Organisational Culture:
Toyota Motors Corporation

05/03/2026

NAME: ANA PAULA DI CUNTO
STUDENT ID: 2334818

MODULE: ORGANISATIONAL CULTURE
MODULE CODE: LCLM5005_LON
LECTURE: AMIR HOMAYOUNFARD

Ana Paula dc

Page 0]16



Contents

1.0 INtrOAUCTION .« ettt ettt et ettt ettt et e e e et e et e eaa e eae e eeaeeenaeenneanneennns 2
2.0 Organisational Culture's Role in Shaping Structure and Decision-Making at Toyota ....... 2
3.0 Analysis of Toyota's Culture Using Schein's Three-Level Model...........ccccccuviineennnnen.. 5
4.0 How Toyota Uses Its Culture to Adapt to the External Environment............c...cceeeueenne. 10
5.0 Organisational Culture as a Potential Barrier at TOYota.........ceeevuuiiiiiniiiiiiniiiiinieinnnens 11
6.0 Impact on Organisational Performance and Recommendations for Improvement.......... 13
7.0 CONCIUSION 1. ettt ettt et ettt et e et et e et e et e et e ea e et e enaeeenneenneeenneenasennnaens 14
REFEIENCES ..iviiiiiiii 15

Page 1|16



1.0 Introduction

Mullins and Christy (2016, p. 574) posit that organizational culture exerts a "pervasive"
influence over core corporate processes, including structural design, decision-making, and
employee motivation. To critically evaluate this assertion, this report examines the Toyota
Motor Corporation, a firm renowned for the endurance and distinctiveness of its corporate
identity. Since its origins as a small-scale manufacturer, Toyota’s evolution into a global
automotive powerhouse has been underpinned by the "Toyota Way," a philosophy that shapes
both its structural architecture and managerial logic. Utilizing Edgar Schein’s Three-Level
Model as an analytical lens, this study will deconstruct the layers of Toyota’s culture, from
visible artifacts and espoused values to the underlying assumptions that drive organizational
behaviour. By addressing both the competitive advantages and the potential dysfunctions of
this cultural model, this report concludes by assessing the necessity of cultural evolution in a

rapidly changing global market.

2.0 Organisational Culture's Role in Shaping Structure
and Decision-Making at Toyota

A critical analysis of Toyota reveals that organisational culture does not simply influence
structure and decision-making; it constitutes the fundamental architecture from which these
elements are derived and sustained. This is evidenced by the company's core cultural pillars—
Kaizen (continuous improvement), Genchi Genbutsu (go and see for yourself), and Respect for
People, which form a symbiotic and mutually reinforcing relationship with formal
organisational systems (Liker, 2004). In this context, culture provides the underlying logic and

values, while structure and systems provide the mechanisms for their operationalisation.
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Shaping Organisational Structure

Toyota's organisational structure embodies a notable paradox: it functions concurrently as a
traditional, rigid hierarchy and as a fluid, problem-solving network. The formal hierarchy
provides essential stability, establishes clear lines of authority, and facilitates the top-down
dissemination of the Toyota Way philosophy throughout the global organisation (Osono et all,
2008). However, it is the underlying organisational culture that transforms this seemingly
bureaucratic framework into a dynamic and responsive system. The principle of Genchi
Genbutsu (go and see for yourself) empowers employees at all levels to go directly to the source
of a problem, effectively bypassing formal reporting lines when necessary to gather accurate,
first-hand information. This creates what can be characterised as a "hierarchical-but-
permeable" structure, wherein formal authority is respected, yet information, ideas, and
improvement initiatives are expected to flow both vertically and horizontally across the
organisation (Dyer and Hatch, 2004). Furthermore, the Kaizen (continuous improvement)
culture mandates that improvement ideas originate from the shop floor and flow upward,
ensuring that those closest to the work have meaningful input into process improvements.
Consequently, the structure is designed not primarily for control, but to create the necessary
pathways through which cultural values such as continuous improvement and respect for

people can be operationalised effectively.
Shaping Decision-Making

Toyota's distinctive decision-making processes, formally known as Nemawashi (laying the
groundwork) and Ringi (documentary circulation for approval), are direct manifestations of its
underlying cultural values. Nemawashi, the informal process of building consensus through
extensive consultation prior to any formal meeting, reflects the cultural values of respect,
teamwork, and the importance of maintaining harmony while avoiding public conflict
(Takeuchi, Osono and Shimizu, 2008). This process ensures that when a decision is formally
proposed through the Ringi system, it has been thoroughly vetted, discussed, and socialised
across all affected parties. This approach stands in stark contrast to the top-down, autocratic
decision-making models prevalent in many Western organisations. While the process is
deliberately slow and methodical, it aims to produce high-quality, fully supported decisions
that can be implemented smoothly without resistance or misunderstanding. Furthermore, the
principle of Genchi Genbutsu ensures that all decisions are grounded in empirical data gathered

from the gemba (the real place where work occurs), rather than being based on abstract
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discussions or theoretical assumptions in boardrooms (Spear and Bowen, 1999). Therefore,
culture fundamentally shapes decision-making at Toyota to be consensus-based, data-driven,
and deliberately methodical, consistently prioritising long-term robustness and quality over

short-term speed or convenience.

Toyoda
Principles

Partnerships

Software  Hardware

Value

The Toyota Way

Mission

Pre Oducing Happiness fo° N

Vision

Creating Mobility for A

(Toyota,2024)
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3.0 Analysis of Toyota's Culture Using Schein's Three-
Level Model

Edgar Schein's Three-Level Model of Organisational Culture provides an exceptionally
powerful and comprehensive analytical lens for understanding the depth, complexity, and
operational influence of culture within Toyota (Schein, 2010). Schein argues that organisational
culture exists at three distinct but interconnected levels, ranging from the visible and tangible
to the invisible and unconscious. Applying this framework to Toyota reveals how surface-level

practices are rooted in deeper, often unspoken, beliefs and assumptions.

3.1 Level 1: Artifacts — The Visible Elements of Toyota's Culture

According to Schein (2010), artifacts represent the most visible, surface-level manifestations
of organizational culture, the phenomena an observer can see, hear, and feel. While these
elements are immediately apparent, their deeper cultural significance often requires contextual

analysis. At Toyota, these artifacts are pervasive and serve as the physical embodiment of the

"Toyota Way" (Liker, 2004).
Physical Environment and Visual Management

Toyota’s manufacturing facilities are characterized by extreme order and meticulous

organization. Key artifacts in this category include:

o Visual Control Systems (Mieruka): Ubiquitous displays of production targets, quality

metrics, and safety data designed for "at-a-glance" comprehension.

e The Andon Cord: A physical rope or button that empowers any worker to halt the
entire assembly line upon detecting a quality defect. This artifact serves as a powerful

symbol of the cultural priority of quality over volume.

e 58S Methodology: The visible cleanliness and "place for everything" logic of the shop

floor.
Collaborative Spaces and Communication Tools

The physical layout of Toyota’s workspace is designed to facilitate specific cultural

behaviors:
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e The Obeya (Big Room): A dedicated project space where cross-functional teams
collaborate. The walls, covered in charts and real-time data, act as a "living" artifact of

transparency and collective problem-solving.

e Open-Plan Offices: The lack of physical barriers between management and staff

promotes accessibility and minimizes hierarchical distance.

e Kaizen Suggestion Boards: Physical boards displaying employee ideas and their
implementation status, signaling that continuous improvement is a tangible, daily

expectation.
e Observable Rituals and Behaviours
The culture is further manifested through structured human interactions:

e Morning Meetings (Chorei): Standardized team huddles and group exercises that

reinforce collective orientation.

o Standardized Work: The synchronized, disciplined movements of team members on

the line, which function as a behavioral artifact of operational excellence.

e Cultural Heritage: In Japanese contexts, artifacts such as the company song serve as

a bridge to the organization’s historical and collectivist roots.

While artifacts such as the Andon cord or Obeya are physical objects, they are not merely
"tools." They are the sensory evidence of an underlying philosophy that values

transparency, employee empowerment, and relentless improvement.

3.2 Level 2: Espoused Values — The Stated Beliefs and Principles

According to Schein (2010), Espoused Values comprise the articulated strategies, goals, and
philosophies that an organization publicly claims as its guiding principles. These values serve
as the rationalization for the visible artifacts and provide the "why" behind operational

behaviours.

Page 6|16



The Toyota Way 2001

Toyota has codified its value system into a global standard known as "The Toyota Way 2001."
This framework is anchored by two foundational pillars, each supported by specific

behavioural sub-values:

Challenge, Encourages a creative spirit,
Continuous
Kaizen, Genchi incremental innovation, and fact-based
Improvement
Genbutsu decision-making at the source.
Prioritizes mutual understanding,
Respect for Respect, )
personal growth, and collective
People Teamwork o
responsibility for development.

(Toyota Motor Corporation, 2021).

The company invests substantial resources in ensuring that every employee, regardless of their
geographical location or role, understands these values and their practical implications. These
espoused values provide a coherent framework for decision-making and behaviour, and they
serve as a unifying force across the company's diverse global workforce. However, as Schein's
model suggests, truly understanding a culture requires moving beyond these stated values to
examine whether they are consistently reflected in actual behaviour and whether they align

with deeper, unconscious assumptions.
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3.3 Level 3: Basic Underlying Assumptions — The Unconscious Drivers of
Behavior

At the core of Edgar Schein’s model are basic underlying assumptions. These represent the

most profound level of culture: the unconscious, taken-for-granted beliefs and perceptions
that have become so embedded over time that they are no longer questioned (Schein, 2010).
Within Toyota, these assumptions act as the "cultural DNA" that dictates how employees

perceive, think, and feel about their work environment.

Several foundational assumptions have sustained Toyota’s success over decades:

The Assumption of Imperfection: There is a deep-seated belief that "no process is
ever perfect." This eliminates complacency, as employees at every level operate under
the premise that improvement is always possible, fueling the Kaizen philosophy.
Problems as Catalysts for Growth: Rather than viewing errors as failures to be
penalized, Toyota assumes that "problems are opportunities." This creates a high
level of psychological safety, allowing the Andon cord system to function effectively;
stopping the production line is seen as a responsible act of quality control rather than a
disruptive failure (Spear and Bowen, 1999).

The Primacy of Direct Observation: Toyota culture assumes that true understanding
can only be found at the Gemba (the actual place where work happens). This belief de-
prioritizes abstract reports in favor of first-hand experience, mandating that managers
spend significant time on the shop floor.

Purpose Beyond Profit: There is a fundamental assumption that the organization’s
long-term value to society and customers transcends short-term financial metrics. This
"long view" justifies sacrificing immediate gains for sustainable, high-quality
outcomes.

Collective Harmony: Rooted in Japanese heritage, the assumption that "the group
takes precedence over the individual" drives behaviors such as Nemawashi
(consensus-building) and team-based problem-solving, where individual ego is

subordinated to the collective goal.
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3.4 The Interrelationship Between the Three Levels

The efficacy of Schein’s framework lies in the alignment and reinforcement between its
three levels. At Toyota, these levels do not exist in isolation; they form a coherent loop that

ensures organizational authenticity.

Problems are Kaizen (Continuous |[The Andon Cord is used to
opportunities for Improvement) stop the line.
growth.

Real knowledge comes Genchi Genbutsu |[Managers' desks are located|

from direct observation. (Go and See) on the Gemba (shop floor).
The group s more Teamwork & |[[Nemawashi (Consensus-
important  than  the Respect based decision-making).

individual.

The efficacy of the Toyota Production System (TPS) is not found in its individual components,
but in the seamless vertical alignment between Schein’s three levels of culture. When artifacts,
values, and assumptions are synchronized, organizational practices transition from superficial

gestures to authentic expressions of institutional identity (Schein, 2010).
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4.0 How Toyota Uses Its Culture to Adapt to the
External Environment

Toyota actively and strategically leverages its cultural strengths to navigate and adapt to
significant external environmental pressures and changes, including technological disruption,

shifting consumer preferences, sustainability demands, and global market dynamics.
1. Adapting to Technological Disruption: The EV Transition

The global automotive industry is currently experiencing a fundamental shift toward electric
vehicles (EVs). This transition presented a significant strategic challenge to Toyota, a firm that
had previously established market dominance through its hybrid technology, most notably the
Prius. To manage this disruption, Toyota has deployed its "cultural toolkit" as a strategic asset.
The company has initiated aggressive Kaizen (continuous improvement) programs aimed at
optimizing battery efficiency and reducing production costs. By applying the principle of
Genchi Genbutsu—performing deep-level observations at the source of production—Toyota
identifies and eliminates systemic inefficiencies in EV manufacturing (Zhang and Huang,
2020). Consequently, the cultural assumption that challenges are catalysts for improvement
allows Toyota to frame the EV transition as a complex problem to be solved through

disciplined, data-driven effort rather than a threat to its legacy.
2.Responding to Environmental and Sustainability Pressures

The cultural principle of "Respect for People" is interpreted broadly at Toyota to encompass
respect for society and the natural environment. This value, rooted in the underlying
assumption of long-term organisational purpose, drives substantial investment in research and
development for hydrogen fuel cell technology, sustainable materials, and carbon-neutral
manufacturing processes. This is not merely public relations; it reflects a genuine cultural
commitment to environmental responsibility that shapes strategic priorities and resource

allocation over extended time horizons (Trompenaars and Hampden-Turner, 2012).

3. Managing Global Workforce Diversity

Managing a diverse and globally dispersed workforce is a primary challenge for
modern multinational corporations (Mullins and Christy, 2016). Toyota mitigates this

by utilizing the "Toyota Way" as a universal cultural framework that aligns
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employees across various national borders. While the core tenets of the organization

remain non-negotiable, their practical application is adapted to fit local cultural

norms. For example, the practice of Nemawashi (consensus building) in the United

States may occur through informal emails or casual dialogue, whereas in Japan, it

remains a formal, ritualized process. This strategy creates a shared "Toyota-ism" that

integrates diverse workforces into a coherent culture while allowing for necessary
local adaptation (Hofstede, Minkov and Hofstede, 2010)

Comparison of Toyota’s Cultural Tools

Cultural Tool Definition Strategic Application
Continuous o _ .
Kaizen Optimizing EV battery life and production costs.
Improvement
Genchi Solving manufacturing bottlenecks on the factory
Go and See
Genbutsu floor.
o Ensuring global alignment before implementing
Nemawashi Consensus Building _ _
major shifts.
Respect for . ' o
I Societal Stewardship |[Driving the transition toward carbon neutrality.
eople

5.0 Organisational Culture as a Potential Barrier at

Toyota

Despite its numerous strengths and contributions to success, Toyota's deeply embedded culture

can, under certain circumstances, function as a barrier to effective organisational functioning.

A critical analysis reveals several potential dysfunctional aspects.

5.1 Innovation Versus Incrementalism

The profound cultural commitment to Kaizen, or continuous incremental improvement, may

inadvertently stifle radical, disruptive innovation. Breakthrough ideas often lack the extensive
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historical data required by Toyota's analytical, evidence-based decision-making culture.
Furthermore, such ideas may fail to survive the Nemawashi consensus process, which

inherently favours proposals with proven track records and broad internal support.

The underlying assumption that progress should be gradual and data-driven can create an
organisational "blind spot" regarding opportunities that require bold, intuitive leaps (Osono,
Shimizu and Takeuchi, 2008). This cultural rigidity arguably explains why Toyota, despite its
early leadership in hybrid technology, was comparatively cautious in committing to fully
electric vehicles (EVs), allowing more agile competitors to capture significant market share in

this rapidly growing segment.
5.2 Decision-Making Speed in Fast-Moving Markets

In the contemporary automotive industry, characterised by rapid technological shifts and
intense competition from new entrants such as Tesla, Toyota’s deliberately slow, consensus-
driven decision-making process can become a competitive liability. While Nemawashi ensures
high-quality, well-supported decisions, the process can take weeks or months to conclude.
During this period, market conditions may shift, or competitors may act. Organisations with
more centralised or power-oriented cultures can pivot much faster, potentially capturing
emerging opportunities before Toyota completes its deliberative cycles (Takeuchi, Osono and

Shimizu, n.d.)
5.3 Global Implementation and Cultural Dissonance

Imposing a deeply Japanese cultural framework—characterised by collectivism and high
uncertainty avoidance—on employees in individualistic, low power-distance countries such as
the United Kingdom or the United States can create significant friction. As Hofstede, Hofstede
and Minkov (2010) suggest, employees in these contexts may perceive Nemawashi as

inefficient or overly political rather than a constructive consensus-building tool.

Furthermore, Western employees may find indirect communication styles frustrating and may
resist the expectation that individual initiative should be subordinated to group harmony. This

cultural dissonance can lead to:
e Reduced productivity and employee disengagement.

e Increased friction in cross-border collaborations.
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o Challenges in retaining talented local staff who do not fully subscribe to the "Toyota

Way."

5.4 Groupthink and the Suppression of Dissent

The intense emphasis on group harmony (collectivism) within Toyota’s culture can
paradoxically suppress necessary dissenting voices. Despite formal mechanisms like the
Andon cord—designed to stop production when problems arise—a junior engineer may
hesitate to challenge an established consensus or contradict a senior manager to avoid public
conflict. This phenomenon, known as groupthink, can lead to premature consensus and the
overlooking of critical alternative perspectives, resulting in flawed strategic decisions and

missed innovative opportunities (Janis, 1982, cited in Mullins and Christy, 2016).

6.0 Impact on Organisational Performance and
Recommendations for Improvement

6.1 Impact on Organisational Performance

Toyota’s organisational culture is widely regarded as its primary source of competitive
advantage. The integration of its core values into daily operations has yielded several high-

level performance outcomes:

e Operational Excellence: The culture has facilitated unmatched manufacturing quality
and productivity through the Just-in-Time (JIT) production system. Toyota
consistently ranks at the pinnacle of global automotive reliability and efficiency (Liker,

2004).

o Employee Engagement and Development: The "Toyota Way" fosters high levels of
loyalty and low turnover. By empowering employees at all levels to contribute to
Kaizen initiatives, the firm maintains a continuous stream of incremental

improvements (Mullins and Christy, 2016).

e Organisational Resilience: A long-term, methodical approach to risk has enabled

Toyota to weather significant external shocks, such as the 2008 financial crisis, the 2011
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Tohoku earthquake, and recent global supply chain disruptions more effectively than

many of its more reactive competitors.

e Brand Reputation and Customer Trust: A relentless focus on quality has built a
global reputation for durability. This translates into sustained market share and high

customer retention rates (Zhang and Huang, 2020).

Despite these strengths, the culture has occasionally resulted in delayed entry into emerging
segments, such as the battery electric vehicle (BEV) market, and friction in international

operations where Japanese cultural frameworks may feel alien to local workforces.

7.0 Conclusion

The assertion by Mullins and Christy (2016) regarding the pervasive and significant impact of
organisational culture on corporate processes is powerfully validated by the case of Toyota
Motor Corporation. Applying Schein's (2010) three-level model reveals that Toyota's unique
cultural foundation comprising visible artefacts, espoused values, and deeply embedded
underlying assumptions, (has fundamentally shaped its hierarchical yet permeable structure
and its consensus-driven, data-based decision-making processes. This culture, rooted in the
principles of Kaizen, Genchi Genbutsu, and Respect for People, has served as the bedrock
of Toyota's legendary operational performance, employee engagement, and organisational
resilience over many decades (Liker, 2004).However, a critical analysis also reveals that the
very cultural traits that drove Toyota’s historical success, intense consensus-seeking, a
commitment to incrementalism, high uncertainty avoidance, and collectivism can, under
certain conditions, become barriers to agility, breakthrough innovation, and effective global
integration. As the external environment becomes increasingly volatile and technologically
disruptive, Toyota’s future success will depend not on abandoning its core culture, but on

intelligently applying the Kaizen principle to the culture itself.

By evolving its processes to foster strategic entrepreneurship, implementing differentiated
decision-making speeds, embracing genuine global cultural hybridisation, and formalising
mechanisms for constructive dissent, Toyota can preserve its unparalleled operational strengths
while cultivating the agility required to thrive in an uncertain future. In doing so, the firm will
demonstrate that a truly robust organisational culture is not a static or rigid entity, but a living,
adaptive system capable of continuous evolution to meet new global challenges (Hofstede,
Hofstede and Minkov, 2010; (Osono, Shimizu and Takeuchi, 2008).
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