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The Influence of Organisational Culture on Structure, Decision-Making, and Performance: A Case Study of Toyota
Executive Summary
This report critically examines the influence of organisational culture on structure, decision-making and organisational performance, using Toyota Motor Corporation as the focal company. Drawing on Mullins and Christy’s (2016) argument that culture affects “how things are done around here” and has a pervasive impact on motivation, job satisfaction and management control, the report explores how Toyota’s famous “Toyota Way” shapes everyday practices. The discussion makes systematic use of recognised frameworks such as Schein’s model of organisational culture, Hofstede’s cultural dimensions and Handy’s cultural typology in order to identify the cultural characteristics of Toyota and evaluate their consequences.
The analysis shows that Toyota’s culture is built around two central pillars: continuous improvement (kaizen) and respect for people. These values affect the design of structure, the use of participative yet disciplined decision-making processes and the development of a strong learning orientation. The report argues that this culture has been a major driver of Toyota’s operational excellence, innovation and global reputation, but that it has also acted at times as a barrier, particularly when rapid change or open dissent were required. The paper concludes with recommendations for sustaining the strengths of Toyota’s culture while addressing its weaknesses, emphasising the need for greater diversity, faster decision-making and deeper integration of digital technologies.

















1. Introduction
Organisational culture has become a central theme in the study of management and organisational behaviour. It refers to the system of shared meanings, values and assumptions that develops within an organisation and guides the behaviour of its members (Schein, 2010). Mullins and Christy (2016) argue that culture powerfully shapes organisational processes such as decision-making, group behaviour, work organisation and management control. In increasingly global and complex organisations, culture becomes both a unifying force and a potential source of conflict, especially when people from different national backgrounds must work together in a coherent way.
Toyota Motor Corporation provides a rich example for exploring these issues. Founded in Japan in 1937, Toyota has grown into one of the world’s largest vehicle manufacturers and is widely admired for its quality, reliability and efficiency. Scholars and practitioners often attribute this success to Toyota’s distinctive culture, commonly described as “The Toyota Way” (Liker, 2004). This report uses Toyota as a case study to show how culture can influence structure, decision-making and performance in a multinational organisation. The discussion follows the assessment brief by analysing the organisational culture of Toyota, its influence on structure and decisions, its fit with the external environment, its potential to create barriers and its impact on organisational performance.






















2. Organisational Culture of Toyota
The culture of Toyota is built around two fundamental principles: continuous improvement (kaizen) and respect for people. Kaizen refers to the belief that every process can be improved and that small, incremental changes made by those closest to the work are often more effective than dramatic, top-down reforms (Imai, 1986). Respect for people means valuing employees, suppliers, customers and communities, recognising their dignity and involving them in problem-solving (Liker, 2004). Together, these principles create a climate in which learning, collaboration and long-term thinking are emphasised.
Historically, Toyota’s culture is rooted in Japanese national values. Hofstede (2011) classifies Japan as a collectivist, long-term-oriented society with relatively high uncertainty avoidance. These features can be seen at Toyota in the emphasis on group harmony, loyalty to the organisation and careful risk assessment. The notion of monozukuri—the pride taken in craftsmanship and producing things properly—is also deeply embedded in Toyota’s culture (Hino, 2006). Employees are expected to identify with the company and to take personal responsibility for the quality of their work.
Toyota uses a variety of mechanisms to reinforce its culture. New employees participate in extensive induction programmes where the Toyota Way is explained and exemplified by senior managers. Story-telling is used to share examples of past problems and how they were solved through kaizen and teamwork. Rituals such as morning meetings, problem-solving circles and reflection sessions (hansei) constantly remind employees that learning from mistakes is both expected and valued (Liker and Convis, 2012). In this way culture becomes part of the everyday lived experience of people within the organisation rather than a set of abstract slogans.








3. Influence of Culture on Structure and Decision-Making
Toyota’s organisational structure reflects and supports its culture. The company operates with a hybrid form that combines functional departments (for example, engineering, production, marketing) with cross-functional project and problem-solving teams. Handy (1993) would describe this as a mixture of role culture, in which tasks and responsibilities are clearly defined, and task culture, in which power derives from expertise and team contribution. Clear roles ensure reliability and efficiency, while cross-functional teams encourage creativity and shared responsibility.
Decision-making at Toyota is strongly influenced by Japanese traditions of nemawashi and ringi. Nemawashi refers to the informal process of discussing an idea with those who will be affected by it, seeking their input and building support before any formal decision is made. Ringi is the more formal process of circulating a written proposal for approval, so that managers at different levels can stamp their agreement or raise concerns (Nemoto, Nitta and Liker, 2018). These practices reflect Toyota’s cultural emphasis on consensus, respect and careful consideration. They help ensure that decisions are well understood and that implementation is smooth because key actors feel ownership of the outcome.
Another important cultural influence on decision-making is the concept of genchi genbutsu—“go and see for yourself”. Managers are expected to visit the actual place where work is done, observe the process in detail and talk directly to frontline employees before making decisions (Liker, 2004). This reinforces the respect-for-people principle and grounds decisions in reality rather than assumptions. It also reflects Schein’s (2010) view that culture provides a shared way of perceiving and interpreting situations.
Leadership behaviour at Toyota is consistent with these cultural norms. Leaders are expected to act as coaches who develop people and encourage problem-solving, rather than as controllers who simply issue orders. This aligns with McGregor’s (1960) Theory Y view of employees as creative and self-motivated if given the right conditions. By modelling humility and curiosity—often admitting their own mistakes—Toyota leaders reinforce a culture where learning and continuous improvement are normal aspects of work.






4. Identifying Cultural Types: Models and Frameworks
Schein’s three-level model of culture provides a useful framework for analysing Toyota. At the level of artefacts, Toyota’s culture is visible in tangible features such as the layout of production lines, the use of visual management boards, the famous Andon cord that allows workers to stop the line and the presence of suggestion boxes and kaizen boards. These artefacts communicate that quality, transparency and employee involvement are valued (Ohno, 1988). At the level of espoused values, the Toyota Way explicitly lists principles like challenge, kaizen, respect, teamwork and genchi genbutsu (Toyota, 2023). At the deepest level of basic assumptions, Toyota appears to hold strong beliefs that people can be trusted, that problems are opportunities to learn and that long-term success depends on serving society as well as making a profit. When these three levels are aligned, culture is particularly powerful (Schein, 2010).
Hofstede’s cultural dimensions also help to identify the type of culture that characterises Toyota. Japan’s relatively low individualism and strong collectivism support a culture in which group goals and consensus are emphasised over personal ambition (Hofstede, 2011). High uncertainty avoidance encourages the use of standard procedures, detailed planning and risk-reduction strategies such as mistake-proofing (poka-yoke) within the Toyota Production System. A strong long-term orientation underpins Toyota’s willingness to invest in technologies such as hybrid and hydrogen engines years before they become mainstream (Cusumano, 2020).
Handy’s (1993) typology suggests that Toyota’s culture is a blend of role and task types. In manufacturing operations there are many features of role culture: clearly specified jobs, standard work routines and respect for rules. However, when it comes to problem-solving, new product development and continuous improvement activities, Toyota shifts towards task culture, where cross-functional teams collaborate and power depends on expertise rather than formal position. This combination allows Toyota to achieve both reliability and innovation.














5. Culture and the External Environment
An important question raised in the assessment brief is how companies use organisational culture to adapt to their external environment. Toyota operates in a highly competitive and globalised automotive industry, facing pressures such as technological change, environmental regulation and fluctuating demand. Its culture has been a key resource for coping with these challenges.
First, Toyota’s strong learning orientation makes it relatively agile in responding to new regulatory and environmental demands. The company’s early development of the Prius hybrid vehicle in the late 1990s reflected a cultural belief that contributing to society and protecting the environment were part of Toyota’s purpose, not merely compliance requirements (Toyota, 2023). The Environmental Challenge 2050, which sets ambitious targets for reducing carbon emissions and water usage, is another example of culture shaping strategic responses to external concerns.
Second, global expansion has required Toyota to transfer its culture to plants in North America, Europe and other regions. This has not been straightforward, because employees outside Japan may hold different national values. Toyota has addressed this by sending experienced trainers from Japan to teach the Toyota Way, while also adapting practices to local conditions (Liker and Convis, 2012). In Kentucky, for example, the company had to adjust communication styles to fit American expectations of more direct feedback, while still preserving the underlying principles of respect and teamwork. This illustrates Mullins and Christy’s (2016) point that culture must be managed carefully as organisations become more internationally based.
Third, Toyota’s culture supports resilience in the face of crises. After the 2011 Tōhoku earthquake and tsunami, which disrupted suppliers and production, Toyota used its close relationships with suppliers and its problem-solving routines to restore operations relatively quickly (Cusumano, 2020). Employees from unaffected plants volunteered to support damaged facilities, reflecting a strong sense of shared identity and responsibility.














6. Organisational Culture as a Barrier
Although Toyota’s culture has many strengths, it can also act as a barrier to effective functioning. One widely discussed example is the 2009–2010 recall crisis, when millions of vehicles were recalled due to concerns about unintended acceleration. Investigations suggested that Toyota was slow to recognise the seriousness of the problem and to communicate openly with regulators and customers (Cole, 2011). Critics argued that the company’s emphasis on saving face, maintaining harmony and protecting the corporate image may have initially discouraged managers from escalating bad news. In terms of culture theory, strongly held assumptions can sometimes blind organisations to new risks or inconvenient information (Schein, 2010).
The consensus-oriented ringi process can also slow decision-making in situations that require rapid action. While nemawashi builds buy-in, it may be less suitable when organisations face disruptive technological change or intense competitive threats. In the field of electric vehicles, for instance, more entrepreneurial firms such as Tesla have moved quickly, whereas Toyota has sometimes appeared cautious, reflecting its risk-averse culture (Cusumano, 2020).
Another potential barrier is the relative lack of diversity in Toyota’s senior leadership. Historically, most top executives have been Japanese men with long careers inside the company. This homogeneity may limit the range of perspectives considered in strategic decisions and make it harder to fully understand the expectations of global markets. Mullins and Christy (2016) emphasise that managing diversity effectively is becoming more important as organisations employ people from many nationalities and backgrounds.










7. Impact of Culture on Organisational Performance
The impact of Toyota’s culture on organisational performance is substantial. The Toyota Production System, which grew out of cultural commitments to waste reduction and respect for frontline knowledge, has enabled the company to achieve high productivity and quality levels. Ohno (1988) and Hino (2006) describe how practices such as just-in-time production, jidoka (automation with a human touch) and standardised work lead to fewer defects, lower inventory and faster response to customer demand. Many other organisations have tried to copy these techniques but have often struggled because they lacked the supportive culture of Toyota (Liker, 2004).
From a human-resource perspective, the respect-for-people principle leads to high levels of employee commitment and low voluntary turnover. Toyota invests heavily in training, career development and job rotation, signalling that it views employees as long-term partners rather than disposable resources (Liker and Convis, 2012). This creates psychological safety, encouraging employees to share ideas and highlight problems without fear of blame. As a result, Toyota receives thousands of improvement suggestions each year, many of which generate cost savings or quality improvements (Imai, 1986).
Financial performance also reflects the benefits of culture. Despite economic downturns and crises, Toyota has remained consistently profitable and is often ranked among the most valuable automotive brands in the world (Toyota, 2023). Its strong reputation for reliability and ethical behaviour strengthens customer loyalty. Mullins and Christy (2016) argue that culture can be seen as a form of intangible asset or “soft power” that contributes to long-term success.
In addition to qualitative evidence, a number of empirical studies support the link between Toyota’s culture and its performance outcomes. Marksberry (2012), for example, analysed several Toyota plants and found that the use of kaizen teams and visual management was associated with significantly lower defect rates and shorter lead times compared with industry averages. Similarly, Daft (2018) notes that Toyota’s return on assets and market share have tended to outperform many competitors over long periods, particularly in segments where reliability and fuel efficiency are critical to customers. These findings suggest that cultural practices at Toyota are not merely symbolic; they are closely connected to measurable indicators of efficiency, quality and financial success.
For managers and policy-makers, Toyota’s experience highlights the importance of aligning cultural values with performance systems. Targets, reward schemes and promotion criteria at Toyota are designed to reinforce behaviours such as collaboration, problem-solving and long-term thinking rather than short-term individual heroics. This stands in contrast to some Western firms that reward aggressive sales growth even when it creates quality or ethical problems. By ensuring that metrics and incentives support the desired culture, Toyota reduces the risk of value-behaviour gaps and encourages employees to act in ways that are consistent with the organisation’s stated principles.
Overall, the evidence suggests that Toyota’s organisational culture has had a predominantly positive effect on performance, but that ongoing reflection and adaptation are necessary to prevent cultural strengths from turning into rigidities.
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8. Conclusion
This report has examined Toyota Motor Corporation as an example of how organisational culture influences structure, decision-making and organisational performance in a global company. Using frameworks from Schein, Hofstede and Handy, it has identified Toyota’s culture as one that combines strong collectivist values, long-term orientation, respect for people and a deep commitment to continuous improvement. These cultural elements are expressed through a hybrid organisational structure, participative yet disciplined decision-making practices and leadership behaviours that emphasise coaching and problem-solving.
The analysis has shown that Toyota’s culture provides substantial advantages: high levels of quality and efficiency, strong employee commitment, resilience in the face of external challenges and a respected global brand. At the same time, the culture can become a barrier when it discourages rapid action, open challenge or the inclusion of diverse perspectives. The recall crisis of 2009–2010 and the slower response to disruptive changes in electric vehicles illustrate these risks.
The case of Toyota also carries broader implications for other organisations mentioned in the assignment brief, such as airlines, retailers or engineering firms. While the specific tools of the Toyota Production System may not transfer directly to every sector, the underlying cultural principles of continuous improvement, respect, learning from error and alignment between values and systems are widely applicable. Organisations facing rapid change can draw on these ideas to build cultures that are both disciplined and adaptive, where employees feel safe to raise concerns and experiment with new ways of working. In this sense, Toyota offers not a rigid template but a set of cultural lessons that can be interpreted and applied creatively in different contexts.
To move forward, Toyota needs to preserve the core of the Toyota Way while continuing to modernise its culture. Recommendations emerging from this analysis include fostering greater leadership diversity, streamlining decision-making in fast-moving contexts and encouraging more experimentation alongside disciplined kaizen. By doing so, Toyota can ensure that its culture remains not only a legacy of past success but also a dynamic resource for future innovation and ethical, sustainable performance.
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