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[bookmark: _Toc232961684]Executive Summary 
This report critically analyses organisational culture of Toyota Motor Corporation and how the organisational culture affects organisational structure, decision making, flexibility and performance. With the aid of the Three Levels of Culture by Schein and the Cultural Typology by Handy, the analysis determines the current culture of Toyota a learning-based lean culture that has the following attributes: continuous improvement, respect towards people, and long-term strategic thinking.
The results reveal that the culture in Toyota has a tremendous impact on organisational effectiveness as it promotes employee engagement, operational excellence, knowledge sharing and quality decision making. The culture also allows the organisation to react to external environmental pressures such as change of technology, sustainability issues and disruption of supply chain. The analysis however emphasises that, consensus based decision-making and preference to incremental innovation might inhibit organisational agility in a dynamically changing market.
In general, the report can conclude that the culture of Toyota, on the one hand, acts as an enabler and not an obstacle to organisational performance. Three suggestions are offered to enhance the competitiveness in the future: improving the ability to transform digitally, intensifying the cross-cultural cooperation in the context of global operations, and creating more flexible decision-making processes. These actions are likely to enhance innovation, strategic responsiveness and long-term organisational performance whilst retaining the core cultural strengths of Toyota.
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[bookmark: _Toc232961685]1. Introduction
[bookmark: _Toc232961686]1.1 Overview of Toyota
Toyota Motor Corporation is a global automotive company with operations in over 170 countries and its reputation of quality, innovation and operational excellence. The organisational culture, especially, continuous improvement (Kaizen) and respect for people principles, which form the basis of the Toyota Production System and organisational behaviour, decision-making, and performance, have played a strong role in the global success of the company (Toyota, 2025).
[bookmark: _Toc232961687]1.2 Purpose of the Report
Organisational culture is a very important factor in determining the way organisations are run, the decision-making process, and their reaction to the internal and external challenges. According to Mullins and Christy (2016), culture has influence over organisational processes, behaviour of employees, management practices and overall effectiveness. This report is aimed at critically evaluating the organisational culture of Toyota, and how this culture affects the organisational structure, decision making, adaptability, and performance.
[bookmark: _Toc232961688]1.3 Scope and Structure of the Report
The report employs the well-known organisations culture theories such as the Model by Schein and the Cultural types of Handy to determine the culture that prevails in Toyota. It also examines the cultural and organisational performance relationship, whether culture is a facilitator or inhibitor of performance, and offers evidence-based suggestions on how culture can be used in the future to enhance organisational performance.
[bookmark: _Toc232961689]2. Toyota's Organisational Culture: Theoretical Identification and Analysis
[bookmark: _Toc232961690]2.1 Understanding Organisational Culture
Organisational culture can be described as the collective set of values, beliefs, assumptions, and behaviours that affect employee thoughts and behaviours in an organisation (Schein, 2017). Culture is very significant to modern organisations as it influences the decision-making process, involvement of employees, innovation, and flexibility of the organisation. Culture influences virtually all the organisational processes, so it is a crucial factor in attaining strategic goals as Mullins and Christy (2016) claim. Toyota can serve as a good example of how a strong culture can impact organisational effectiveness at a global level.
[bookmark: _Toc232961691]2.2 Schein's Three Levels of Culture Applied to Toyota
The model created by Schein (2017) recognizes culture based on artefacts, espoused values, and fundamental underlying assumptions. On the artefact level, Toyota culture is evident in the Toyota Production System (TPS), Kaizen programmes, quality circles and continuous improvement programmes. These practices are evidence of a very organized operation excellence and employee engagement.
On the espoused values level, there are two main values Toyota propagates, this is continuous improvement and respect towards people. These values are inculcated in the leadership practices, employee development programmes and organisational objectives. The Integrated Report (2025) of Toyota emphasizes the importance of these principles in operational as well as strategic decision-making.
The most fundamental culture lies in the form of the basic assumptions of Toyota. Organisational behaviour has long-term thinking, collective responsibility, and dedication to quality that is deeply ingrained. These hypotheses indicate why Toyota applies sustainable growth and reliability more than short-term financial benefits most of the time. The framework offered by Schein is very valuable as it focuses on the underlying beliefs that lead to the observable behaviours as opposed to a description of organisational practices.
[bookmark: _Toc232961692]2.3 Handy's Cultural Typology Applied to Toyota
Another way by which organisations can be categorised relies on dominant behavioural characteristics is the cultural typology provided by Handy (1993). Toyota has minimal characteristics of a power culture since there is no central authority when making decisions. On the same note, person culture is not very common as organisational objectives overrule individual interests.
Formal procedures, quality standards and defined responsibilities of Toyota can be seen as elements of role culture. Nevertheless, the focus of the company on teamwork, problem-solving, and continuous improvement are more typical of the task culture. Workers are advised to work across departments to find areas of inefficiency and apply remedies, facilitating organisational learning and innovation (Netland and Powell ,2024).
Even though the model by Handy assists in recognising the basic behavioural patterns, it is a simplified understanding of the culture and fails to provide a more in-depth explanation of the underlying assumptions that guide employee behaviour. It is therefore not as effective as the one proposed by Schein in explaining why the culture practiced by Toyota is similar in various contexts around the world.
[bookmark: _Toc232961693]2.4 Determining Toyota's Prevailing Culture
Critical assessment of the evidence indicates that the current culture of Toyota can be characterized as lean, continuous improvement and learning culture. The lean principles can be observed in terms of waste minimization, efficiency, and quality management. Kaizen strengthens the principle of continuous improvement by promoting the involvement of employees at every level of the organisation in the process of its development. Moreover, Toyota also exhibits the traits of a learning culture, as it encourages sharing of knowledge, empowerment of employees and continuous development of capabilities (Bortolotti et al. ,2022).
Though both Schein and Handy have valuable points to make, the model of Schein gives a more detailed description of the culture in Toyota since it focuses on the assumptions that underpin the preservation of the culture in the long run. Altogether, the culture of Toyota can be characterised as a learning-based lean culture, that is based on the principles of continuous improvement, people respect and long-term strategy, which together enable the company to achieve competitiveness in the global market and organisational performance.
[bookmark: _Toc232961694]3. Influence of Organisational Culture on Toyota's Structure and Decision-Making
[bookmark: _Toc232961695]3.1 Toyota's Organisational Structure
Toyota is a company with a global organisational structure, which incorporates regional divisions along with decentralised decision making. Although the strategic direction is set at the corporate level, the business units operating at regional levels are granted a lot of autonomy in responding to local market conditions. This design is an indication of Toyota striving to achieve a balance between global standardisation and local responsiveness (Toyota, 2025). After facing issues related to speedy international growth and product recalls, Toyota enhanced regional control to enhance responsiveness and accountability, which is an illustration of the impact of organisational learning on the structural design.
[bookmark: _Toc232961696]3.2 Impact of Culture on Organisational Structure
The organisational structure is highly shaped by the cultural values of continuous improvement and respect of people which guide Toyota. The focus on teamwork promotes cooperation between departments and across different hierarchies and allows employees to engage in problem-solving processes. This underpins the decentralised approach of Toyota operations where the frontline workers have the authority to detect inefficiencies and suggest ways of improving them (Liker, 2021).
The Toyota Production System also enhances standardisation, which is promoted by culture. Uniform working processes offer uniformity in international operations and assist in quality management and efficiency. Netland and Powell (2024) emphasize that standardisation in lean organisations produces a basis of continuous improvement by setting up explicit performance anticipations. Accordingly, the organisational structure of Toyota can be described as a blend of control and employee empowerment, and this depicts how organisational culture can be translated to organisational practice.
[bookmark: _Toc232961697]3.3 Impact of Culture on Decision-Making Processes
The cultural practices that influence the decision-making processes of Toyota are based on cultural practices that focus on participation, learning and long-term thinking. A major one is nemawashi, which is a consensus-making strategy where the stakeholders deliberate on proposals without formal decision making. The process promotes sharing of information and minimises resistance to change since support is garnered at organisational levels.
On the same note, the Kaizen philosophy that Toyota adheres to encourages the employees to participate in the decision-making process continuously. Instead of depending on top management only, employees are being urged to give improvement ideas and to engage in problem-solving exercises. This strategy has been applied in the hybrid vehicle strategy of Toyota, where long-term investment choices were based on a company preference of incremental, evidence-based innovation, as opposed to short-term market responses (Edmondson and Lei ,2014).
The culture of Toyota can also be seen in the way it was reacting to the disruption of the supply chain. According to a study conducted by Fujimoto (2023), Toyota focus on learning, supplier partnership, and long-term relationships strengthened organisational resiliency in the global supply shortages.
[bookmark: _Toc232961698]3.4 Critical Evaluation
The culture of Toyota has helped it to achieve high organisational performance through employee involvement, sharing of knowledge and problem-solving. Decision-making by consensus allows the consideration of different views, which can lead to more informed and sustainable decisions. Bundy et al. (2023) state that organisations, which make their decisions based on the input of their stakeholders, tend to be more resilient and able to maintain their performance in the long term. But the focus on consensus that Toyota has might also pose constraints. Vuori and Huy (2022) claim that strategic responses in fast-changing environments can be slowed down because of the widespread consultation. Moreover, the tendency to agree might suppress the dissenting views and restrict radical innovation. Thus, the culture of Toyota is conducive to the quality and stability, but the importance of consensus versus being more agile is a significant challenge.
[bookmark: _Toc232961699]4. How Toyota Uses Culture to Adapt to External Environmental Influences
[bookmark: _Toc232961700]4.1 External Environmental Factors Affecting Toyota
Toyota has a multifaceted external environment, which is determined by political, economic, social, technological, legal, and environmental factors. On the political side, governments are boosting the use of low-emission vehicles by regulating and providing incentives. The automotive industry is still affected by inflation and disruption of the supply chain and variable consumer demand. Social reasons, such as shifting consumer demands to greener mobility, have put more pressure on cleaner transportation solutions. The sector is being transformed by technological advancements in the areas of electrification, artificial intelligence, and digital manufacturing. Vehicle safety and carbon emission concerns continue to increase globally, with environmental concerns about climate change further increasing corporate sustainability demands (IEA, 2024).
[bookmark: _Toc232961701]4.2 Cultural Adaptation Strategies
The organisational culture of Toyota is at the centre of responding to such external pressures. Its long-term orientation has affected the electrification strategy of the company, that is, a combination of hybrid, battery electric, and hydrogen technologies, as opposed to using one solution. This is indicative of a culture that is more focused on evidence-based decision-making and risk management than on those of the short-term market trends (Toyota, 2025).
Sustainability initiatives are also supported by the desire of the company to constantly improve. Toyota has set its goals of carbon neutrality and has also spent much money to curb the emission levels in manufacturing as well as the supply chains. The Toyota Sustainability Report (2025) states that these initiatives are part of wider organisational objectives and are not separate environmental programmes.
Moreover, the culture of respect toward people in Toyota helps to foster diversity in the workforce and international collaboration. The different areas of operation force the organisation to assimilate various views and at the same time hold firm cultural values. Digital transformation projects are also indicative of the Toyota culture of learning, as the company has invested in smart manufacturing, data analytics, and connected vehicle technologies that are aimed at enhancing efficiency and innovation (McKinsey, 2024).
[bookmark: _Toc232961702]4.3 Critical Analysis
The culture in Toyota has helped the organisation to be resilient in the sense that it encourages life-long learning, teamwork and sustained strategic thinking. In the recent supply chain disruptions, good relationships with the suppliers and emphasis on operational learning improved the capacity of the company to sustain the level of production relative to many competitors (Deloitte, 2024).
Cultural strengths can be a source of limitation, however. Toyota has been criticised as being too cautious and consensus-focused in the past, which has slowed its transformation to fully electric vehicles compared to their more aggressive rivals. Long-term thinking minimizes strategic risk but can also decrease responsiveness in markets that are evolving quickly. Thus, the culture of Toyota is mostly an adaptability and resilience enabler, yet the balance between stability and higher strategic agility will be necessary to stay competitive.
[bookmark: _Toc232961703]5. Is Toyota's Organisational Culture a Barrier or an Enabler?
[bookmark: _Toc232961704]5.1 Culture as an Enabler
The organisational culture of Toyota has played a great role in its long-term success and competitive edge. Its dedication to constant improvement (Kaizen) and its desire to have employees on all ranks to spot inefficiencies and play a part in organisational development is a key strength. This culture encourages involvement of employees by assigning them with responsibility to solve problems and improve quality which helps them to feel ownership and commitment.
The Toyota Production System, with its focus on efficiency, minimizing waste and quality control also helps Toyota to promote its operational excellence. Toyota, in its Integrated Report (2025) asserts that continuous improvement has been one of the core pillars in ensuring high performance in its entire global operations. In addition, the learning-oriented culture in the company promotes innovation by fostering continuous knowledge sharing and building of capabilities. According to research published in the Academy of Management Review, organisations that have strong learning cultures are in a better position to maintain long-term performance and adaptability in a dynamic environment (Argote and Miron-Spektor, 2011).
[bookmark: _Toc232961705]5.2 Culture as a Barrier
Despite these advantages, there are some cultural attributes that can limit organisational performance. The culture of consensus-building and risk reduction at Toyota may make the firm less responsive in cases where quick strategic actions need to be taken. As much as consensus can enhance quality of decisions, it can also slack organisational responses to technological disruption and market change.
Historically conservative nature of the company towards full battery electric vehicles has had its share of criticism among industry analysts who claim that Toyota lagged other industry participants in adopting large scale electrification. This is indicative of a greater trend towards incremental, as opposed to radical, innovation. There is also the possibility of having highly structured processes that are intended to ensure quality and consistency that result in bureaucratic tendencies which restrict the flexibility of organisations. Research conducted in the Journal of Organizational Change Management has revealed that when a good culture is formed, it might turn out to be an obstacle when current routines discourage experimentation and fast adjustment (Burnes and Jackson, 2011).
[bookmark: _Toc232961706]5.3 Critical Judgement
In general, the organisational culture of Toyota plays a more of an enabling role than a hindering one. The advantages that relate to employee engagement, operational excellence, organisation learning and continuous improvement have continued to underpin good organisational performance. Nonetheless, there are issues associated with strategic agility and speed of innovation in connection with these advantages. Thus, although the culture of Toyota is a strategic asset, to stay competitive in the ever-disruptive world of automobile companies, the balance between cultural stability and responsiveness to new technological and market developments will be necessary.
[bookmark: _Toc232961707]6. Impact of Culture on Performance and Recommendations
[bookmark: _Toc232961708]6.1 Impact of Culture on Organisational Performance
The organisational culture of Toyota has helped the organisation in the performance on various dimensions. On the financial front, the emphasis on continuous improvement and quality management in the company has helped it to operate profitably in the long run and remain competitive across the world (Toyota, 2025). In its operation, the Toyota Production System is more efficient, waste minimizing and of high quality. The culture also impacts positively on the employee performance as they participate, learn and solve problems leading to greater engagement and commitment. Moreover, the learning-based culture in Toyota contributes to the innovation of the company with the help of constant knowledge exchange and the improvement of the product in small amounts. The consensus-focused approach to risk mitigation can, however, at times be counterproductive to technological change, which can be disruptive.
[bookmark: _Toc232961709]6.2 Theory-Informed Recommendations
Recommendation 1: Strengthen Digital Transformation Culture
One of the main issues is how to make sure that the traditional strengths of Toyota can be retained in a more digitalized industry. Based on the Learning Organisation Theory proposed by Senge (2006), Toyota would benefit by increasing digital learning programmes and promoting capabilities in artificial intelligence, data analytics and smart manufacturing among employees. McKinsey (2024) states that organisations that have good digital learning cultures have greater degrees of innovation and are more efficient in their activities. This would enhance the competitiveness of Toyota in technology driven markets.
Recommendation 2: Increase Cross-Cultural Collaboration
Toyota being a global enterprise should be able to effectively deal with cultural diversity regionally. According to the Cultural Dimensions Theory by Hofstede, communication, decision making preferences and power distance differences may influence organisational performance. Toyota must increase international project teams and leadership exchange programmes to enhance collaboration and knowledge exchange in the international operations (Hofstede, Hofstede and Minkov, 2010). According to research published in the Journal of Business Research, cross-cultural collaboration leads to increased innovation and organisational adaptability (Stoermer et al., 2021).
Recommendation 3: Develop Agile Decision-Making Mechanisms
Even though consensus-based decision-making enhances the quality of decisions, it can decrease organisational agility. Based on the Organisational Agility Theory, Toyota ought to initiate quick decision-making mechanisms to address swiftly emerging strategic problems like electrification and new technologies. This would help in maintaining employee engagement and responsiveness to changes in the market. According to Gartner (2024), organisational agility is an important aspect affecting competitiveness in technology-intensive industries.
[bookmark: _Toc232961710]6.3 Expected Benefits
These suggestions would empower the ability to innovate, increase strategic responsiveness, increase global collaboration, and aid in digital transformation. Their combination would facilitate Toyota to sustain operational excellence and enhance adaptability, which would support long-term competitive advantage and organisational performance.
[bookmark: _Toc232961711]7. Conclusion
As evidenced in this report, organisational culture is a key element that has been shaping the structure of Toyota, its decision-making procedures, flexibility and overall performance. When analysed through the frameworks of Schein and Handy, Toyota was found to have a dominant culture of a learning-oriented lean culture that was typified by continuous improvement, respect to people, and long-term thinking. The results indicated that this culture facilitates operational excellence, employee engagement and organisational resilience, as well as it influences how one reacts to external environmental pressures. In as much as there are some cultural attributes, especially those that entail consensus-based decision-making that can be seen to inhibit strategic agility, the evidence indicates that the Toyota culture will act as an enabler more than a hindrance. The report suggested improving the ability to track digital transformation, augmenting cross-cultural cooperation, and creating more responsive decision-making processes to empower future performance. All these would contribute to the long-term competitiveness of Toyota within the fast-changing automotive industry.
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