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1. [bookmark: _Toc227519520]Introduction 
Organisational culture plays an important role in shaping how businesses operate, influencing decision-making, employee motivation, and overall strategic direction. This becomes even more critical in multinational organisations, where a strong and consistent culture helps guide behaviour across different countries and contexts. Toyota is a clear example of a company where culture is deeply embedded in its operations, particularly through its focus on continuous improvement and shared responsibility among employees. This report draws on the work of Mullins and Christy (2016), who highlight the significance of different cultural layers in understanding organisational behaviour. Using Schein’s Model of Organisational Culture, the report analyses Toyota’s visible practices, underlying values, and core assumptions. It explores how these cultural elements support Toyota in maintaining high levels of efficiency, responding to external pressures, and adapting to global challenges. At the same time, the analysis considers possible limitations of such a strong culture, especially in a rapidly changing business environment. The report concludes by providing evidence-based recommendations aimed at improving Toyota’s cultural effectiveness and ensuring it remains competitive in the global market.
2. [bookmark: _Toc227519521]Organisational Culture of Toyota 
Toyota’s organisational culture is widely regarded as one of the strongest in the global automotive industry. It is based on the Toyota Production System, which combines technical processes with shared values to create a consistent way of working. According to Liker (2021), two core principles sit at the centre of this culture: kaizen, meaning continuous improvement, and respect for people. These principles are not abstract ideas but are embedded in everyday practices, shaping how employees think, behave and contribute to organisational goals.
Kaizen encourages employees at all levels to identify problems, suggest improvements and take responsibility for refining processes. This creates an active and engaged workforce rather than a passive one. Employees are expected to look for small improvements in their daily work, which over time leads to significant gains in efficiency and quality. Ohno (2019) explains that this focus on continuous improvement is a key reason for Toyota’s long term success, helping the company maintain high standards across its global operations. 
The principle of respect for people is based on trust, teamwork and employee involvement. Toyota believes that employees closest to the work understand it best, so they are encouraged to identify problems and suggest solutions. A clear example is the authority given to frontline workers to stop production when defects are found. Liker and Convis (2020) explain that this shows quality is prioritised over speed and that employees are trusted with important decisions. This approach improves motivation, strengthens accountability and enhances collaboration across teams.
Toyota’s culture is influenced by broader Japanese values such as collectivism, harmony and long term thinking. These values promote cooperation and shared goals rather than individual achievement. Hofstede (2011) explains that Japan’s high uncertainty avoidance leads organisations to rely on structure, clear rules and standardised processes, which is reflected in Toyota’s careful and systematic decision making. While this improves stability and reduces risk, it can also slow responses in fast changing environments. Meyer (2014) adds that indirect communication in Japanese organisations supports harmony but may limit open discussion and delay urgent decisions.
A key strength of Toyota’s culture is how it is maintained and transferred across the organisation. The company invests heavily in training and induction programmes to ensure employees understand the Toyota Way. This helps create consistency across different countries and operations. Leaders also play an important role in reinforcing culture by acting as role models and demonstrating expected behaviours.
One important leadership practice is genchi genbutsu, meaning “go and see”. This requires managers to observe problems directly rather than relying on reports. Toyota’s culture is deeply embedded and strongly influences how the organisation operates. It supports efficiency, quality and continuous improvement, while also creating some limitations in speed and flexibility in certain situations.
3. [bookmark: _Toc227519522]How Organisational Culture Shapes Structure and Decision‑Making 
Toyota’s organisational culture has a strong impact on how the company is structured and how decisions are made. The company uses a hybrid structure that combines clear hierarchy with a level of decentralisation. This reflects its cultural focus on discipline, accountability and employee involvement. Decision making is often placed close to the operational level, where employees can directly see problems and suggest improvements. This supports Toyota’s focus on quality, efficiency and continuous improvement.

At the operational level, Toyota uses a team based approach where small groups work together to manage production. This fits with the company’s emphasis on teamwork and shared responsibility. Employees are expected to take part in problem solving, share ideas and contribute to improving processes. Nguyen and Watanabe (2022) argue that this type of structure improves performance because it encourages coordination and builds a sense of ownership among employees. As a result, workers feel more responsible for outcomes and are more engaged in their roles.

Decision making at Toyota is also shaped by its culture, especially through a process known as nemawashi. This involves informal discussions and consultation before any formal decision is made. It ensures that different views are considered and that there is agreement before action is taken. Liker and Convis (2020) explain that this reduces resistance because employees understand and support decisions from the beginning. It also reflects Toyota’s belief that strong decisions come from shared input rather than individual authority.

However, this approach can also create challenges. Reaching agreement takes time, which can slow down decision making in fast moving situations. This became clear during the recall crisis between 2009 and 2010, when Toyota was criticised for responding slowly to safety issues. Kingston (2018) suggests that this delay was partly linked to the company’s focus on careful consultation and maintaining harmony, rather than acting quickly.

Toyota’s structure also shows its focus on consistency and reducing risk. The company uses standardised processes, clear procedures and visual management systems to keep operations stable. Hofstede (2011) highlights that Japan has a high level of uncertainty avoidance, which helps explain Toyota’s focus on control and predictability. These systems help maintain quality across global operations but can also limit flexibility when quick changes are needed.
[bookmark: _Toc227451408][bookmark: _Toc227519523]Even with a clear hierarchy, Toyota gives employees a high level of responsibility at the operational level. Workers have the authority to stop production if they find a problem, which shows trust and reinforces accountability. This supports the idea that quality is everyone’s responsibility and not just management’s role.
[bookmark: _Toc227451409][bookmark: _Toc227519524]Toyota’s culture strongly shapes its structure and decision making. It promotes teamwork, shared responsibility and careful planning, which supports high quality performance. At the same time, these strengths can become limitations when the company needs to respond quickly or adopt more radical changes.
4. [bookmark: _Toc227519525]Relevant Frameworks and Model
Schein’s organisational culture model helps explain how Toyota’s culture influences both its structure and decision making. By looking at artefacts, espoused values and underlying assumptions, it is clear that Toyota’s way of working is closely connected to its cultural foundations rather than being purely a management choice.

At the level of artefacts, Toyota’s structure can be seen through its standardised processes, team based work and visual management systems. Tools such as Andon boards, structured problem solving methods and clear production routines are all visible parts of daily operations. These elements show discipline and consistency, but Schein (2017) explains that artefacts on their own do not fully explain behaviour. They are only surface level signs of deeper cultural ideas. This is supported by Bortolotti et al. (2021), who argue that systems like standard work charts and Andon are not just operational tools but reflect deeper values embedded in Toyota’s culture.

At the level of espoused values, Toyota strongly promotes continuous improvement and respect for people. These values shape how the organisation is structured, encouraging teamwork, employee involvement and shared responsibility. The structure allows decentralised problem solving within a wider hierarchical system. Hines et al. (2020) note that when values and structure are aligned, employees have clearer guidance, which improves performance and coordination. However, Schein also highlights that stated values do not always match actual behaviour. This can be seen during Toyota’s recall crisis, where the company’s focus on quality and openness appeared inconsistent with slow decision making and risk avoidance in practice.

The deepest level, underlying assumptions, has the strongest influence on Toyota’s culture. One key assumption is that employees are capable of identifying and solving problems. Another is that quality is a shared responsibility across all levels of the organisation. These beliefs support decentralised authority, where frontline workers can stop production if issues arise. Netland and Powell (2022) suggest that these assumptions are central to Toyota’s ability to learn and remain resilient across global operations. However, they can also create limitations. A strong belief in consensus and careful analysis can slow down decision making, especially in fast changing environments where speed is important.

Schein’s model shows that Toyota’s strength comes from the alignment between what is visible, what is stated and what is deeply believed. The structure of the organisation reflects its culture rather than existing separately from it. However, this same alignment can also create challenges. Deeply embedded assumptions support stability and high quality, but they can reduce flexibility and slow responses when rapid change is needed.

In this way, Schein’s framework helps explain both why Toyota performs so strongly and why it may struggle in situations that require faster or more radical decision making.
5. [bookmark: _Toc227519526]Organisational Culture and Adaptation to the External Environment 
Toyota operates in a fast changing global environment that is influenced by rapid technological development, stricter regulations and changing customer expectations. In this context, organisational culture is important because it helps the company adapt to external pressures while still maintaining long term stability. Key values such as continuous improvement, teamwork and long term thinking give Toyota a stable foundation, but they also shape how the company responds to change.

One of the main ways Toyota deals with external challenges is through continuous improvement, known as kaizen. This encourages employees to constantly look for problems, suggest improvements and refine processes. It creates a structured way of improving operations step by step rather than through sudden changes. Cusumano (2020) explains that this approach to gradual innovation has helped Toyota stay competitive because it allows the company to adjust to market changes while maintaining quality and reliability.

Toyota’s culture also helps the company remain stable during crises. The organisation has managed to continue operating effectively during supply chain disruptions caused by natural disasters and political issues. This is supported by strong teamwork, preparation and a focus on improving processes over time. Zhang et al. (2024) argue that organisations with strong learning cultures and cooperation are better able to deal with uncertainty and recover from disruptions more effectively.

However, the global automotive industry is changing quickly, especially with the rise of electric vehicles, digital technology and self-driving systems. The International Energy Agency (IEA, 2023) highlights that the industry is going through major transformation driven by electrification and digital innovation. Toyota has been criticised for taking a more cautious approach to electric vehicles. This reflects its culture of long term planning and risk reduction. While this helps avoid mistakes, it may also slow down the company compared to competitors that are moving more quickly into new technologies. This shows how cultural strengths can also become limitations when fast and radical change is needed.

Toyota also uses a global strategy that balances consistency with local adaptation. The company follows a glocalisation approach, where core values remain the same but practices are adjusted to fit different markets. Smith and Brown (2023) explain that this type of strategy is important for global companies because it allows them to stay consistent while also responding to local needs and expectations.

Toyota’s organisational culture supports adaptation through continuous improvement, cooperation and long term thinking. These strengths help the company stay stable and competitive in many situations. However, the same cultural values can also make it harder for Toyota to respond quickly to major disruptions or fast industry change. As a result, the company needs to balance its strong cultural identity with the need for greater flexibility in a rapidly evolving global environment.
Toyota’s organisational culture can be understood as both a strength and a limitation depending on the context. Cameron and Quinn (2019) explain that strong cultures often enhance performance but may reduce flexibility when rapid change is required. At Toyota, this dual nature is evident in how culture supports efficiency and stability while also shaping how the company responds to external pressures.
On the positive side, Toyota’s culture promotes high levels of employee involvement, efficiency and quality. A key feature is continuous improvement, or kaizen, which encourages employees to identify problems and refine processes regularly. This creates a disciplined and proactive workforce focused on long term performance gains. Nguyen and Watanabe (2022) argue that such cultural characteristics are strongly linked to improved operational outcomes in manufacturing organisations, reinforcing Toyota’s global competitiveness.
Employee engagement is another major strength. The principle of respect for people ensures employees feel valued and included in decision making. At Toyota, workers are encouraged to contribute ideas and take responsibility for quality outcomes. Denison et al. (2021) highlight that strong organisational cultures improve performance by building shared values that support cooperation and commitment. This increases motivation and strengthens ownership of work, supporting continuous learning.
Communication and coordination are also enhanced through structured systems. Toyota uses standardised procedures, visual management tools and team based structures to ensure clarity and consistency. Hofstede (2011) links this to Japan’s high uncertainty avoidance, where organisations rely on rules and structure to reduce risk. This improves reliability and ensures consistent performance across global operations.
However, there are also limitations. One key issue is consensus based decision making. While this promotes agreement and reduces conflict, it can slow responses in fast moving environments. Kingston (2018) highlights this in relation to Toyota’s recall crisis in the late 2000s, where delays in decision making reduced responsiveness to urgent issues. This illustrates how strong cultural systems can limit flexibility.
A similar tension appears in Toyota’s approach to electric vehicles. The International Energy Agency (IEA, 2023) notes that the automotive industry is rapidly changing due to electrification and digital technologies. Toyota’s more cautious strategy reflects its culture of long term planning and risk reduction. While this avoids rushed decisions, it has also led to criticism that the company may be moving too slowly compared to competitors in a fast growing market.
Toyota’s culture is a key driver of effective organisational functioning. It supports high performance through continuous improvement, employee involvement and structured coordination. However, it can also create challenges when speed and adaptability are required. As a result, Toyota’s success depends on balancing strong cultural foundations with greater flexibility in decision making and innovation to remain competitive in a rapidly changing global environment.
6. [bookmark: _Toc227519527]Impact of Organisational Culture on Performance
Toyota’s organisational culture can be understood as both a strength and a limitation depending on the context in which it operates. Cameron and Quinn (2019) explain that strong organisational cultures often improve performance, but they can also reduce flexibility when rapid change is required. At Toyota, this balance between stability and adaptability is central to how the organisation functions and responds to global pressures.
A key strength of Toyota’s culture is its focus on continuous improvement, known as kaizen. This principle encourages employees at all levels to identify inefficiencies and suggest improvements in daily operations. As a result, the organisation develops a disciplined and proactive workforce that constantly works to refine processes. Nguyen and Watanabe (2022) argue that such cultural features are strongly linked to improved operational performance in manufacturing firms, which helps explain Toyota’s sustained global competitiveness.

Employee engagement is another important element of Toyota’s cultural strength. The principle of respect for people ensures that employees feel valued and involved in the organisation. Workers are encouraged to share ideas, solve problems and take responsibility for the quality of their work. Denison et al. (2021) highlight that strong organisational cultures improve performance by promoting shared values that encourage cooperation and commitment. This increases motivation and creates a strong sense of ownership, which supports long term learning and development.
Toyota’s culture also improves coordination and communication through structured systems. The company relies on standardised processes, visual management tools and team based working structures to ensure consistency and clarity. Hofstede (2011) links this to Japan’s high uncertainty avoidance, where organisations prefer structured systems and clear rules to reduce risk. This approach enhances reliability and helps maintain consistent performance across global operations.
However, there are also limitations to this cultural approach. One key challenge is the reliance on consensus based decision making. While this helps ensure agreement and reduces internal conflict, it can also slow down responses in fast changing environments. Kingston (2018) highlights this issue in relation to Toyota’s recall crisis in the late 2000s, where delays in decision making reduced the organisation’s ability to respond quickly to urgent problems. This demonstrates how strong cultural systems can sometimes limit flexibility.
A similar issue can be seen in Toyota’s approach to electric vehicles. The International Energy Agency (IEA, 2023) notes that the automotive industry is undergoing rapid transformation due to electrification and digital technologies. Toyota’s more cautious strategy reflects its culture of long term planning and risk reduction. While this helps avoid rushed decisions and potential mistakes, it has also led to criticism that the company may be moving too slowly compared to competitors that are investing more aggressively in new technologies.

In shaping organisational effectiveness, Toyota’s culture plays a major role. It supports high performance through continuous improvement, employee involvement and structured coordination systems. However, it can also create challenges when rapid decision making or radical innovation is required. This means Toyota’s long term success depends on how well it balances its strong cultural foundations with the need for greater agility and responsiveness in a fast changing global environment.
7. [bookmark: _Toc227519528]Conclusion 
Toyota’s organisational culture is a key driver of performance, shaping how the company responds to change and maintains long term direction. Its core values of continuous improvement, respect for people and customer focus support efficiency, learning and consistent quality. These strengths help Toyota remain stable and competitive in a complex global environment.
However, the analysis also shows some limitations. Continuous improvement supports steady development but may not fully address rapid technological disruption such as electrification and digital transformation. In addition, consensus based decision making improves alignment but can slow responses in urgent situations, highlighting a balance issue between stability and agility.
To address this, two main recommendations are made. First, Toyota should strengthen cultural integration across global operations to maintain consistency while allowing local flexibility. Second, Toyota should improve change management practices to increase responsiveness during periods of transformation. 
Overall, Toyota’s culture remains a major strength that supports high performance and organisational stability. However, improving global integration and change management would enhance agility, innovation and long term competitiveness in a rapidly evolving environment.
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