


[image: Related image]





[image: ]Broader external environmental factors along with Covid 19 affect organizational culture and its performance








STUDENT NAME: Daniela Mihaela Enache

STUDENT NUMBER: 1908328

LECTURE NAME: Rexon Nting

MODULE NAME: Workplace Culture and its impact on       Organisational Efficiency

MODULE CODE: BMSW 5105 LONDON





Table of Contents



Introduction	3
Background of the organization	3
Introduction of the Key management   theories	4
Implementation of the theories in terms of the organization	5
Critical evaluation of the broader environment using environmental scanning tools	7
Impact of the scanning tools on the culture and performance of the organization	11
Critical evaluation of the organization’s present culture and ethical standards	12
Evaluating ethical standards of Tesco	13
Conclusion	15
Reference List	17
Appendix	19



[bookmark: _Toc55231778]Introduction 
Organizational culture is a value or system shared between members of an organization, which differentiate this organization from others. Orientation of the individual or team, stability, risk taking as well as innovative ideas, orientation regarding outcome and attention to detail are the key features of organization culture. There are external factors which affect the organizational culture and its performance. Economic, competitive, social, global, technological forces are the external factors that affect the culture of organization as well as its performance.
This report is going to shed lights on organizational performance and culture of TESCO PLC.   Theories, models related to external environments are going to be illustrated in this report with its use on evaluation of organization regarding external environments.  The Effects of Covid 19 pandemic is going to be focused in this report. Sustainability of ethical values and beliefs of employees   are   critically evaluated in relation to ethical standards as well as present cultural backgrounds of organization. Corporate objectives and social responsibilities of TESCO in relation with it are going to be analyzed in detail in the report. 
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Background of the organization 
TESCO PLC is a multinational merchandise as well as grocery retailer of the UK. Tesco has 7005 shops all over the world in the year 2020 (Statista, 2020). According to the Annual report 2020 of TESCO, group sales of TESCO were 56.5 billion pound which is 0.7 % lower than previous year. Retail free cash flow of TESCO was 17.92 p which is 27.9 % higher than previous year. Retail cash flow of TESCO is 132.1% higher from the previous record and it is 2,063 million pound. 
Statutory revenue of TESCO is 64.8 billion pound which is 1.3 % higher than previous year. Statutory profit of TESCO before tax is 1,315 million pounds which goes 18. 7 % lower (TESCO, 2020). Operating profit of the organization goes 4.9 % lower and stands as 2, 518 million pound.Net debt of the organization is reduced to 12.1 billion pound in 2020. Dividend per share of TESCO increases 58 .6%. Group operating profit of the organization before exceptional as well as other items increases up to 2, 959 pound in the year 2020, which is 13.5 % more than previous year (TESCO, 2020).
Mission: Mission of TESCO is to be a business with high value, regarding operating communities, serving consumers, committed loyal employees and shareholders (TESCO, 2020).


Vision:  Vision of organization consists of five approaches. They are as follows,
· To be trusted as well as respected 
· To work as a team 
· To be first in need. 
· To share experience and knowledge 
· To listen, support and thanks. 

Market share and competitors: 
Retail market of the UK   is full of retailers like Sainsbury’s, ASDA, Morrisons, Aldi, Lidl, who are competitors of TESCO PLC. Market share of TESCO   in the UK grocery market was 27 % on 11th August, 2019 (Statista, 2020).  
Values:
 Values of the TESCO help the organization to remain sustainable and grow \with its efforts to make a better future for tomorrow. Values of the organization are as follows
· Ensuring wasting of food globally and delivery of food in needed place
· Sourcing of affordable, sustainable and   quality products
· Making life healthy and easier.
· Contribute in operating communities, positively (TESCO, 2020). 
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Introduction of the Key management theories
Beer’s Model
In order to be competitive, an organization must develop an effective strategy and properly reform the system, structure, behaviour of the leadership, and policies regarding human resources. Culture, value, and management processes are also important in order to develop a good strategy. Professor Michael beer has identified silent barriers to becoming a high-performance organization. The barriers must be recognized by the people who are working within the organization. The first barrier is the unclear values and strategy and the priorities that are conflicting. The second barrier is an ineffective senior team and the team is not performing efficiently. The third barrier is the style of leadership that is too top-down. The fourth barrier is the imperfect horizontal communication and coordination. The fifth barrier is substandard leadership, management development, and skills, and the sixth barrier is closed vertical communication. In order to overcome these barriers, the professor has suggested the high-performance teams are needed and some important role of the senior executive. However, for a high-performance team, every organization must adopt a culture that promotes an honest and open discussion when the teams are underperformed (Peelen and Beltman, 2013). The role of the senior executive should ensure the team that has the right staff. They must set the team priorities and set appropriate expectations to overcome these barriers. 
The Hannan and Freeman’s Theory
Organization ecology refers to the study of dynamic changes within a given organizational set. Hannan and Freeman define the concept of the organizational ecology and it argues about the effectiveness of the organization that depends on the different factors of the environment. According to Hannan and Freeman, the organization that delivers a performance that is adequate in a difficult environment is more efficient and effective than the organization that performs well without facing problems. However, for effective performance, they described some elements such as constraints, adaptation, selection, and inertia. An organization that faces constraints from both the external and internal factors and the organization may not have the money and inadequate physical plant and equipment for the optimal solutions. It can affect the organization to face competition and regulatory actions. An effective organization must deliver the performance that is required despite such constraints in the most effective manner. However, to adapt to the ecology, it will be helpful for every organization to deal with contains. An effective enterprise seeks ways to perform properly by adapting their environment and using the available resources. The inertia of an organization prevents the organization from adapting. As per Hannan and Freeman, such inertia can contain the physical plant that is inflexible to change. However, to operate effectively, organizations have to recognize these limitations to minimize the effect (Buttle and Maklan, 2015). These strategies leave the organization to adapt to changing conditions and challenges regarding the performance. 
[bookmark: _Toc55231781]Implementation of the theories in terms of the organization
Beer’s model on Tesco
Covid-19 caused Tesco’s businesses to change drastically, restructure, and also make a change to the plans. The company has forced the leadership team to keep up to speed with the changing environment. In this situation, every organization is facing difficulties regarding the unclear strategy and values (Berry, Broadbent, and Otley, 2019). Tesco suffers from the problems of the conflicting priorities of the senior management team as the values are not clearly defined to deal with this pandemic situation. Tesco faces conflicts regarding the poor execution of the strategy over the available resources. The company must ensure that the senior team must be effective and always works with the other employees as a team. The leader of the company should meet the members of the team individually to review the results of the functions of the employees in this situation. The company must ensure that there should not be any conflict in the meetings and the senior teams must discuss the strategy and priorities to deal with the pandemic situation. The leader of the company must spend time with the employees in communicating strategy and direction to resolve the problem regarding contesting views. Tesco must ensure that the leader should confront the issues to resolve the confusion and conflict in these situations. Tesco should focus on building coordination to work effectively. The company must focus on clearing the role’s responsibilities and functional decision rights among the employees. Tesco must ensure that there should not be any conflict between the activities that need to collaborate. The company must ensure adequate leadership skills and development in this pandemic situation as there are not too many opportunities that provide for the development of the management. In this situation, every organization faces difficulties in poor vertical communication because of lockdown. There should be an open platform where the senior managers and the associates can publicly communicate with each other in a low-risk environment. The senior executives of TESCO must set the team priorities and appropriate expectations for managing the situation in order to deal with the Covid-19 pandemic situation. 
The Hannan and Freeman’s Theory on Tesco
In this pandemic situation, Tesco faces constraints from internal and external factors. Every organization has a shortage of resources and money that affects the growth of the organization internally and externally. Tesco also faces the situation as they have shortages of money for the optimal solution. The physical equipment and plant of the company became inadequate in this situation and it results to face competitions and regulatory actions. Tesco must act efficiently to deliver the required performance in order to remain competitive in this pandemic situation. Tesco must adapt to the ecology in order to deal with the constraints that stop them from reaching the goal to remain competitive in the market. Tesco must perform adequately in this situation must continue with the available resources they have. The company must recognize the organizational inertia which is an obstacle that prevents the organization from adopting changes. Tesco must recognize these limitations and work consciously to reduce the effect caused by the pandemic situations. The strategy of Tesco must adapt freely to the conditions that are changing and different challenges regarding the performance. In this challenging condition, Tesco can adapt to constraints by performing and maintaining wellness in this Covid-19 scenario. 
The company is experiencing challenges that can be a beneficial part of the organization to survive in order to long-term effect (Baliyarsingh, 2018). 
These challenges help the company to survive in the process of selection to promote the characteristics of the organization in order to remain competitive in the market. 
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Critical evaluation of the broader environment using environmental scanning tools 
SWOT analysis
	               Strengths



· Good Market share
· Strong performance during the pandemic
· Financial turnaround
· Innovation 
· Adaptability to change

	Weaknesses



· Change in the leadership
· Quality control
· Inventory management
· Issues regarding food and safety
· Issues regarding the shortages of the product

	Opportunities



· Growth of sales of online groceries
· high -unemployment rate
· Social supermarket
· Competitors weakness


	                            Threats



· Covid-19 pandemic
· Rising of competitions
· Economic recession
· Environmental issues
· Political effects



	Table 1: SWOT analysis of TESCO
Figure 1: SWOT Analysis
(Source: Fatricia, 2017)

There are many strengths of Tesco that helps the company to remain competitive in this pandemic situation. Tesco has a great market share of the grocery market in the UK that helps the company to stay top on the market (Fatricia, 2017). The dominance of Tesco in the market is unchallenged in spite of this pandemic situation which is a great advantage for the company. Tesco has a good operating profit according to the annual report of 2020 and also recovered from the huge annual loss. However, every organization faces difficulties regarding the negative performance during the pandemic. Tesco has maintained strong performance during the pandemic. The growth of the company comes mainly from online sales as all the physical retail markets are closed down because of Lockdown. The company also hires more than fifteen thousand people in this pandemic to cater to the growth in demand. The effort of Tesco is to optimize the scheme of delivery in response to the pandemic induced shortages. Tesco is adapting strongly and working effectively in response to the restriction on in-store purchases. Tesco has strong successful management that continuously helps to drive growth for the company. 
As to tackle this situation, the company also has some weaknesses. The change in leadership is the biggest weakness of the company. As the company totally shifts from the offline retail market to the online retail market company, the company has to change the leadership which can impact the growth for the future. The company has also faced the challenge of quality control as the many complaints of the customer have come in front that indicates the company must focus on the area. Every organization faces the challenge regarding the shortages of the product and the retail industry face this challenge mostly because of transportation issues. Tesco tries to assure their customer to prevent shortages effectively due to the buying panic. However, because of product unavailability, many customers tend to competitors that can be a major threat to the organization to deal with the market effectively (Archer and Willcox, 2018). One of the major weaknesses of the company is to tackle inventory management effectively. The issues regarding food safety are also major issues of the organization. However, to tackle this issue, the company has urgent food recalls after safety issues and defects. 
However, the company can adopt some changes that can be the major opportunity for the company to remain competitive in the market. In this pandemic situation, the growth of online grocery sales is increasing. People tend to buy groceries online and it is a major opportunity for the company. The company can leverage the trend and can achieve market growth. A high unemployment rate can help the organization to achieve growth in the market. The weakness of the competitors such as the offline retailers can be the opportunity for the organization as the customer prefers online buying products. Tesco is passionate about actively participating in social supermarket initiatives.
Every organization in the UK faces different threats such as the political crisis and economical crisis. Tesco also faces some major threats regarding the economic recession and the covid-19 pandemic. The economic recession results drop in the power of purchasing which is the main concern area for Tesco (Jonah, 2018). The rising rate of unemployment can result in financial uncertainty for Tesco. The rising of many online retailers are also a major threat to the organization. 
PESTLE analysis
	Factors
	Description
	Impact

	
Political
	· 19% corporate tax
           (Tradingeconomics, 2020)
           (Refer to Appendix 1)

· 20% sales tax 
           (Tradingeconomics, 2020) 
           (Refer to Appendix 2)
	

Negative

	
Economic
	· 1.7%  inflation rate
(Tradingeconomics, (2020)

· 0.5% GDP
            (Tradingeconomics, 2020)
	
Negative
 and 
positive

	
Social
	
· UNEMPLOYMENT RATE:4.5%
· LITERACY RATE: 99%
           (Tradingeconomics, 2020)

	Negative 
and
 positive

	
Technological
	
· Positive investment in technology (4 billion euro) (gov. UK, 2020)
· Technology adaptation is expanding
	
Positive

	Legal
	· Health and Safety Work Act 1974
	
Positive

	Environmental
	· Recycling Act
· Environmental protection Act of 1990 
	
Positive


Table 2: Pestle analysis
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Impact of the scanning tools on the culture and performance of the organization 
The culture of the organization mentioned to the system of the shared meaning that differentiates the organization from the other organization. There are many elements of organizational culture including risk-taking and innovation, people and outcome orientation, aggressiveness, stability, and attention to detail. The organizational structure of Tesco is simple. The company effectively utilizes the force of work for the development and growth of Tesco. In order to deal with this pandemic situation, the organization implements various strategies to perform better and remain competitive in the market. Tesco has always followed the improvement of technology and the implementation of innovation. Tesco has totally tended to the online retail market where the technology allows the company to minimize the errors of the human and the responsibility to the staff to satisfy the needs of the customers. The government of the UK encourages retailers to provide a highly skilled job for the employees. The economical factors of Tesco impact the demand, prices, and profits and the high unemployment factors of the country implies that the decreases the effective demand for the goods. The economical factors can influence the culture and performance of the organization effectively. The social factors can also affect the culture and performance of the organization. The company increased the amount of non-food products in this situation and also focuses on added-value services and products. The company tries to make an effective relationship between the employees and the manager for effective communication. There are different factors that can affect the organization such as the values, strengths, weaknesses, opportunities, and education of the employees. Tesco maintains a good performance in this pandemic situation and also maintains the financial stability that can create a positive influence on the employees. However, the company recognizes its weaknesses and threat and also tries to dealing with these challenges effectively. Organizational culture is the strongest factor that can shape the process of the work, relationship with the employees, and satisfaction of the work. 
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Critical evaluation of the organization’s present culture and ethical standards 
Analyzing present culture and ethical standard
Culture of 423,092 people are employed by Tesco in the year 2020 (Statista, 2020) . Most of the employees of the organization are working in the Republic of Ireland and the UK. One fourth of the employees are working internationally. Ethical standards as well as culture of the organization help the organization regarding its external environment and present pandemic situation of COVID 19. 
Regarding Covid 19 situation, several steps are taken by management regarding company culture and ethical standards. However, to approves the culture of organisation the Hofstedes’s Dimension of Culture is going to be implemented in the section below:
Power distance: 
TESCO is a large hierarchical organization. Tesco is a large organization, with various kinds of departments to function in business. Therefore., multiple layers of managers are present in the organization to function it smoothly. Majority of the power remains in the apex level of organization.
Uncertainty avoidance:
Diversity is   not appreciated in the organized culture of TESCO. Most of the employees belong to the same culture as well as ethnicity. Employees are habituated to a similar type of culture. Therefore different cultures are not appreciated. Risk avoidance tendency of the organization is therefore strong. 
Individualism:
Decisions in the organization are taken by a board, consisting of Chairman, Chief financial officer, Group chief executives, senior independent directors and   few  directors who are non independent (TESCO, 2020). This collective decision making approach helps the organization to perform better with various kinds of insights and thinking. 
Masculinity: 
Vision and mission of TESCO focuses on its relation with employees, consumers as well as communities. Quality of life comes first regarding the approaches of organization with relationships. Betterment of community and making life healthier easier is the core value of organization (TESCO, 2020). Therefore masculinity of the organization is feminine in nature. 

Long term orientation:
Tesco believes in long term approaches regarding its organizational culture and performance.  Decisions are taken by the board of managements by taking the future in mind. Therefore, long term orientation is   the approach of TESCO.

[bookmark: _Toc55231785]Evaluating ethical standards of Tesco 
Ethical standards of the organization are the value of the individual as well as organization. Regarding the mission, vision and values of TESCO, trust and respect are the ethical standards maintained in the organization. Experience and knowledge are shared in organization, which helps in individual performance as well as organizational performance. Employees of Tesco worked as a team. This collaborative effort of all employees helps to grow the organization. The feelings and words o9f employees are listened to and they are supported accordingly. This t develops the gratitude of employees to the organization. These ethical standards of employees are shared in employees of the organization, which helps in the improvement of organizational environment. 
Jobs of TESCO are serving the consumers with daily necessities. This job cannot be done, from work from home process. Employees of TESCO need to collect and deliver products in respective areas. This is dangerous for their lives as well as families.  Safety is the most important approach regarding the organizational cultures of TESCO, therefore. Several steps are taken by the organization to grow organizational culture as well as ethics in employees and save them.
Introduction of new traffic light system: 
New traffic light system is introduced in each store of TESCO. This will help the employees to maintain the number of consumers in the store. Social distancing is the most essential norm, this time. This system will help the employees to maintain social distance in workplace. 
Permanent of temporary employees: 
Demand for online shopping increased during the lockdown period of Covid 19 pandemic. Sales of grocery are increased as people cook in home due to working from home and closure of offices as well as schools. To maintain this demand 16000 extra staff was taken by TESCO.  This entire staff is employed permanently by the organization (The guardian, 2020).These permanent employees will be grateful to the organization, as there is a lack of jobs due to the COVID 19 pandemic.


Floor marking: 
Floor markings in car parking are introduced to maintain social distance in parking seduction of stores. This will help the employees to maintain social distancing in organization premises as well as number of people in the shop. 
Benefit to ill employee:
Employees of the TESCO need to be self isolated. This will help in saving other employees from the pandemic. The decision of self isolating is not forced. It is voluntary. This voluntary decision will introduce a sense of responsibility in employees regarding the safety of others.
Moreover the self isolated employees will be paid by the organization from the first day of absence. This will ease the worry of the infected employees. The employees will be grateful to the organization for support in ill time.  Trust of the employees is earned which will reflect in performance.
Introduction of well being tool: Two well being tools named headspace and silver cloud are introduced to employees. This will help the employees to perform better. Wellbeing of the employee will help the organization to improve the organizational culture with trust and responsibility. 
Help to employees: 
Line managers are assigned by the organization to support the employees in need. Regular updates are taken by line managers regarding available resources and information. Regarding a hierarchical structured organization, power distance is high in TESCO PLC. This approach of management will help to reduce it.  
Personal ethical standards, values and beliefs of employees in the company 
Ethical standards, values and beliefs of the employees help the organization to perform better regarding service to consumers. This helps the organization to grow. Employees of TESCO are characterized with   few personal ethical standards, values and beliefs. They are as follows,
· Dedication:
Employees of the TESCO   perform their job with dedication. This dedication helps employees to perform their job with the best ability.  The performance of the company improved for this reason.  Revenue of the organization increases. This reflects in Annual report 2020 of TESCO, that group sales of TESCO were 56.5 billion pound (TESCO 2020).
· Accountability:
Accountability is the most important factor regarding moral value and ethics of employees. This is not just related to time maintenance and other performance. Honesty and accountability to the job, with taking responsibility is part of it. Regarding a retail company, employees of TESCO is working with honesty and accountability. Tesco staff takes duty to clean the shelves in stores and clean staff washrooms (BBC, 2020). This accountability of the employees helps the organization to perform better. 
· Respect:
Employees of the TESCO respect each other according to values of organization. Dignity and contribution of every employee are honoured. Trust and good relations are maintained between various teams. This respect in interpersonal relations as well as communication with colleagues, consumers and other shareholders helps the   organization to grow. 
· Collaboration:
Collaborative work is the most important factor behind the success of TESCO. The important decisions are taken by the board members of TESCO (TESCO, 2020). This various thinking and brains give insight in decisions. Moreover experience and knowledge are shared between the employees according to organizational values (TESCO, 2020). Employees become enriched from each other's experience. This helps the employees to perform better in organizational jobs. 
· Code of Conducts:
Code of Conducts related to TESCO is valued by employees. This helps them to perform with integrity. Terms and conditions are maintained regarding recruitment of employees. This employment policy of TESCO is according to the code of conduct. This maintenance of code of conduct by the employees helps organization to serve consumers and the community better.

[bookmark: _Toc55231786]Conclusion 
The culture of the organization is the value that is shared among the members of an organization. Tesco is the multinational merchandise and the biggest online retailer in the UK. The vision of the organization is to share experience and knowledge and to be trusted and respected. However, an organization must develop an effective strategy in order to remain competitive in the market. Professor Beer has identified six different barriers to develop a good strategy and for the high-performance team, every company must adopt a culture that promotes different activities to overcome the barriers. Hannan and Freeman also refer to the theory for the dynamic change of the organization practices and also defines the concept of the organizational ecology. However, management theories create an important value for Tesco where Covid-19 caused the business of Tesco to change drastically. The most important strength of Tesco in this pandemic situation such as strong performance, innovation, and good market share, the weaknesses are including changes in leadership, product shortages, and quality control. The opportunities of Tesco are including the sales growth of online grocery sales and the social supermarket and the major threats are including the covid-19 pandemic and the economic recessions. The cultural dimension of the company defines the majority of the power, risk avoidance tendency, collective decision-making approach, and the long term orientation. The ethical standards and the values of the company help them to achieve market growth in the retail industry in the UK. 
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Appendix 1: United Kingdom Corporate Tax Rate
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(Source: https://tradingeconomics.com/united-kingdom/corporate-tax-rate)


Appendix 2: United Kingdom Sales Tax Rate - VAT1
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(Source: https://tradingeconomics.com/united-kingdom/sales-tax-rate#:~:text=Sales%20Tax%20Rate%20in%20the%20United%20Kingdom%20averaged%2016.84%20percent,of%208%20percent%20in%201978)
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