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As a subsidiary of the Japan-based Koito Manufacturing Company Limited, Koito Europe Limited is one of the automotive companies that rely on its workplace culture to have a firm grip on the European automotive lighting systems market. The company specializes in designing and manufacturing automotive lamp lighting systems, including fog lamps, headlamps, rear lamps, and other related automotive lighting products for top vehicle manufacturers in Europe (Koito Europe Ltd,2019). Based in Droitwich, West Midlands, UK, Koito Europe heavily invests in research and development to develop and constantly introduce new products with advanced technologies that serve the needs of most leading motor manufacturers. The company’s success is majorly based on its innovative, customer-centric, and collaborative workplace culture. This culture helps it achieves its vision of illuminating the world and establishing a sustainable value chain that meets future customers’ needs and helps it maximize returns (L. Smith 2023, personal conversation, 3th March). A brief overview of the company and environmental factors is presented in the report. Discussion on the impact of external and internal factors on organisational culture through PESTEL analysis. A further consideration will be given to ethical elements and Schein's three levels of culture. In addition, barriers to the effective functioning of an organisation's culture and recommendations for overcoming those barriers.
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The organization environment entails a set of forces surrounding an organization. These forces may facilitate or hamper a company’s access to resources meaning they can offer threats and opportunities. Although these resources are valuable to the organization they are also scarce, hence must be used effectively and sustainably (Abebe,2012). Since the organizational environment refers to the physical environment in which a company operates, it directly impacts its culture by providing the context in which it develops and is sustained (Otache and Mahmood, 2015).
Koito’s organizational environment is dynamic and complex, considering it operates in several European countries. As a result, the business environment consists of various micro (internal) and macro (external) environmental factors, that impact company operations and performance. The internal business environment involves factors that directly influence the company’s strategies, operations and performance (Diamantidis and Chatzoglou, 2019). On the other hand, the external business environment consists of elements outside the organization affecting the business, often including sociocultural, political, economic, technological and legal factors. Figure 1 demonstrate the elements of organisational environment.
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Regarding the internal environment, Koito’s flat organizational structure significantly impacts its internal business operations (L. Smith 2023, personal conversation, 3th March). The flat organizational structure fosters employee relationships, enhances decision-making processes and improves communication within the company. Few levels of the decision-making process through the flat structure ultimately encourage an innovative and collaborative culture as it encourages open communication and a faster decision-making process (Domnisoru et al., 2017). The flat structure is, therefore, at the heart of the company’s innovative and collaborative company culture. The transformational leadership style of the company is also a vital aspect of the company’s internal business environment. The leadership style is part of the company’s strategy to enhance collaboration and innovation, which are critical for high efficiency (Pfister, 2011). Leaders who are transformational serve as role models for their followers by acting in a way that demonstrates their values. The way they behave motivates and inspires those around them by adding meaning and challenge to their work. Followers' efforts need to be roused, and their development needs must be carefully analysed (Long ,2014). The transformational leadership style adopted by the organization allows all employees in the company to work towards a shared goal of lighting the world through innovative, sustainable and high-quality products. Thus, the leadership style is what drives the highly collaborative and creative culture in the company.
Koito Europe’s financial and technological resources are also core aspects of its internal business environment that helps it enhance operational efficiency and organizational performance (L. Smith 2023, personal conversation, 3th March). The company has heavily invested in human and technological resources to spur innovation, which is integral to its successful operations in Europe. Technological resources influence the company’s culture by affecting how the people work and communicate within the organization. On the other hand, Pfister (2011) indicate that human resources are the backbone of a company’s culture. Thus, Koito Europe’s favourable human resource policies and practices significantly impact its organizational culture. Besides, the company also strongly values diversity and inclusion, evident in its recruitment policies, which greatly affect its corporate culture.
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Koito Europe's external business environment consists of factors outside the organization, such as political, economic, sociocultural, technological, environmental, and legal factors affecting the business. Since organizational culture entails how employees think, behave, and interact, changes in the external business environment factors such as technology, regulatory and legal frameworks can significantly impact Koito Europe's organizational culture. Understanding how these factors interplay can help Koito Europe adapt to changing business environment by adopting a flexible culture to remain competitive. It can also help the organization develop a strong culture that encourages and supports employees to navigate challenges.
A PESTLE Analysis provides a strategic framework for evaluating the external business environment factors affecting a company's organizational culture. It helps access the external dynamics of the external business environment to determine the corresponding opportunities and threats that may influence the company's culture and performance (Rastogi and Trivedi, 2016). It also helps the organization to manage change effectively within the organization.
Political Factors
Koito Europe operates across several European countries. Therefore, its organizational culture can be impacted by several political factors. It is highly likely that international relations will have a significant impact on the culture of the company. International relations between allied nations supporting one another have deteriorated due to geopolitical issues due to the Russia-Ukraine war, disrupting supply chains (Pavlinek, 2019). There was a significant drop in sales of 7 percent, which certainly affected the company. Consequently, manpower was reduced due to insufficient projects.
Economic Factors
Economically, factors such as recession, inflation, and changes in market demand are also directly correlated with a company's culture. Economies across Europe are currently in a recession due to Brexit, the COVID-19 pandemic, and now the war. It results in employees being forced to prioritize protecting their jobs overachieving organizational goals, resulting in a culture of fear and uncertainty (Schneider, 2022). Besides, the economic recession also impacts employee morale and motivation as they feel demoralized by the harsh economic conditions (Schneider, 2022). It may limit the creativity of the company, which may adversely affect its innovative culture.
Social Factors
According to sociocultural factors, most European countries and the UK have a diverse cultural atmosphere. In order to embrace the diversity within these countries, Koito Europe must continue to diversify its workforce. There are also increasing concerns about LGBTQ marginalization across Europe. This concern will likely impact the company's culture, hence the need to adopt more inclusive policies. Changing demographics in Europe are also a significant concern for the company. The population in most countries is aging, therefore the need for an age-friendly organizational culture.
Technological Factor
Technological factors are also crucial external business elements that may impact Koito Europe's culture. The use of artificial intelligence and automation is transforming jobs and responsibilities, fostering a creative and innovative environment. As a result, an employee's job security is constantly in doubt, enhancing efficiency and productivity (Geffen and Rothenberg, 2000). The emergence of these technologies also requires an updated skillset; hence, Koito Europe must adopt a continuous learning culture within the organization.
Legal and Environmental Factors
In terms of legal factors, the COVID-19 pandemic has led to various legislative changes, most of which focus on employee safety. Thus, Koito Europe continues to emphasize high sanitation in its workplaces. Environmental policies that are constantly changing are also a concern for the company, so it must remain updated to make sure its practices are environmentally friendly and sustainable (Koito Europe,2022).
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The ethical elements of corporate culture entail practices, beliefs, and values that shape the organization's decision-making and behaviour regarding ethics and morality (Grigoropoulos, 2019). These elements are crucial in establishing a culture emphasizing responsibility, fairness, and integrity in all organizational operations. Edgar Schein's model of corporate culture can help understand the various ethical elements that shape the organizational culture within a company. The model is based on the notion that culture within an organization develops over time from past experiences, which employees start practicing every day to form a workplace culture (Schein, 2015). Thus, the ethical elements of Koito Europe's organizational culture can be understood using the three levels of Edgar Schein's organizational model, namely artifacts, values, and basic assumptions. Figure 2 represents Schein’s model- Three levels of culture.
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Figure 2 Three levels of culture (Schein,1996)

At the level of the artifact, some of the tangible and visible ethical elements of Koito Europe's organizational culture include a code of conduct and a professional dress code within the organization. The code of conduct within the organization outlines the ethical standards, values, and principles that guide decision-making and behaviour (Adams, Tashchian, and Shore,2001). On the other hand, the dress code symbolizes professionalism and respect for others. The best strategy for promoting these elements is being a role model and constantly reminding employees of their ethical expectations.
In the second level of values and beliefs exhibited by employees, the critical ethical elements evident in Koito Europe's organizational culture include employees' high commitment to excellence and customer satisfaction, leadership development, and mentoring programs. These programs are crucial in modelling ethical behaviour and supporting employees struggling with ethical dilemmas (Schein, 2010). Thus, it is essential to constantly remind employees of the value of engaging in these programs and maintaining a high commitment to excellence and customer satisfaction to promote the ethical elements at this stage. Employee motivation through incentives is also a good strategy for promoting these elements.
A fundamental aspect of Koito Europe's culture revolves around the nature of the work, the roles of employees, and the relationships between stakeholders and organizations. As a result, some critical ethical elements at this stage include community outreach programs and social initiatives programs. By fostering these healthy relationships with stakeholders, the company demonstrates its ethical commitment. It is possible to promote these elements by involving employees in the program. Cultures such as these, allowing for the development of a 'mind map' of assumptions, will allow to feel comfortable with those who harbor similar beliefs (Schein,2010).
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According to Driskill (2018) organizational culture and ethics are correlated because the company’s culture influences employees’ and stakeholders’ moral judgment. In most instances, organizational culture affects the way employees within an organization react and respond to emerging ethical dilemmas within the organization. In most cases, organizational culture causes ethical dilemmas by influencing behaviour, creating groupthink, and normalizing unethical conduct. It can also impact how the organization responds to ethical dilemmas (Driskill, 2018). An ethical workplace environment can be significantly influenced by the actions of upper management and direct supervisors. Setting examples and acting as role models can help management create a work environment that promotes ethical behaviour in employees (Tota and Shehu,2012).
Thus, one of the ethical dilemmas that is likely to influence Koito Europe’s corporate culture is the sustainability issue. As one of the leading manufacturers of automotive lighting systems, Koito Europe heavily depends on natural resources such as energy, raw materials, metals and pollutants like plastics (Koito Europe, 2021). As such, the manufacturing process of these products requires a high amount of waste emissions, possibly harming the environment.
In an organization's culture, the ethical dilemma arises from the tension between the company's need to maximize profitability and its commitment to environmental sustainability. On the one hand, the company is responsible to its shareholders to generate profits and ensure it is sustainable in the long run. On the other hand, the company is also responsible for minimizing its environmental impact and promoting sustainable practices.
Koito Europe’s decision on how to address this ethical dilemma can significantly impact its corporate culture (Fritzsche,1991). If the company decides to maximize profits over environmental concerns, a culture where employees are encouraged to take shortcuts to maximize profits may set in. Besides, this decision may lead to a culture where environmental concerns are considered secondary to profits making employees prioritize short-term gains over long-term sustainability. However, if an organization prioritizes environmental sustainability over profits, employees may prioritize long-term goals while sacrificing short-term survival. Moreover, this decision could also cause friction between various stakeholders affecting strategic decisions and plans.
Thus, to effectively address this ethical dilemma, Koito Europe must adopt a balanced approach that considers the organization’s financial goals and ecological responsibility equally. This balanced approach could involve investing in sustainable manufacturing practices and renewable energy sources to minimize waste generation. The approach can also involve prioritizing accountability and transparency in the company’s environmental sustainability projects. Generally, this balanced approach to sustainability can help Koito Europe establish an organizational culture that values environmental sustainability and financial success. This can help the company attract and retain a highly committed workforce to sustainability and its long-term success.
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Since Koito Europe operates in a complex and rapidly changing industry heavily influenced by consumer behaviour, economic trends and technological advances. As a result, several potential barriers exist to the company’s effective functioning. Therefore, some potential barriers to the effective functioning of Koito Europe’s organizational culture include resistance to change, siloed departments, pressure to meet production targets, communication and cultural barriers.
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The rapid transformations due to the rapid introduction of new technologies in the automotive lighting systems industry may lead to change resistance among employees, especially if they are not involved in the change process, and the changes conflict with their existing beliefs. Besides, employees may resist adopting these innovations technologies if it threatens their existing working methods. Moreover, lack of communication about the need for these upcoming technologies may also make employees reluctant to adopt such technologies. This is because they feel it may not be necessary, or there is a lack of understanding to use them.. Employees in the organization may also be attached to existing systems and processes and may be less willing to let go of them. This may make them reluctant to adopt cutting-edge technologies as employees may feel the technologies threaten their existing ways (Gulua, 2018).
[bookmark: _Toc129862019]1.2 Departmentalization 

Although the company has adopted a flat organizational structure that supports its innovative and collaborative culture, the departments within the organization operate independently. As a result, new managers have the opportunity to develop by making independent decisions and taking initiative (Ahmed, 2017). Which, however, leads to significant barriers to the effective functioning of organizational culture. Key departments in the organization include marketing, production, engineering and design. Such siloed departments may lead to a fragmented culture where each department has its own values, beliefs and norms. The result may be conflicting priorities, goals, and production targets not being met. 
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Another potential barrier that may hinder the effective operation of the company’s culture is pressure from the organisation to achieve production targets. A departmental mindset may also contribute to not meeting the target, if different department managers share different values and beliefs (Ahmed, 2017). Since Koito Europe operates in a highly competitive industry, there is high pressure to meet production targets. This can lead to a culture emphasizing compliance rather than innovation and customer satisfaction. Besides, it may lead to a culture that prioritizes profitability rather than quality which is against Koito Europe’s ingrained culture. If meeting production targets is the key driver of organizational culture in a company, employees are highly likely to develop a tendency to rush processes and cut corners. This may compromise customer satisfaction and product quality. Ultimately, this may erode the company’s reputation and customer loyalty. Moreover, it can lead to burnout and high stress levels among employees as they struggle to meet production targets. This may lead to reduced morale and motivation, eroding organizational culture and competitiveness (Gulua, 2018).
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Another possible barrier to Koito Europe’s organizational culture is the wide-ranging European market, which consists of diverse cultures. Although this may be an advantage for the company regarding creativity and innovation, embracing these diverse cultures may be challenging. People from different cultures always have different values, beliefs and expectations that may clash with the company’s existing culture if not well-managed (Gulua, 2018).
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These potential barriers hindering the effective operation of Koito Europe’s organizational culture can be reduced using Beer’s model. Also known as the Theory E and Theory O models, Beer’s model is a framework used to address barriers to effective organizational culture by balancing sustainable and financial objectives (Beer and Nohria, 2000). In essence, Theory E focuses on economic performance by emphasizing shareholder value, competitive advantage and financial performance. It prioritizes cost–cutting, efficiency and short-term gains. On the other hand, Theory O focuses on long-term sustainability by emphasizing employee engagement, culture and commitment. Thus, according to Beer’s Model, organizations can reduce the barriers to organizational effectiveness by balancing both Theory E and Theory O to achieve sustainable success (Arazmjoo and Rahmanseresht, 2019). The model can be implemented in a few steps to reduce barriers to organizational success. The steps involved include the diagnosis, design, implementation, and evaluation phases.
In the diagnosis phase, Koito should identify the root causes of these organizational and culture barriers. By identifying the root causes, the company can develop effective solutions for long-term gain. The second design phase involves developing a strategic plan that aligns with the company’s economic objectives and needs. The third step entails implementing the plan by actively engaging employees, communicating the vision, and monitoring progress. The last stage involves evaluating the effectiveness of the plan.
Through this model, one of the recommendations that can help reduce the barriers to organizational culture effectiveness is to focus on building a collaborative and inclusive culture emphasizing cross-functional teams. These cross-functional teams involving various departments can encourage knowledge–sharing, open communication and shared goals that foster organizational culture and address the challenges of siloed departments. Cross-functional structures facilitate information flow. In contrast to classical bureaucracies, it opens up lateral communication channels. The use of self-contained task teams  reduce the need for vertical communication (Ford and Randolph, 1992).
Secondly, the organization must balance the focus on production targets with a commitment to environmental sustainability and customer satisfaction. This can be achieved by increasing investment in sustainable technologies and practices to ensure efficient production processes at minimal costs. Besides, the organization can adopt a culture of openness and transparency to increase engagement with stakeholders and customers to understand their needs and expectations better. According to Krupskyi and Kuzmytska (2020), this can help the company develop sustainable products that meet customer needs while reducing environmental impact.
Koito Europe can also adopt a continuous learning culture where employees are constantly trained and supported to develop the necessary skills to adopt the latest technologies effectively. Continuous learning offers many benefits for both employees and organizations. The Schein model defines culture as a collective, dynamic system based on basic assumptions, values, and norms, and it is crucial to the success of an organization, both in the short and long term (Chanani and Wibowo, 2019). This will also support organizational adaptability and agility, helping the company to quickly adapt to new challenges and opportunities in the highly competitive business environment (Krupskyi and Kuzmytska, 2020). Such a culture can also reduce barriers to organizational culture effectiveness by keeping employees motivated and engaged and fostering a sense of fulfilment and purpose. Generally, continuous learning is an effective strategy for addressing change resistance in a rapidly changing business environment with rapid innovations and high competition.
The organization can also address the problem of diverse customer culture by adopting an all-inclusive culture where all employees feel respected and accepted irrespective of their diverse backgrounds. This will provide an opportunity to build a solid understanding of culture pillars and target ethical challenges (Pless and Maak, 2004). The most effective strategy to encourage this culture is by constantly providing training and education on cultural awareness and cultural awareness. It is also imperative to develop cross-cultural communication skills through training on different ethnic norms and communication styles.
[bookmark: _Toc129862023]Conclusion

Overall, organizational culture significantly impacts efficiency within an organization by enhancing innovation, communication, and collaboration, as evident in the case of Koito Europe. The company's success in Europe is based on its innovative, collaborative, and customer-centric culture. Thus, the company relies on its organizational culture to achieve its vision of illuminating the world and establishing a sustainable value chain that meets future customer needs and expectations. Despite this success, Koito Europe's organizational culture is significantly influenced by internal and external environmental factors. The key internal environmental factors impacting the company's culture include its flat organizational structure, leadership style, and high technological and financial resources investment. In addition, external factors such as political, economic, sociocultural, technological, legal, and environmental factors directly influence organizational culture. Since workplace culture depends on the ethical elements within the organization, some of the ethical elements visible in Koita Europe's organizational culture include a code of conduct, a professional dress code, employees' strong commitment to excellence and customer satisfaction, and leadership development and mentoring programs. Other ethical elements include community outreach and social initiative programs. Based on the analysis of these ethical elements, the main ethical dilemma facing the company is the decision to focus on enhancing the company's profits while minimizing its environmental impact. The company can address this ethical dilemma by adopting a balanced approach. This involves investing in sustainable manufacturing practices that enhance efficiency by reducing production costs while minimizing environmental impact. Aside from the ethical dilemma, there are several other barriers that impede an organization's ability to sustain a strong organizational culture. Some of these barriers include resistance to change, siloed departments, pressure to meet production targets, and cultural barriers. Some recommendations for addressing these barriers include building a collaborative and inclusive culture through cross-functional teams, balancing focus on production targets and commitment to environmental sustainability and customer satisfaction, adopting a continuous learning approach, and enhancing cultural awareness and education.
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