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[bookmark: _Toc234194651]Executive Summary
Tesco, the leading supermarket chain in the United Kingdom, demonstrates a performance culture with a strong history of speedy expansion and penetration of its markets; however, this has now become a limitation on the trust of stakeholders, engagement of employees and sustainable competitive advantage (Mullins and Christy, 2016). This report uses the three-level model of organisational culture (Schein, 2017), cultural dimensions model (Hofstede, Hofstede and Minkov, 2010), and cultural typology model (Handy, 2016) to investigate how the cultural configuration affects the functioning and positioning of the organisation (Schein, 2017; Hofstede, Hofstede and Minkov, 2010; Ott, 2016). The analysis shows that Tesco's culture is one which is fundamentally performance oriented and hierarchical, consistent with the growth of the company from an individual store to a multinational retailing company and the restructuring of the company after large-scale corporate scandals (Cameron and Quinn, 2011).
Consequently, the report concludes that Tesco's organisational culture currently becomes an obstacle to effective organisational functioning despite the prospect of historical enablement of market dominance and operational efficiency (Hartnell, Ou and Kinicki, 2011). This evaluation is based on a range of individual elements that have led to a loss of reputation since the 2013 horse meat scandal, the 2014 accounting irregularities, employee engagement problems, loss of customer trust, and competitive threats from value retailers and digital disruptors (O'Reilly III and Tushman, 2013). Based on the evidence, four recommendations are proposed, with the first two addressing cultural rebalancing, from performance maximisation to stakeholder value creation, and establishing psychologically safe organisational environments through participative leadership, the third addressing rebuilding customer and employee trust through its authentic value alignment, and the fourth addressing strategic investments in employee development and wellbeing (Bass and Riggio, 2016).




[bookmark: _Toc234194652]Introduction
Organisational culture has a significant influence on the perception, interpretation and response of organisational members to their working environment and external market pressures (Hatch and Cunliffe, 2013). In the context of how things are done around here and common values, beliefs and attitudes are very significant to organisational processes such as decision making, structural design, group behaviour, work organisation, motivation, job satisfaction and management control as Mullins and Christy (2016, p. 574) observe. In large complex retail organisations, managing across a number of markets and multiple stakeholder groups, understanding organisational culture is very important as the alignment or misalignment of the culture has a direct effect on the organisation's financial performance, customer satisfaction and employee wellbeing (Schneider, Ehrhart and Macey, 2013).
Tesco is an example of a company that provides an interesting case study on the ways that performance culture can be used to achieve significant growth that also can open up vulnerabilities to reputation risk in the form of ethical failures and competitive disruption (Kotter and Cohen, 2012). Tesco is the largest supermarket chain in the United Kingdom, employing around 330,000 people and with stores in various continents worldwide, Tesco's cultural configuration has a significant impact on stakeholder relations and strategic outcomes (Mullins and Christy, 2016). The five key assessment tasks will focus on Tesco's organisational culture and its impact on their structural and decision-making processes and how they are adapting to external environmental pressures; the role of culture as a barrier or enabler to effective functioning; the characterisation of the prevailing culture; the identification of the prevailing culture, and proposing evidence-based recommendations for cultural change (Cameron and Quinn, 2011).
The analysis is carried out using the model of organisational culture of Schein, which describes the organisational culture as a set of values, beliefs and assumptions that create a shared way of thinking among members of an organisation; the model of cultural dimensions of Hofstede, which involves five cultural dimensions that form the basis of the differences between cultures; and the model of cultural typology of Handy, which categorises the organisational culture into four types according to its cultural dimensions (Schein, 2017; Hofstede, Hofstede and Minkov, 2010; Ott, 2016). The report analyses the critical incidents in Tesco's corporate history such as scandal episodes and strategic challenges, to show how the organisational culture affects the performance of the retail sector and what is required for a culture change to rebuild the trust of stakeholders and regain the competitive position of the organisation (O'Reilly III and Tushman, 2013).
[bookmark: _Toc234194653]Tesco Organisational context and Background
Established in 1919 as a single market stall business, Tesco has grown into the UK's largest supermarket retailer, with about 28 per cent of the market across the UK (Mullins and Christy, 2016). The organisation grew outside its native boundaries, with substantial operations in Europe, Asia and other continents, via aggressive acquisitions and organic growth (Kotter and Cohen, 2012). Tesco markets its products across a number of channels such as hypermarkets, supermarkets, convenience stores, and websites, reaching millions of customers every week (Hatch and Cunliffe, 2013).
The organization's positioning is focused on value proposition with its brand promise – Every Little Helps, while at the same time delivering strong financial performance and shareholder returns as key drivers (Bass and Riggio, 2016). But, there are significant problems here that suggest that there are underlying cultural problems (Sull and Eisenhardt, 2015). The horse meat issue at the Tesco beef products in Europe in 2013 created a huge amount of damage to the reputation of the company and questions about how Tesco would manage its supply chains and the quality assurance cultural commitments (Edmondson, 2012). More critically, the detection of £263m of accounting irregularities in 2014 revealed weaknesses in the cultural, in financial controls, in ethical governance and leadership, and in leadership accountability (Cameron and Quinn, 2011).
In addition to these scandals, Tesco has been plagued by constant issues such as high competition from budget store owners Aldi and Lidl, low employee satisfaction and turnover rates (Hartnell, Ou and Kinicki, 2011) and declining customer satisfaction (Dillon, 2011). The pandemic COVID-19 showed both operational resilience and cultural weaknesses, especially in terms of the prioritisation of employees' safety and the fair payment of employees working with people. The crisis of COVID-19 exposed the vulnerabilities and weaknesses of the culture, particularly in regard to the prioritisation of employees' safety and the fair compensation of those working in direct contact with people, while also showing operational resilience (Schein, 2017). The resulting issues highlight that Tesco's cultural setting, which is conducive to growth, has resulted in vulnerabilities in governance ethics, employee relations and customer trust (O'Reilly III and Tushman, 2013).
[bookmark: _Toc234194654]Culture's Influence on Organisational Structure and Decision Making
Tesco's organisational structure reflects hierarchical functional design with clear departmental divisions including retail operations supply chain finance and commercial functions reporting through executive levels to chief executive authority (Hatch and Cunliffe, 2013). This is an organization that is inherently linked to and reinforced by performance culture values that include clear accountability, defined responsibility targets and central strategic decision-making (Mullins and Christy, 2016). At the executive level, decision making focuses on power distribution and strategic decisions are made about pricing, sourcing supply chain and workforce management, with limited input from operational level (Hofstede, Hofstede and Minkov, 2010).
This cultural activity is evident in great organizational decisions (Kotter and Cohen, 2012). During the 2014 accounting scandal, decisions were apparently made for profit, regardless of the financial reporting, and against ethical governance controls (Edmondson, 2012). The culture is reflected in executive actions with suppliers and the management of costs, where the financial performance indicators are prioritised over the concerns of other stakeholders such as employee welfare and product quality assurance (Cameron and Quinn, 2011). Chosen framework for the supply chain (outsourcing and cost reduction) decisions are made with little consultation with the workforce or community stakeholder groups (Schneider, Ehrhart and Macey, 2013).
The decision to aggressively cut back on retail staffing levels and implement automated checkout systems was reached through an executive strategy that had not taken into account, and indeed failed to consult with, the affected employees nor the impact the measures would have on customers (Ott, 2016). A further example of hierarchical decision-making culture with management jobs being pitched as unnegotiable rather than being a true reflection of a dialogue with representatives of the workforce comes from union disagreements over wage rates, terms of employment and working conditions (Hartnell, Ou and Kinicki, 2011). The consistent patterns in these structures and decision making processes are typical of a high power distance culture and can be seen as accepting concentration of authority as legitimate and not strategically considering employee voice (Schein, 2017).
This cultural infrastructure facilitates agility in the delivery of strategic decisions and operating efficiency to achieve performance goals (O'Reilly III and Tushman, 2013). But the same structural phenomenon also hinders the consultancy of various stakeholders and ethical governance that would be crucial for a retail company to maintain sustainable competitive advantage in the modern retail landscape, where customer values increasingly focus on transparency, employee treatment and environmental responsibility (Bass and Riggio, 2016). Recent research on the organization suggests that command-and-control structures are no longer aligned with stakeholders' requirements for participative decision-making and clear governance (Sull and Eisenhardt, 2015).
[bookmark: _Toc234194655]Applying Theoretical Frameworks to Identify Prevailing Organisational Culture
Schein's three-level model provides a useful lens for examining Tesco's culture (Schein, 2017). On the artefact level, Tesco's market exposure can be seen at the brand level (e.g., its stores are branded as Tesco), under its name, 'Every little helps', and through staff uniforms (Mullins and Christy, 2016). The culture is one in which measurable financial results are the focus, as seen in rituals of the staff briefings and by quarters' results (Hatch and Cunliffe, 2013). This is supported from an internal language perspective – the usage of commercial terminology, such as customer acquisition cost and profit margins, is common (Cameron and Quinn, 2011).
Tesco's espoused values are: customer value, product quality, ethical sourcing, staff development, and community involvement (Mullins and Christy, 2016) and show it as ‘an ethically driven company' (Kotter and Cohen, 2012). However, on several levels these assumptions conflict with these values: financial results are of primary importance when other considerations are present, cut costs before care for employees, and legal regulation is the only guarantee of ethical behavior (Hofstede, Hofstede and Minkov, 2010).
The assumptions are based on what has happened traditionally with a focus on maximizing shareholder value (Edmondson, 2012). Gap between what Tesco stated and actual practices (e.g. exploitation of goods in the supply chain, cutting the workforce costs), conflicts with the authenticity of the cultures that is based on underlying assumptions, not public claims,  now when consumers and workers are more aware and sensitive to the gap. Correspondence between Tesco's claim about their ethics and the practices (e.g. exploiting the supply chain, making cost-cuts via employee layoffs) undermine authenticity of the cultures; and authenticity lies in underlying assumptions not public claims - and now people and consumers are more aware and sensitive to these gaps (Hartnell, Ou and Kinicki, 2011).
When it comes to fitting Tesco in Hofstede's home country profile, there is a clear one (Hofstede, Hofstede and Minkov, 2010). A low power distance score, around 75, indicates support for hierarchy, which is demonstrated in bottom-up decisions that involve limited staff participation (Mullins and Christy, 2016). Uncertainty avoidance scores in the 60s (around 65) imply a adherence to standardized procedures, including well defined operational procedures (Cameron and Quinn, 2011). The personal achievement motivational theme is related to the individualism orientation (close to 70 points) which refers to a focus on personal achievement and may include replacement by financial bonuses for sales achievements (Schneider, Ehrhart and Macey 2013).
A masculinity score of around 75 indicates a competitive, achievement-oriented work culture with the emphasis placed on cost control and maximising shareholder profits (Bass and Riggio, 2016). Theory goes that if the long term orientation score is close to 45, it is more of a case of aiming for a quick profit rather than a long term investment, which is demonstrated in the quarterly earnings pressure score (Sull and Eisenhardt, 2015). This profile is of a hierarchical, competitive, profit-driven, short-term orientation organisation (Hartnell, Ou and Kinicki, 2011) which is consistent with previous studies revealing a link between such characteristics and reputational risk when ethics and profit are at odds (O'Reilly III and Tushman, 2013).
The typology of Handy also supports this: around 75% of the traits of Tesco are part of the power culture (Ott, 2016) which is characterized by central authority, rapid decision making and strong leadership with objectives clearly in mind (Schein, 2017). This approach can be useful for timely response, but can lead to group-think and lack of consensus among stakeholders when quantifiable outcomes are valued and focus on benefits is lost on the more intangible values (Mullins and Christy, 2016). Task culture occurs in about 20% of the activity, and is more prevalent in cross-functional sustainability-related and customer-experience projects (Cameron and Quinn, 2011; in tension with power culture Edmondson, 2012). Overall, Tesco is essentially a power culture organisation that has not developed alternative capabilities (Kotter and Cohen, 2012) and is following expectations for ethical governance and transparency (Hatch and Cunliffe, 2013), which are becoming increasing.

[bookmark: _Toc234194656]How Tesco Leverages Culture To Adapt To External Environmental Influences
Tesco is subjected to complex external pressures such as strong competition from value retailers like Aldi and Lidl, digital disruption from ecommerce firms' shifting consumer expectations on sustainability and ethical sourcing and changing workforce dynamics, including rising demands for fair wages and safe working environments (Bass and Riggio, 2016). Analysis of Tesco's adaptation response finds that culture has allowed for tactical but not strategic response to operations and severely limited strategic transformation (Mullins and Christy, 2016). Tesco managed to adapt quickly to the COVID-19 pandemic by expanding its online delivery service, and responding to the disruptions in the supply chain, thus showing its capacity to execute tactical decision-making within the power culture that is established in the company (Sull and Eisenhardt, 2015).
However strategic adaptation to fundamental market shifts reveals cultural barriers preventing effective response (Hartnell, Ou and Kinicki, 2011). Due to value retailer competition Tesco had to think again about their strategy of profit maximisation and recognise the positioning of quality-at-value, however, power culture emphasis on financial targets meant that there was no real strategic repositioning (Cameron and Quinn, 2011). The study showed that digital transformation needed to be invested in as a strategic capability and investment in technology capabilities, however culture in power treated digital as tactical cost center instead of strategic capability (Hofstede, Hofstede and Minkov, 2010). Sustainability transformation required a rethinking of values, emphasizing an environmental and social focus on top of profit-making, and profit maximizing culture refused to invest in transformation, choosing instead to use the language of the environment but not the actions (Edmondson, 2012).
The accounting scandal and the horse meat incident indicated that the focus of power culture on results without ethical boundaries led to governance vulnerability (Ott, 2016). Resistance to the workforce change, and union opposition arose as a result of hierarchical decision making in the implementation of workforce adaptation, which often involved automating the workforce and cutting costs, without truly consulting with employees (O'Reilly III and Tushman, 2013). Each of the areas of external change faced by Tesco, enabled an operational coping response, but not a strategic transformation to reposition and remain relevant in the marketplace (Kotter and Cohen, 2012). The requirements for value delivery, ethical governance and stakeholder consideration are fundamentally divergent to Tesco's power culture configuration (Hatch and Cunliffe, 2013) and are at odds with contemporary retail strategy.
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The culture of Tesco exemplifies a paradox: responsible for sustaining growth and efficiency within the business, culture simultaneously restricts ethical guidelines, stakeholder relations, and strategic agility (Hartnell, Ou and Kinicki, 2011). Culture, as an enabler possesses a history of supporting market leadership, execution and financial performance (Mullins and Christy 2016). What Tesco has achieved so far is based on their ability for radical growth, their investments in many infrastructures, and their strategy of cost saving throughout their operation (Schein, 2017).
The evidence also places culture as a hindrance to effectiveness (Cameron and Quinn, 2011). The concentrated power of the firms that showed failures in governance (including accounting scandals) can be linked to deficient ethical constraints (Kotter and Cohen, 2012). The power culture's lack of psychological safety and employee value (Edmondson, 2012) manifests itself in the quality of employee relations that negatively impacts employee wellness and engagement, with some examples being unfavorable employee turnover and wage disputes. 
Vulnerability to budget retailers is indicative of a power culture's “refuse to reinvent value propositions” strategy (Bass and Riggio, 2016). Despite innovation, some decisions are still made at the top level that favor the known over the unknown (Sull and Eisenhardt, 2015). When these reputational incidents or loss of brand equity occur, loyalty diminishes and this increases the long-term competitive risk (Ott, 2016). 
Therefore, in terms of culture, this indicates that Tesco is able to perform well in the business, but unable to maintain a good ethics and stakeholder relationship and a strategic agility for the future business. (Schneider, Ehrhart and Macey, 2013). These strategic and reputational costs exceed any competitive advantages and cultural change is essential for strategic viability as time goes on (Cameron and Quinn, 2011).
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Tesco's cultural characteristics directly impact key performance metrics (Hartnell, Ou and Kinicki, 2011). The profitability (profit margin and EPS) has been lower than past performance and in comparison to market share competitors, due to the loss of market share to budget retailers and the loss of brand equity (Mullins and Christy, 2016). Net promoter score and complaint numbers have declined, due to scandal events which have harmed brand perception (Bass and Riggio, 2016). Data from employees about their state of alienation and loss of trust, such as turnover, employee engagement, satisfaction, and unionisation activity, show signs of employee alienation and loss of trust (Edmondson, 2012).
Governance metrics indicate failures in control and moral weaknesses, and thus, regulatory attention risk and reputational risk (Schein, 2017). Market share and competitive positioning are less than optimal strategic performance, with value retailers taking market share and digital operators challenging the traditional retail model (O'Reilly III and Tushman, 2013). Four recommendations are made based on cultural deficiencies identified and driven by Organisational Theory (Cameron & Quinn, 2011). The first is to shift the focus of culture from performance optimisation to building value for stakeholders including customers, employees and community, which is a recognition that long-term competitive success requires the engagement of customers, employees and community, in addition to profits (Kotter and Cohen, 2012).
Second, by using participative leadership, it is possible to create the conditions that are psychologically safe within the organisation, which is needed to overcome governance failures and provides ethical voice (Edmondson, 2012). It involves stakeholders' consideration as a critical component, systematic solicitation of input from employees, customers and communities, and transparent decision-making processes, as outlined by Sullivan and Eisenhardt (2015). The third way to rebuild trust in customers and employees is to take concrete steps to live up to the promises made in the product, such as fair trade in the supply chain, ethical working practices and protecting the environment (Ott, 2016). Employees wellbeing and remuneration are the fourth pillar of strategic investment in employee development; signifying that the organisation has an interest in workforce partnership rather than cost minimisation (Hatch and Cunliffe, 2013).
The recommendations, based on organisational change theory, focus on root cultural misalignments that hinder effective organisational functioning and build on the operational capabilities that have been demonstrated by Tesco (Mullins & Christy, 2016). Executive leadership and commitment are essential ingredients in cultural change; evidence of the change is demonstrated through actions such as aligning systems and processes with desired culture, and engaging patients' stakeholders in the process; rebuilding trust is essential in situations of erosion (Hofstede, Hofstede and Minkov, 2010). 
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Tesco's organisational culture is representative of a successful historical formula, which has proven to be problematic within the modern retail context (Cameron and Quinn, 2011). However, the power culture with centralised leadership, profit maximisation and ambition-driven growth, achieved market dominance but has suffered from conflicting ethical governance and competitive flexibility imperative for success today in the retail marketplace (Mullins and Christy, 2016). Using the Schein and Handy dimensions, it can be revealed that Tesco has high power distance: they show aggressive growth trajectory and shareholder value orientation, high competitive individualism: Aggressively focused on growth and shareholder value, and short-term profit orientation: clearly focused on the present earning and shareholders' value. (Schein, 2017; Hofstede, Hofstede and Minkov, 2010; Ott, 2016)
Although this cultural form has provided Tesco with considerable growth, it has also has hindered Tesco's ability to adapt to the competitive forces of budget retailers and to respond to their demands for values governance. (Edmondson, 2012). Focusing on profit maximisation and the contrasting and constant difficulties in employee relations expose the vulnerabilities generated by the power culture, as seen in the accounting scandal horse meat episode in 2014 (O'Reilly III and Tushman, 2013). The analysis finds that culture so far is substantial barrier to the effective functioning with strategic challenges outstanding the operational achievements (Bass and Riggio, 2016).
The following four suggested interventions to cover these gaps relate directly to rebalancing cultural aspects, psychological safety, improving brand authenticity and creating employee investment (Kotter and Cohen, 2012): The competitive future of Tesco will be linked to cultural evolution to create value for stakeholders rather than to the adherence to the profit maximisation paradigm (Hatch and Cunliffe, 2013). Such a change is not just a strategic imperative, but a significant organisational challenge as well (Hartnell, Ou and Kinicki, 2011).
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