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[bookmark: _Toc236211027]1. Introduction
Organisational culture is an important factor that influences how businesses operate and achieve their objectives. It affects employee behaviour, leadership, decision-making, communication and organisational performance. According to Mullins and Christy (2016), organisational culture represents the shared values, beliefs and ways of working that influence how employees behave within an organisation. A strong organisational culture can improve teamwork, innovation and business performance, while a weak culture may reduce employee motivation and organisational effectiveness.
This report analyses the organisational culture of Toyota Motor Corporation, one of the world's leading automobile manufacturers. The report examines Toyota's organisational culture, how it influences organisational structure and decision-making, and how the company responds to changes in the external environment. It also applies two organisational culture theories, evaluates whether Toyota's culture acts as an enabler or a barrier to organisational effectiveness, and assesses its impact on organisational performance and organisational health. Finally, the report provides evidence-based recommendations to strengthen Toyota's organisational culture and support future business success.

[bookmark: _Toc236211028]2. Organisational Culture of Toyota
Organisational culture describes the shared values, beliefs and behaviours that influence how employees work together and achieve organisational goals. It provides employees with guidance on acceptable behaviour and helps create a common identity across the organisation (Mullins and Christy, 2016). In global organisations such as Toyota, a strong organisational culture is particularly important because employees work in different countries, cultures and business environments.
Toyota Motor Corporation was founded in Japan in 1937 and has grown into one of the largest vehicle manufacturers in the world. The company operates in more than 170 countries and employs hundreds of thousands of people. Despite its global operations, Toyota has maintained a consistent organisational culture based on common values and management principles.
Toyota's organisational culture is built around The Toyota Way, which is based on two main principles: Continuous Improvement and Respect for People (Toyota, 2025). Continuous Improvement encourages employees to improve products, services and working methods every day. Rather than waiting for major organisational change, employees are expected to identify small improvements that increase quality, reduce waste and improve efficiency. This philosophy is widely known as Kaizen and forms part of Toyota's everyday working practices (Liker, 2004).
The second principle, Respect for People, encourages teamwork, trust and cooperation throughout the organisation. Employees are expected to support one another, share knowledge and solve problems together. Managers act as coaches who help employees develop their skills instead of simply giving instructions. This approach creates a working environment where employees feel involved in organisational success.
Toyota's mission is to produce safe, reliable and high-quality vehicles while contributing to society through sustainable mobility and continuous innovation. The company's long-term vision focuses on creating "Mobility for All" by developing environmentally friendly technologies, improving road safety and supporting sustainable communities (Toyota, 2025). These objectives demonstrate that Toyota's organisational culture is not only focused on financial success but also on long-term value for customers, employees and society.
Another important characteristic of Toyota's culture is its commitment to learning. Employees receive continuous training and are encouraged to develop new skills throughout their careers. Problems are viewed as opportunities for learning rather than reasons for punishment. This learning culture supports innovation and helps Toyota maintain high standards of quality across its global operations.
However, organisational culture is not without challenges. Toyota has experienced periods where maintaining quality and ethical standards has become more difficult because of its global size and increasing competitive pressure. For example, investigations into certification and testing procedures in recent years have shown that even organisations with strong cultures can experience ethical failures when communication, supervision or organisational pressure become weaknesses. These examples demonstrate that organisational culture must be continuously monitored and improved rather than assumed to remain effective automatically.
Overall, Toyota has developed a strong organisational culture based on continuous improvement, employee involvement, teamwork and long-term thinking. These cultural values have supported the company's international growth and provide the foundation for its organisational structure, leadership and business performance.
[bookmark: _Toc236211029]3. How Organisational Culture Shapes Toyota's Structure and Decision-Making
Toyota's organisational culture has a significant influence on how the company is organised and how decisions are made. According to Mullins and Christy (2016), organisational culture affects management style, communication, organisational structure and employee behaviour. At Toyota, culture is closely connected with the company's organisational structure because both are designed to support continuous improvement, teamwork and long-term business success.
Toyota operates a global organisational structure that combines functional departments with regional divisions. Functional departments, such as manufacturing, engineering, finance and human resources, are responsible for specialist activities, while regional divisions allow Toyota to respond to the needs of customers in different countries (Toyota, 2025). This structure enables the company to maintain global quality standards while adapting products and services to local markets.
However, Toyota's success does not depend only on its formal structure. Its organisational culture encourages cooperation across departments instead of employees working in isolation. Managers and employees regularly share information, discuss problems and work together to improve business processes. As a result, communication flows both vertically and horizontally throughout the organisation. This collaborative approach reduces organisational barriers and supports faster problem-solving during daily operations.
Decision-making at Toyota also reflects the company's organisational culture. Rather than relying only on senior managers, Toyota encourages employees at different organisational levels to participate in solving problems and improving work processes. Before important decisions are made, managers usually collect information, discuss different options and seek agreement from the people involved. This process, often referred to as consensus decision-making (nemawashi), helps ensure that decisions are carefully considered and supported by employees (Liker, 2004).
Another important cultural practice is Kaizen, which means continuous improvement. Employees are encouraged to identify small problems in their daily work and suggest practical solutions. Instead of waiting for management instructions, staff are expected to contribute ideas that improve quality, efficiency and customer satisfaction. This creates a culture where decision-making is viewed as a shared responsibility rather than only a management task.
Toyota's organisational culture also supports employee empowerment. Workers are trusted to stop a production line if they identify a quality problem, ensuring that defects are corrected immediately instead of being passed to customers. This practice demonstrates that maintaining quality is considered more important than maintaining production speed. Employees therefore feel responsible for organisational performance and understand that their decisions contribute directly to business success.
Although this approach provides many advantages, it also has some limitations. Consensus decision-making often requires time because managers seek agreement from different departments before implementing major changes. In a rapidly changing global market, this may slow Toyota's response to new technologies and changing customer expectations. For example, the company's cautious approach to expanding its battery electric vehicle range has sometimes been criticised compared with competitors that adopted faster development strategies.
Another challenge is that a highly structured working environment may reduce employees' willingness to take significant risks or introduce radical innovation. Continuous improvement is highly effective for making gradual changes, but it may not always support the rapid transformation needed in industries experiencing major technological change.
Overall, Toyota's organisational culture has had a positive influence on its organisational structure and decision-making processes. The company's emphasis on teamwork, employee involvement and continuous improvement has created a stable and effective management system that supports high-quality products and long-term organisational success. However, Toyota must continue balancing careful decision-making with greater flexibility so that it can respond more quickly to future business challenges.
[bookmark: _Toc236211030]4. Applying Organisational Culture Theories to Toyota
Organisational culture theories help explain how values and behaviours influence the way organisations operate. They provide useful frameworks for understanding how culture affects employees, management and organisational performance. Based on the latest guidance for this assignment, this report applies Schein's Three Levels of Organisational Culture and Handy's Four Types of Culture to analyse Toyota's organisational culture.
[bookmark: _Toc236211031]4.1 Schein's Three Levels of Organisational Culture
Schein (2017) explains that organisational culture exists at three levels: artifacts, espoused values and basic underlying assumptions. These levels help explain not only what employees do but also why they behave in a particular way.
The first level, artifacts, includes the visible features of an organisation. At Toyota, these include team meetings, quality circles, standardised work procedures, employee suggestion schemes and continuous improvement activities. Employees regularly participate in problem-solving discussions and production reviews. These visible practices show that teamwork and quality are important parts of everyday work.
The second level is espoused values, which are the principles that guide employee behaviour. Toyota expresses these values through The Toyota Way, which is built on Continuous Improvement and Respect for People. Employees are encouraged to improve their work, cooperate with colleagues and place customer satisfaction at the centre of business decisions. These values are reflected in leadership, training and performance management across the organisation.
The third level is basic underlying assumptions, which are the deeply held beliefs that employees often accept without questioning. At Toyota, there is a strong belief that every process can be improved, that quality should never be compromised and that employees at all levels should contribute to organisational success. There is also a belief that long-term business success is more important than short-term financial gain.
Schein's model shows that Toyota's organisational culture is strong because the company's daily practices, stated values and underlying beliefs are closely aligned. However, recent quality and certification issues demonstrate that organisations cannot rely only on established values. Management must regularly review organisational behaviour to ensure that employees continue to follow ethical standards and company principles.
[bookmark: _Toc236211032]4.2 Handy's Four Types of Culture
Handy (1999) identified four organisational culture types: Power Culture, Role Culture, Task Culture and Person Culture. Toyota demonstrates characteristics of both Task Culture and Role Culture, although Task Culture is the dominant type.
Task Culture is based on teamwork, cooperation and solving problems to achieve organisational goals. This is clearly visible in Toyota's use of Kaizen, employee involvement and cross-functional teamwork. Employees are encouraged to share ideas, improve production processes and work together to solve operational problems. Success is measured by the achievement of shared organisational objectives rather than individual performance alone.
At the same time, Toyota also shows elements of Role Culture. Employees have clearly defined responsibilities, and standard operating procedures help maintain high quality and consistency across the organisation. Rules and responsibilities ensure that production processes remain efficient and safe, particularly within Toyota's global manufacturing network.
Although this combination has contributed to Toyota's success, it may also create limitations. Strong procedures and clearly defined roles can reduce flexibility when organisations need rapid change. Employees may become more comfortable following established processes than introducing new ways of working. Therefore, Toyota must continue encouraging creativity and innovation while maintaining the discipline that has made the company successful.
Overall, Schein's model explains how Toyota's organisational culture is deeply embedded throughout the organisation, while Handy's theory identifies Task Culture, supported by Role Culture, as the dominant cultural characteristics. Together, these theories demonstrate that Toyota's organisational culture is a major factor supporting quality, teamwork and long-term organisational performance.

[bookmark: _Toc236211033]5. Organisational Culture and Adaptation to the External Environment
Toyota operates in a global automotive industry where external factors influence business decisions and organisational performance. Political changes, technological developments and environmental challenges require the company to adapt continuously. According to Mullins and Christy (2016), organisations with strong organisational cultures are better able to respond to changes in the external environment because employees share common values and work towards the same organisational goals.
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	Factor
	External influence
	Impact on Toyota

	Political
	Government policies, trade agreements and emission regulations
	Toyota must comply with different regulations and adapt production and business strategies across global markets.

	Economic
	Inflation, exchange rates and changes in consumer spending
	Economic conditions influence production costs, investment decisions and vehicle demand.

	Social
	Increasing demand for safe, connected and environmentally friendly vehicles
	Toyota develops innovative products that meet changing customer expectations.

	Technological
	Growth of electric vehicles (EVs), artificial intelligence (AI) and digital manufacturing
	Toyota invests in new technologies to remain competitive and improve production efficiency.

	Legal
	Safety standards, labour legislation and environmental laws
	Toyota must meet legal requirements in every country where it operates.

	Environmental
	Climate change, carbon reduction targets and resource management
	Toyota continues investing in hybrid, electric and hydrogen technologies while reducing environmental impact.


Source: Adapted from Toyota (2025) and Mullins and Christy (2016).
Although all six factors influence Toyota's business, technological, environmental and political factors currently have the greatest impact on the organisation.
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Technology is changing the automotive industry rapidly through electric vehicles, artificial intelligence and digital manufacturing. Toyota's organisational culture supports innovation through Continuous Improvement (Kaizen), where employees are encouraged to improve products and production processes. The company continues investing in battery-electric vehicles, hydrogen fuel-cell technology and smart mobility solutions (Toyota, 2025). However, Toyota's careful decision-making process may sometimes slow the introduction of new technologies compared with competitors. This shows that organisational culture can support innovation while also limiting the speed of strategic change.
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Environmental sustainability has become an important priority for governments, customers and businesses. Toyota has responded by integrating sustainability into its organisational culture through cleaner production methods, improved fuel efficiency and investment in low-emission vehicles. Employees are encouraged to reduce waste and improve resource efficiency as part of daily operations. This demonstrates that environmental responsibility is embedded within Toyota's culture rather than treated simply as a legal obligation. As environmental expectations continue to increase, Toyota must maintain innovation to remain competitive.
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Toyota operates in more than 170 countries, making political factors an important influence on business performance. Government policies, trade agreements and environmental regulations directly affect manufacturing, investment and international operations. Toyota's organisational culture supports adaptation through long-term planning, quality management and cooperation with suppliers. However, rapid political changes sometimes require faster organisational responses. Therefore, Toyota should continue balancing its careful planning approach with greater flexibility when responding to global political and regulatory changes.
Overall, Toyota's organisational culture provides a strong foundation for adapting to changes in the external environment. Continuous improvement, teamwork and long-term thinking help the company respond effectively to technological, environmental and political challenges. Nevertheless, maintaining competitiveness in the future will require Toyota to combine these traditional strengths with faster strategic decision-making and greater organisational flexibility.

[bookmark: _Toc236211038]6. Organisational Culture and Effective Functioning
Organisational culture can either support or limit effective organisational functioning. A strong culture helps employees work towards common goals, while a culture that is too rigid may reduce flexibility and make organisational change more difficult (Mullins and Christy, 2016). In Toyota's case, the organisational culture has been one of the main reasons for the company's long-term success, although it has also created some challenges. Therefore, it is necessary to evaluate both the positive and negative effects of the culture.
Toyota's culture acts mainly as an enabler because it encourages teamwork, continuous improvement and employee involvement. Through the philosophy of Kaizen, employees are expected to identify problems and suggest improvements in their daily work. This approach has helped Toyota improve product quality, reduce waste and increase operational efficiency (Liker, 2004). Employees are trusted to contribute ideas and participate in problem-solving, which increases motivation and supports organisational learning. The culture also promotes long-term thinking, allowing Toyota to invest in innovation, employee development and sustainable business growth.
The organisational culture also supports ethical behaviour. Toyota's values emphasise respect for people, customer safety and product quality. Employees are encouraged to report problems and stop production if quality issues are identified. These practices demonstrate that the company recognises the importance of ethical responsibility and customer protection.
However, organisational culture can also become a barrier to effective functioning. Toyota's consensus-based decision-making process may slow organisational responses when rapid action is required. In addition, a strong focus on established procedures can reduce flexibility and make radical innovation more difficult. These limitations are particularly important in the rapidly changing electric vehicle market.
Toyota has also faced examples of unethical behaviour. In 2024, investigations into vehicle certification and testing procedures raised concerns about compliance and quality control in some parts of the organisation (Reuters, 2024). Although these issues did not represent the behaviour of all employees, they showed that even organisations with strong cultures can experience ethical failures. Unethical behaviour may occur because of pressure to achieve targets, fear of reporting problems, weak supervision or a culture where employees believe that meeting performance goals is more important than following procedures.
Corporate Social Responsibility (CSR) and sustainability are also important parts of Toyota's culture. Using Elkington's Triple Bottom Line (1994), Toyota's approach can be evaluated through People, Planet and Profit. The company invests in employee development and safety (People), reduces environmental impact through hybrid, electric and hydrogen technologies (Planet), and aims to achieve long-term financial performance (Profit). This suggests that Toyota attempts to balance economic success with social and environmental responsibility.
Overall, Toyota's organisational culture acts more as an enabler than a barrier. The benefits of teamwork, continuous improvement, ethical responsibility and sustainability clearly outweigh the disadvantages. Nevertheless, Toyota must continue strengthening ethical oversight, encouraging open communication and increasing organisational flexibility to ensure that its culture remains effective in a rapidly changing global environment.

[bookmark: _Toc236211039]7. Impact of Organisational Culture on Organisational Performance and Organisational Health
Organisational culture has a direct influence on organisational performance because it affects employee behaviour, decision-making, innovation and customer satisfaction. According to Mullins and Christy (2016), a positive organisational culture improves employee commitment and helps organisations achieve their strategic objectives. Toyota's culture has contributed to both its financial success and its non-financial performance over many years.
From a financial perspective, Toyota remains one of the world's largest automobile manufacturers. The company continues to achieve strong global vehicle sales and stable financial results through high product quality, operational efficiency and continuous investment in new technologies (Toyota, 2025). Its culture of continuous improvement helps reduce production costs, minimise waste and improve productivity. As a result, Toyota has maintained a strong competitive position despite increasing competition in the global automotive industry.
Toyota's organisational culture also supports non-financial performance. The company has built a global reputation for producing reliable and safe vehicles. Employees receive continuous training, work collaboratively and are encouraged to improve production processes through Kaizen. This contributes to high product quality, customer satisfaction and employee engagement. Toyota also invests in sustainability, innovation and community development, strengthening its reputation as a socially responsible organisation.
However, organisational performance should not be measured only by financial results. Organisations also need a healthy internal working environment that supports long-term success. The McKinsey Organisational Health Index (OHI) suggests that healthy organisations demonstrate strengths in areas such as leadership, accountability, coordination, innovation, learning, motivation and external orientation (Keller and Price, 2011).
Although Toyota does not publish an official OHI score, its organisational culture reflects many of these dimensions. Leadership encourages continuous learning and employee development, while teamwork supports coordination across departments. Employees are motivated to improve quality and solve problems, demonstrating a strong learning culture. Toyota also shows a clear external orientation by responding to customer needs and investing in sustainable mobility. These characteristics suggest that Toyota has a generally healthy organisation.
Despite these strengths, there are areas for improvement. The certification and testing issues discussed earlier indicate that communication and ethical oversight should be strengthened across all parts of the organisation. In addition, the rapid development of electric vehicles requires Toyota to improve organisational flexibility and accelerate innovation while maintaining its high-quality standards.
Recommendations
Based on the findings of this report, the following recommendations are proposed.
· Recommendation 1 - Increase strategic agility: Toyota should simplify decision-making for major strategic projects so that it can respond more quickly to technological change while maintaining employee involvement.
· Recommendation 2 - Strengthen ethical governance: The company should introduce regular ethical audits, improve whistleblowing procedures and provide continuous ethics training for managers and employees. These actions would reduce the risk of unethical behaviour and strengthen organisational trust.
· Recommendation 3 - Encourage greater innovation: Alongside Kaizen, Toyota should encourage more radical innovation by creating cross-functional innovation teams and increasing investment in emerging technologies such as electric vehicles, artificial intelligence and digital manufacturing.
· Recommendation 4 - Expand global cultural learning: Toyota should continue investing in leadership development and cross-cultural training to ensure that employees across all international operations apply The Toyota Way consistently while adapting to local market conditions.
Overall, Toyota's organisational culture continues to make a positive contribution to organisational performance and organisational health. By strengthening ethical governance, increasing organisational flexibility and supporting innovation, the company will be better prepared to achieve sustainable success in the future.
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This report has critically analysed the organisational culture of Toyota Motor Corporation and evaluated its influence on organisational structure, decision-making, organisational performance and organisational health. The findings show that Toyota has developed a strong organisational culture based on Continuous Improvement and Respect for People, which encourages teamwork, learning, high product quality and long-term business success.
The application of Schein's Three Levels of Organisational Culture and Handy's Four Types of Culture demonstrated that Toyota's culture is deeply embedded throughout the organisation and supports effective management practices. The report also found that Toyota's culture helps the company respond to technological, environmental and political challenges, although consensus decision-making can sometimes reduce organisational flexibility. In addition, the discussion of ethics and Corporate Social Responsibility showed that maintaining strong ethical standards is essential for protecting organisational reputation and stakeholder trust.
Overall, Toyota's organisational culture acts more as an enabler than a barrier to organisational effectiveness. By strengthening ethical governance, encouraging greater innovation and maintaining its commitment to continuous improvement, Toyota will be well positioned to achieve sustainable organisational performance and long-term success in the global automotive industry.
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