


Introduction
My report focuses on Toyota Motor Corporation the multinational hybrid divisional model tall structured, automotive manufacturer with an approximate headcount of 390,000 employees (Toyota, 2026) My central argument is that Toyota’s vision statement and mission statement in the organisational culture go by ‘The Toyota Way’, and the philosophy of ‘Respect for People’, and ‘Happiness for All’ (Toyota Europe, 2026) which acts as a significant enabler of their performance. However, I also critically evaluate how this very culture can become a barrier in a rapidly changing global environment, creating tension between its traditional strengths and the need for agile transformation strengths and the need for agile transformation. I apply models such as Schein’s Three Levels of Culture, Hofstede, and Handy’s Cultural Types to structure this analysis.
















Financial and Non-Financial Practices
Financial Practices
Operating Cash Flow: 
Toyota maintains a robust operating cash flow, which reflects its operational efficiency and financial stability. This is reported in the annual report’s financial statements.
Profit and Loss Accounts: 
In FY2024, Toyota reported record operating income of 5.35 trillion Yen according to Toyota Financial Summary (2024). However, FY2026 shows a projected 19.2% drop in net profit to 3.85 trillion Yen (Toyota Financial Summary, 2026), partly due to external factors like US tariffs and supply chain disruptions. This is evidence from the annual report and Chairperson’s statement.
Chairperson and CEO Yearly Statement: 
Chairman Akio Toyoda and CEO Koji Sato have publicly acknowledged the challenges facing the company and committed to corrective measures following the testing scandals. The annual report emphasises ‘Happiness for All’ as the guiding mission.
Non-Financial Practices
Employment Stress (Actual and Perceived): The survey data reveals that they have achieved a stunning 84.6 out of 100 which shows that respondents do believe their input will lead to change, indicating significant perceived happiness around voice and influence within the organisation.
Personal Effectiveness and Appraisal: Toyota uses performance appraisals linked to grade and performance-related pay. However, the Trust variable is concerning – employees report low trust in the appraisal process leading to rewards and promotion opportunities, particularly due to the persistent ‘stratified hierarchy’ within the organisation.
Work Environment and Trust: Toyota measures trust through its “Toyota Team Member WellBeing Survey” which explicitly asks about employees feeling valued, respected, and heard. The data shows a significant gap between espoused values of respect and the enacted reality.
Group Factors:
Adaptive Culture and Performance: Toyota UK was ranked number one in the Automotive Category of the ‘Best Companies’ survey for the fourth consecutive year, demonstrating a strong adaptive culture where teams identify opportunities and solve problems.



Benchmarking
Yes, Toyota actively benchmarks its performance against competitors using a range of criteria. This is essential for understanding their competitive position and identifying areas for improvement. 
Customer Service Levels – Responding to complaints:
Toyota benchmarks in customer satisfaction scores in the J.D. Power Customer Service Index (CSI). For example, Toyota ranked highest in the UK in the 2023 J.D. Power Vehicle Dependability Study for the third consecutive year, outperforming competitors like Honda, Ford, and Volkswagen. This measures not just complaint response but overall dependability and service quality.
Product Quality – Tests and Functionality:
Toyota uses the J.D. Power Initial Quality Study (IQS) to benchmark product quality. They are focused on minimising defects per 100 vehicles, a metric where they traditionally lead but have faced overwhelming competition from Hyundai and Kia in recent years. They also benchmark their vehicle functionality against competitors like Tesla in the EV space, particularly around software integration and autonomous driving features.
Position in a League Table:
Interbrand Best Global Brands: Ranked 6th globally in 2024 outperforming competitors like Mercedes-Benz and BMW. 
Fortune Global 500: Ranked 13th by revenue, consistently in the top 20 globally. In 2024, Surpassing competitors like Volkswagen.
McKinsey’s Organisational Health Index: Toyota uses the McKinsey OHI framework internally to benchmark their organisational health against their own historical performance and against industry peers. In my analysis, I identified that Toyota scores well on Direction and External Orientation but underperforms on Motivation and Work Environment compared to industry benchmarks.








Culture & Structure
Organisational Culture and Values:
Toyota’s culture is defined by ‘The Toyota Way’. Its global vision is ‘Inventing our path forward, together’. The mission is ‘Producing Happiness for All’, guided by five attitudes including ‘Honesty first, integrity always’. 
Organisational Structure:
Toyota traditionally operates as a tall, highly bureaucratic, function-based pyramid shaped organisation. Since the late 1980’s they have pursued organisation flattening to reduce layers and clarify responsibilities. However, deeply embedded hierarchy and top down decision making challenges remain
Decision-Making:
This creates a critical cultural paradox. While Toyota espouses ’Respect for People’, survey data shows 43% of employees don’t believe their input leads to change. This represents a significant ‘espoused-enacted’ gap, a classic finding from Schein’s model.

Organisational Culture Theories
Schein’s Three Levels of Culture:
Artifacts: Visible elements like the Toyota Production System (TPS), kanban boards, and the ‘Andon’ cord that empowers workers to stop production.
Espoused Values: The Toyota Way, Kaizen and Respect for People.
Basic Underlying Assumptions: Problems are solved at the source (genba), long term employment is valued, and crucially, a deeply embedded assumption of hierarchical decision-making that conflicts with espoused values. This explains the gap between stated values and reality.
Hofstede’s Cultural Dimension:
Collectivism: Strong group harmony and consensus decision-making. This can suppress individual potential and voice.
Uncertainty Avoidance: High, reflected in detailed processes, JIT systems, and risk averse decision-making. This can stifle innovation.
Power Distance:  According to their Annual Report, the CEO Koji Sato compared to an average wage of a worker in Japan is approximately 83:1, significantly lower than US CEO competitors like General Motors and Ford which would approximately be over 300:1, reflecting Japan’s low power distance culture. This aligns with Hofstede’s Cultural Dimension of Power Distance – Japan’s lower power distance culture translates into more modest executive compensation relative to workers.
Handy’s Cultural Types:
Toyota is transitioning from a Role Culture (bureaucratic, rule-based) towards a Task Culture (team based, agile). The tension between these two cultures is the root of Toyota’s current cultural challenges.
Interaction with External Environment (PESTLE)
Political/Legal: Toyota must navigate diverse regulations (emissions standards). Certification and Whistleblowing scandals highlight compliance risks and the need for stronger ethical governance.
Economic: Global inflation and supply chain disruptions impact financial performance, FY2025 net profit is had a drop of 19.2% year over year. Furthermore, in FY2026/FY2027 projects will have an additional net profit drop of 15.5% to 16%.
Technological: The industry shift towards CASE (Connected, Autonomous, Shared, Electric) forces Toyota to transform form a car manufacturer to a mobility company.
Environmental/Ethical: Significant pressure to reduce carbon footprint. Their CSR strategy, including the ‘Beyond Zero’ vision, is direct cultural response to these external expectations.
Social: Changing workforce expectations around empowerment and purpose challenge Toyota’s traditional hierarchical culture.














McKinsey’s Organisational Health Index.
Using McKinsey’s 9 organisational outcomes, Toyota shows clear strengths and gaps:
Strengths: Direction: Strong strategic clarity with ‘mobility company’ vision and high employee involvement.
Innovation and Learning: Kaizen drives continuous improvement, both top down and bottom up innovation.
External Orientation: Strong customer focus and active business partnerships for new technologies.
Gaps: Leadership: Adopt consulting leadership, but reliable leadership persists due to hierarchy, 43% don’t believe speaking up leads to change.
Capabilities: Strong in process based capabilities, but talent development needs improvement, only 40% feel they have realised their potential.
Motivation: Major gap, employees report low career opportunities and rewards recognition, contradicting ‘Respect for People’.
Work Environment: Biggest gap operationally disciplined but not open and trusting. Hierarchy stifles creativity and enterprising.
Accountability: Role clarity is strong, but personal ownership undermined when over half feel voiceless.
Coordination and Control: World class in operational management, but people performance review lacks trust.
Overall: Toyota must improve Work Improvement, Motivation, Accountability, and Leadership to deliver sustained performance.
Ethics and CSR: Must strengthen ethical audits across supply chains and foster whistleblowing culture following recent car safety certification issues, linking to External Orientation and Coordination and Control









Recommendations
My recommendations target the McKinsey OHI gaps and address Ethics and Corporate Social Responsibility:
Recommendation 1: Bridge the ‘Espoused Enacted’ Gap – Dismantle the ‘stratified hierarchy’. Empower frontline teams with real decision-making authority which helps it address Work Environment and Accountability.
Recommendation 2: Enhance Motivation and Trust – Improving appraisals by making KPIs Flexible, creating diverse career pathways rewarding problem solving, and building trust through transparency addresses Motivation and Capabilities.
Recommendation 3: Strengthen Ethics and Corporate Social Responsibility – This is critical Toyota must address several gaps:
Unethical Leadership Behaviour: Address the gap between espoused ‘Respect for People’ and the enacted hierarchy where employees feel voiceless. This requires leadership training on genuine consultative behaviour.
Ethical Audits including Supply Chain Partners: Toyota must extend ethical audits beyond their own operations to all supply chain partners, ensuring fair labour practices and environmental standards are met throughout the value chain.
Whistleblowing: Foster a robust whistleblowing culture where employees feel safe reporting concerns without fear of retaliation. The current 43% who don’t believe speaking up leads to change indicates this is a significant gap.
Fair Trade Standards: Ensure fair trade standards are applied across all markets and supply chains, particularly in developing countries where labour standards may be weaker.
Organisational Values: Reconnect employees with ‘Respect for People’ and ‘Happiness for All’ making these values tangible through daily practices, not just annual reports. 
This addresses External Orientation and Coordination and Control
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