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Introduction
Organisational culture plays an important role in shaping how organisations operate, make decisions and achieve their strategic objectives. Culture can be understood as the shared values, beliefs and behaviors that influence how employees interact and perform their roles within an organisation. According to Mullins and Christy (2016), organisational culture reflects the way employees think, behave and approach work within an organisation, and it has a significant influence on leadership, decision-making processes and organisational performance. In modern organisations, culture is increasingly recognised as a key factor that determines how effectively companies respond to change and maintain competitive advantage.
This report examines the organisational culture of Toyota, one of the world’s largest automotive manufacturers. Founded in 1937, Toyota has developed a strong reputation for quality, reliability and efficiency within the global automotive industry. Much of the company’s success has been attributed to its distinctive organisational culture, which is strongly influenced by the Toyota Production System and the philosophy of continuous improvement, commonly referred to as Kaizen. The Toyota Production System encourages employees to identify problems, improve processes and contribute ideas that enhance organisational performance. Research has shown that this approach has influenced manufacturing systems across many industries worldwide (Womack, Jones and Roos, 2007).
The purpose of this report is to analyse how organisational culture influences Toyota’s organisational structure, decision-making processes and overall organisational performance. The report applies key theoretical frameworks including Schein’s model of organisational culture, Hofstede’s cultural dimensions and Handy’s cultural typology in order to explain how culture operates within the organisation. In addition, the report evaluates how Toyota’s culture helps the organisation respond to external environmental pressures such as global competition and technological change.
Finally, the report assesses whether Toyota’s organisational culture acts primarily as an enabler or a barrier to effective organisational functioning and provides recommendations to strengthen cultural effectiveness and long-term organisational performance.
Organisational Culture at Toyota 
Organisational culture refers to the shared values, beliefs and behaviours that influence how employees work within an organisation. A strong organisational culture helps guide employee behaviour, supports organisational goals and creates consistency across the organisation. In the case of Toyota, organisational culture has been widely recognised as one of the most important factors behind the company’s long-term success and global reputation for quality manufacturing.
Toyota’s organisational culture is strongly influenced by the Toyota Production System (TPS), which emphasises efficiency, teamwork and continuous improvement. The philosophy of Kaizen, meaning continuous improvement, encourages employees at all levels of the organisation to constantly identify ways to improve processes and reduce waste. Rather than relying solely on management decisions, Toyota encourages employees to contribute ideas and participate in problem-solving activities. According to Liker (2004), Toyota’s success is not simply the result of its manufacturing technology but also a reflection of a culture that encourages learning, cooperation and long-term thinking. The principles of lean production developed at Toyota have also influenced organisations across multiple industries (Womack, Jones and Roos, 2007).
A useful framework for understanding Toyota’s organisational culture is Schein’s model of organisational culture, which explains culture through three levels: artefacts, espoused values and basic underlying assumptions (Schein, 2010). A visual summary of Schein’s model is presented in Figure 2 (Appendix B). The first level, artefacts, represents the visible elements of organisational culture such as behaviours, organisational practices and workplace structures. At Toyota, examples of artefacts include the structured production systems used within manufacturing plants, the emphasis on teamwork and the use of problem-solving techniques to identify and correct defects in production processes.
The second level of Schein’s framework is espoused values, which refer to the official values and principles promoted by the organisation. Toyota promotes several key values including respect for people, teamwork and continuous improvement. Employees are encouraged to share ideas and work collaboratively to improve processes. Liker and Hoseus (2008) explain that Toyota’s culture encourages employees to take responsibility for maintaining quality and improving operational performance.
The deepest level of Schein’s model involves basic underlying assumptions, which represent the deeply embedded beliefs that guide behaviour within the organisation. One of the most important assumptions within Toyota is that organisational success depends on continuous learning and gradual improvement. Employees are expected to identify problems and suggest improvements rather than ignoring inefficiencies. This belief reinforces Toyota’s long-term approach to organisational development and helps explain why the company prioritises sustainable improvement rather than short-term gains.
Overall, Toyota’s organisational culture encourages collaboration, learning and employee involvement in decision-making processes. This culture supports innovation, efficiency and quality control, all of which contribute to the organisation’s strong global reputation within the automotive industry.
Culture, Structure and Decision-Making 
Organisational structure plays an important role in determining how responsibilities are distributed, how communication flows within an organisation and how decisions are made. While structure provides the formal framework of an organisation, organisational culture influences how individuals operate within that framework. In the case of Toyota, organisational culture strongly shapes both the company’s organisational structure and its approach to decision-making.
Toyota operates through a hybrid organisational structure, which combines elements of functional and regional divisional structures. The organisation is divided into several global regions, including Asia, Europe and North America, while also maintaining functional departments such as production, research and development, finance and marketing. This structure allows Toyota to coordinate global operations while ensuring that specialised departments focus on improving specific areas of organisational performance. A simplified representation of Toyota’s organisational structure is presented in Figure 3 (Appendix C).
Although Toyota is a large multinational organisation, its structure reflects many characteristics of an organic organisational system rather than a strictly mechanistic one. Mechanistic organisations typically rely on rigid hierarchies, strict rules and centralised decision-making processes. In contrast, organic organisations emphasise flexibility, communication and collaboration between employees (Burns and Stalker, 1961). Toyota’s culture of teamwork and continuous improvement encourages employees at different levels of the organisation to share information and contribute ideas for improving production processes.
One example of how Toyota’s culture influences decision-making is the use of a process known as nemawashi, which involves consulting employees and stakeholders before making major organisational decisions. This approach allows different perspectives to be considered and helps build agreement before implementing new strategies or operational changes. Rather than relying solely on top-down decision-making, Toyota encourages discussion and collaboration across teams in order to improve the quality of decisions. According to Liker (2004), this decision-making approach supports Toyota’s philosophy of collective responsibility and helps ensure that employees remain committed to organisational goals. 
Another key feature of Toyota’s organisational culture is employee empowerment within the production process. Employees working on production lines are given the authority to stop the manufacturing process if they identify a quality problem or defect. This practice reflects Toyota’s strong commitment to maintaining high product quality and demonstrates how decision-making authority is distributed across different levels of the organisation. Research has also shown that Toyota’s production system supports organisational learning and knowledge sharing among employees, allowing the organisation to continuously improve its manufacturing processes (Lander and Liker, 2007).
Overall, Toyota’s organisational culture encourages a structure that supports collaboration, learning and shared responsibility. By allowing employees to participate in decision-making and problem-solving activities, the organisation is able to maintain high levels of operational efficiency while also encouraging continuous improvement across its global operations.
Cultural Framework Analysis 
In order to understand how organisational culture operates within Toyota, it is useful to apply established theoretical frameworks from organisational culture literature. Cultural models help explain how organisational values influence employee behaviour, management practices and decision-making processes. This section applies three key models: Schein’s model of organisational culture, Hofstede’s cultural dimensions and Handy’s cultural typology. Together, these frameworks provide a deeper understanding of how Toyota’s organisational culture supports its operational success.
One of the most widely used models for analysing organisational culture is Schein’s three levels of organisational culture. Schein (2010) suggests that culture exists at three levels: artefacts, espoused values and basic underlying assumptions. As discussed earlier, Toyota demonstrates clear examples of these three cultural levels. The visible artefacts include structured production systems, teamwork-based working environments and the use of continuous improvement processes to identify production problems. These observable practices demonstrate Toyota’s emphasis on efficiency, quality control and operational discipline. A visual representation of Schein’s model is presented in Appendix B.
At the level of espoused values, Toyota promotes several key organisational principles including continuous improvement, teamwork and respect for people. These values are embedded within the Toyota Production System and shape how employees approach problem-solving and decision-making activities. According to Liker and Hoseus (2008), Toyota’s culture encourages employees to actively contribute ideas that improve operational efficiency and product quality.
The deepest level of Schein’s framework involves basic underlying assumptions, which represent the unconscious beliefs that influence employee behaviour. At Toyota, one of the most important assumptions is that organisational improvement is a continuous process. Employees are encouraged to view mistakes and production problems as opportunities for learning rather than failures. This belief supports Toyota’s long-term commitment to organisational development and helps explain why the organisation prioritises gradual improvement rather than short-term gains.
Another useful framework for analysing organisational culture is Hofstede’s cultural dimensions, which explain how cultural values influence behaviour within organisations. Hofstede (2001) identifies several dimensions including power distance, individualism versus collectivism and uncertainty avoidance. Toyota’s organisational culture demonstrates relatively low power distance, as employees at different levels of the organisation are encouraged to participate in decision-making and problem-solving processes. This contrasts with organisations that rely heavily on hierarchical authority structures.
Toyota’s culture also reflects strong elements of collectivism, where teamwork and collaboration are prioritised over individual performance. Within Toyota’s production system, employees typically work in teams and share responsibility for maintaining product quality and improving production processes. This collectivist approach promotes knowledge sharing and cooperation between employees, which strengthens organisational learning.
A third model that can be applied to Toyota’s culture is Handy’s cultural typology, which identifies four organisational culture types: power culture, role culture, task culture and person culture (Handy, 1993). Toyota’s organisational culture most closely reflects task culture, where teams collaborate to solve problems and improve processes. Task cultures are commonly found in organisations that prioritise teamwork, innovation and problem-solving. Toyota’s continuous improvement philosophy strongly aligns with this cultural type.
Although these models provide useful insights, each framework has certain limitations. Schein’s model is effective for explaining the deeper layers of organisational culture but may be difficult to measure empirically. Hofstede’s framework is helpful for understanding cultural influences but has been criticised for oversimplifying complex cultural dynamics within organisations. Handy’s model offers a useful classification of organisational cultures but may not fully capture the complexity of large multinational organisations.
Despite these limitations, the combined application of these frameworks provides a comprehensive understanding of Toyota’s organisational culture. Together, they highlight how the organisation’s emphasis on teamwork, learning and continuous improvement contributes to its strong organisational identity and long-term operational success.
External Environment 
Organisations operate within dynamic external environments that influence their strategies, operations and organisational culture. Factors such as government regulations, economic conditions, technological developments and industry competition can significantly affect organisational performance. As a global automotive manufacturer, Toyota must continuously adapt to these external pressures in order to remain competitive. The company’s organisational culture plays a key role in enabling it to respond effectively to changes within the global automotive industry.
A useful framework for analysing the external environment is PESTEL analysis, which examines political, economic, social, technological, environmental and legal factors that influence organisational activities. A summary of the PESTEL analysis for Toyota is presented in Figure 1 (Appendix A). Politically and legally, automotive manufacturers must comply with strict safety regulations and environmental policies introduced by governments around the world. Increasing pressure to reduce carbon emissions has encouraged automotive companies to invest heavily in hybrid and electric vehicle technologies. Toyota has responded to these pressures by developing environmentally friendly vehicles such as hybrid models and investing in sustainable automotive technology.
Economic conditions also influence Toyota’s organisational strategy. The automotive industry is highly sensitive to fluctuations in global economic activity, as demand for vehicles often decreases during economic downturns. Toyota’s culture of efficiency and waste reduction helps the organisation maintain operational stability during periods of economic uncertainty. Continuous improvement initiatives encourage employees to identify inefficiencies and improve production processes, which supports cost control and productivity (Liker, 2004).
Technological change represents another important external factor affecting Toyota’s operations. The global automotive industry is currently undergoing significant transformation due to developments in electric vehicles, artificial intelligence and autonomous driving technologies. Organisations that fail to adapt to technological change risk losing competitiveness within the industry. Toyota’s culture of innovation and continuous improvement enables the organisation to invest in research and development while maintaining strong manufacturing capabilities (Cusumano, 2020).
Competition within the automotive industry has also intensified in recent years. Traditional automotive manufacturers such as Ford Motor Company continue to compete in global markets, while newer companies such as Tesla have introduced new approaches to electric vehicle development. Unlike some competitors that focus heavily on rapid technological disruption, Toyota emphasises gradual improvement and long-term reliability through its continuous improvement philosophy. This approach helps maintain Toyota’s reputation for durability and product quality within the global market (Netland, 2016).
Overall, Toyota’s organisational culture provides the organisation with the flexibility and resilience needed to respond effectively to external environmental pressures. By encouraging innovation, collaboration and efficiency, the company is able to adapt to economic, technological and competitive changes within the global automotive industry.
Organisational Culture as a Barrier or Enabler
Organisational culture can influence whether an organisation operates effectively or encounters difficulties when responding to change. A strong organisational culture can improve teamwork, communication and employee engagement, but it can also create barriers if employees become resistant to new ideas or alternative approaches. As a result, culture may function either as an enabler that supports organisational effectiveness or as a barrier that limits organisational adaptability.
In the case of Toyota, organisational culture generally acts as an enabler of effective organisational functioning. Toyota’s philosophy of continuous improvement encourages employees to actively participate in identifying problems and improving organisational processes. This cultural approach empowers employees to contribute ideas and supports collaborative problem-solving across different levels of the organisation. As a result, Toyota’s culture helps maintain high standards of quality and operational efficiency within its global production system. Liker (2004) argues that Toyota’s culture of continuous improvement enables the organisation to refine its manufacturing processes and sustain long-term competitiveness.
However, strong organisational cultures can sometimes create challenges. One potential issue is resistance to change, which may occur when employees become strongly attached to established organisational practices. Organisations that have experienced long-term success with existing methods may be reluctant to adopt new strategies or technologies (Mullins and Christy, 2016). In the automotive industry, rapid developments in electric vehicles, digital manufacturing and autonomous driving technologies require organisations to remain flexible and responsive to technological change.
Another potential challenge is the possibility of culture clashes, particularly within multinational organisations operating across different countries. Differences in national culture, management styles and communication practices may create misunderstandings between employees or business partners. Because Toyota operates globally, maintaining effective communication and coordination between international divisions is essential for sustaining organisational effectiveness.
Despite these potential challenges, Toyota has generally been successful in maintaining a culture that balances stability with adaptability. The company’s emphasis on learning, collaboration and continuous improvement allows it to respond to industry changes while maintaining the core values that have historically supported its organisational success. Consequently, Toyota’s organisational culture functions primarily as an enabler rather than a barrier to effective organisational performance.
Impact on Organisational Performance
Organisational culture plays a significant role in influencing organisational performance because it shapes employee behaviour, communication and operational efficiency. A strong organisational culture can improve productivity, encourage teamwork and strengthen employee commitment to organisational goals. In the case of Toyota, organisational culture has been widely recognised as a key factor behind the company’s long-term success within the global automotive industry.
Toyota’s culture emphasises teamwork, continuous improvement and employee involvement in problem-solving activities. These cultural characteristics support efficient production processes and encourage employees to actively participate in improving organisational operations. According to Liker and Hoseus (2008), Toyota’s organisational culture encourages employees to take responsibility for maintaining quality standards and improving production efficiency. This culture of shared responsibility strengthens employee engagement and contributes to the organisation’s operational effectiveness.
The relationship between organisational culture and performance can also be explained through the concept of organisational health, which refers to an organisation’s ability to align strategy, leadership and employee behaviour in order to achieve long-term performance. Research by Keller and Price (2011) suggests that organisations with strong cultures and effective leadership tend to outperform competitors because employees are more motivated and aligned with organisational objectives.
Toyota’s production system has also demonstrated how organisational culture can influence operational performance. Studies of the Toyota Production System show that structured problem-solving and continuous improvement processes can significantly improve productivity and product quality within manufacturing organisations (Spears and Bowen, 1999). These practices allow Toyota to maintain high manufacturing standards while continually refining production processes.
Overall, Toyota’s organisational culture contributes significantly to organisational performance by promoting employee engagement, operational efficiency and continuous learning. These cultural characteristics enable the organisation to maintain high standards of quality and productivity while sustaining its competitive position within the global automotive industry.
Recommendations
Although Toyota has developed a strong organisational culture that has contributed significantly to its global success, there are still opportunities to strengthen cultural effectiveness in response to evolving industry challenges. One important recommendation is that Toyota should continue investing in technological innovation and employee training, particularly in areas such as electric vehicle technology and digital manufacturing systems. As the automotive industry continues to undergo rapid technological transformation, organisations must ensure that employees possess the skills and knowledge required to adapt to new technologies. Strengthening employee training programmes would help Toyota maintain its culture of continuous improvement while preparing its workforce for future technological developments.
Another recommendation is that Toyota should further encourage cross-cultural collaboration across its global operations. As a multinational organisation operating in many different regions, differences in national culture and communication styles may sometimes create coordination challenges. Expanding cross-cultural training initiatives and encouraging collaboration between international teams would improve communication and support knowledge sharing across the organisation.
Finally, Toyota should continue reinforcing its innovation culture while maintaining its traditional values of quality and reliability. Encouraging experimentation alongside continuous improvement initiatives would allow Toyota to remain competitive while responding effectively to new industry developments.



Conclusion
This report has examined the role of organisational culture within Toyota and analysed how culture influences the company’s organisational structure, decision-making processes and overall performance. The analysis demonstrates that Toyota’s organisational culture is strongly shaped by principles of continuous improvement, teamwork and long-term organisational learning. These cultural characteristics are embedded within the Toyota Production System and play a key role in supporting operational efficiency and product quality. The application of theoretical frameworks such as Schein’s model of organisational culture, Hofstede’s cultural dimensions and Handy’s cultural typology has provided a deeper understanding of how Toyota’s culture operates in practice. The findings suggest that Toyota’s culture largely functions as an enabler of organisational effectiveness by encouraging employee participation, collaborative problem-solving and continuous improvement.
However, the report also highlights the importance of maintaining flexibility within organisational culture in order to respond to technological innovation and increasing global competition. Maintaining this balance will be essential for Toyota to sustain its competitive advantage and long-term organisational performance.
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Appendices
Appendix A – PESTEL Analysis of Toyota
Figure 1: PESTEL Analysis of Toyota 
	Factor
	Impact on Toyota

	Political

	Government policies, international trade regulations and environmental policies influence the automotive industry and manufacturing processes

	Economic

	Economic conditions affect vehicle demand and production costs. Economic downturns may reduce sales and require improved cost efficiency.

	Social

	Increasing consumer awareness of environmental sustainability has increased demand for hybrid and electric vehicles.

	Technological

	Rapid technological developments in electric vehicles, artificial intelligence and autonomous driving systems influence innovation within the industry.

	Environmental

	Stricter environmental regulations require manufacturers to reduce carbon emissions and improve fuel efficiency.

	Legal

	Automotive manufacturers must comply with vehicle safety laws, labour regulations and environmental legislation.











Appendix B – Schein’s Three Levels of Organisational Culture
Figure 2: Schein’s Model of Organisational Culture

	Cultural Level

	Description

	Example at Toyota


	Artefacts

	Visible organisational practices, behaviours and systems.

	Toyota Production System, teamwork within production plants.


	Espoused Values

	Official organisational values promoted by management.

	Continuous improvement (Kaizen), teamwork and respect for employees.


	Basic underlying Assumptions
	Deep beliefs that influence employee behaviour and organisational decisions.

	Belief that continuous improvement and learning drive organisational success.




Source: Adapted from Schein (2010).







Appendix C – Organisational Structure of Toyota
Figure 3: Simplified Organisational Structure of Toyota
	Level

	Description


	Top Management

	Chief Executive Officer and Executive leadership team responsible for strategic decisions.


	Regional Divisions

	Global regional divisions including Asia, Europe and North America.


	Functional Departments

	Production, Research and Development, Marketing and Finance departments.





2

