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[bookmark: _Toc224390793]Organisational Culture and Its Impact on Structure, Decision-Making, and Performance: A Case Study of Tesco PLC

This report examines the organisational culture of Tesco PLC, one of the largest retailers in the United Kingdom, and analyses how this culture influences the company's structure, decision-making processes, and overall performance. Using established theoretical frameworks including Schein's Model of Organisational Culture, Hofstede's Cultural Dimensions, and Handy's Cultural Types, this study identifies Tesco's prevailing culture as a hybrid of task and role cultures with clan characteristics. The report evaluates how Tesco leverages its culture to adapt to external environmental changes, assesses whether this culture acts as a barrier or enabler, and provides evidence-based recommendations for improvement. The analysis reveals that while Tesco's culture has historically enabled efficiency and customer focus, recent challenges require cultural evolution to maintain competitive advantage in a rapidly changing retail landscape.

[bookmark: _Toc224390794]Introduction
Organisational culture represents "how things are done around here" and encompasses the shared values, beliefs, and attitudes that significantly affect organisational processes including decision-making, structure design, group behaviour, and employee motivation. In an era of increasing globalisation, understanding and managing organisational culture becomes essential for coordinating diverse groups of people into a coherent, effective workforce (Mullins and Christy, 2016).
Tesco PLC serves as an excellent case study for examining organisational culture due to its scale, historical significance, and recent transformations. With over 330,000 colleagues and serving millions of customers weekly across thousands of stores, Tesco's culture directly impacts a substantial portion of the UK workforce and consumer base. The company's famous motto "Every Little Helps" encapsulates its cultural approach to customer service and operational efficiency (Tesco PLC, 2024).
This report evaluates how Tesco's organisational culture influences its structure and decision-making processes, identifies the prevailing culture using relevant theoretical frameworks, analyses cultural adaptation to external environments, assesses whether culture acts as a barrier or enabler, and evaluates the impact on overall performance with recommendations for improvement.

[bookmark: _Toc224390795]The Influence of Organisational Culture on Structure and Decision-Making
Tesco operates a decentralised, tall hierarchical organisational structure that reflects its cultural values of accountability, customer focus, and operational efficiency (Vaia, 2022). The structure consists of three main levels: the Board of Directors and executive committee at the top, five key committees (audit, corporate responsibility, nominations, remuneration, and disclosure) at the mediate level, and regional and store management at the base level (Tesco PLC, 2023).
This hierarchical structure facilitates clear career progression paths, allowing employees to gain experience and advance through the organisation. However, it also creates potential limitations in flexibility, as decisions often require approval from senior tiers, which can slow down the decision-making process. The structure supports Tesco's large-scale operations while maintaining accountability across its extensive network of stores (UniWriter, 2025).

[bookmark: _Toc224390796]Cultural Influence on Decision-Making
Tesco's culture significantly influences its decision-making processes through several mechanisms. The company employs a democratic leadership style, also known as participative leadership, where employee voices are heard during decision-making. This approach manifests in decentralised decision-making, where store managers and department heads possess significant autonomy in operational decisions. This recognises that frontline employees often possess the most accurate insights into customer preferences and operational challenges (Quarterdeck, 2025).
The cultural emphasis on "management by walking around" ensures that leaders spend time in stores, speak directly with customers, and observe operational realities. This practice grounds strategic decisions in customer needs rather than abstract financial metrics. Regular consultation sessions, employee surveys, and feedback mechanisms ensure that strategic decisions incorporate diverse perspectives from across the organisation (Quarterdeck, 2025).
However, the hierarchical structure can create tensions with the democratic cultural aspirations. While Tesco promotes participative decision-making, the reality of a tall organisational structure means that critical strategic decisions remain centralised at the board level. This creates a hybrid approach where operational decisions are decentralised while strategic decisions remain centralised, reflecting a pragmatic balance between cultural ideals and operational necessities.

[bookmark: _Toc224390797]Theoretical Analysis of Tesco's Organisational Culture
[bookmark: _Toc224390798]Schein's Model of Organisational Culture
Edgar Schein's model identifies three levels of organisational culture: artefacts, espoused values, and basic underlying assumptions. At Tesco, these levels manifest as follows:
Artefacts, include the visible elements such as the company's branding, store layouts, uniform policies, and the "Every Little Helps" slogan. The recent controversy regarding the ending of the Christmas dress-up tradition illustrates how artefacts can become points of cultural tension when changed without adequate consultation (CliffsNotes, 2024).
Espoused Values at Tesco include treating everyone how they want to be treated, being there for customers and colleagues, doing the right thing, and using scale for good. These values are explicitly communicated through the Tesco Academy, induction programmes, and corporate communications (Tesco PLC, 2024).
Basic Underlying Assumptions represent the unconscious, taken-for-granted beliefs that drive behaviour. At Tesco, these include assumptions about the importance of cost control, the value of customer data (evidenced by the Clubcard scheme with over 21 million active UK households), and the belief that efficiency and customer service can coexist (Tesco PLC, 2024).

[bookmark: _Toc224390799]Hofstede's Cultural Dimensions
Applying Hofstede's framework to Tesco reveals several important cultural dimensions:
Power Distance: Tesco demonstrates moderate power distance. While the hierarchical structure suggests higher power distance, the democratic leadership style and employee empowerment initiatives reduce this. The company focuses on equal distribution of power where possible, though multinational operations require designation-based power distribution for organisational discipline (Dissertation Homework, 2024).
Individualism vs. Collectivism: Tesco leans toward collectivism, emphasising teamwork, shared values, and group identity. The "Every Little Helps" philosophy promotes collective effort toward common goals. However, performance management systems recognise individual contributions, creating a balance between collective and individual recognition.
Masculinity vs. Femininity: Tesco's culture shows feminine characteristics through its emphasis on work-life balance, employee welfare, and relationship-building. The company's commitment to diversity and inclusion, with strict policies against discrimination based on gender, caste, creed, or religion, supports this dimension (Quarterdeck, 2025).
Uncertainty Avoidance: Tesco demonstrates moderate uncertainty avoidance. The company's structured approach to business planning, use of key performance indicators (KPIs), and risk management frameworks suggest a preference for predictability. However, the "fail fast" approach to innovation and willingness to experiment with new technologies indicate tolerance for calculated uncertainty (CIPD, 2024).
Long-term Orientation: Tesco shows strong long-term orientation through its sustainability commitments, including becoming a circular business by 2030 and achieving net-zero in operations by 2035. The Tesco Academy investment in employee development also reflects long-term thinking (Tesco PLC, 2024).

[bookmark: _Toc224390800]Handy's Cultural Types
Charles Handy identifies four cultural types: power, role, task, and person cultures. Tesco exhibits characteristics primarily of a “role culture” with elements of “task culture”:
Role Culture: Tesco's hierarchical structure, clear job descriptions, and emphasis on procedures and rules align with role culture characteristics. The company relies on formal structures and authority, with employees understanding their positions within the chain of command. This supports efficiency and consistency across numerous locations.
Task Culture: The emphasis on project-based work, team problem-solving, and the "thousand laboratories" approach to innovation (where store managers experiment with localised solutions) reflects task culture elements. This is particularly evident in Tesco's response to competitive pressures and digital transformation initiatives.
The combination of role and task cultures enables Tesco to maintain operational efficiency while remaining responsive to market changes. However, this hybrid approach can create tension between the need for standardisation and the desire for innovation.

[bookmark: _Toc224390801]Leveraging Culture for External Environmental Adaptation
[bookmark: _Toc224390802]Responding to Digital Transformation
Tesco has leveraged its organisational culture to adapt to the digital revolution in retail. The company's culture of customer-centricity drove significant investment in online shopping platforms and Click & Collect services. Under CEO Ken Murphy, Tesco has introduced a more technology-focused approach while maintaining its democratic foundations, positioning the company as a leader in digital retail (Quarterdeck, 2025).
The cultural value of "using our scale for good" has been applied to digital innovation, using Tesco's vast customer data (through the Clubcard scheme) to personalise offers and improve customer experience. This demonstrates how cultural values can be reinterpreted to address new environmental challenges.

[bookmark: _Toc224390803]Adapting to Competitive Pressures
The rise of discount retailers like Aldi and Lidl has forced Tesco to adapt its culture. The Aldi Price Match guarantee represents a cultural shift toward acknowledging price sensitivity while maintaining service quality. This required cultural flexibility to move away from the traditional assumption that Tesco's brand loyalty alone would retain customers.
The company's response to the 2014 accounting scandal also demonstrates cultural adaptation. Tesco implemented ethical guardrails, transparency mechanisms, and values alignment processes that strengthened the overall leadership framework and restored stakeholder confidence (Quarterdeck, 2025).

[bookmark: _Toc224390804]Sustainability and Social Responsibility
External pressure regarding environmental sustainability has been addressed through cultural alignment. Tesco's core value of "doing the right thing" has been operationalised through the removal of billions of pieces of plastic from operations since 2019 and partnerships with food redistribution charities like FareShare, which donated 30 million meals in 2023/24 (Tesco PLC, 2024). These actions demonstrate how espoused values can be leveraged to respond to external stakeholder expectations.

[bookmark: _Toc224390805]Organisational Culture: Barrier or Enabler?
[bookmark: _Toc224390806]Cultural Enablers
Tesco's organisational culture acts as a significant enabler in several areas:
Employee Engagement and Retention: The democratic leadership style, investment in the Tesco Academy, and focus on career development contribute to employee engagement. Recent metrics show increases in key engagement indicators, with "a great place to work" and satisfaction with career choices both increasing by three points in recent surveys (CIPD, 2024). The case of Tesco Central Europe demonstrates the potential impact, with a leadership development programme resulting in a 26% increase in employee engagement and £65 million profit increase (LinkedIn, 2025).
Customer Focus: The "Every Little Helps" culture ensures consistent customer focus across the organisation. This cultural alignment supports the company's mission to "serve shoppers a little better every day" and has contributed to a 6.8% increase in like-for-like UK sales in 2023/24 (Tesco PLC, 2024).
Operational Efficiency: The role culture elements support standardised operations across thousands of stores, enabling economies of scale and consistent customer experience. The clear chain of command facilitates implementation of strategic decisions across the organisation.

[bookmark: _Toc224390807]Cultural Barriers
However, Tesco's culture also presents barriers to effective functioning:
Resistance to Innovation: Critics argue that Tesco's reward schemes and cultural focus on efficiency and cost-cutting do not adequately encourage innovation. The emphasis on standardisation can stifle creativity at the frontline level, potentially limiting the company's ability to respond to disruptive competitors (IvyPanda, 2021).
Employee Wellbeing Concerns: Some critics view Tesco's culture as a "psychic prison," where relentless cost-cutting, worker discipline, and profit maximisation compromise worker dignity, safety, and well-being. Reports of extreme control through inhuman deadlines and strict shifts suggest that cultural emphasis on efficiency can negatively impact employee experience (CliffsNotes, 2024).
Slow Strategic Pivoting: The hierarchical structure and role culture elements can slow strategic decision-making. While operational decisions are decentralised, major strategic shifts require approval through multiple layers, potentially delaying responses to rapid market changes.
Global Cultural Challenges: Tesco has faced allegations of exploitation of migrant workers in Thailand and Malaysia, suggesting that the company's cultural values do not always translate effectively across international operations. This indicates potential gaps between espoused values and actual practices in certain contexts (LinkedIn, 2023).

[bookmark: _Toc224390808]Assessment
Overall, Tesco's organisational culture acts primarily as an enabler for operational efficiency, customer service, and employee engagement, but serves as a barrier to rapid innovation and radical transformation. The culture is well-suited to the company's traditional retail operations but requires evolution to address the challenges of digital disruption and changing consumer expectations. The balance between enabling and barrier functions depends on the specific context, culture enables consistency and reliability but may hinder agility and experimentation.
[bookmark: _Toc224390809]Impact on Performance and Recommendations
[bookmark: _Toc224390810]Impact on Performance
Tesco's organisational culture has contributed to strong financial performance, with adjusted operating profit of £2.2 billion in 2024 and revenue of £57.5 billion in fiscal year 2021 (Tesco PLC, 2024; LinkedIn, 2023). The culture supports operational efficiency, customer loyalty (evidenced by 21 million active Clubcard households), and market leadership position.
However, cultural limitations may impact long-term sustainability. The focus on efficiency and cost-cutting, while contributing to short-term profitability, may limit investment in breakthrough innovation. The company has fewer groundbreaking own-brand offerings compared to competitors like Aldi, suggesting that cultural emphasis on operational excellence may overshadow product innovation (UniWriter, 2025).
Employee engagement metrics show positive trends, but reports of worker exploitation in international operations and strict working conditions in UK stores indicate that cultural implementation is inconsistent. This inconsistency can damage brand reputation and employee retention in the long term.

[bookmark: _Toc224390811]Evidence-Based Recommendations
Based on the analysis, the following recommendations are proposed to enhance Tesco's organisational culture and performance:

Recommendation 1: Strengthen Innovation Culture
Tesco should formally incorporate innovation into its cultural framework by allocating specific resources and time for innovative activities. This includes establishing an innovation academy where new ideas can be tested in low-risk environments, similar to the Tesco Academy model for leadership development (IvyPanda, 2021). Creating "innovation stories" that celebrate employees who have contributed creative solutions can help shift cultural assumptions toward valuing experimentation.

Recommendation 2: Enhance Cultural Consistency Globally
The company should implement stronger oversight mechanisms to ensure that cultural values translate consistently across international operations. This includes regular cultural audits of supplier relationships and overseas operations to ensure alignment with the "do the right thing" value. Addressing the allegations of worker exploitation in Thailand and Malaysia is essential for maintaining brand integrity (LinkedIn, 2023).

Recommendation 3: Balance Efficiency with Employee Wellbeing
Tesco should review its performance management systems to ensure that efficiency metrics do not compromise employee wellbeing. This involves redesigning KPIs to include qualitative factors such as employee morale and work-life balance, alongside traditional efficiency measures. Expanding the "management by walking around" practice to include genuine employee consultation about working conditions would help identify and address cultural tensions (UniWriter, 2025).

Recommendation 4: Develop Agile Cultural Elements
To improve responsiveness to market changes, Tesco should introduce agile cultural elements alongside existing hierarchical structures. This could involve creating cross-functional teams with autonomy to experiment with new business models, supported by senior leadership but not requiring traditional hierarchical approval for every decision. The success of the "thousand laboratories" approach should be expanded and formalised (Quarterdeck, 2025).

Recommendation 5: Enhance Transparency and Trust
Building on lessons from the 2014 accounting scandal, Tesco should continue strengthening transparency mechanisms. This includes more open communication about strategic challenges and failures, not just successes. Creating psychological safety for employees to report ethical concerns without fear of retaliation would strengthen the "do the right thing" cultural value.

[bookmark: _Toc224390812]Conclusion
Tesco's organisational culture represents a complex hybrid of role and task cultures, characterised by hierarchical structures with democratic participation, customer-centric values, and operational efficiency focus. Using Schein's Model, the company's artefacts, espoused values, and basic assumptions align around the "Every Little Helps" philosophy, though tensions exist between efficiency demands and employee wellbeing.
The culture has enabled Tesco to achieve market leadership, operational efficiency, and strong financial performance. However, it also presents barriers to innovation and rapid adaptation to disruptive market changes. The company's ability to leverage its culture for digital transformation and sustainability initiatives demonstrates cultural adaptability, but inconsistencies in global operations and employee treatment indicate areas requiring attention.
For Tesco to maintain competitive advantage, cultural evolution is necessary. This involves strengthening innovation capabilities, ensuring global consistency in value implementation, balancing efficiency with employee wellbeing, introducing agile elements, and enhancing transparency. By addressing these areas, Tesco can transform its organisational culture from a potential barrier to change into a sustainable enabler of long-term performance and resilience in an increasingly complex retail environment.
The case of Tesco illustrates Mullins and Christy's (2016) argument that organisational culture significantly affects structure, decision-making, and performance. As work organisations become more complex and internationally based, Tesco's experience demonstrates both the importance of a coherent culture and the challenges of maintaining cultural coherence across diverse operations. The company's future success will depend on its ability to evolve its culture while maintaining the core values that have historically driven its success.
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