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1. Introduction
Organisational culture refers to the set of beliefs and assumptions influencing how organisations operate and enact their strategies. It impacts employee behaviour, leadership, decision-making and organisational performance. Strong organisational cultures align employees towards shared values and goals, improving coordination, efficiency and long-term performance (Schein and Schein, 2021). However, overly rigid cultures can stifle innovation and organisational adaptability (Mullins and Christy, 2016). When supportive of organisational strategy and excellence, organisational culture represents a source of sustainable competitive advantage (Barney, 1991).
Toyota Motor Corporation is renowned for its unique organisational culture, embedded within guiding principles known as The Toyota Way. Toyota Production System (TPS) principles such as Kaizen (continuous improvement), Respect for People, Genchi Genbutsu ("go and see"), and collaborative problem-solving have driven excellent standards of efficiency, quality and customer value whilst promoting organisational learning, empowerment and continuous improvement (Liker, 2021; Womack, Jones and Roos, 1990).
Founded in 1937, Toyota operates within an automotive industry undergoing significant disruption from electrification, battery technology, AI and other digital innovations, as well as sustainability concerns. Japanese automakers now face increased competition from EV leaders such as Tesla, posing serious threats to Toyota's market share. Rapidly evolving customer needs and technologies require greater organisational agility and faster decision-making, calling into question Toyota's traditional consensus-based decision-making process (Johnson, Scholes and Whittington, 2020; Porter, 1985).
This report will explore how organisational culture impacts Toyota's decision-making process and organisational structure. Applying Schein's Three Levels of Culture, Hofstede's Cultural Dimensions and Handy's Cultural Types will determine Toyota's prevailing organisational culture. The report will also assess how Toyota utilises its culture to respond to external environmental pressures, analyse whether its organisational culture enables or hinders organisational effectiveness and make recommendations to strengthen competitiveness in the future.
2. Organisational Culture and its Influence on Toyota's Structure and Decision-Making
Organisational culture refers to guiding values and assumptions that influence employee behaviour, decision-making and leadership. Schein and Schein (2021) argue culture creates "shared expectations that guide behavior" within organisations, while Mullins and Christy (2016) suggest organisational culture determines formal reporting lines and how objectives are met. These characteristics ultimately contribute to organisational success over time when embraced as a source of competitive advantage (Barney, 1991).
Toyota prides itself on maintaining a strong organisational culture centred around The Toyota Way and TPS. Principles such as Kaizen, Respect for People and Genchi Genbutsu have guided its decision-making since the company's inception. Through continuous improvement practices, employee empowerment, knowledge sharing and management-led problem-solving, Toyota has maintained its position as a market leader by promoting innovation, efficiency and long-term sustainable value creation (Liker, 2021; Nonaka and Takeuchi, 1995). Research shows that successful lean organisations depend on supportive organisational cultures as well as technical components and employee involvement (Bortolotti, Boscari and Danese, 2015).
Leading by example is also an essential part of Toyota's culture, captured by the philosophy Genchi Genbutsu. Instead of receiving problem reports from subordinates, managers will "go and see" the situation first-hand to understand how they can help. Through observation and thoughtful questioning, managers develop informed solutions while empowering employees and fostering a culture of accountability (Toyota Motor Corporation, 2025; Liker, 2021). Such management practices have cascaded throughout the organisation over time, shaping Toyota's organisational structure.
Although Toyota operates under a formal hierarchical structure, much decision-making authority is pushed down to employees on the shop floor. Self-management teams are responsible for meeting production targets and maintaining product quality. When defects are detected, employees can stop the production line through Andon, signalling shared responsibility towards quality (Liker, 2021; Womack, Jones and Roos, 1990).
One example of Toyota's decision-making practice is the Ringi system. This system allows for decisions to be consulted at all organisational levels before implementation. By discussing proposed decisions with employees that will be affected, Toyota fosters knowledge sharing, employee buy-in and organisational learning with the aim of continuous improvement (Schein and Schein, 2021; Nonaka and Takeuchi, 1995).
Toyota faces risk of slower decision-making due to its consensus-based approach. Agile decision-making is required to stay competitive in rapidly changing industries, and slow decision-making can hinder progress. Recently, Toyota has faced stiffer competition from rivals such as Tesla and BYD. Although these companies have been criticised for their leadership practices, Toyota has been criticised for responding too slowly to the EV market and battery technology. The need to balance employee collaboration with speedy decision-making is crucial (Johnson, Scholes and Whittington, 2020; Porter, 1985).
In summary, Toyota's organisational culture directly influences decision-making practices and the organisational structure. Its culture of teamwork, empowerment and continuous improvement have enabled Toyota to strengthen competitive advantage over time. While its culture has served as a long-term strength, it must address decisions regarding agility to avoid losing competitive share to rapidly changing competitors.
3. Identifying Toyota's Organisational Culture Using Theoretical Models
To understand Toyota's organisational culture, researchers can reference established models of organisational culture. By applying Schein's Three Levels of Culture, Hofstede's Cultural Dimensions and Handy's Four Culture Types to Toyota, we can clearly identify its organisational culture. Throughout this section, you will see that Toyota has cultivated a culture focused on continuous improvement, respect for people, teamwork and long-term thinking.
3.1 Schein's Three Levels of Culture
Edgar Schein developed one of the most comprehensive models of organisational culture. According to Schein and Schein (2021), organisational culture consists of three intertwined levels: artifacts, espoused values and underlying assumptions.
Observable artifacts at Toyota include the Toyota Production System (TPS), Andon system, quality circles, standardized work and steady pace working. These practices promote teamwork, discipline and employee involvement while increasing quality and operational efficiency (Liker, 2021; Womack, Jones and Roos, 1990).
Toyota's espoused values include continuous improvement, respect for people, teamwork, standardized work and long-term thinking. These principles are embedded in The Toyota Way and have driven decisions relating to sustainability initiatives, digital transformation, supply chain resilience and continuous improvement (Toyota Motor Corporation, 2025).
The third level of culture consists of underlying assumptions. At Toyota, these include beliefs that processes can always be improved, quality is not compromised, and everyone is responsible for problem-solving. These assumptions have driven Toyota to empower employees while also reinforcing its commitment to learning organisation practices (Nonaka and Takeuchi, 1995; Schein and Schein, 2021). Toyota's culture has remained consistent over the years, although the growth of international subsidiaries may require adapting leadership styles to fit regional cultures (Mullins and Christy, 2016).
3.2 Hofstede's Cultural Dimensions
Geert Hofstede's cultural dimensions theory analyses organisational culture according to national culture. Toyota shares many of the same characteristics associated with Japanese culture, such as collectivism, long-term orientation and high uncertainty avoidance (Hofstede, 2001).
Toyota demonstrates collectivism through its commitment to teamwork and decision-making practices. In contrast, high uncertainty avoidance can be seen through its emphasis on standardized work and quality management. Finally, long-term orientation is demonstrated through substantial investments in electrification and hydrogen fuel cells despite recent profits taking a hit. Toyota focuses on long-term sustainable value creation over short-term profitability (Toyota Motor Corporation, 2025; Johnson, Scholes and Whittington, 2020).
3.3 Handy's Four Culture Types
Charles Handy categorises organisational cultures into four types: Power, Role, Task and Person Culture. Upon evaluation, Toyota exhibits characteristics of both Role Culture and Task Culture, with Task Culture being predominant.
Role culture is apparent in Toyota's rigid hierarchy and standardised practices. Task Culture exists within teams where employees collaborate to solve problems, reflecting mutual respect towards employee involvement. This type of participative culture supports knowledge sharing, collaboration and continuous improvement practices (Liker, 2021; Senge, 2006). However, participative decision-making can prove to be a risk if agility is sacrificed. In today's highly competitive automotive market, Toyota must retain aspects of its culture while embracing faster decision-making where necessary (Porter, 1985; Johnson, Scholes and Whittington, 2020).
Toyota's Prevailing Organisational Culture
After reviewing three separate models of organisational culture, we can conclude that Toyota maintains a culture centred around principles of The Toyota Way. Toyota's culture promotes continuous improvement, employee empowerment, teamwork and long-term strategic thinking. Schein's model uncovers how Toyota's values influence behaviour, Hofstede demonstrates the influence of Japanese culture on decision-making, and Handy confirms that Toyota exhibits characteristics of Task Culture.
4. How Toyota Leverages Its Organisational Culture to Adapt to External Environmental Influences
The business environment consists of external influences which organisations respond to. These influences include technological advancements, changing customer needs, sustainability concerns, regulations and global competition (Johnson, Scholes and Whittington, 2020). Adaptive cultures can respond to these influences better than their rigid counterparts (Denison, 1990). Toyota has adapted to external influences through its strong culture of continuous improvement. By empowering employees to identify inefficiencies and suggest improvements, Toyota ensures quality through processes such as Jidoka while implementing employee suggestions for innovation.
Continuous improvement not only increases operational efficiency but strengthens organisational learning through knowledge creation and sharing. Toyota has empowered employees at all levels to share ideas and suggestions for process improvement. While management coaches’ employees on the shop floor, many improvements are employee-driven, supporting workplace innovation (Liker, 2021; Womack, Jones and Roos, 1990; Nonaka and Takeuchi, 1995). Similarly, research shows companies that succeed at implementing lean practices focus on people as well as technical aspects of the system (Bortolotti, Boscari and Danese, 2015).
Tesla poses a serious threat to Toyota's dominance in the automotive industry, especially with advancements in battery technology and autonomous driving. In response to growing competition, Toyota has continued making substantial investments in multiple technologies to achieve carbon neutrality. Toyota is not rushing into one technology and instead has diversified its bet with hybrid, battery-electric vehicles and hydrogen fuel cells (Toyota Motor Corporation, 2025).
Toyota has leveraged its strong supplier relationships and culture of continuous improvement to navigate supply chain issues faster than many competitors. By treating suppliers as partners instead of exclusively business-related interactions, Toyota was able to weather the pandemic and global semiconductor shortage better than most organisations (Liker, 2021; Barney, 1991).
Sustainability concerns are a rising influence that Toyota has embraced through cultural values. Instead of introducing separate initiatives for sustainability, Toyota incorporates sustainability into its business practices through investments in carbon reduction and hydrogen vehicles (Toyota Motor Corporation, 2025). Like previous examples, embracing environmental concerns through existing culture allows Toyota to respond to influences while staying aligned with core values.
Tesla may have accelerated the speed to which Toyota pushes battery technology, but overall Toyota has effectively used its culture to adapt. Through empowering employees, maintaining strong stakeholder relationships and staying aligned with core values, Toyota has shown resilience when faced with environmental influences. If Toyota wishes to remain competitive in the future, it should continue leveraging its culture of continuous improvement, adaptability and employee empowerment.
5. Is Toyota's Organisational Culture an Enabler or a Barrier to Organisational Effectiveness? 
Culture impacts organisational effectiveness by influencing factors such as decision-making, employee engagement, innovation and performance. When embedded and aligned around a shared mission, strong organisational culture can become a competitive advantage that drives coordination, efficiency and organisational success (Cameron and Quinn, 2011). However, organizational culture can become a barrier to organisational effectiveness if it is not responsive to changes in the external environment (Schein and Schein, 2021).
One of the many strengths of Toyota's culture is its emphasis on Kaizen. Employees at every level are encouraged to help improve processes and suggest innovative ideas. From this practice, Toyota has sustained high levels of efficiency and quality while empowering employees to actively participate in learning organisations (Liker, 2021; Womack, Jones and Roos, 1990). Toyota creates a sustainable competitive advantage through continuous learning and knowledge creation (Nonaka and Takeuchi, 1995). Research shows that employee involvement is crucial to successful lean organisation implementation (Bortolotti, Boscari and Danese, 2015).
Alongside continuous improvement, Toyota motivates and empowers employees through its Respect for People principle. Managers are encouraged to lead by example while empowering employees to identify opportunities for improvement. By trusting employees, knowledge sharing is promoted, and employees feel comfortable participating in problem-solving activities (Schein and Schein, 2021). Empowered employees support innovation while reinforcing Toyota's lean management principles.
Practices such as Genchi Genbutsu, quality circles and the Ringi decision-making process have increased knowledge sharing across all organisational levels. Employees at Toyota are involved in decisions that affect them which has increased Toyota's reputation as a leading competitor. Competitive advantage is achieved when organisations develop rare resources that are difficult to imitate (Toyota Motor Corporation, 2025; Barney, 1991).
While Toyota's culture is largely enabling of organisational success, competitiveness is threatened when organisational agility is sacrificed. In industries with rapid technological change, slower decision-making can be a barrier to responding to changes. Although Toyota has been effective at implementing innovations, some stakeholders believe it has been slow to commit to its BEV strategy due to competitive pressures from Tesla and BYD (Johnson, Scholes and Whittington, 2020). According to Kotter (2012), successful leaders must balance planning with urgency. Toyota can improve competitiveness by allowing teams to make decisions related to innovation rather than consulting all levels like the Ringi process requires.
Although fostering a culture of continuous improvement has enabled long-term success, Toyota must also allow for more radical innovations. Risk-taking can induce failures, but it can also produce breakthroughs that lead to innovation. Today's business environment requires organisations to balance both continuous improvement and innovations that can disrupt industries (Porter, 1985). Denison (1990) stated that organizations with adaptive cultures were able to respond to changes in the external environment while still maintaining high levels of effectiveness.
As an international corporation, Toyota will encounter cultures that may not identify with The Toyota Way of thinking. Senior management should adapt their leadership style to align with the culture of the region they are in. By adapting to employee needs and expectations, Toyota will increase employee engagement (Hofstede, 2001; Mullins and Christy, 2016).
Toyota's culture enables organisational effectiveness by empowering employees and promoting continuous learning. Although there are areas of improvement, Toyota's strong culture has been a major source of competitiveness. In the future, Toyota should adapt to changes in the external environment by allowing for more flexibility and risk-taking while maintaining core principles.
6. The Impact of Organisational Culture on Toyota's Performance and Recommendations 
Culture influences employee behaviour, decision-making and long-term organisational performance. According to Barney (1991), organisations achieve competitive advantage when their culture is rare, valuable, and difficult to imitate. At Toyota, the Toyota Production System (TPS) and The Toyota Way have given the organisation a competitive edge over others. Although the automotive industry is constantly changing, Toyota must retain its core principles while adapting to changes in the external environment (Schein and Schein, 2021).
One way Toyota's culture has increased performance is through continuous improvement. By empowering employees to contribute ideas that better the company, Toyota ensures high quality through processes like Jidoka. Continuous improvement has allowed Toyota to decrease waste while increasing efficiency and quality throughout operations (Liker, 2021; Womack, Jones and Roos, 1990). Employees also feel engaged because their ideas are valued and implemented which promotes organisational learning.
Employees at Toyota feel engaged because of the company's respect for people principle. Instead of forcing employees to follow arbitrary rules, Toyota guides employees with leadership that leads by example. Employees will feel motivated to contribute ideas and work efficiently because they trust their employer which reinforces Toyota's philosophy (Schein and Schein, 2021). Denison (1990) found that organisations that involved their employees, remained adaptable and had a shared purpose viewed higher levels of effectiveness.
Investing in research and development has allowed Toyota to stay committed to long-term goals while adapting to changes in the business environment. Whether it's digital manufacturing, artificial intelligence or low-emission vehicles, Toyota continues to invest in technologies that will ensure a sustainable future (Toyota Motor Corporation, 2025). Porter (1985) stated that to remain competitive, organisations must make investments that will ensure long-term success.
Toyota could be viewed as adaptable because it continues to make investments that ensure a long-term competitive advantage. However, the company could respond to changes in the external environment faster. By delegating decision-making authority to teams instead of consulting all levels, Toyota can make decisions rapidly while maintaining employee involvement (Johnson, Scholes and Whittington, 2020). According to Kotter (2012), successful leaders should not only create plans, but they should also establish a sense of urgency.
Although Toyota has empowered and engaged employees, additional investments should be made to ensure employees can handle tasks of the future. Automation and AI will play major roles in Toyota's manufacturing processes, and employees should be trained on digital skills and leadership. By developing employees and encouraging a learning organisation, Toyota can adapt to changes while remaining competitive (Senge, 2006; Denison, 1990).
Recommendation 1: Increase Organisational Agility
To increase competitiveness, Toyota should allow teams to make decisions related to innovation rather than consulting every level. This will increase organizational agility while maintaining employee involvement (Johnson, Scholes and Whittington, 2020; Kotter, 2012).
Recommendation 2: Invest in Digital Training
Toyota should continue making investments in digital training and leadership development. Digital skills should be taught to ensure Toyota's employees are capable of handling tasks soon.
Recommendation 3: Improve Cross-cultural Leadership
Top management should focus on improving their leadership styles to align with the culture where they are situated. Employees will have increased job satisfaction when companies adapt to their needs.
Toyota's culture has allowed it to achieve and maintain a competitive advantage. Its culture of continuous improvement, respect for employees and emphasis on long-term thinking has allowed the company to outperform competitors. Toyota should retain its core principles while adapting to changes in the external environment by implementing recommendations mentioned above.
7. Conclusion
The culture of an organisation can help determine its leadership styles, decision-making practices and long-term performance. Toyota has established a strong organisational culture derived from principles known as The Toyota Way. By empowering employees and promoting continuous learning, Toyota has sustained high levels of quality, efficiency and customer satisfaction. The analysis of Toyota's organisational culture using Schein's three levels, Hofstede's Cultural Dimensions and Handy's Four Culture Types concluded that Toyota's culture is characterized by employee empowerment, teamwork, organisational learning and long-term thinking.
Toyota adapts to changes in the business environment by empowering employees while staying committed to core values. Practices such as continuous improvement have allowed Toyota to rapidly respond to environmental changes by sharing knowledge across all organisational levels. The report went on to show that culture serves as an enabler to organisational effectiveness at Toyota. However, the company could become more competitive by responding to changes in the external environment with greater urgency. Recommendations for the company included increasing organisational agility, investing in digital training, and adapting leadership styles to regional cultures. By adapting to changes while maintaining established principles, Toyota will continue being a dominant competitor.
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