focus on practical outcomes rather than rigid hierarchy alone. A purely bureaucratic culture would slow down responses, so Tesco benefits from combining formal roles with action-oriented teamwork.
This hybrid character is important. It means Tesco’s culture is not fully centralized or inflexible. Instead, it balances structure and execution. That balance is useful, but it can become unstable if role expectations become too rigid or if performance demands become too dominant.
4.3. [bookmark: _Toc224330583]Hofstede’s Cultural Dimensions
Hofstede's (2011) framework is particularly relevant for Tesco because the company operates across multiple national markets and employs a highly diverse workforce. Four dimensions are especially applicable: power distance, individualism, uncertainty avoidance and long-term orientation.
The United Kingdom scores low on power distance, meaning employees generally expect to be consulted rather than simply directed. This cultural norm is reflected in Tesco's management approach, where store managers are expected to communicate decisions and justify targets rather than impose them unilaterally. However, the 2014 accounting scandal suggests that when senior leadership prioritized results over dialogue, this cultural expectation was violated — contributing to an environment where concerns were not openly raised (Mullins and Christy, 2016).
The UK also scores high on individualism, yet Tesco's operational model depends heavily on teamwork and collective responsibility at store level. This tension means Tesco must actively cultivate a collaborative culture rather than assuming it will emerge naturally. Team-based incentives and shared accountability structures are therefore culturally important tools for the organisation.
High uncertainty avoidance in Tesco's operational culture is visible in its standardised procedures, compliance systems and structured performance monitoring. While this supports consistency across hundreds of stores, it may also discourage experimentation and slow cultural adaptation to new retail formats or technologies (Robbins and Judge, 2017).
Finally, Tesco's increasing investment in sustainability and long-term brand trust reflects a gradual shift toward long-term orientation — a dimension Hofstede associates with stronger organisational resilience and adaptability. Hofstede's framework therefore reveals that Tesco's culture must constantly negotiate between national cultural tendencies and its own operational requirements.
5. [bookmark: _Toc224330584]Influence of Culture on Organisational Structure
Organisational culture and organisational structure are closely connected. Culture influences how authority is exercised, how communication flows and how formal systems are accepted by employees. In Tesco, culture supports a structure that combines central strategic control with operational decentralisation.
At senior level, Tesco requires central coordination because pricing, branding, procurement, technology and compliance must be aligned across the business. This supports efficiency and strategic consistency. A strong organisational culture helps make central direction easier to implement because employees already understand core expectations and values.
At the same time, Tesco also needs local flexibility. Store managers and frontline teams face immediate issues such as customer complaints, local staffing problems and stock shortages. These situations require quick action. Tesco’s culture of responsiveness and accountability appears to support this by allowing certain operational decisions to be made closer to the customer. In this way, culture acts as a bridge between formal structure and practical reality.
There is also a relationship between culture and communication. In a supportive culture, employees are more willing to share information and escalate issues. In a fearful or excessively target-driven culture, they may hide problems or avoid challenging decisions. Tesco’s past difficulties suggest that this is a real risk. Therefore, the effectiveness of Tesco’s structure depends not only on organisational charts but also on whether the culture encourages honest communication.
Overall, Tesco’s culture reinforces a structured but performance-driven organisation. This can improve control and execution, but it must be balanced with openness, otherwise the structure becomes too rigid or too pressured.

6. [bookmark: _Toc224330585]Influence of Culture on Decision-Making
Culture shapes decision-making by influencing what managers notice, what they value and what they treat as acceptable. In Tesco, decision-making appears strongly influenced by customer focus, commercial realism and measurable performance.
One positive aspect is that Tesco’s culture encourages evidence-based decisions. Retailers collect large amounts of data related to sales patterns, customer behavior and supply chain performance. A culture that values performance and operational discipline is likely to support the use of data in pricing, promotions and inventory planning. This can improve speed and efficiency in decision-making.
Culture also affects how ethical considerations are handled. If a culture strongly rewards results without equal emphasis on integrity, managers may become more willing to justify questionable choices. Tesco’s accounting scandal is a useful reminder that decision-making does not happen in a vacuum. It happens inside a culture. Even capable managers can make poor decisions when targets, incentives and expectations become distorted.
Another issue is participation. In more inclusive cultures, employees at lower levels may contribute ideas and challenge assumptions. In less open cultures, decisions are more likely to move downward without discussion. Tesco’s scale means that employee insight is valuable, especially at store level, where frontline workers often understand customer needs better than senior managers. For that reason, an effective decision-making culture in Tesco should combine strategic clarity with upward communication.
In critical terms, Tesco’s decision-making culture seems to have both strengths and weaknesses. It supports speed, customer awareness and commercial focus, but it also risks becoming too target-led unless ethical and reflective leadership remains central.


7. [bookmark: _Toc224330586]Culture and the External Environment: PESTLE Analysis
Tesco operates in a constantly changing environment, and its culture directly affects how well the organisation responds to external pressures.
Politically, regulations around food standards, employment and taxation require a culture of compliance and responsibility to avoid legal and reputational damage.
Economically, rising inflation and reduced consumer spending make Tesco's value-focused culture essential — it supports affordability and cost control when customers need it most.
Socially, growing interest in health, convenience and sustainability means Tesco must adapt continuously. A customer-focused culture makes this easier than it would be in a rigid organisation.
Technologically, online shopping and data analytics are reshaping retail. Tesco needs a culture that supports learning and innovation to stay competitive.
Legally, the 2014 accounting scandal demonstrated how costly poor cultural judgment can be. A culture that values accountability and transparency is essential to managing legal risk.
Environmentally, sustainability concerns around packaging and emissions require genuine cultural commitment — not just compliance on paper.
Overall, Tesco's culture is a key tool for adapting to external change, but only if it remains flexible and ethical.
This analysis shows that Tesco’s culture helps the organisation adapt, but only if it remains flexible, ethical and forward-looking.
8. [bookmark: _Toc224330587]SWOT Analysis of Tesco’s Organisational Culture
Strengths: Tesco's customer-focused culture and operational discipline support efficiency and consistency across a large organisation. Team-based working strengthens coordination at store level.
Weaknesses: The culture can become too target-driven, reducing ethical judgment and openness. The 2014 scandal shows how unchecked performance pressure can compromise decisions at senior levels (Alvesson, 2013).
Opportunities: Digital transformation, inclusive leadership and embedding sustainability into cultural identity can modernise Tesco's culture and rebuild trust.
Threats: Discount competitors, changing consumer expectations and reputational risk all threaten cultural stability. If internal trust erodes, even a strong brand may not protect long-term performance (Kotter and Heskett, 1992).
9. [bookmark: _Toc224330588]Is Culture an Enabler or a Barrier?
Tesco’s culture is clearly an enabler in many respects. It creates a shared sense of purpose, supports customer service and encourages coordinated performance. In a retail business, these are major advantages. A strong culture can reduce uncertainty, align behavior and help employees understand what matters most.
However, culture can also become a barrier when it discourages challenges or overemphasizes targets. The Tesco case shows that even a successful company can develop unhealthy internal dynamics if performance pressure is not balanced by ethics, transparency and reflection. Culture becomes dangerous when employees feel they must deliver results at any cost.
Therefore, the most accurate conclusion is that Tesco’s culture is neither fully positive nor fully negative. It is powerful, and because it is powerful, it can produce both effective and ineffective outcomes. What matters is how it is led, monitored and renewed.
10. [bookmark: _Toc224330589]Impact of Organisational Culture on Performance
The link between culture and performance has been widely discussed in academic literature. Denison (1990) and Kotter and Heskett (1992) both argue that culture can influence effectiveness, adaptability and long-term success. Tesco provides a practical example of this relationship.
A positive culture can improve employee morale, service quality and customer retention. In Tesco, a strong service-oriented culture helps maintain consistency across stores and reinforces the brand experience. Teamwork and operational discipline also support productivity, especially in high-volume retail contexts where speed and coordination are essential.
Culture also affects employee commitment. When employees understand the organisation’s values and feel part of a shared purpose, they are more likely to engage positively with their work. This matters in Tesco because frontline performance has a direct effect on customer perception. A disengaged workforce can quickly damage service quality.
At the same time, culture affects performance negatively when it creates stress, cynicism or mistrust. If employees believe that management values numbers more than people, motivation may decline. Likewise, if communication becomes one-directional, the organisation may lose valuable feedback from those closest to daily operations.
For Tesco, long-term performance depends not just on efficiency but on maintaining a culture that employees find credible and sustainable. A culture that combines discipline with fairness is likely to deliver stronger performance than one based mainly on pressure.
11. [bookmark: _Toc224330590]Recommendations
[bookmark: _Toc224330591]Tesco should strengthen its ethical culture by making it safe for employees to question decisions and report concerns openly. Kotter and Heskett (1992) show that values-driven cultures consistently outperform those focused primarily on financial targets.
Investing in employee voice is equally important. Frontline workers have valuable insights into customer experience and operational issues, and a stronger listening culture would improve both decision quality and engagement. Robbins and Judge (2017) confirm that participative cultures produce better outcomes when employees feel safe to contribute.
Leadership development should also be a priority — Tesco needs managers who balance performance expectations with support and ethical judgment, especially given how much local leadership shapes daily employee experience.
Finally, sustainability should be embedded into cultural identity rather than treated as a compliance exercise, strengthening both reputation and long-term cultural resilience.
12. Conclusion
This report has shown that organisational culture is a major influence on Tesco’s structure, decision-making and performance. Tesco’s culture reflects customer focus, operational discipline, teamwork and accountability. These characteristics support effective retail operations and help the company remain competitive in a demanding market.
Using Schein’s model, Handy’s cultural types and Hofstede’s dimensions has made it possible to understand Tesco’s culture from several perspectives. The analysis suggests that Tesco combines role culture and task culture, supported by visible artefacts, stated values and deeper assumptions around service and performance.
At the same time, the report has shown that culture is not automatically beneficial. Tesco’s past problems demonstrate that strong performance cultures can become harmful when ethical balance is lost. For that reason, Tesco’s culture should be seen as both an asset and a risk. It enables coordination, customer responsiveness and commercial focus, but it can also become a barrier if it suppresses openness or creates excessive pressure.
Overall, Tesco’s future success depends on maintaining a culture that is not only efficient but also ethical, adaptive and trusted by employees. A culture of this kind is more likely to support strong performance in the long term.
[bookmark: _Toc224330592]
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