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[bookmark: _Toc237271040]1. Introduction
Organizational culture can be defined as the collective set of beliefs, values, and behaviors of employees in a business which shape how employees interact with each other and their workplace. According to Mullins & Christy (2016), organizational culture impacts "the way we do things around here" and significantly influences decision making, organizational design, team behavior, job satisfaction, motivation and management controls. Therefore, it is evident that while employee behavior is important, culture is equally important when considering how the organization functions, addresses challenges, and performs.
The following report will analyze the culture at Toyota. As one of the world's largest automobile manufacturing companies and well known for its emphasis on quality, efficiency, teamwork and continuous improvement, Toyota's culture is studied through the use of Schein's Model of Organizational Culture and PESTLE Analysis. In addition to analyzing Toyota's internal and external environments using these tools, this study examines if Toyota's culture is either a hindrance or facilitator to effective organizational operation and provides recommendations for enhancing Toyota's cultural strengths.

[bookmark: _Toc237271041]2. Organisational Culture of Toyota
Toyota's organizational culture is very closely related to "The Toyota Way," which has two major tenets: continuous improvement; and respect for people . As such, these ideas shape how employees go about their jobs, how managers manage, and how the organization addresses its challenges. In essence, continuous improvement at Toyota, is encouraging employees to continually improve processes, products and performance. Similarly, respect for people indicates that Toyota emphasizes team-work, employee participation, and shared accountability among all members.
Further, Toyota's culture is also directly associated with lean production. Liker (2004), describes lean production as eliminating waste; increasing efficiency; while ensuring quality. This is especially important since Toyota competes within an extremely competitive automotive environment where consumers demand affordable, reliable, and safe automobiles. Furthermore, Toyota expects each of its employees to adhere to standardized procedures. However, the company also provides its employees with opportunities to recognize problems and make recommendations for potential improvements. Hence, it is reasonable to conclude that Toyota's culture is both structured and focused on continual improvement.
Additionally, Toyota's production system shapes the company's culture. According to Ohno (1988), the focus of Toyota's production process was centered around minimizing waste, by producing only what was necessary. This provided support for the concept of Just-in-Time production. Wherein resources were being utilized in the most efficient manner possible. Additionally, Toyota utilizes Jidoka. Which translates into identifying and correcting problems promptly, before those same problems develop into something much larger. .
In this regard, Toyota's culture does indeed influence work organization; motivation; decision making; and management control. Similar to Mullins & Christy (2016); Toyota's employees do not simply need to follow established guidelines or policies. Rather they are expected to play an active role in contributing to the overall improvement of the organization. Ultimately creating a culture that places value on quality; teamwork; and continual learning.
.
[bookmark: _Toc237271042]3. How Toyota’s Culture Shapes Structure and Decision-Making
Clearly, Toyota's organizational structure is significantly impacted by Toyota's culture. Toyota has a structured and managed organizational design. Toyota employees have clearly defined operating procedures, quality standards and manufacturing systems that guide their actions. This is particularly critical for automotive manufacturers because an error can negatively impact both product safety and consumer satisfaction while damaging a manufacturer's reputation. Through standardized work, Toyota creates consistency among all of its plants and locations globally.
Although Toyota maintains a structured and bureaucratic organization design, its culture encourages employees to participate and contribute toward the organization through continuous improvement or Kaizen (Imai, 1986). Through Kaizen, Toyota encourages employees to continuously develop new ways to improve their own jobs and identify potential problems within their work areas. Thus, Toyota's organizational design reflects a combination of formal authority and participative practices. Employees are required to adhere to standard processes; however, they are also empowered to create additional processes that will enhance the efficiency and effectiveness of their daily activities.
Toyota's organizational design also impacts how the organization makes decisions. Toyota emphasizes problem solving, teamwork, and long term development of process improvements. As part of this philosophy, employees are encouraged to expose issues and problems as opposed to hiding them. Identifying issues and problems early on enables the organization to address these issues prior to further waste generation and/or defects from occurring. Toyota's Jidoka principle (Toyota Motor Corporation,) also contributes toward enabling employees to stop production when a significant issue arises.
A major benefit of Toyota's culture is that it supports high-quality focused decision making. A primary attribute of Toyota's decision-making process is that it typically involves analysis of problems, identification of underlying problems or causes and creation of long-term solutions to those problems. Although this type of decision making produces superior quality products with less repetition of defects, there can be some negative aspects associated with Toyota's decision-making process. One example is that the time frame for decision making at Toyota can be lengthy due to emphasis on detailed planning and achieving consensus. In today's rapidly changing business environments including rapid changes in electric vehicle technologies and digital technologies, this lengthy timeframe could result in a competitive disadvantage for Toyota. If competitors act more rapidly in response to changes in their marketplaces, including innovations related to electric vehicles or digital technologies, then Toyota's culture based decision-making process may impede the company's ability to react rapidly to changes in its marketplace.
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[bookmark: _Toc237271044]4.1 Schein’s Model: Toyota’s Internal Culture
The first part of Schein's Model was helpful in my analysis of Toyota as it breaks down an organization's culture into three layers: Artefacts, Espoused Values and Basic Underlying Assumptions. Using this model I was able to see two aspects of Toyota's Culture; The visible side of Toyota's culture (e.g. What Toyota says) and the invisible or "hidden" side of the Culture (How Employees Behave, How Work Is Organized & How Problems Are Solved).
[bookmark: _Toc237271045]Why Schein’s Model was used?
Schein's model has been used in this assignment to provide an analysis of Toyota's organizational culture on various levels. The model is able to look beyond the obvious (e.g. production systems and work processes) to Toyota's professed values and underlying belief system. Therefore, the model provides a means by which to understand how Toyota's culture affects employees' behavior, decision making and overall job performance.

[bookmark: _Toc237271046]4.2 Artifacts
Artifact's in an organisation are manifestations of organisational culture and can be seen in Toyota. Examples of artefacts in Toyota include: production lines, team meetings, quality control systems, visual management boards and Andon systems. As a result, these aspects clearly demonstrate to all employees that Toyota has strong beliefs in efficiency, discipline and high-quality products.
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Artifacts: Visible representations of culture in a workplace, i.e., "how things are done" at Toyota. Examples include; production lines, Visual Management Boards, Team Meetings, Standard Work Methods and Quality Control Systems. They represent how important it is to be efficient, organized and produce good products.
Values: The values of Toyota are largely derived from The Toyota Way, with an emphasis on Continuous Improvement and Respect for People. Therefore, at Toyota employees are empowered to continuously improve their own work processes and collaborate to solve problems so that they can build stronger teams throughout the organization.
Underlying Assumptions: Toyota's underlying assumptions are those ideas that affect employee behavior every day. For example, at Toyota it is assumed that problems need to be acknowledged or made visible rather than ignored, and that all employees have a role in creating positive change and thus contributing to the culture of continuous improvement and quality (Schein, 2010).

[bookmark: _Toc237271047]4.3 Espoused Values: Toyota’s Stated Beliefs
Espoused values of an organization represent the formalized values that an organization officially states as its guiding principles. Toyota's espoused values are primarily represented in The Toyota Way and specifically include continuous improvement and respect for people (Toyota Motor Corporation, n.d.-a). This will serve as a source of direction for all employee behavior and for all organizational decision-making. For example, continuous improvement promotes ongoing learning among employees with regard to their jobs; and respect for people promotes collaboration and employee involvement.
The importance of these values is to enable Toyota to develop a global culture. Given Toyota has operations in multiple countries and numerous departments, this type of culture would provide a way for the company to unite employees from various locations under one set of organizational values. Hofstede (2011) identifies that country cultures have the ability to affect organizational behaviors; therefore, when managing cultural differences on a global scale, Toyota will be able to utilize similar organizational values throughout the world.

[bookmark: _Toc237271048]4.4 Basic Assumptions: Toyota’s Deep Cultural Beliefs
The most basic fundamental assumptions are the underlying beliefs that affect how we behave but do not necessarily have to be explicitly stated. A major assumption at Toyota is that issues need to be brought into visibility and resolved versus hiding them. Another assumption is that improvement belongs to all members of an organization, not just management.

These assumptions describe why employees at Toyota are encouraged to take part in solving problems. These assumptions also define why Toyota has such an emphasis on quality and waste elimination. Schein's (2010) theory describes a strong culture for Toyota as their observable behavior, written value statements, and unspoken assumptions are very interrelated.

[bookmark: _Toc237271049]4.5 PESTEL Analysis: Toyota’s External Environment
The PESTEL model provides a way of looking at how the political, economical, sociological, technological, ecological and legal environments can influence an organization. In addition to these areas being a source of opportunity, they also represent potential threats to organizations. According to Johnson et al. (2008), it is through understanding the external environment in which the organization operates that we are able to identify both opportunities and threats. The automotive sector has many external influences on it including; Global Competition and Government Regulation; Technology; Climate Change; Changing Customer Expectations.
Examples of political factors affecting Toyota would be: Government Policies; Trade Rules; Tariffs; International Relations. Examples of Economic Factors affecting Toyota would be: Inflation; Exchange Rates; Fuel Prices; Consumer Spending Power. Social Factors influencing Toyota include: Customer Demand for Safer Vehicles & More Environmentally Friendly Vehicles. An example of Technological Factors affecting Toyota would be: Electric Vehicles; Automation; Digital Systems. Environmental Factors include Pressure to Reduce Emissions and Improve Sustainability. Legal Factors affecting Toyota include: Safety Laws; Environmental Regulations; Consumer Protection Legislation
PESTEL Framework: Toyota
	Factor
	Impact on Toyota
	Cultural Response

	Political
	Trade rules, tariffs and government policies affect Toyota’s global operations.
	Toyota uses efficiency and waste reduction to manage costs.

	Economic
	Inflation, fuel prices and lower customer spending can reduce car sales.
	Lean production helps Toyota control costs and stay competitive (Liker, 2004).

	Social
	Customers want safe, reliable and eco-friendly cars.
	Toyota focuses on quality, reliability and customer needs.

	Technological
	Electric vehicles, automation and digital systems are changing the industry.
	Toyota’s problem-solving culture supports innovation, but decisions may need to be faster.

	Environmental
	Emission targets and climate concerns pressure Toyota to be greener.
	Continuous improvement supports hybrid technology and waste reduction.

	Legal
	Safety laws and environmental regulations must be followed globally.
	Toyota’s quality culture supports compliance and risk control.




[bookmark: _Toc237271050]5. Organisational Culture and Adaptation to the External Environment
Toyota utilizes a culture of continuous improvement to react to outside pressure from competitors, customer wants, technological changes and regulatory compliance. Continuous improvement allows Toyota to consistently adjust in response to changing situations.
Toyota is subject to political and legal pressures because it sells cars all over the world and thus must comply with differing national laws for trade, safety and environmental protection. This makes the fact that Toyota's focus on quality encourages employees to adhere to standards and recognize problems before they become serious, although even Toyota has experienced some recalls which indicates that these processes require regular review (Cole, 2011).
The economic pressures associated with inflation and less money available for consumers to spend can decrease vehicle sales. Toyota's "lean" culture provides methods to limit cost increases by eliminating unnecessary steps in production and increasing employee productivity (Liker, 2004).
Increasingly social and environmental demands are being placed upon automotive manufacturers to create safer and cleaner vehicles. In this area, Toyota has been able to respond with hybrid technologies; reduction targets for CO2 emissions; and with corporate-wide initiatives for sustainability (Toyota Motor Corporation, 2025b).
Change resulting from new technology is one of the greatest challenges facing Toyota, particularly in the areas of electric vehicles, automation and digital systems. While Toyota's problem-solving culture will support innovation, the company must take care that its deliberative approach to making decisions does not impede its ability to rapidly react to future developments in the industry.

[bookmark: _Toc237271051]6. Organisational Culture and Effective Functioning
Toyota's corporate culture primarily acts as an enabler in relation to successful operation by enhancing operational efficiency, quality, team collaboration and ongoing process improvements. As staff are aware that process improvement is part of their duties, this promotes a pro-active environment at work and enhances staff motivation, organizational arrangement of work and management control (Mullins & Christy, 2016).
Toyota's "respect for people" principle enables collaborative working practices with employee participation. This provides additional motivational opportunities for employees through their perceived contributions to the overall organization success. The standardized processes employed within Toyota enable them to provide high levels of quality and consistency across all of their global manufacturing operations (Daft, 2021).
However, Toyota's corporate culture will act as a barrier when overly rigid. Overly rigid standardized processes may restrict creative approaches and/or responses to rapidly changing environments such as the development of electric vehicles or other digital technologies. In general, Toyota's corporate culture will be considered as enabling due to its support for achieving long term success, while remaining adaptable.
[bookmark: _Toc237271052]7. Impact of Organisational Culture on Performance and Recommendations
Toyota's culture influences how well its employees perform their jobs at work. By encouraging employee to continuously look for ways to improve the way things are done, this reduces waste, increases the amount of products produced per hour and creates better products. This supports Toyota's high level of efficiency and will contribute to the company's long term success; however, Toyota's culture can affect performance by creating an environment which allows all employees to adapt and commit to common goals (Kotter & Heskett, 1992).
The quality culture of Toyota contributes to increased customer satisfaction. Customers trust Toyota for producing reliable, safe vehicles which last. The team-based culture at Toyota encourages open communication among employees; thereby supporting problem-solving, innovation and new ideas.
However, Toyota may be too slow to change and may become overly cautious due to the rapid changes occurring within the automobile manufacturing industry. With the shift toward electric vehicles, sustainable production and digital technology Toyota needs to find a balance between the need for consistency through standardization while still allowing employees to think creatively.
In order to further enhance its ability to compete with other automobile manufacturers, Toyota needs to focus on improving intercultural communications throughout its global network of operations. National culture significantly impacts the behavior exhibited at work (Hofstede, 2011). Toyota must take advantage of opportunities to make faster decisions concerning changing technologies such as electric vehicle development and automation. Additionally, Toyota must support innovation by continuing to create an atmosphere of learning where employees feel comfortable reporting problems and sharing experiences. As stated by Schein (2010), an organization's underlying assumptions about what works best drive the behaviors exhibited by its employees.

[bookmark: _Toc237271053]8. Conclusion
In conclusion, Toyota's organisational culture supports Mullins and christy's (2016) argument that culture affects structure, decision making, motivation, management control and performance. Toyotas culture is based on continuous improvement, respect for people, team work and quality. Sherein model shows that toyotas culture can be identified through visible artefacts of stated values and deeper assumptions about problem-solving and improvement.
Pestel analysis indicates that Toyota faces external pressures from political, economic, social, technological, environmental and legal factors. Toyota's culture helps Toyota respond to many of these pressures by enhancing efficiency, quality and sustainability. However, if too much standardization results in slow decision making then the culture could also act as a barrier.
Overall, toyotas culture mainly acts as an enabler of effective organizational functioning and performance. In order to continue to enhance the current level of performance at Toyota, Toyota should strengthen global communications, accelerate innovation and encourage creative thinking and develop a strong learning culture.
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