		Guei Sylvain Tia 
BA (Hons) Leadership and Management

Student Name: Guei Sylvain Tia
Student Number: 2337000
Course Name: Organizational Culture
Module Code: LCL5005
Lecture Name: Chris Osborne
Session: February 2025 Term










Table of Contents
1. Introduction ........................................................................ 3
2. Organizational Culture of Toyota ........................................ 3
3. How Organizational Culture Shapes Toyota's Structure and Decision-Making.......... 4
4. Relevant Frameworks, Models, and Theories ............................ 5
5. Organisational Culture and Adaptation to the External Environment......................................... 6
6. Organisational Culture and Effective Functioning of Toyota ......................... 7
7. Evaluation of the Impact of Organisational Culture on Organisational Performance......... 8
8. Organisational Health and Recommendations .......................... 9
9. Conclusion ............................................................................ 9
10. References .......................................................................... 10

















Introduction
Organizational culture is an important part of how a company operates. It includes the shared values, beliefs, and behaviour’s that influence how employees work, communicate, and make decisions. Mullins and Christy (2016) explain that organizational culture can affect employee behaviours, motivation, management, and overall organizational performance. However, if a culture becomes too fixed, it can also make it harder for an organization to adapt to change.
Toyota was founded in Japan in 1937 and has grown into one of the world's largest automotive companies. The company is well known for its Toyota Production System and its focus on quality and efficiency. Its culture is strongly influenced by the Toyota Way, particularly Continuous Improvement (Kaizen), and Respect for People (Toyota Motor Corporation, 2024a). The report examines how Toyota's culture influences its structure, decision-making, and response to external pressures. It applies Schein's (2017) Three Levels of Organizational Culture and Hofstede's (2001) Cultural Dimensions. It also evaluates Toyota's organizational health using financial and non-financial evidence and the McKinsey Organizational Health framework, before assessing whether its culture acts mainly as an enabler or a barrier to effective functioning and sustainable performance.
Organizational Culture of Toyota
Toyota's organizational culture is evident in the way people are expected to think, work, and solve problems. It is not just about what the company says in its policies. It is also about what employees do every day and how they behave at work. Toyota's culture is mainly built around two principles of the Toyota Way: Continuous Improvement and Respect for People (Toyota Motor Corporation, 2024a). These principles influence how the company manages its employees and how work is carried out across the organization. Continuous Improvement, or Kaizen, encourages employees to look for better ways to do their jobs. Instead of accepting that a process is already good enough, they are expected to identify problems, reduce waste, and find ways to improve. The idea is that small improvements made regularly can make a big difference over time. This has helped Toyota create a culture where learning, problem-solving, and improvement are part of everyday work.
The second principle, Respect for People, focuses on teamwork, employee development, and listening to employees. People who work directly with a process often understand its problems better than anyone else. Therefore, giving employees the opportunity to share their ideas can help Toyota find practical solutions and make employees feel valued. Liker (2004) argues that these principles are an important part of Toyota's management approach and help explain its reputation for quality and efficiency.
Toyota's culture can also be seen through the Toyota Production System (TPS). This includes practices such as Just-in-Time, Jidoka ,and Genchi Genbutsu. Jidoka allows production to stop when a problem is found, so the cause can be investigated before it becomes worse. Genchi Genbutsu, often translated as "go and see", encourages managers to look at the real situation for themselves rather than relying only on reports (Toyota Motor Corporation, 2024c). Just-in-Time aims to produce what is needed, when it is needed, helping Toyota reduce waste and unnecessary stock. However, major supply chain disruptions have shown that these systems may need to be adjusted when circumstances change. Toyota's culture also supports its wider responsibilities. The principle of Respect for People applies not only to employees but also to customers, suppliers, and society. Toyota's investment in hybrid, hydrogen and battery-electric vehicles also shows its response to environmental pressures and its longer-term carbon neutrality goals (Toyota Motor Corporation, 2024b). Overall, Toyota has a strong culture based on improvement, quality, teamwork, and respect. These values have played an important role in the company's success. However, Toyota must also ensure that its established ways of working do not make it too slow to respond to new technology, environmental pressures, and increasing competition. This balance will be important for maintaining the company's future performance and organizational health.
How Organizational Culture Shapes Toyota's Structure and Decision-Making
Undeniably, Toyota's organizational culture clearly influences its structure and decision-making. The principles of Continuous Improvement and Respect for People encourage employees to participate in problem-solving rather than simply follow instructions. This means that although Toyota has a formal management structure, responsibility for improvement is not limited to senior managers. Toyota's managers are expected to support and develop employees. This reflects the principle of Respect for People and can create a more participative working environment. Employees who work directly with a process often have a good understanding of its problems, so involving them in decision-making can lead to practical improvements. It can also increase motivation because employees may feel their experience and ideas are valued.
This approach can also improve communication between different levels of the organization. Managers are encouraged to understand what is happening in the workplace rather than making decisions based only on reports. This aligns with Genchi Genbutsu, which encourages leaders to observe the actual situation before deciding on an action. Toyota also uses Nemawashi, a process of consulting relevant people and building agreement before important decisions are implemented. This can improve decision quality by considering different opinions. It can also reduce resistance to change by giving employees an opportunity to contribute before a decision is finalized.
There are clear benefits to this approach. Decisions based on direct observation and employee knowledge may be more realistic than decisions made only by senior management. Consultation can also increase commitment to decisions and help identify problems before they become serious. The emphasis on root-cause analysis can encourage employees to solve problems rather than hide them. However, this culture can also create disadvantages. Building consensus can take time, and not every situation allows time for lengthy consultation. The automotive industry is changing rapidly due to electric vehicles, digital technologies, and new competitors. Toyota, therefore, needs to balance careful decision-making with the ability to act quickly. There is also a risk that employees may be reluctant to challenge established practices if the culture emphasizes agreement and harmony too much. Respect for People should include allowing employees to disagree, raise concerns, and report problems. If employees feel unable to challenge managers, important issues may remain hidden.
Toyota's certification-testing problems highlight why this is important. The problems show that even an organization with strong values and quality systems needs effective escalation and monitoring. A culture that encourages employees to identify problems must also create an environment where people feel safe to report them. Overall, Toyota's culture has created a structure that encourages teamwork, employee involvement, and careful decision-making. These are important strengths, but they need to be balanced with flexibility. Toyota's culture should not only encourage employees to work together; it should also encourage them to challenge decisions when necessary. This would help the organisation maintain its traditional strengths while becoming more responsive to change.
Relevant Frameworks, Models, and Theories
Two useful models for understanding Toyota's organisational culture are Schein, and Schein's (2017) Three Levels of Organisational Culture and Hofstede's (2001) Cultural Dimensions. The two models provide different perspectives. Schein focuses on how culture develops within an organisation, while Hofstede considers how national culture can influence organisational behaviour. Together, they help explain both Toyota's internal culture and the influence of its Japanese origins. Schein and Schein (2017) identify three levels of culture: artefacts, espoused values and basic underlying assumptions. The first level, artefacts, includes the visible aspects of an organisation's culture. At Toyota, these include the Toyota Production System, Kaizen, visual management, standardised working practices, and problem-solving processes. Jidoka is another example. When a problem occurs, production can be stopped so that the cause can be investigated rather than allowing a defect to continue. These practices show how Toyota's cultural focus on quality and improvement can be seen in everyday work.
The second level is espoused values, which are the values an organisation communicates and expects employees to follow. Toyota's two main principles of Continuous Improvement and Respect for People are clear examples (Toyota Motor Corporation, 2024a). These values encourage employees to learn, improve processes and work together. However, Schein's model also helps us consider whether an organisation's stated values are always reflected in actual behaviour. Toyota's certification-testing problems suggest that there can sometimes be a gap between the values a company promotes and what happens in practice.
The third level is basic underlying assumptions. These are deeply held beliefs that become accepted as normal within an organisation. At Toyota, one important assumption is that there is always room for improvement. Another is that problems should be investigated properly rather than simply treating the symptoms. These assumptions help explain why problem-solving, learning, and Kaizen are such important parts of Toyota's culture. Hofstede's (2001) Cultural Dimensions provide a different perspective. Toyota's Japanese origins may help explain its emphasis on teamwork, discipline, quality, and long-term thinking. Japan's strong long-term orientation may be reflected in Toyota's preference for sustained improvement rather than focusing only on short-term results. However, Hofstede's model should be used carefully because national culture does not determine how every individual behaves. Toyota is now a global organisation with employees from many backgrounds, so its culture has also developed through its own history, leadership, and production system. Overall, Schein's model is particularly useful for showing how Toyota's visible practices connect with its values and deeper assumptions. Hofstede adds useful context about the influence of Japanese culture. However, both models have limitations, and Toyota's culture cannot be explained by national culture alone. Together, they show how Toyota's culture has been shaped by its origins while continuing to develop as a global organisation.
Organisational Culture and Adaptation to the External Environment
Toyota operates in an external environment that is changing rapidly. The company faces technological developments, environmental pressures, changing customer expectations, government regulations and strong global competition. Toyota's organisational culture can help it respond to these challenges, but some aspects of the culture may also make adaptation more difficult.
Technology is one of the biggest changes affecting the automotive industry. Electric vehicles, autonomous driving and connected vehicle technologies are changing how vehicles are designed and sold. Companies such as Tesla and BYD have also increased competitive pressure on traditional manufacturers. Toyota's culture of Continuous Improvement has helped it respond to technological change. Its investment in hybrid vehicles is a good example. The Prius helped establish Toyota as a major manufacturer of hybrid vehicles and demonstrated the benefits of a long-term approach to innovation. Toyota has also invested in hydrogen and battery-electric technologies as it considers different solutions for future transport needs (Toyota Motor Corporation, 2024b). However, Toyota's careful approach can also create challenges. The growth of battery-electric vehicles has been rapid, and some competitors have moved quickly to establish strong positions in this market. Toyota's preference for careful analysis and consensus can sometimes slow down decisions. This creates a tension between maintaining the cultural practices that contributed to past success and responding quickly to new market conditions. Toyota, therefore, does not need to abandon its culture, but it may need to apply Continuous Improvement to its culture. It should maintain its focus on quality and careful problem-solving while becoming more willing to make faster decisions when circumstances require them.
Environmental pressures are also important. Governments are introducing stricter emissions standards, while customers increasingly expect companies to reduce their environmental impact. Toyota's commitment to carbon neutrality and investment in different low-emission technologies show that it recognizes these pressures (Toyota Motor Corporation, 2024b). However, environmental responsibility also involves manufacturing processes, energy use, and the global supply chain. Ethical sourcing and responsible supplier management are important because problems in these areas can damage Toyota's reputation. Overall, Toyota's culture is both an advantage and a challenge when responding to the external environment. Its focus on learning, quality and long-term thinking provides a strong foundation for adaptation. However, the company must become more agile as technology and competition continue to develop. Toyota's future success will depend on keeping the cultural strengths that made it successful while changing the areas that could prevent it from responding quickly enough to new opportunities and threats.
Organisational Culture and Effective Functioning of Toyota
Toyota's organisational culture has generally supported the effective functioning of the organisation. Its focus on Continuous Improvement, Respect for People and systematic problem-solving encourages employees to contribute to organisational development. These values are supported by the Toyota Production System, which aims to improve quality, reduce waste and identify problems early. Kaizen encourages employees to identify weaknesses and look for better ways of working. This can improve efficiency because many small improvements can have a significant effect over time. Respect for People can also support employee engagement by encouraging teamwork, employee development and involvement in problem-solving. Together, these values can create a culture where employees feel responsible for improving both their own work and the wider organisation.
Toyota's cultural practices can also support ethical behaviour. Genchi Genbutsu encourages managers to understand the facts by looking at the actual situation before making decisions, while Jidoka allows production to be stopped when a quality problem is identified. This provides a positive example of ethical practice because safety and quality can be placed above simply maintaining production levels (Toyota Motor Corporation, 2024c). However, it is important to consider both ethical and unethical behaviour. Toyota's certification-testing problems provide an example of how organisational culture may not always work as intended. In 2024, Toyota acknowledged irregularities in vehicle certification testing following wider problems involving companies within the Toyota Group. Reuters (2024) reported that Toyota's investigation followed a safety-testing scandal involving Daihatsu and identified certification issues within the wider group.
These events are important from a cultural perspective because they suggest a possible gap between Toyota's espoused values and actual behaviour. Toyota promotes integrity, Respect for People, and Continuous Improvement, but certification problems suggest that organisational pressure, communication weaknesses, or inadequate oversight can sometimes undermine these values. This does not mean that Toyota's whole culture is unethical. Instead, it shows that positive values alone are not enough. Effective leadership, clear accountability, and systems that allow employees to raise concerns are also needed. Corporate Social Responsibility is another important part of effective functioning. Elkington's (1997) Triple Bottom Line considers performance through People, Planet, and Profit. For Toyota, People includes employee welfare, development, and community responsibilities. Planet includes environmental performance and investment in lower-emission technologies, while Profit remains important because Toyota needs to be financially successful to continue investing in employees, technology and sustainability.
Overall, Toyota's culture is mainly an enabler of effective functioning because it supports quality, teamwork, problem-solving, and continuous learning. However, the certification issues show why Toyota must continue strengthening accountability, openness, and ethical leadership. This would help ensure that its cultural values are reflected in everyday behaviour as well as company policies.
Evaluation of the Impact of Organisational Culture on Organisational Performance
Toyota's organisational culture has had a major influence on its performance. The company's success has not depended only on its products or financial resources, but also on a culture built around continuous learning, employee involvement, and operational discipline. This connection between culture and performance is evident in Toyota’s reputation for quality and reliability. Practices such as Jidoka and Genchi Genbutsu demonstrate how Toyota's culture supports performance. Jidoka encourages problems to be identified early, while Genchi Genbutsu encourages managers to understand the real cause of problems before making decisions. These approaches can reduce defects, improve efficiency, and strengthen customer trust. Kaizen also supports long-term performance because employees are encouraged to make regular improvements rather than waiting for major changes. Liker (2004) argues that this approach is one of the reasons Toyota's management systems have attracted worldwide attention.
Toyota's long-term approach has also supported innovation. Its early investment in hybrid technology helped the company establish a strong position in environmentally focused vehicles; in contrast, continued investment in different technologies shows its attempt to respond to changes in the automotive industry (Toyota Motor Corporation, 2024b). However, culture can also create risks. The same careful decision-making that helps prevent mistakes may slow Toyota's response to rapid changes in electric vehicles and digital technologies. Companies such as Tesla and BYD have shown the importance of speed and innovation, meaning Toyota must balance careful decision-making with greater flexibility. Schein and Schein's (2017) model helps explain this challenge. Deeply embedded assumptions can be difficult to change because employees may see existing practices as normal. Toyota's past success has been built on established systems, but these same systems may sometimes create resistance to new ways of working. Continuous Improvement, therefore, needs to apply to the organisation's culture as well as its production processes.
The certification-testing problems also show how culture can affect performance through reputation. Toyota's strong image for quality means that compliance failures can damage trust among customers, regulators, and investors. This shows that performance should include ethical behaviour and stakeholder confidence, not only financial results. Elkington's (1997) Triple Bottom Line provides a wider view of performance through People, Planet, and Profit. Toyota must balance employee and community responsibilities, environmental sustainability and financial success. To strengthen future performance, Toyota should continue improving psychological safety, ethical reporting systems, and supply-chain responsibility. Overall, Toyota's culture remains a major strength, but future success will depend on combining quality and long-term thinking with greater agility, transparency, and openness to challenge.

Organisational Health and Recommendations
Organisational culture plays an important role in maintaining Toyota's organisational health. A healthy organisation is not only one that performs well financially but also one that can adapt to change, support its employees, and continue improving over time. Toyota performs well in many of these areas because its culture encourages teamwork, learning, and continuous improvement. The Toyota Way provides a clear direction for employees, while the Toyota Production System helps maintain quality, efficiency, and consistent performance. Toyota's financial performance remains strong, but non-financial measures are equally important. Customer satisfaction, product quality, employee engagement, innovation, safety, and environmental performance all provide a better picture of the organisation's long-term health. These measures suggest that Toyota has many strengths, but the certification-testing problems indicate that there is still room for improvement in accountability, communication, and ethical leadership.
The McKinsey Organisational Health Index (Gagnon, John, and Theunissen, 2017) highlights outcomes such as leadership, motivation, accountability, and innovation. Although there is no publicly available evidence that Toyota has completed an official OHI assessment, the framework is still useful for evaluating the company's organisational health. Toyota performs well in areas such as direction, learning, and organisational capability, but accountability and external responsiveness could be strengthened. To improve its organisational health, Toyota should continue building a culture where employees feel safe to raise concerns without fear of negative consequences. Decision-making should also become more flexible so the company can respond more quickly to changes in technology and customer expectations. Finally, Toyota should continue strengthening sustainability, responsible sourcing, and transparent reporting across its global supply chain. Overall, Toyota has built a strong organisational culture that continues to support its long-term success. However, maintaining a healthy organisation requires continuous improvement not only in production systems but also in leadership, accountability, and the culture itself.
Conclusion
This report has shown that Toyota's organisational culture plays a key role in its structure, decision-making, adaptability, and overall performance. Its focus on Continuous Improvement and Respect for People has helped build a culture that values quality, teamwork, employee involvement, and long-term thinking. Using Schein and Schein's (2017) and Hofstede's (2001) models provides a better understanding of how Toyota's culture has shaped its success. However, the report also shows that culture can become a barrier when slow decision-making or established routines reduce the organisation's ability to respond quickly to change. The certification-testing issues highlight the importance of accountability and ensuring that company values are reflected in everyday practice. Overall, Toyota's culture is more of an enabler than a barrier, but its future success will depend on becoming more agile, transparent, and open to continuous learning and improvement.
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