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Introduction 
[bookmark: _Int_FXuj5PFJ][bookmark: _Int_BzE0gLfS]Organisational culture is widely recognised as one of the most influential factors affecting how organisations operate, make decisions and achieve long-term success. It shapes employee behaviour, leadership practices and shared values, while also influencing how businesses respond to changes in their external environment. Schein and Schein (2017) argue that organisational culture develops through shared assumptions and beliefs that guide how employees think and behave. Consequently, a strong organisational culture can enhance collaboration, encourage innovation, and improve organisational performance, whereas an ineffective culture may hinder organisational change and reduce long-term competitiveness. Alvesson (2012) similarly argues that organisational culture influences organisational performance.
[bookmark: _Int_NjXZWTxc]This report critically analyses the organisational culture of Toyota Motor Corporation, one of the world's leading automotive manufacturers. Toyota is internationally recognised for the Toyota Production System (TPS), a management philosophy founded on continuous improvement (Kaizen), respect for people, customer focus, quality enhancement and waste reduction (Liker, 2021). These cultural principles have enabled Toyota to establish a global reputation for operational excellence, product reliability, and long-term sustainability while shaping its organisational structure and decision-making processes.
[bookmark: _Int_pRVjRTD6]This report evaluates Toyota's organisational culture by applying established organisational culture theories, including Schein's Three Levels of Culture (Schein and Schein, 2017), Handy's Cultural Types (Handy, 1993) and Hofstede's Cultural Dimensions (Hofstede, 2001). It critically evaluates how organisational culture influences Toyota's organisational structure and decision-making processes, analyses how the organisation uses its culture to respond to external environmental pressures and assesses whether its culture acts primarily as an enabler or a barrier to organisational effectiveness. Monden (2011) argues that the effectiveness of the Toyota Production System depends not only on production techniques but also on an organisational culture that encourages employee involvement, teamwork and continuous problem-solving. Finally, evidence-based recommendations are proposed to support Toyota's future organisational performance. 

Organisational Structure and Decision-Making
[bookmark: _Int_b0kYOOnm]Organisational culture and organisational structure are closely interconnected because culture influences how authority is distributed, communication takes place and decisions are made throughout an organisation (Mullins and Christy, 2016). While organisational structure establishes formal reporting relationships and responsibilities, organisational culture determines how employees interact within that framework. Schein and Schein (2017) argue that culture is embedded through shared assumptions and values that influence behaviour over time. As a result, organisations with similar organisational structures may perform very differently because their underlying cultural values shape employee behaviour, leadership practices, and decision-making processes in different ways. 
[bookmark: _Int_pWjYJUjG]Toyota's organisational culture is strongly influenced by the Toyota Production System (TPS), which integrates manufacturing excellence with a philosophy of continuous improvement and respect for people (Liker, 2021). Rather than relying exclusively on hierarchical management, Toyota encourages employees at all organisational levels to identify problems, share knowledge and contribute towards continuous improvement. This philosophy, commonly referred to as Kaizen, creates a culture in which employees are expected to participate actively in improving organisational performance instead of simply following management instructions. According to Bhasin (2012), this commitment to continuous improvement enables organisations to develop a learning culture in which employees are encouraged to solve problems proactively rather than relying solely on managerial intervention. 
[bookmark: _Int_3ZzHlsip]A clear example of culture influencing organisational structure can be seen through Toyota's Andon system. Employees working on production lines are authorised to stop production immediately whenever a quality defect or safety concern is identified. This emphasis on employee responsibility for quality is reinforced by Toyota's wider quality management philosophy, which integrates quality assurance throughout product design, manufacturing and customer service. By embedding quality into everyday organisational practices, Toyota ensures that responsibility for continuous improvement is shared across all organisational levels (Toyota Motor Corporation, 2024c). In many manufacturing organisations, such authority would remain with supervisors or senior managers. However, Toyota's culture reinforces the belief that maintaining product quality is more important than preserving production speed. This demonstrates that organisational culture extends decision-making authority beyond traditional management hierarchies by empowering frontline employees to take responsibility for operational outcomes.
This decentralised approach provides several organisational advantages. Employees working directly within production processes often possess detailed operational knowledge, enabling problems to be identified and resolved before they develop into larger organisational issues. Early intervention reduces waste, improves product quality, and supports Toyota's reputation for reliability. Furthermore, employee empowerment encourages greater commitment because staff recognise that their ideas are valued and that they play a meaningful role in organisational success. These outcomes support Mullins and Christy's (2016) argument that organisational culture has a considerable influence on motivation, work organisation and management control.
Nevertheless, Toyota's culture does not eliminate hierarchy entirely. Strategic decisions remain the responsibility of senior management, while operational decisions are delegated to employees closest to the work being undertaken. This balance is reflected in the practice of Nemawashi, whereby managers consult widely with employees and stakeholders before formal decisions are made. Although this consensus-based approach can improve decision quality by incorporating diverse perspectives, it may also lengthen the decision-making process, particularly when organisations must respond rapidly to unexpected market changes. Therefore, Toyota's organisational culture demonstrates that employee empowerment and structured leadership are not mutually exclusive but instead operate together to support effective organisational performance. 
[bookmark: _Int_lWQRHn7Q][bookmark: _Int_gemLEICa]Decision-making through consultation can slow organisational responsiveness when rapid strategic action is required, particularly in relation to technological innovation, changing consumer demands and increasing global competition. Toyota has sought to balance consensus with greater organisational agility by encouraging continuous learning, cross-functional collaboration and ongoing innovation (Toyota Motor Corporation, 2024a). This suggests that while organisational culture can occasionally constrain decision-making speed, it also creates a foundation for sustainable, evidence-based decision-making that supports long-term organisational performance. However, maintaining this balance will become increasingly challenging as Toyota responds to rapid technological developments and the transition towards a more sustainable automotive industry. 

Applying Culture Theories to Identify Toyota's Prevailing Organisational Culture 
[bookmark: _Int_UQgI9AEW]While no single model fully captures every aspect of an organisation's culture, frameworks developed by Schein, Handy and Hofstede provide valuable perspectives for analysing how culture is established and maintained. Applying these models to Toyota demonstrates how the organisation's values are reflected in its daily operations, leadership practices and decision-making processes. 
[bookmark: _Int_q0cVFNZn][bookmark: _Int_TgxKhKL3]Schein's Three Levels of Culture provides one of the most comprehensive frameworks for understanding Toyota's organisational culture because it explains how visible organisational practices are shaped by deeper values and assumptions (Schein and Schein, 2017). At the artefact level, Toyota's commitment to continuous improvement is reflected through observable practices such as the Andon system, visual management techniques, standardised working procedures and employee suggestion schemes. These practices demonstrate a culture in which quality, teamwork and problem-solving are embedded within everyday operations rather than existing as isolated management initiatives. However, artefacts alone cannot fully explain why these practices remain consistently effective across Toyota's global operations.
[bookmark: _Int_7Kcj1kkB][bookmark: _Int_Ekel30oO]At the second level, Toyota's espoused values emphasise continuous improvement (Kaizen), respect for people and customer satisfaction. These principles encourage employees to identify inefficiencies, share knowledge and contribute towards organisational learning rather than relying solely on management direction (Liker, 2021). Within Toyota, employees accept that preventing defects is more valuable than maintaining production speed and that continuous improvement is everyone's responsibility. These assumptions influence behaviour without requiring constant managerial supervision, demonstrating how deeply organisational culture is embedded. Consequently, Schein's model provides the most comprehensive explanation of Toyota's culture because it considers both visible organisational practices and the underlying beliefs that sustain long-term organisational success. Nevertheless, the model provides limited consideration of how national culture influences these organisational values.
[bookmark: _Int_Y0I76CfR][bookmark: _Int_3q1hzZvF]Handy's Cultural Types also provide a useful perspective for understanding Toyota's organisational culture. Although elements of Role Culture exist within Toyota's formal organisational structure, the organisation is more accurately characterised as a Task Culture because employees work collaboratively to solve problems and improve operational performance (Handy, 1993). Cross-functional teamwork, continuous improvement activities and employee involvement in quality management demonstrate a culture in which expertise and collaboration are valued above rigid hierarchical authority. Rather than focusing exclusively on individual performance, Toyota encourages employees from different departments to work collectively to achieve organisational objectives. This collaborative approach supports innovation, knowledge sharing and continuous improvement throughout the organisation. However, Handy's framework focuses primarily on organisational relationships and patterns of authority and therefore provides only a partial explanation of Toyota's culture. It does not fully explain the deeply embedded beliefs and assumptions that influence employee behaviour on a daily basis.
[bookmark: _Int_IG81Uot8][bookmark: _Int_5YkhEhVm][bookmark: _Int_pSK0X0sa][bookmark: _Int_OR4OK2Pw]Hofstede's Cultural Dimensions provide a unique perspective by examining how national culture influences organisational behaviour (Hofstede, 2001). Toyota reflects several characteristics associated with Japanese national culture, particularly collectivism, long-term orientation and high uncertainty avoidance. Collectivism encourages teamwork, shared responsibility and organisational loyalty, which are evident in Toyota's emphasis on collaboration and employee involvement. Long-term orientation supports Toyota's investment in continuous improvement, innovation and sustainable organisational development rather than pursuing short-term financial gains. Furthermore, high uncertainty avoidance contributes to Toyota's commitment to standardised processes, quality control and risk reduction throughout production activities. Although Hofstede's framework helps explain why many of Toyota's cultural characteristics developed within the Japanese context, it is less effective in explaining how Toyota has adapted its organisational culture across international subsidiaries operating within different national cultures. Consequently, national culture alone cannot fully explain Toyota's organisational culture. 
Overall, Schein's model provides the most comprehensive explanation of Toyota's culture because it links observable practices with the underlying assumptions that shape employee behaviour, whereas Handy and Hofstede explain only specific aspects of the organisation. 
Organisational Culture and Adaptation to the External Environment 
[bookmark: _Int_jx8yUe0Q][bookmark: _Int_kyuK85Vg]In an increasingly competitive global economy, organisations must continually adapt to technological developments, changing consumer expectations and evolving regulatory requirements to remain competitive. Organisational culture plays a significant role in determining how effectively businesses respond to these external pressures because it influences employee behaviour, organisational learning and strategic decision-making (Mullins and Christy, 2016). A strong organisational culture enhances an organisation's ability to develop adaptive capability in response to environmental change (Mullins and Christy, 2016; Schein and Schein, 2017). For Toyota, a culture founded on continuous improvement, innovation and respect for people has enabled the organisation to respond to changes in the automotive industry while maintaining its reputation for quality and operational excellence. This emphasis reflects Schein and Schein's (2017) argument that deeply embedded organisational assumptions shape employee behaviour and influence an organisation's ability to respond effectively to external change. In Toyota's case, these shared assumptions encourage employees to view change as an opportunity for improvement rather than a disruption to existing practices.
[bookmark: _Int_1fWcEMes][bookmark: _Int_w8WkNV1v][bookmark: _Int_HI5TvO82][bookmark: _Int_s0kv4gjB][bookmark: _Int_3hSIqwOA]Toyota's commitment to continuous improvement (Kaizen) has been instrumental in supporting organisational adaptation. Rather than viewing change as a one-off event, Toyota encourages employees at every organisational level to identify opportunities for improvement and implement incremental changes that enhance organisational performance (Liker, 2021). Bhasin (2012) argues that continuous improvement is most effective when supported by a culture that encourages employee participation and shared responsibility for problem-solving. Toyota demonstrates this principle by empowering employees at all organisational levels to identify inefficiencies and contribute towards operational improvements, reinforcing a culture of organisational learning. This culture of continuous learning has enabled Toyota to respond to significant external challenges, including advances in manufacturing technology, increasing digitalisation and the transition towards electric and hybrid vehicles. Toyota's investment in battery technology, hydrogen fuel cell vehicles and autonomous driving systems illustrates how its culture of continuous improvement extends beyond manufacturing processes into long-term strategic innovation (Toyota Motor Corporation, 2024a). Rather than reacting solely to market pressures, Toyota's organisational culture encourages planned innovation that aligns with its long-term commitment to quality, reliability and sustainable growth. Hartnell, Ou and Kinicki (2011) found that organisational cultures promoting collaboration and continuous improvement are positively associated with higher organisational effectiveness, supporting Toyota's ability to adapt successfully to external change. Toyota's organisational culture has also strengthened its response to growing environmental expectations and sustainability requirements. Governments, consumers and investors increasingly expect organisations to reduce carbon emissions and adopt environmentally responsible business practices. Toyota has responded by integrating sustainability into its long-term corporate strategy through initiatives that promote carbon neutrality, resource efficiency and responsible manufacturing. These sustainability objectives are supported through Toyota's Sustainability Data Book, which outlines measurable targets for reducing environmental impact, improving resource efficiency and achieving long-term carbon neutrality (Toyota Motor Corporation, 2024b). Toyota integrates sustainability into its philosophy of continuous improvement. Consequently, organisational culture has become an important driver of environmental innovation and sustainable organisational performance.
[bookmark: _Int_469mEUa1]Despite these strengths, Toyota's organisational culture may also create challenges when responding to rapid external change. The organisation's emphasis on consensus-based decision-making through Nemawashi encourages thorough consultation and reduces the likelihood of poorly informed strategic decisions. However, achieving consensus can slow organisational responsiveness in fast-moving markets where competitors are able to introduce new technologies more quickly. This limitation became evident as competitors accelerated investment in fully electric vehicles while Toyota initially maintained a stronger strategic focus on hybrid technology. This cautious strategy reflected Toyota's belief that technological innovation should prioritise long-term reliability and customer value over rapid market expansion. Although this cautious approach reflected Toyota's long-term commitment to quality and reliability, some commentators argued that it reduced the organisation's ability to respond quickly to changing consumer preferences and the increasing demand for fully electric vehicles. Overall, Toyota demonstrates that organisational culture functions as a strategic capability that enables the organisation to adapt to external change through continuous learning, innovation and employee engagement. However, sustaining this competitive advantage will depend upon Toyota's ability to preserve its traditional cultural strengths while responding more rapidly to technological disruption, changing consumer expectations and increasing environmental pressures.
Organisational Culture as an Enabler or Barrier to Organisational Effectiveness
[bookmark: _Int_zepRaQ4S][bookmark: _Int_m7mSzciU][bookmark: _Int_kqXyXXTL]Organisational effectiveness refers to an organisation's ability to achieve its strategic objectives while maintaining efficiency, employee engagement and long-term competitiveness (Mullins and Christy, 2016). Organisational culture plays a significant role in influencing effectiveness because it shapes employee behaviour, decision-making and organisational performance. Schein and Schein (2017) argue that culture provides a framework of shared assumptions that guides how employees respond to organisational challenges and pursue common objectives. Consequently, a strong organisational culture can enhance productivity, innovation and customer satisfaction, whereas an ineffective culture may restrict organisational flexibility and reduce competitiveness. Toyota's organisational culture demonstrates both enabling and constraining characteristics; however, its emphasis on continuous improvement and employee empowerment has contributed more positively than negatively to overall organisational effectiveness. 
Toyota's culture acts primarily as an enabler of effectiveness by encouraging continuous improvement, employee involvement, and operational excellence. Through the philosophy of Kaizen, employees are expected to identify inefficiencies and suggest improvements as part of their everyday responsibilities rather than relying solely on management direction (Liker, 2021). This approach supports organisational learning and enables Toyota to improve processes incrementally, reducing waste, and increasing productivity. Bhasin (2012) argues that continuous improvement is most effective when employees actively participate in organisational problem-solving, which is reflected in Toyota's use of quality circles and collaborative decision-making. According to Monden (2011), sustained operational excellence within Toyota is achieved because continuous improvement becomes embedded within everyday employee responsibilities rather than existing solely as a management initiative. 

Employee empowerment further strengthens organisational effectiveness through the Andon system, which allows production-line employees to stop manufacturing processes immediately when quality concerns arise. Rather than viewing mistakes as individual failures, Toyota's organisational culture encourages employees to identify problems early to prevent larger operational issues. This improves product quality, reduces manufacturing defects, and reinforces customer confidence in Toyota's vehicles. In addition, Toyota's emphasis on respect for people promotes employee commitment and knowledge sharing, creating a working environment in which innovation and continuous learning become embedded within everyday organisational practices.
Despite these strengths, certain aspects of Toyota's organisational culture may limit organisational effectiveness under rapidly changing market conditions. Decision-making through Nemawashi encourages consultation and consensus before major strategic decisions are implemented. While this approach often results in carefully considered decisions and strong organisational commitment, it may reduce responsiveness when organisations must react quickly to technological change or shifting consumer expectations. Toyota's cautious approach to the transition towards fully electric vehicles illustrates this challenge. The organisation initially prioritised hybrid technology because its culture emphasised long-term reliability and incremental innovation rather than rapid technological change (Toyota Motor Corporation, 2024). Although this strategy reduced strategic risk, it also attracted criticism that Toyota had responded more slowly than some competitors to increasing demand for fully electric vehicles. Therefore, Toyota illustrates that organisational cultures built upon stability and incremental improvement may become less effective when organisations operate within industries characterised by rapid technological disruption.
[bookmark: _Int_fjVfOU3U]Overall, Toyota's organisational culture functions primarily as an enabler rather than a barrier to organisational effectiveness. Although the organisation's consensus-based decision-making and cautious approach to innovation may reduce responsiveness in certain situations, these limitations are outweighed by the significant benefits associated with continuous improvement, employee empowerment and customer-focused quality management. 
Recommendations
[bookmark: _Int_qKQ7JbAl][bookmark: _Int_OgjjdCYD]The analysis has shown that Toyota's organisational culture remains a major contributor to its long-term success through its emphasis on continuous improvement, employee empowerment and operational excellence. However, the evaluation also identified opportunities to strengthen organisational effectiveness, particularly in relation to decision-making speed and adaptation to technological change. The following recommendations are intended to build on Toyota's existing cultural strengths while still improving its ability to respond to future industry challenges (Mullins and Christy, 2016). 
One recommendation is that Toyota should improve the speed of strategic decision-making without abandoning its collaborative organisational culture. The organisation's use of Nemawashi has contributed to well-informed decisions by encouraging consultation before major changes are implemented. However, as discussed previously, this approach can reduce organisational agility when rapid responses are required in areas such as electric vehicle development and digital innovation. Toyota could address this by establishing cross-functional innovation teams with delegated decision-making authority for time-sensitive projects. This would reduce delays in strategic decision-making whilst preserving Toyota's culture of collaboration and shared responsibility. It would also allow specialists from engineering, manufacturing, and technology departments to make operational decisions more efficiently while maintaining the collaborative principles that underpin Toyota's organisational culture. Such an approach would preserve employee involvement while enabling Toyota to respond more quickly to technological developments and changing market conditions (Liker, 2021). 
A second recommendation is that Toyota should continue strengthening its culture of continuous learning by expanding employee development in emerging technologies. Although Kaizen already encourages employees to improve organisational processes, greater investment in training related to artificial intelligence, digital manufacturing and electric vehicle technologies would enhance Toyota's ability to innovate in an increasingly competitive automotive industry. Schein and Schein (2017) argue that organisational learning becomes most effective when it is embedded within an organisation's culture and shared assumptions. By developing employees technological knowledge alongside its existing commitment to continuous improvement, Toyota would strengthen its capacity to respond proactively to future industry developments while maintaining ambitious standards of quality and reliability. 
Overall, these recommendations complement Toyota's existing organisational culture rather than requiring fundamental cultural change. By improving decision-making agility and continuing to invest in employee learning, Toyota would be better positioned to respond to technological disruption while preserving the cultural values that have contributed to its long-term organisational effectiveness. Consequently, these recommendations would strengthen Toyota's competitive advantage by ensuring that its organisational culture remains both a source of operational excellence and a driver of future innovation. 
Conclusion
[bookmark: _Int_axSEjjXA][bookmark: _Int_OwJmRSOk][bookmark: _Int_GiHnQo1O]This report has critically evaluated Toyota's organisational culture and examined its influence on organisational structure, decision-making, adaptation to the external environment, and overall organisational effectiveness. By applying Schein's Three Levels of Culture, Handy's Cultural Types and Hofstede's Cultural Dimensions, the report demonstrated that Toyota's organisational culture is characterised by continuous improvement, employee empowerment, collaboration and a long-term strategic perspective. These cultural characteristics have enabled Toyota to establish a global reputation for operational excellence, product quality, and sustainable organisational performance. 
[bookmark: _Int_r3XhbjET][bookmark: _Int_a6H3L5Ov][bookmark: _Int_NWmHVPqh][bookmark: _Int_pHObfNZI]The evaluation also demonstrated that Toyota's organisational culture is closely aligned with its organisational structure and has strengthened the organisation's ability to respond to technological, environmental, and competitive pressures. However, the report also identified that practices such as Nemawashi may reduce organisational agility in rapidly changing markets, particularly when timely strategic decisions are required. Despite these limitations, the advantages of Toyota's organisational culture outweigh its challenges because they promote organisational learning, innovation, and continuous improvement. 
[bookmark: _Int_vZjXqXsw]Overall, Toyota's organisational culture functions primarily as an enabler of organisational effectiveness rather than a barrier. Its deeply embedded cultural values continue to provide a solid foundation for long-term competitiveness by supporting employee engagement, operational excellence, and strategic adaptability. 
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