    

[image: A logo of a university of wales

AI-generated content may be incorrect.]



INDIVIDUAL REPORT
Evaluating 'The Toyota Way': Organisational Culture as an Enabler and Barrier to Global Performance


Student name: CONSTANTIN SAFTA
Student number:2325737
Module code: LCLM5005
Lecture name: Dr Mustakkima Afrin



Contents
Introduction	3
The Influence of Organisational Culture on Structure and Decision Making	4
Cultural Governance of Decision-Making Processes	4
A Hybrid Organisational Structure	4
FIG.1 GANT CHART TOYOTA	5
Hoshin Kanri	5
Catchball	6
Application of Theoretical Frameworks to Identify Toyota’s Organisational Culture	6
Schein’s Three Levels of Culture	6
PESTLE Analysis of Toyota’s External Environment	8
Economic Factors	9
Social Factors	9
Technological Factors	9
Legal Factors	9
Environmental Factors	9
Organisational Culture as an Enabler and a Barrier	10
Organisational Culture as an Enabler	10
Organisational Culture as a Barrier	10
Evaluation of the Impact on Organisational Performance	11
Recommendations	11
Conclusion	11
References	12





[bookmark: _Toc235867726][bookmark: _Hlk235873152][bookmark: _Toc236334010][bookmark: _Toc236334258][bookmark: _Toc236334618]Introduction
The culture within an organisation has a substantial impact on its daily operations, the decisions it makes, and its ability to respond effectively to changing circumstances. It influences employee behaviour, leadership practices and organisational performance by establishing shared values and expectations across the organisation. A strong organisational culture can improve communication, encourage innovation and support long term business success. However, it may also create challenges if established values reduce flexibility or limit an organisation’s ability to respond to changing market conditions. In modern corporate environments, organisational culture is rarely just a backdrop. It operates as the fundamental operating system that dictates how a business functions daily. Mullins and Christy (2016) accurately capture this pervasive influence, defining culture as the way things are done around here. They note that common values and beliefs deeply impact everything from group behaviour to structural design and management control. Furthermore, as globalisation forces companies to operate across borders, managing a diverse workforce under a coherent cultural umbrella has become a critical strategic imperative.
This formal report focuses on Toyota Motor Corporation, an organisation whose very identity is synonymous with its cultural framework known globally as The Toyota Way. Unlike many Western corporations where culture is relegated to abstract mission statements produced by human resources, Toyota’s culture is a tangible, measurable force. It directly dictates factory operations, strategic pivots, and global integration. This report will critically evaluate how Toyota’s deeply entrenched values shape its structural architecture and decision-making processes. It applies established theoretical frameworks to diagnose this culture, analyses how it acts as an adaptive mechanism against external macro-environmental pressures and critically assesses whether it functions primarily as an enabler of success or a barrier to necessary change. Finally, the report offers theory-informed recommendations to optimise long-term organisational performance.
Toyota Motor Corporation provides a valuable example of how organisational culture influences business performance. Since the development of The Toyota Way, the company has built a global reputation for quality, efficiency and continuous improvement. Cultural principles such as Kaizen, Genchi Genbutsu and respect for people continue to shape Toyota’s management practices and decision-making processes across its international operations. (Mullins, L.J. and Christy, G. (2023) Management and Organisational Behaviour. 13th edn. Harlow: Pearson) (Accessed 24.07.2026)
This report examines Toyota’s organisational culture by analysing how it shapes the company’s organisational structure, decision-making processes, and overall business performance. It draws on established organisational behaviour theories, including the frameworks developed by Schein, Hofstede, and Handy, to evaluate the key characteristics of Toyota’s culture. In addition, the report explores the influence of external environmental factors through a PESTLE analysis before assessing how Toyota’s organisational culture can both support and hinder organisational success. Finally, practical recommendations are presented to strengthen Toyota’s future organisational development.
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[bookmark: _Hlk236333640][bookmark: _Toc236334011][bookmark: _Toc236334259][bookmark: _Toc236334619] How Organisational Culture Shapes Structure and Decision-Making
Organisational culture plays a central role in determining how a company is structured and how decisions are made throughout the organisation. Within Toyota, shared values influence not only employee behaviour but also communication, problem-solving, and the implementation of organisational change. Instead of relying exclusively on hierarchical authority, the company encourages collaboration and participation in decision-making, creating an environment that supports continuous improvement and long-term organisational effectiveness. (Toyota Motor Corporation (2024) Integrated Report 2024. Available at: https://global.toyota/en/ir/library/annual/)
[bookmark: _Toc236334012][bookmark: _Toc236334260][bookmark: _Toc236334620]Cultural Governance of Decision-Making Processes
Toyota’s approach to decision making reflects its commitment to employee involvement and long-term thinking. Important organisational decisions are typically developed through consultation rather than being imposed by senior management. This encourages employees to contribute their knowledge while helping to build commitment before decisions are formally implemented. As a result, decisions often require more time during the planning stage but are generally implemented more effectively because key stakeholders have already been involved in the process.
[bookmark: _Toc236334261][bookmark: _Toc236334621]A Hybrid Organisational Structure
Toyota’s organisational structure reflects a balance between formal hierarchy and employee empowerment. Although the company operates within a clearly defined organisational framework, its culture encourages employees at different levels to contribute to organisational improvement. This combination supports both operational consistency and continuous learning across the organisation.
Toyota maintains clear reporting structures and standardised procedures to ensure efficiency and quality control. Employees are expected to follow established processes, which contributes to the company’s strong reputation for reliability and operational excellence. Such standardisation is particularly important within large multinational organisations where maintaining consistency across global operations is essential. 
[bookmark: _Toc236334622]FIG.1 GANT CHART TOYOTA[image: ]
Despite its hierarchical structure, Toyota promotes employee involvement through cultural principles that encourage individuals to identify problems and suggest improvements. One important example is Jidoka, which emphasises quality at every stage of production by allowing employees to stop the production process when defects or safety concerns are
identified. Rather than viewing this as a disruption, Toyota considers employee intervention an important contribution to organisational performance. (Robbins, S.P. and Judge, T.A. (2023) Organizational Behaviour. 19th edn. Harlow: Pearson.)
This approach demonstrates how organisational culture can positively influence organisational structure. Employees are given responsibility within clearly defined systems, creating an environment where accountability and collaboration coexist. As a result, Toyota can maintain operational control while encouraging continuous improvement throughout the organisation. (Toyota Motor Corporation (2024) Integrated Report 2024. (Accessed:24.07.2026)
[bookmark: _Toc236334262][bookmark: _Toc236334623]Hoshin Kanri
Toyota also uses Hoshin Kanri as a strategic management approach that aligns organisational objectives across different levels of the company. Strategic goals are communicated throughout the organisation and translated into practical objectives for managers and employees. This process helps ensure that daily activities contribute to broader organisational priorities.
By aligning strategic objectives with operational practices, Toyota strengthens communication and coordination across departments. Hoshin Kanri therefore supports organisational effectiveness by connecting long term corporate goals with employee performance and continuous improvement initiatives.
[bookmark: _Toc236334263][bookmark: _Toc236334624]Catchball
An important feature of Hoshin Kanri is the Catchball process, which encourages communication between different organisational levels. Rather than imposing targets without consultation, managers and employees exchange feedback to ensure that organisational objectives are realistic and achievable. This collaborative approach strengthens employee engagement and improves the implementation of strategic initiatives.
The Catchball process reflects Toyota’s emphasis on teamwork and shared responsibility. It also supports a more flexible organisational structure by allowing employees to contribute their operational knowledge during strategic planning.
[bookmark: _Toc236334264][bookmark: _Toc236334625]Application of Theoretical Frameworks to Identify Toyota’s Organisational Culture
To better understand Toyota’s organisational culture, it is useful to apply established organisational behaviour theories. The models developed by Schein, Hofstede and Handy provide valuable insights into how Toyota’s cultural values influence employee behaviour, management practices and organisational performance. Applying these frameworks also helps explain how Toyota has maintained a strong organisational culture while operating across different international markets.
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FIG.2
Schein’s Three Levels of Culture offers a valuable framework for analysing Toyota’s organisational culture. The framework explains culture through three interconnected dimensions: artefacts, espoused values, and underlying assumptions. Toyota demonstrates consistency across these dimensions, helping to maintain a strong organisational identity and coherent management practices.
At the artefact level, Toyota’s culture is visible through its standardised work practices, visual management systems and collaborative working environments. Employees follow clearly defined procedures that support quality and continuous improvement. These visible elements reinforce the organisation’s commitment to efficiency and operational excellence.
Toyota’s core values are reflected in the Toyota Way, which emphasises continuous improvement together with respect for people. Principles such as Kaizen and Genchi Genbutsu encourage employees to solve problems through direct observation, practical learning, and ongoing improvement. These values influence both leadership practices and everyday decision-making throughout the organisation. (Bratton, J. (2024) Work and Organizational Behaviour. 4th edn. London: Red Globe Press.)
Toyota’s core values are reflected in the Toyota Way, which emphasises continuous improvement together with respect for people. Principles such as Kaizen and Genchi Genbutsu encourage employees to solve problems through direct observation, practical learning, and ongoing improvement. These values influence both leadership practices and everyday decision-making throughout the organisation.
[bookmark: _Toc236334266]Hofstede’s Cultural Dimensions
Hofstede’s cultural dimensions provide further insight into the influence of national culture on Toyota’s organisational practices. As a Japanese multinational company, Toyota’s organisational culture reflects several characteristics commonly associated with Japanese business practices while also adapting to international contexts. (Daft, R.L. (2023) Organization Theory and Design. 14th edn. Boston: Cengage Learning.)
Toyota places significant emphasis on teamwork and collective responsibility. Decision making processes often involve consultation and collaboration, which reflects collectivist cultural values. This approach contributes to employee engagement and supports effective communication across organisational levels.
Toyota also demonstrates high levels of uncertainty avoidance through its commitment to standardised procedures and quality management systems. Detailed operational processes help minimise risks and ensure consistency across global manufacturing operations. Although this approach supports reliability, it may also reduce organisational flexibility in rapidly changing environments. (Daft, R.L. (2023) Organization Theory and Design. 14th edn. Boston: Cengage Learning.)(Accesset 24.07.2026)
Toyota combines high performance expectations with strong employee support systems. While the organisation promotes efficiency and continuous improvement, it also emphasises long term employee development and teamwork. This balance has contributed to Toyota’s ability to maintain both productivity and organisational stability.
[bookmark: _Toc236334267]Handy’s Cultural Types
Handy’s cultural typology suggests that organisations may exhibit characteristics of different cultural types depending on their structure and management practices. Toyota demonstrates elements of both Role Culture and Task Culture.
Toyota largely reflects the characteristics of a Role Culture through its formal organisational structures, clearly defined responsibilities and standardised procedures. Employees understand their roles and are expected to follow established processes that support organisational consistency and quality management. (Johnson, G., Scholes, K., Whittington, R. and Angwin, D. (2023) Exploring Strategy. 13th edn. Harlow: Pearson.)(Accessed24.07.2026)
At the same time, Toyota demonstrates aspects of a Task Culture when addressing organisational problems or developing new projects. Cross functional collaboration allows employees from different departments to work together to improve products and operational processes. This flexibility supports innovation while maintaining organisational stability. (Toyota Motor Corporation (2024) Integrated Report 2024. Available at: https://global.toyota/en/ir/library/annual/)
The application of these theoretical frameworks demonstrates that Toyota’s organisational culture is both highly structured and adaptable. The organisation’s cultural strength has contributed significantly to its global success. However, some of its cultural characteristics, particularly its preference for consensus and standardisation, may create challenges when rapid organisational change is required.
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[bookmark: _Toc236334627]PESTLE Analysis of Toyota’s External Environment
The PESTLE framework helps evaluate the external forces that shape organisational performance and strategic choices. Toyota conducts its business across diverse international markets, meaning its operations are influenced by political, economic, social, technological, legal, and environmental developments. Its organisational culture enables the company to respond effectively to these external pressures by promoting adaptability, innovation, and well-informed decision-making. (Johnson, G., Scholes, K., Whittington, R. and Angwin, D. (2023) Exploring Strategy. 13th edn. Harlow: Pearson.)
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FIG.4
Political Factors
Political factors continue to influence Toyota’s global operations. Government policies, international trade regulations and incentives for sustainable technologies affect manufacturing decisions and long-term investment strategies. In response to changing political priorities, Toyota has expanded production in several international markets while increasing investment in electric vehicle manufacturing. The company’s strong organisational culture supports these changes by aligning strategic decisions with external political requirements.
[bookmark: _Toc236334628]Economic Factors
Economic conditions such as inflation, fluctuations in production costs and supply chain disruptions create ongoing challenges for global manufacturers. Toyota addresses these pressures through efficient production systems, waste reduction and long-term relationships with suppliers. Its commitment to continuous improvement enables the organisation to maintain operational stability even during periods of economic uncertainty. However, recent disruptions have demonstrated that Toyota must continue adapting its production strategies to remain competitive in an increasingly volatile global economy. (Toyota Motor Corporation (2024) Sustainability Data Book 2024. Available at: https://global.toyota/en/sustainability/report/sdb/)
[bookmark: _Toc236334629]Social Factors
Changing consumer expectations continue to influence the automotive industry. Growing environmental awareness and changing attitudes towards vehicle ownership have encouraged Toyota to invest in sustainable mobility solutions alongside traditional vehicle manufacturing. These developments demonstrate the company’s ability to adapt its products while remaining consistent with its long-term organisational values. (Toyota Motor Corporation (2024) Integrated Report 2024. Available at: https://global.toyota/en/ir/library/annual/)
[bookmark: _Toc236334630]Technological Factors
Rapid technological developments present significant challenges for Toyota. Progress in areas such as electric vehicles, battery innovation, and artificial intelligence requires the company to adapt and invest in continuous innovation. Although Toyota’s long-standing focus on quality and risk management has supported dependable product development, this careful approach can sometimes slow the company’s response to fast-changing technologies within the automotive sector. (Toyota Motor Corporation (2024) Corporate Governance. Available at: https://global.toyota/en/company/governance/)
[bookmark: _Toc236334631]Legal Factors
As a global manufacturer, Toyota is required to comply with numerous international laws and regulations covering product safety, environmental protection, and employment practices. Its emphasis on standardised processes and quality management helps maintain legal compliance. However, recent certification and regulatory issues have demonstrated the importance of strengthening governance, improving oversight, and responding quickly to evolving legal requirements. (Toyota Motor Corporation (2024) Corporate Governance. Available at: https://global.toyota/en/company/governance/)
[bookmark: _Toc236334632]Environmental Factors
Environmental sustainability has become a strategic priority for the global automotive industry. Governments and consumers increasingly expect manufacturers to reduce emissions and develop cleaner technologies. Toyota has responded by investing in hybrid, electric and hydrogen powered vehicles. This approach reflects the organisation’s long-term orientation while supporting its commitment to sustainable business practices.Overall, the PESTLE analysis demonstrates that Toyota operates within a rapidly changing external environment. Although its organisational culture provides stability and supports long term planning, maintaining competitiveness will require continuous adaptation to technological, environmental and political change. ( oyota Motor Corporation (2024) Sustainability Data)
[bookmark: _Toc236334633]Organisational Culture as an Enabler and a Barrier
Organisational culture can significantly influence organisational performance by improving communication, employee engagement and operational efficiency. At the same time, strong organisational cultures may also create barriers when organisations need to adapt quickly to changing market conditions. Toyota demonstrates both the strengths and potential limitations of a well-established organisational culture.
[bookmark: _Toc236334634]Organisational Culture as an Enabler
One of Toyota’s greatest strengths is its commitment to continuous improvement. The principle of Kaizen encourages employees to identify problems and contribute to organisational development. By viewing mistakes as opportunities for learning, Toyota has developed a culture that supports innovation through gradual improvement rather than dramatic organisational change. Toyota also places considerable emphasis on employee involvement and long-term development. Employees are encouraged to participate in decision making processes and contribute to quality management initiatives. This creates stronger organisational commitment while supporting knowledge sharing across different levels of the company.
Another important advantage is Toyota’s long-term approach to supplier relationships. Rather than focusing exclusively on short term financial performance, the organisation emphasises collaboration and mutual development. These partnerships strengthen operational resilience and improve supply chain performance during periods of uncertainty.
[bookmark: _Toc236334635]Organisational Culture as a Barrier
Despite these strengths, Toyota’s organisational culture also presents several challenges. Consensus based decision making contributes to effective implementation but may reduce organisational agility when rapid responses are required. In highly competitive industries, slower decision making can delay innovation and reduce opportunities to respond quickly to changing market conditions.
Toyota has traditionally excelled in continuous improvement through incremental innovation. However, rapid developments in electric vehicles and digital technologies require organisations to respond more quickly than in the past. The company’s cautious approach may occasionally reduce its ability to compete with organisations that adopt more aggressive innovation strategies.
Toyota’s emphasis on hierarchy and respect for authority may also discourage employees from openly challenging management decisions. Although collaboration remains an important cultural value, organisations with strong internal consensus should continue encouraging constructive criticism and open communication to reduce organisational risk.
Overall, Toyota’s organisational culture remains one of its greatest competitive advantages. Nevertheless, maintaining an appropriate balance between cultural stability and organisational flexibility will be essential for future success.
[bookmark: _Toc236334636]Evaluation of the Impact on Organisational Performance
Toyota’s organisational culture has made a substantial contribution to the company’s long-term success. The principles of continuous improvement, employee involvement and quality management have strengthened operational efficiency while helping Toyota establish a strong global reputation for reliability and customer satisfaction.
However, long term organisational performance depends not only on maintaining existing strengths but also on adapting to changing business environments. Increasing competition within the electric vehicle market demonstrates that organisations must combine operational excellence with greater strategic flexibility. Toyota’s future competitiveness will therefore depend on its ability to preserve its cultural identity while responding more effectively to technological disruption and changing customer expectations.
[bookmark: _Toc236334637]Recommendations
Toyota should increase organisational flexibility within innovation activities by establishing project teams with greater decision-making autonomy. This would allow the organisation to accelerate the development of emerging technologies while maintaining the quality standards associated with The Toyota Way.
Toyota should continue strengthening transparency and open communication across all organisational levels. Encouraging employees to report concerns, challenge existing practices and contribute new ideas would improve organisational learning while reducing operational risk. This recommendation supports Toyota’s commitment to continuous improvement while promoting greater adaptability.
Together, these recommendations would strengthen Toyota’s ability to respond to future challenges without undermining the cultural values that have contributed to its long-term success.
[bookmark: _Toc236334638]Conclusion
This report has demonstrated that organisational culture is a key factor influencing organisational structure, decision-making, and long-term business performance. The analysis of Toyota shows that a well-developed organisational culture can strengthen operational efficiency, encourage employee involvement, and support sustainable competitive advantage. Through its emphasis on continuous improvement, teamwork, and quality management, Toyota has established a culture that contributes to consistent organisational performance while maintaining high standards across its global operations.

The application of Schein’s Three Levels of Culture, Hofstede’s Cultural Dimensions, and Handy’s Cultural Types provided a comprehensive understanding of the factors shaping Toyota’s organisational culture. These frameworks highlight that Toyota’s success is not based solely on technology or manufacturing expertise but also on shared values, leadership practices, employee commitment, and a strong organisational identity. The company’s collaborative approach to decision-making and continuous learning has enabled it to remain competitive in an increasingly demanding global market.

The PESTLE analysis further demonstrated that external factors, including political, economic, social, technological, legal, and environmental changes, continue to influence Toyota’s strategic decisions. Rapid technological innovation, evolving environmental expectations, and increasingly complex legal requirements require the organisation to remain flexible while preserving the core values that have supported its long-term success. Although Toyota’s structured management approach provides stability and reliability, maintaining an appropriate balance between standardisation and adaptability will become increasingly important as the automotive industry continues to evolve.

Overall, Toyota’s organisational culture remains one of its greatest strategic strengths. However, future success will depend on the company’s ability to combine its traditional commitment to quality, efficiency, and continuous improvement with greater organisational flexibility, innovation, and responsiveness to change. By maintaining this balance, Toyota will be well positioned to sustain its competitive advantage, strengthen stakeholder confidence, and achieve long-term organisational growth in an increasingly dynamic global business environment.
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