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[bookmark: _Toc237206443]Executive Summary

The organisational culture of Toyota Motor Corporation is critically examined in this report in relation to Mullins and Christy's (2016) view on culture as “how things are done around here” which influences decision-making, structure, motivation and control in an organisation. The report uses Schein's (2010) model of organisational culture to determine that the Toyota Way is the culture that dominates the organisation which is focused on continuous improvement and long-term thinking. It examines the impact of this culture on decision making and structure, how it has helped the company to adapt when it has faced external crisis and whether it is a barrier or enabler to effective functioning. The report also finds that Toyota's culture has, on balance, proven to be a good enabler of performance, but has also been involved in certain failures, most prominently the recall crisis of 2009-2011. Suggestions are made as to what Toyota can do to reinforce the weaker elements of their culture whilst retaining the stronger elements which have been a success.

[bookmark: _Toc237206444]1. Introduction

Organisational culture is sometimes defined as the values, beliefs and assumptions that guide the actions and decisions of the members of an organisation (Schein, 2010). This aligns with a recent systematic review of more than fifty studies on organisational culture, which suggests that culture is critical to the way things unfold in the workplace and that a lot of organisational dysfunction is actually due to an organisational identity crisis (Bogale and Debela, 2024). Mullins and Christy (2016, p.574) state that culture impacts nearly every aspect of organisational life, such as structure, decision-making, group behaviour, motivation, job satisfaction, and management control, and that this impact intensifies when organisations go global and face increased diversity of their workforce and markets. An especially telling test case for this argument is Toyota Motor Corporation. 

Toyota is one of the world's top automakers and has developed a famous internal culture, known as the Toyota Way, that is said to be responsible for its decades of success in efficiency and quality (Liker, 2004). Schein's (2010) model will be used to determine which culture dominates at Toyota, and based on that, the report will analyse how decision-making, adapting to change, and the overall impact of culture on performance is at Toyota, and will propose recommendations for improvement.
[bookmark: _Toc237206445]2. Culture, Structure, and Decision-Making at Toyota

It is not just about how people feel when they are at work, a strong organisational culture affects the mechanisms for decision making, as Mullins and Christy (2016) suggest. At Toyota, this linkage is reflected in the relationship between its philosophy of continuous improvement (kaizen) and its highly flattened team-based organization on the shop floor (Liker, 2004). Kaizen is the concept of continuous improvement of processes based on the input from the people who perform the process, not just the management. Recent studies around the world indicate that Kaizen does not only impact operational efficiency; a study of manufacturing professionals based on surveys revealed that Kaizen practices have a positive influence on environmental and governance performance, while their impact on social outcomes is contingent on the availability of supporting digital systems (Lizarelli et al., 2025). 
It shows that the participative, bottom-up approach that is the essence of Toyota's kaizen culture has organisational implications beyond the shop floor. This implies that a lot of decision-making is decentralised at the operational level. In the assembly line the workers are culturally encouraged, and formally empowered, to stop the line if they detect a defect, via the andon cord (Liker, 2004; Osono, Shimizu and Takeuchi, 2008). This is an obvious example of culture influencing structure since the value is "quality over speed", Toyota has chosen to have a structure that decentralizes authority to the level of production, instead of focusing it at the top.
But Toyota's culture also enables a more centralist, consensus-seeking way of decision-making at the higher strategic levels, through a process of consultation called nemawashi. This requires informal consensus building by relevant stakeholders prior to formal decision-making and can delay the first steps of the decision-making process, but can facilitate implementation as consensus has already been achieved (Osono, Shimizu and Takeuchi, 2008). 
This combination of decentralised authority on the shop floor and consensus-based decision-making at management level is an example of Mullins and Christy's (2016) argument that culture does not have a single, uniform impact on structure, but rather has multiple effects on various levels of the organisation. The “respect for people” principle of the Toyota culture (Liker, 2004) seems to be the root cause of both patterns: respect for the frontline worker's judgement will lead to decentralisation, and respect for the stakeholder's input will lead to a slower, more consultative approach of senior decision-making.
This same cultural thinking applies to Toyota's overseas factories where the company has always been making efforts to implant the Toyota Way, but not just export standardised procedures. This is noteworthy since Toyota expends considerable effort in training local managers and workers in the philosophy behind kaizen and andon usage, not merely their usage, since a replicated artefact without the accompanying assumption may fail once local supervisors are left to their own devices to interpret it, according to Liker (2004). This indicates that Toyota's culture is not so much a rulebook as it is a set of decision making logic that can be transported, which is the mechanism Mullins and Christy (2016) describe as being the connection between culture and structure in various contexts and across the globe.

[bookmark: _Toc237206446]3. Applying Schein's Model to Identify Toyota's Prevailing Culture

Organisational culture can be broken down into three levels, artefacts (the visible and tangible aspects of an organisation), espoused values (beliefs and standards that are explicitly identified by the organisation) and underlying assumptions (beliefs that are implicit and often unconscious, and that shape behaviour). This model seems to be appropriate for Toyota, since there is a documented disconnect between what the company does, what it claims to believe, and what it assumes in its actions that actually appear to guide behaviour.
Toyota's culture can be seen in artefacts like the andon cord system, standardised work instructions, visual management boards on the factory floor, and the physical layout of production lines to deliver just-in-time (Liker, 2004). Toyota's espoused values are represented in its formal communication of its culture: the Toyota Way, which is based on the two cornerstones of continuous improvement and respect for people (Toyota Motor Corporation, 2021). These are the values that the company makes public and trains its employees about.
At the deepest level, underlying assumptions, the evidence indicates that Toyota actually believes that problems are not failures, but are opportunities, and that long-term thinking is more important than short-term profit (Liker, 2004). This is the assumption that is the basis of practices such as andon cords being able to function at all rather than merely being a stated policy, because if the managers would punish workers for stopping the line, the artefact would exist but not the underlying assumption. One of the reasons that Toyota is often cited as having an unusually strong and coherent culture (Osono, Shimizu and Takeuchi, 2008), is because there is a consistency between what Toyota actually does, what it says, and what it assumes.
Toyota is most similar to a ‘task culture' (Handy 1993), where the culture of the organisation is focused on tasks, the tasks are defined as problems to be solved, and the focus is on knowledge and expertise rather than on formal hierarchy, especially within kaizen and problem-solving teams. The typology of Handy has also played a psychometrically sound role in recent studies, where a 2023 study translated and validated the Charles Handy Organizational Culture Questionnaire for public-sector employees, thereby affirming its construct validity and its applicability in a new context and its testability decades after it was first proposed (Javaheri, Amoei Dizaji and Shahani Shalamani, 2023). 
 But vestiges of role culture exist in Toyota's larger corporate structure, as well, owing to the size of the organisation and the standardisation of many of its processes. Recent use of Handy's typology supports this type of mixed profile: a study on designing a remuneration strategy for a small digital-market company, using Handy's typology, found Person Culture to be dominant, but also Task Culture was highly represented, indicating that organisations are not easily classified in a single cultural type (Morais, Abdala and Rebelatto, 2021). 
Overall, the findings indicate that the culture of Toyota is a strong values-based culture that is focused on continuous improvement and long-term orientation; and that task-culture characteristics prevail at the operational level.
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Culture is increasingly important as organisations face globalisation and constantly changing and uncertain environments, according to Mullins and Christy (2016). How well the culture held up in the face of the recall debacle of 2009-2011 will be a real test for Toyota. In this time, Toyota had to recall millions of cars around the world because of unintended acceleration issues and was criticized, even by the United States Congress, for being slow and defensive in its initial response (Liker and Ogden, 2011).
Instead, Camuffo and Wilhelm's (2016) retrospective analysis suggests that the crisis was not just a quality control issue but rather a ‘misfit' between the elements of the Toyota Way: standardised work, employee skill development, decentralised decision-making and supplier collaboration, which Toyota had accelerated its international expansion between 2000 and 2007, opening eighteen new plants and becoming the world's largest carmaker. This is not an outside force that culture could not deal with, it is a result of deliberate choices to grow, strategically. Here is a combined ~500 word section for Toyota (as a PESTEL focused companion to Section 4, extending the discussion of how Toyota's culture interacts with the outside world).
Leveraging Culture to Adapt to External Environmental Influences
Toyota's culture is not a collection of internal practices, but rather a mechanism that is active in absorbing external volatility. As the world is grappling with supply chain disruption, the transition to electrification and the growing competition from around the globe, Toyota has consistently embraced its fundamental belief that challenges are opportunities for long-term learning, not threats to be dealt with defensively. This was seen in its reaction to the recall crisis of 2009-2011, when the company reverted to the basics of the Toyota Way rather than abandoning them, and during the 2021 semiconductor shortage, when the company continued to operate on the Toyota Way, which included long-term supplier relationships based on the principle of "respect for people," enabling more continuous production than many competitors managed. In both instances, the culture that was developed to support operational stability was stretched to the strategic level to deal with shocks, but with some limits when growth or disruption outpaced the culture's ability to manage.
PESTEL Analysis of Toyota's External Environment
A PESTEL framework helps contextualize the pressures Toyota's culture must respond to.
Political: Toyota is subject to various regulatory environments, including trade tariffs, emission standards, and government incentives for EVs. Manufacturing and sourcing decisions are directly impacted by geopolitical tensions, especially with regard to semiconductor supply chains and US-China trade relations. 
Economic: Toyota's cost base and pricing are affected by currency fluctuations (especially the volatility of the yen), the cost of raw materials and global economic cycles. Consumer demand for vehicles, especially higher margin vehicles, is also impacted by economic uncertainty in key markets. 
Social: Consumer attitudes are changing in the direction of sustainability, connectivity and shared mobility, especially among younger consumers. The new expectations of the workforce regarding flexibility and engagement also put strain on Toyota's consensus-oriented, hierarchical management system.
Technological: The fast growth of electric vehicles, autonomous driving technology and connected-car software is changing the competitive landscape. Toyota's relatively conservative stance on full EV adoption, opting for hybrid technology, is a testament to the Japanese brand's cultural preference for tested and incremental change rather than disruptive change.
Environmental: Long-term pressures include global decarbonisation targets and more stringent emissions limits. Toyota's gradual EV rollout and ongoing hybrid and hydrogen development are indicative of the company's strategy to reconcile its culture of incremental innovation with environmental requirements, but critics have pointed out that this has hindered the company's EV transition compared to its rivals.
Legal: Toyota's operations are greatly influenced by product liability law, safety regulation and labour law. The recall crisis underscored the legal and reputational liabilities of any perceived disconnect between what Toyota thought was quality and what regulators thought was quality, especially in the U.S. market.
All these factors indicate that Toyota's hybrid culture, task-oriented and empowering at the operational level, consensus-driven at the strategic level, offers genuine adaptive capacity, but also limits the speed of the organisation's response to rapid changes in the external environment, like the EV transition. The PESTEL pressures further support the overall argument advanced in Section 4: culture is not an add-on to strategic adaptation, but the means by which external volatility is absorbed and translated into organisational response.

[bookmark: _Toc237206448]5. Barrier or Enabler: A Critical Assessment

The answer to the question of whether Toyota's culture is a barrier or an enabler depends on which facet of the organisation is under consideration, and there are arguments on both sides.
Toyota's culture is said to be an enabler and the reason why the company has been renowned for its quality, efficiency and reliability over the years. The Toyota Production System has been studied and emulated by manufacturers in a multitude of industries, and has been one of the most influential management systems of the twentieth century, being a direct product of Toyota's cultural values of continuous improvement and waste elimination (Liker, 2004).
 The culture also seems to be conducive to high levels of operational employee engagement, with employees having a clear say in the quality of their work, and not being treated as passive employees or labour (Osono, Shimizu and Takeuchi, 2008). This is very similar to the argument of Mullins and Christy (2016) that culture can directly impact on motivation and job satisfaction.
The recall crisis mentioned above indicates that Toyota's culture of slow moving, consensus-driven decision making, which is effective in stable times, is a disadvantage in times of crises when quick and transparent communication is required (Liker and Ogden, 2011). The same nemawashi process that can help to create strong internal consensus can also slow down external responses in a crisis, as consensus-building takes time and a fast-moving crisis doesn't. Another danger is that a very powerful, self-reinforcing culture, such as Toyota's, can lead to an overconfidence that the internal processes are working properly, and it becomes more difficult for the organisation to realise that something is really going wrong, rather than merely a normal problem to be solved incrementally.
Overall, the evidence indicates that Toyota's culture is more likely to be an enabler than a barrier, especially at the operational and production level and that it does have a specific vulnerability at the strategic level and at the level of crisis response. This reinforces Mullins and Christy's (2016) larger argument that culture is not necessarily good or bad, but rather the impact of culture is dependent upon the match between the culture and the requirements of a particular situation.
[bookmark: _Toc237206449]6. Impact on Performance and Recommendations

The culture of Toyota has been a factor that can be measured in the behavior of the organisation over several decades. The Toyota Production System has been linked to a considerable decrease in waste, defects and production time compared to previous mass production systems, and has contributed to Toyota becoming one of the largest and most profitable automobile manufacturers in the world (Liker, 2004). 
This is also aligned with longitudinal evidence from other parts of the automotive industry: a 6-year cross-lagged study of 95 car dealerships in the United States showed that there was a consistent relationship from culture to later customer satisfaction and sales, and not the reverse, with no evidence of a feedback loop from performance to culture (Boyce et al., 2015). This gives credibility to the notion that Toyota's culture is more than just a spin-off of its commercial success, but rather a contributing factor.
The focus on respect for people has also been correlated with relatively high employee retention and engagement among Toyota's manufacturing employees (Osono, Shimizu and Takeuchi, 2008). 
Such a correlation between culture and metrics also appears in kaizen suggestion schemes in which Toyota cars employees submit thousands of process improvements each year, a significant proportion of which are adopted instead of rejected (Osono, Shimizu and Takeuchi, 2008). The number of suggestions that were adopted reveals that the stated motivation of continuous improvement is more than symbolic; it is an underlying belief. This has direct impact on the performance, as incremental improvements generated over decades have been attributed as being the main factor responsible for Toyota's cost and quality edge, and culture is thus not passively determined by performance, but a determinant of it.
The results of the mixed methods study across industries in Kosovo, where cultures prioritizing employee well-being, career development, and transparency were linked to significantly higher retention rates (Sylejmani and Mesko, 2024), provide independent support for the idea that Toyota's cultures prioritising employees plausibly contribute to the company's workforce stability. The recall crisis, however, illustrated a tangible loss in reputation and consumer confidence when the culture's slower decision-making process was in conflict with the requirement for quick external communication (Liker and Ogden, 2011).
The following recommendations are based on the analysis. First, Toyota should keep making more effort to differentiate the consensus-based decision-making culture within the company from its crisis communication processes, and ensure that urgent decisions to be communicated to customers are not made in the same way as internal strategic decisions. Second, with Toyota continuing to expand internationally, especially in newer markets, it is important that it focus specifically on cultural onboarding and quality training to make certain that the growth does not outpace the depth of the Toyota Way, the underlying weakness revealed during the 2009-2011 crisis. 
 Toyota should continue and, if it can, increase the frontline empowerment systems, including the andon cord system, which are one of the most obvious and successful connections between cultural values and operational results. These suggestions come from the framework itself that was used in this report and are meant to maintain Toyota's core cultural strengths and rectify the weaknesses that Toyota's culture has demonstrated when under external pressure.
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In this report, the theory of Mullins and Christy that organisational culture affects decision making, structure and performance has been applied to the case of Toyota Motor Corporation. the prevailing culture of Toyota was identified as a value driven, continuous improvement, long-term thinking culture with task culture characteristics dominating at the operational level. This culture was found to have direct impact on Toyota's organisation, where quality decisions were made at the front-line level, but also senior decisions were more consensual. Toyota's culture has been a strength and weakness during the 2009-2011 recall crisis, as it was a barrier to a quick response and an enabler to resilience. Overall, the evidence points to a conclusion that Toyota's culture has been a key factor in the long-term performance of the company, but specific changes could be made to address the areas where the company is more vulnerable, including in the area of crisis communication and managing rapid growth.
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