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Introduction
Toyota motor company are a Japanese brand that was ranked as the largest automobile manufacturer in the world with a total global revenue of $278bn, in the fiscal year ending March 2020 (Statista, 2020). Toyota are a global organisation that is headquartered Toyota, Japan and they currently design, assemble and sell cars in all major markets including, Europe, North America and Asia where they have global workforce of over 375,000 employees (Toyota, 2019). The global automotive industry is one of the most valuable industries in the world, and Toyotas’ position as the most valuable brand in such a competitive and lucrative industry is often attributed to the unique organisational culture that exists within the organisation and this essay is going to analyse how this culture, along with the organisational structure, adds value to the operations and contribute to Toyota’s successful performance.
Main Body
There has been considerable academic research conducted which identifies the key success factors of organisational performance and two of the most prominent factors that have been identified as integral in successful business performance are the structure of an organisation and the culture that the exists within the company. The structure of an organisation refers to the hierarchical managerial levels that exist within an organisation and is defined by Maguey et al (2015) as the division of work amongst members of the organisation and the coordination of their activities in order to ensure organisational objectives are met. Having an effective organisational structure facilitates effective performance as it encourages greater collaboration between sub-units, ensures greater individual accountability and facilitates positive working relationships (Madueny, 2015). The benefits outlined above all contribute to more efficient working processes and a positive working environment, which is conducive to successful organisational performance however, as Germain et al (2008) notes, the style of organisational structure and culture which is most effective is often dictated by the industry environment and geographical location of a firm and is also dependent upon the individual context of a business's operations.
Hofstede (1980) postulated the theory of national culture and how they were distinctive, identifiable and influential and had a pervasive impact on the culture of organisations and this notion is clearly evidenced in Toyota’s organisational practices. According to Hofstede’s (1980) model, Asian cultures are often highly collectivist with a high-power distance, which are conditions that are conducive to a collaborative working environment. As a Japanese firm, the cultural traits outlined above are evidenced in the “Toyota way”, the highly studied working operations of Toyota, and has been a source of sustained competitive advantage for the firm since its inception in the 1970’s (Marksberry, 2011).
The Toyota production system (TPS) gained notoriety as one of the most successful examples of lean production in the automobile industry, as this production system became one of the most efficient in the world. The TPS was based on the premise of just in time production (JIT), which is a logistical supply chain strategy that aims to minimise inventory levels and ultimately, limit waste within the production processes (Liker & Morgan, 2006). The Toyota production systems is founded on the beliefs and principles of “Kaizen”, which is a philosophy derived from Japanese culture and society which advocates for continued innovation and evolution of processes within the TPS, as well as “Genchi Genbutsu” which is the principle of identifying the source of the problem and understanding the facts to ensure accurate decision making (Alukal, 2007). These principles, coupled with the underlying fundamental beliefs of respect and mutual trust that exist within the organisation, have cultivated an organisational culture of excellence which has been derived from the principles of Japanese national culture (Shim & Steers, 2012).
As outlined above, according to Hofstede’s cultural dimensions, Japanese culture has a high power distance in which subordinates have ultimate respect for their seniors and management and the early implementation of the TPS was reliant on such a relationship in order to ensure the efficiency objectives were met (Liker & Convis, 2012). During the inception of the TPS lean production processes, Toyota operated a highly hierarchical organisational structure that implemented strict top down management procedures in order to ensure obedience with the decisions and instructions that were made at the head office in Japan (Fane et al, 2003). This organisational structure was effective for Toyota as it allowed head office to have greater control over the production process which was necessary for the TPS to work, as any issues in the process would result in the overall operations suffering due to the JIT principles that the organisation implemented (Gronning, 1995). The hierarchical structure that was in place at Toyota was one of the most influential factors in cultivating the excellent organisational culture as it created clearly defined expectations for employees, tangible targets and objectives and ensured that there was accountability for each individual and each function of the organisation (Fane et al, 2003).
Due to the production line element of Toyota’s business model, ensuring labour productivity was maximised was a crucial element of the overall business process and the hierarchical structure that was in place was conducive to the mass production of products as it reduced ambiguity of instructions (Hampson, 1999). However, although a unitary organisational structure such as this has benefits for a manufacturing intensive organisation such as Toyota, academics such as Ogbonna & Harris (2003) argue that rigid hierarchical organisation structures that operate with centralised control can have the adverse effect of limiting the creativity of the workforce which can often result in the organisation stagnating and processes becoming outdated. In the case of Toyota, the organisation culture and, in particular, the principles of Kaizen and Genchi Genbutsu ensured that the organisation didn’t become static as employees were encouraged to continue to innovate and problem solve to ensure that the organisation continued to evolve (Lander & Liker, 2012).
One of the ways that Toyota were able to ensure their organisation did not stagnate due to their hierarchical culture was the prominence that was placed on mutual respect within the workforce and the positive collectivist culture that this created (Takeuchi, 2008). Academics such as Shim and Steers (2012) identify that the culture that Toyota were able to cultivate is relatively unique and having studied one of their competitors, Hyundai of South Korea, they conclude that Toyota’s leadership had a more profound effect on the overall organisation culture and this was facilitated by the mutual respect within the workforce that was a feature of the Japanese national culture. The fundamental respect that existed between the management and it’s employees created a unique culture that had many contradictory aspects such as, simple communications but complex social networks, slow pace of operations but large steps in advancement and a strict hierarchy that encourages employee push back (Takeuchi, 2008). Takeuchi (2008) identifies that the contradictions within Toyota’s culture were one of the most prominent factors in their organisational success as the forces that drove expansion, such as ambitious objective setting, local customisation and experimentation, were counteracted by the forces which ensured integration such as Kaizen, long employment contacts and open communication between managers and staff.
The culture that exists at Toyota is not something that is easily replicated by other organisations as there are many attributes that are unique to the organisation and, as is outlined in the resource based view of competitive advantage, this inimitable organisation attribute is something that Toyota have exploited in order to achieve the organisational success that they have achieved thus far (Peteraf, 1993). This organisational culture is something that has been cultivated by Toyota over a long period of time and has therefore become engrained in the philosophy of the employees which ensures that there is a unitary understanding within the workforce of how the organisation functions and the expectations that are placed on its employees (Marksberry, 2011). This unitary culture and centralised organisational culture helped Toyota grow internationally to become one of the most recognised brands until the early 2000’s, however as the organisation continued to expand internationally, there were elements of the structure that became restrictive to efficient operations due to the slow communications that occur in hierarchical organisations and the lack of responsive flexibility the organisation showed to issues such as product recalls and safety concerns about some of their products (Reed & Soble, 2012). This product recall crisis called in to question the continued suitability of Toyota’s organisation structure for modern day practices as the lean management procedures that had become the defining element of Toyota’s strategy, had failed to live up to the high standards that had come to be expected of Toyota products. Some commentators, such as Reed and Soble (2012), argued that the centralised decision making of the organisation meant that the company actually lacked control as the operations had expanded so much that it was not possible for the decision makers to understand every issue that the organisation faced internationally. Gregory (2018) highlighted that in the old centralised structure, business units did not communicate effectively and the organisation was slow to respond to local issues as the ultimate decision had to go all of the way up the chain of command, by which time circumstances and contexts that the decision were being made in had changed which resulted in inefficient decisions being made.
The product recall incident in 2010 instigated a large organisational restructuring process at Toyota, as the centralised management realised that the current structure was inhibiting their organisational values of Genchi Genbutsu and Kaizen and due to the complex nature of their international operations, a more flexible structure with geographical divisions and product based divisions would be more effective in ensuring that Toyota’s traditionally efficient and innovative processes were maintained (Khan, 2019). The restructuring that took place ensured that there was still a global hierarchy, and whilst individual decisions were delegated more responsibility for decision making, the centralised hierarchy still had oversight over the individual functions, which was an important element in ensuring that Toyota retained the positive elements of their organisational culture that had helped them become successful (Khan, 2019).
Conclusion
As outlined above, Toyota’s organisation success which has seen them become one of the most established automobile corporations in the world and ranked as the number one brand, has been grounded in an organisational culture that has been engrained in the company for many years and the initial success was driven by a hierarchical structure that ensured control over all the operations of the business. Despite this, the global expansion of the organisation, coupled with the changing industry environment caused issues for Toyota who failed to react and adapt their business model to account for these changes, which resulted in poor operational performance which was extremely rare for the company and caused them to revaluate the effectiveness of their strategy (Marksberry, 2011). Subsequently, Toyota realised that their traditional structure was no longer effective and that it was having a detrimental effect on the fundamental values that their organisational culture was founded upon. Despite ceding control, something that was alien to the centralised management of Toyota, the company has gained flexibility since the restructuring which has allowed them to refocus on the core values of the company, innovation and problem solving, with greater effectiveness as the individual divisions have a greater knowledge of the individual circumstances (Khan, 2019). Recognising their failures has allowed Toyota to return to the excellent performance that had preceded 2010 and by restructuring the organisation, they have been able to re-instil the core values that the company was founded on and ensure that the organisational culture remains the most prominent element in their organisational success (Khan, 2019).
This example of Toyota shows the important that a strong organisational culture can have on creating an inimitable strategic advantage for a firm, however it also highlights that this culture must be flexible and adaptable and react to the changing global environment, as failure to do so can result in the culture that was once a competitive advantage, actually becoming detrimental to overall performance.
Recommendations
Going forward, Toyota need to ensure that they retain the fundamental values of their organisational culture of respect, Kaizen and Genchi Genbutsu as the underlying foundations of organisational strategy, but ensure that the structure of the organisation remains flexible and responsive and is not too rigid and hierarchical, with responsibility delegated to the individual functions as they will be better placed to address specific issues and solve any problems that they face.
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