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1. [bookmark: _Toc233044121]Introduction
Organisational culture can be defined as the shared values, beliefs and assumptions that shape employee behaviour and influence how work is carried out within an organisation (Mullins and Christy, 2016). This directly reflects Mullins and Christy’s (2016, p. 574) argument that culture shapes ‘how things are done around here’ and influences organisational structure, decision-making, motivation and management control. Culture is reinforced through routines, leadership behaviour and responses to changes in the external environment (Schein, 2010).
Toyota provides a strong case for analysing these relationships because it is a global automotive manufacturer with long-established production and management systems. Toyota Way 2020 promotes continuous improvement, thorough observation and respect for people, while TPS is built around Just-in-Time, waste elimination and daily improvement (TMC, n.d.-a; TMC, n.d.-b). This makes Toyota useful for examining the advantages and limitations of a powerful organisational culture (TMC, 2025a).
This report critically evaluates how Toyota’s culture influences its structure, decision-making processes and organisational performance. It applies Schein’s Model of Organisational Culture, Hofstede’s Cultural Dimensions and Handy’s Cultural Types to identify the prevailing culture and assess the limitations of each framework. It also examines adaptation to external pressures, including electrification, digitalisation and supply-chain uncertainty. The report argues that Toyota’s culture is primarily an enabler of quality, efficiency and employee-led learning; however, it can become a barrier when the organisation requires rapid strategic change. Theory-informed recommendations are proposed to preserve Toyota’s operational strengths while increasing strategic agility.
[image: ESG Case Study – Toyota Motor Corporation]
Figure 1: Toyota
Source: Advisory (2021).
[bookmark: _Toc233044122]2. Organisational Culture of Toyota 
Toyota’s culture is embedded in operating routines, leadership expectations and problem-solving practices. The Toyota Way positions continuous improvement, thorough observation and respect for people as shared behavioural expectations across the company (TMC, n.d.-a). Liker (2004) argues that these principles connect operational discipline with people development and collective performance.
TPS converts these cultural principles into organisational behaviour. Spear and Bowen (1999) show that Toyota’s operations are highly specified: work is standardised, links between people are clear, flows are simple and problems are addressed through structured experimentation. Just-in-Time reduces inventory and delays, while jidoka requires abnormalities to be addressed before defects are passed downstream (TMC, n.d.-b). Standards therefore provide a baseline from which employees can identify, test and embed improvements (Liker, 2004).
[image: Continuous Improvement (Kaizen): Putting it into Practice | Rollforming  Magazine]
Figure 2: Kaizen Cycle
Source: Schmid (2022). Kaizen analysis supported by Liker (2004) and Spear and Bowen (1999).
Figure 2 illustrates the cyclical nature of Kaizen: standard work makes problems visible, employees investigate root causes, test countermeasures and then standardise successful improvements. Kaizen therefore represents more than small cost-saving initiatives; it institutionalises the belief that no process is complete and that those closest to the work should participate in improvement (Liker, 2004; Spear and Bowen, 1999).
Respect for People also has an operational meaning. Teams are expected to cooperate, leaders are expected to develop people, and problems should be surfaced rather than hidden. Dyer and Nobeoka (2000) demonstrate that Toyota extended this learning logic into its supplier network through institutionalised knowledge-sharing routines. However, a strong emphasis on disciplined incremental improvement may favour refinement of existing processes over experimentation with unfamiliar products, technologies or business models. March (1991) describes this as the tension between exploitation of proven knowledge and exploration of new possibilities.
Table 1: Toyota Cultural Elements and Operational Impact
	Cultural Element
	Operational Meaning
	Impact on Organisational Performance

	Kaizen
	Employee-led, evidence-based improvement using standard work as a baseline.
	Supports learning, productivity and waste reduction.

	TPS
	Just-in-Time flow, jidoka and standardised work.
	Supports quality, efficiency and operational consistency.

	Jidoka / andon
	Stops or escalates abnormalities at the point of work.
	Contains defects and strengthens root-cause learning.

	Respect for People
	Teamwork, development, contribution and problem visibility.
	Supports engagement, accountability and knowledge sharing.


Source: Author’s own analysis based on TMC (n.d.-a; n.d.-b), Spear and Bowen (1999), Liker (2004) and Dyer and Nobeoka (2000).

[bookmark: _Toc233044123]3. Influence of Culture on Structure and Decision-Making 
Toyota’s structure reflects the cultural requirement to combine control with local problem solving. Strategic direction is set by senior leaders, but many operational decisions are made close to the point of work. In TPS, employees and team leaders are expected to respond to abnormalities immediately, use visual controls, investigate root causes and standardise successful countermeasures. This creates decentralised problem solving within a centrally defined operating system (Spear and Bowen, 1999; Liker, 2004).
The andon principle illustrates this relationship. When an abnormality is identified, production can be stopped, or the issue can be escalated, so that the defect is contained and analysed. This is structurally significant because authority is not confined to managers; frontline employees have a recognised role in protecting quality. Spear and Bowen (1999) identify rapid problem detection and escalation as central to the Toyota production system. The cultural message is clear: exposing a problem is responsible behaviour, whereas allowing it to travel through the system is unacceptable. Standard work provides the formal structure, while Kaizen and Respect for People provide the behavioural norms that make escalation and learning legitimate.
Toyota’s decision-making is neither wholly centralised nor wholly decentralised. It is centralised in relation to strategic priorities, governance and system standards, but decentralised in relation to diagnosis, local experimentation and continuous improvement. This hybrid arrangement offers consistency across a large organisation while enabling employees to solve operational problems within defined limits. It also allows improvements to be incorporated into standard processes and shared more widely through organisational routines and supplier networks (Dyer and Nobeoka, 2000).
A common criticism is that standardisation necessarily makes Toyota inflexible. However, Adler, Goldoftas and Levine (1999) found that efficiency and flexibility could coexist in a Toyota production setting when metaroutines, employee participation, training, trust and differentiated units supported both routine and non-routine work. Toyota’s culture can therefore support flexibility when appropriate structures exist, although strategic adaptation may remain difficult when decisions require radical technologies, uncertain demand or a departure from established routines.
Thus, culture influences decision quality in two ways. Positively, it creates fact-based, cross-functional and disciplined decisions with a high likelihood of implementation. Negatively, a strong preference for alignment, risk reduction and incremental learning may make rapid experimentation more difficult when evidence is incomplete. Toyota’s challenge is not to abandon disciplined decision-making, but to differentiate between decisions that benefit from deep alignment and those that require faster, reversible experiments. This distinction reflects March’s (1991) exploration-exploitation tension and O’Reilly and Tushman’s (2013) argument for organisational ambidexterity.
Table 2: Culture, Structure and Decision-Making
	Cultural Principle
	Structural Expression
	Decision-Making Implication

	Standard work
	Common operating norms and clear escalation routes.
	Consistent decisions and a visible baseline for improvement.

	Jidoka / andon
	Frontline authority to stop or escalate abnormalities.
	Quality is protected at source; problems are analysed quickly.

	Kaizen
	Team and cross-functional improvement routines.
	Local changes are tested and incorporated into standards.

	Respect for People
	Training, involvement and collaborative problem solving.
	Employees are expected to raise concerns and contribute ideas.


Source: Author’s own analysis based on Spear and Bowen (1999), Adler, Goldoftas and Levine (1999), Liker (2004) and Dyer and Nobeoka (2000).

[bookmark: _Toc233044124]4. Cultural Types: Models and Frameworks 
[bookmark: _Toc233044125]4.1 Schein Model 
Schein’s (2010) model distinguishes between artefacts, espoused values and underlying assumptions. Applied to Toyota, artefacts include visual management boards, standardised work documents, problem-solving routines, quality checks and andon signals. These are visible manifestations of an organisation in which process discipline and abnormality detection are taken seriously. At the level of espoused values, Toyota promotes continuous improvement, thorough observation and Respect for People (TMC, n.d.-a).
The deeper assumptions are less visible but more important. Toyota appears to assume that work can always be improved, that problems should be made visible, and that people are capable of contributing to improvement when they are trained and trusted. It also assumes that quality must be built into the process rather than inspected into the product afterwards. These assumptions explain why standardisation and employee involvement coexist: the standard is not the final answer; it is the current best known method that can be challenged through evidence (Schein, 2010; Liker, 2004).
Schein’s model is particularly useful because it moves the analysis beyond slogans and shows how formal values are reinforced by artefacts and routines. However, it does not itself explain how cultural differences between functions, countries and subsidiaries affect implementation. In a global company, a common cultural core may be interpreted differently across local operations. The model should therefore be combined with context-sensitive evidence rather than used as a complete explanation.
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Figure 3: Schein’s Model of Organisational Culture
Source: Geraghty (2023), based on Schein (2010).
[bookmark: _Toc233044126]4.2 Hofstede (Japan Cultural Profile)
Hofstede, Hofstede and Minkov (2010) provide a national-culture lens that can help explain why characteristics often associated with Japanese management - long-term orientation, collective responsibility and discomfort with uncertainty - appear compatible with Toyota’s emphasis on standardisation, teamwork and continuous improvement. The Japan country profile published by The Culture Factor Group (2025) provides useful background for understanding this historical context.
However, Hofstede should not be used to equate Japanese national culture with Toyota’s organisational culture. Toyota operates across many countries and employs people from multiple national backgrounds. It also contains occupational and operational subcultures. McSweeney (2002) cautions against treating national averages as if they determine individual or organisational behaviour. National profiles can offer context, but they cannot prove that a particular Toyota practice is caused by national culture.
The most defensible interpretation is that Toyota has selectively institutionalised practices that are compatible with some Japanese cultural tendencies, while also applying them across global operations through common production and management systems. Toyota’s own guiding principles explicitly refer to respecting local cultures while developing individual creativity, teamwork, trust and respect (TMC, n.d.-c). Hofstede is therefore a supporting lens rather than the main diagnostic tool.
[image: ]
Figure 4: Japan Cultural Profile
Source: The Culture Factor Group (2025); national context interpreted with caution using McSweeney (2002).
Table 3: Hofstede’s Dimensions and Toyota: A Cautious Interpretation
	Hofstede Dimension
	Possible Japanese Context
	Cautious Interpretation for Toyota

	Long-term orientation
	Persistence and future-oriented improvement.
	Compatible with continuous improvement, but practices are applied globally.

	Uncertainty avoidance
	Preference for clarity and structured procedures.
	Compatible with standard work; it is not the sole explanation for TPS.

	Individualism / collectivism
	Collective responsibility and group coordination.
	Compatible with teamwork and employee contribution.

	Power distance
	Formal hierarchy and respect for authority.
	Strategic control coexists with local problem solving.


Source: Author’s own cautious application based on Hofstede, Hofstede and Minkov (2010), McSweeney (2002) and TMC (n.d.-c).

[bookmark: _Toc233044127]4.3 Handy’s Culture Type 
Handy’s (1993) cultural typology categorises organisations as power, role, task or person cultures. Toyota is best described as predominantly a role culture, because responsibilities, procedures, escalation routes and performance standards are clearly defined. This provides predictability, coordination and quality control in a complex manufacturing system. A role-culture interpretation is particularly visible in standardised work, formal quality processes and the importance of common operating methods.
Yet Toyota also displays features of task culture. Kaizen activities and cross-functional problem-solving bring employees together around a specific operational challenge, allowing expertise rather than hierarchy alone to shape the solution. In addition, senior leadership retains substantial influence over long-term direction, so a limited element of power culture also exists. The prevailing culture is therefore hybrid rather than pure: a role culture forms the stable operating core, while task-culture practices enable continuous improvement (Handy, 1993; Spear and Bowen, 1999).
Handy’s model is simple and accessible, but that simplicity is its limitation. It does not fully capture global supply networks, digital ecosystems or the difference between operational and strategic work. Consequently, it is best used as a concise classification tool. Schein provides deeper insight into values and assumptions, while Hofstede provides limited national context.
[image: Handy Model of Organisational Culture - Toolshero]
Figure 5: Handy’s Model of Organisational Culture
Source: Mulder (2023), based on Handy (1993).
[bookmark: _Toc233044128]5. Culture and External Environment 
Toyota operates in an automotive environment shaped by electrification, software-defined vehicles, global competition and supply-chain uncertainty. The IEA (2025) identifies battery supply chains, charging infrastructure, policy developments and changing competitive conditions as major forces shaping the electric-vehicle transition. These pressures require technical investment, organisational learning and faster resource reallocation.
Toyota’s culture supports adaptation through Kaizen, direct observation and fact-based problem solving. Dyer and Nobeoka’s (2000) Toyota case shows how knowledge-sharing routines diffuse learning across organisational boundaries. Woven City officially launched in September 2025 as a test course for mobility, providing a protected setting for new technologies and services to be tested in use (TMC, 2025b).
However, external adaptation is not identical to incremental improvement. Electrification and digital mobility can demand new capabilities, partnerships and business models. Toyota Battery Manufacturing North Carolina began shipping batteries in June 2025 and is expected to operate 14 production lines when full capacity is reached, supporting hybrid, battery-electric and plug-in hybrid vehicles (Toyota Motor North America, 2025). March (1991) warns that over-reliance on exploitation may restrict exploration, while O’Reilly and Tushman (2013) argue that mature organisations need both. Just-in-Time also reduces waste but low buffers can expose critical components; resilience requires selective buffers, visibility and alternative capacity (Ivanov and Dolgui, 2020).
Table 4: Toyota Culture as an Enabler and Potential Barrier
	Cultural Mechanism
	Enabling Effect
	Potential Risk

	Standardisation
	Stable quality, coordination and repeatability.
	May favour familiar solutions when technologies change quickly.

	Kaizen
	Continuous learning and waste reduction.
	May over-emphasise exploitation over exploration.

	Cross-functional alignment
	Shared understanding and implementation.
	May slow time-critical experiments if all decisions follow the same route.

	Just-in-Time
	Lower inventory and efficient flow.
	Low buffers can increase supply-shock exposure.


Source: Author’s own analysis based on March (1991), O’Reilly and Tushman (2013) and Ivanov and Dolgui (2020).

[bookmark: _Toc233044129]6. Organisational Culture as a Barrier
Toyota’s culture should be assessed as both an enabler and a potential barrier, although it is more accurate to describe it as an enabler whose benefits depend on fit with the environment. It enables effective functioning because it connects employee involvement, standardisation, quality and learning. MacDuffie (1995) found that productivity and quality benefits in the automotive industry were stronger when human-resource practices were integrated with manufacturing systems rather than introduced separately.
The strongest enabling mechanisms are operational discipline, shared problem-solving language, quality at source and a willingness to make problems visible. These mechanisms reduce ambiguity in routine work and support reliable execution at scale. Adler, Goldoftas and Levine (1999) show that bureaucracy and standardisation do not inevitably prevent flexibility; when supported by training, trust and routines for changing routines, they can enable both efficiency and responsiveness.
The cultural risk occurs when a historically successful routine becomes difficult to question. An organisation that rewards certainty, process compliance and incremental gains may hesitate to fund unproven technologies or accept short-term inefficiency in exchange for long-term learning. This is the exploitation trap described by March (1991). The barrier is therefore not Kaizen or standardisation itself; it emerges when a culture designed for high-reliability operations is applied unchanged to decisions that require experimentation, speed and tolerance of failure. O’Reilly and Tushman (2013) describe the required response as organisational ambidexterity: maintaining established capabilities while exploring new technologies and markets.
[bookmark: _Toc233044130]7. Impact of Culture on Organisational Performance
Organisational culture influences Toyota’s performance through several connected pathways. TPS supports operational performance by reducing defects, variation and waste while creating fast feedback at the point of production (Spear and Bowen, 1999). Employee involvement and problem-solving contribute to productivity and quality when they are integrated with the manufacturing system rather than treated as isolated human-resource initiatives (MacDuffie, 1995). Toyota’s knowledge-sharing routines can also strengthen learning beyond its own boundaries, including in relationships with suppliers (Dyer and Nobeoka, 2000).
However, culture is not a single measurable cause of financial or market performance. Product design, technology choices, supply conditions, regulation, customer demand and competitive actions also affect results. Toyota appears particularly strong in consistency, quality management and operational learning. Its future advantage will depend on giving comparable attention to adaptability in electrification, software-defined mobility and supply-chain resilience (TMC, 2025a; IEA, 2025).
The aim should be to add strategic agility to operational excellence rather than trade one for the other. The following recommendations are designed to strengthen Toyota’s ability to respond to disruption while preserving its core production discipline.
[bookmark: _Toc233044133]7.1 Theory-Informed, Evidence-Based Recommendations
Recommendation 1: Establish protected exploration units for high-uncertainty technologies while keeping strong links to the core business. Toyota should use cross-functional teams for software-defined vehicles, advanced batteries and new mobility services, with defined budgets, faster decision rights and learning-based milestones. This follows organisational ambidexterity: mature organisations must exploit existing capabilities while exploring new markets through differentiated but integrated units (O’Reilly and Tushman, 2013; March, 1991). Woven City provides a practical model for this protected experimentation environment (TMC, 2025b). A senior group should review prototype-to-test time, validated learning and transfer to core operations quarterly.
Recommendation 2: Introduce a fast-track, evidence-based protocol for time-critical strategic experiments. Toyota should retain consultation for irreversible high-risk decisions, but delegate lower-cost and reversible experiments to named owners with short approval cycles, escalation thresholds and a decision deadline. A concise A3-style evidence summary and mandatory learning review would preserve fact-based decision-making while limiting delay. This is consistent with TPS experimentation and Toyota metaroutines (Spear and Bowen, 1999; Adler, Goldoftas and Levine, 1999). A cross-functional innovation group should report decision-cycle time and validated experiments monthly.
Recommendation 3: Redesign Just-in-Time as risk-sensitive flow for critical technologies and suppliers. Toyota should distinguish between ordinary inventory waste and strategic exposure. For components with a high disruption impact, it should develop multi-sourcing, end-to-end supplier visibility, predefined substitution plans and carefully targeted buffers. Leaders should measure resilience indicators alongside cost, quality and delivery. This recommendation is evidence-based because supply-network viability depends on the capacity to withstand and recover from severe disruption, not solely on normal-condition efficiency (Ivanov and Dolgui, 2020). Procurement and supply-chain leaders should report risk exposure and recovery readiness at least every quarter.
Recommendation 4: Measure cultural adaptability as rigorously as operational discipline. Toyota should complement established operational metrics with indicators such as time from customer insight to experiment, the number of validated learning cycles, employees’ psychological safety in escalating strategic concerns, and the transfer of learning between digital and manufacturing units. Senior leaders should review these measures alongside safety, quality, cost and delivery. This would make adaptability visible and reinforce it as an expected cultural behaviour, supporting the balance between operational consistency and strategic exploration identified by O’Reilly and Tushman (2013).
[bookmark: _Toc233044131]8. Conclusion
Toyota’s organisational culture is a major source of its operational capability. Through the Toyota Way and TPS, Continuous Improvement and Respect for People are embedded in standard work, quality systems, employee involvement and knowledge sharing (TMC, n.d.-a; Spear and Bowen, 1999; Dyer and Nobeoka, 2000). The analysis shows that Toyota is not simply hierarchical or bureaucratic: it combines strategic control with local problem solving. Schein’s model reveals the alignment between artefacts, values and assumptions; Hofstede offers limited national context but should not be used to explain a global organisation; and Handy identifies a predominantly role culture enhanced by task-culture problem solving.
Overall, Toyota’s culture is primarily an enabler of effective organisational functioning because it supports quality, coordination, learning and disciplined improvement. It becomes a barrier only when it over-prioritises exploitation and familiar routines in environments that require rapid exploration. The most credible path forward is organisational ambidexterity at the cultural level: preserve TPS in core operations while creating faster, protected and measurable pathways for strategic experimentation and supply resilience.
This would allow Toyota to retain the strengths that make its culture valuable while improving its ability to adapt to external change.
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