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[bookmark: _Toc235864446]Introduction
Organisational culture is widely recognised as a strategic resource that influences employee behaviour, leadership, decision-making and long-term organisational performance. Organisational culture as the shared assumptions, values and beliefs that shape how organisational members perceive and respond to internal and external challenges (Schein and Schein, 2017). In an increasingly competitive and global business environment, an effective organisational culture supports organisational learning, innovation and sustainable competitive advantage.  Similarly, argue that organisational culture significantly influences organisational structure, motivation, communication and management control, making it fundamental to organisational success(Mullins and Christy, 2016).
Toyota Motor Corporation provides an appropriate case study because of its globally recognised management philosophy, The Toyota Way, which integrates continuous improvement (Kaizen), respect for people and long-term strategic thinking into everyday organisational practice (Liker, 2004; Toyota Motor Corporation, 2025). This report critically evaluates how Toyota's organisational culture influences organisational structure and decision-making, applies relevant cultural frameworks, analyses its role in responding to external environmental challenges, assesses whether it functions as an enabler or barrier to organisational effectiveness, and evaluates its impact on organisational performance before presenting evidence-based recommendations for improvement.

[bookmark: _Toc235864447]Organisational Culture of Toyota Motor Corporation
Organisational culture refers to the shared values, beliefs, assumptions and behavioural norms that shape how employees think, interact and make decisions within an organisation (Schein and Schein, 2017). Rather than consisting exclusively of formal policies or procedures, organisational culture establishes the expectations that guide leadership, communication, employee behaviour and organisational learning. Mullins and Christy (2016) argue that organisational culture underpins organisational effectiveness by influencing motivation, collaboration and management practices. Within highly competitive global industries such as automotive manufacturing, organisational culture increasingly represents a strategic asset because it influences innovation, employee commitment and long-term organisational performance.
Toyota Motor Corporation has developed one of the world's most recognised organisational cultures through The Toyota Way, which is founded upon two core principles: continuous improvement (Kaizen) and respect for people (Liker, 2004). These principles influence every aspect of the organisation, including leadership, employee development, quality management and strategic decision-making. According to Toyota Motor Corporation (2025), these values continue to guide the organisation's vision of delivering sustainable mobility whilst maintaining high standards of quality, safety and customer value. Consequently, Toyota's organisational culture should be viewed as a strategic capability, rather than simply a management philosophy, because it directly influences organisational behaviour, operational performance and long-term competitiveness (Schein and Schein, 2017; Naqshbandi, Said and Hisa, 2024).
Continuous improvement (Kaizen) is central to Toyota's organisational culture because it encourages employees at every organisational level to identify problems, eliminate inefficiencies and contribute to incremental improvements. Responsibility for organisational learning is therefore shared throughout the organisation rather than concentrated within senior management. (Liker, 2004) argues that this philosophy has been fundamental to Toyota's operational excellence. Recent empirical evidence supports this view, demonstrating that organisations characterised by collaborative learning cultures and employee participation achieve higher levels of innovation and organisational performance because continuous knowledge sharing strengthens organisational capability (Kara et al., 2024). This suggests that Toyota's competitive advantage derives not only from lean production methods but also from embedding continuous improvement within everyday organisational behaviour.
The principle of respect for people complements Kaizen by emphasising trust, teamwork and employee development. Rather than viewing employees simply as operational resources, Toyota invests in leadership development, knowledge sharing and continuous learning to strengthen organisational capability (Liker and Hoseus, 2008). This participative approach promotes employee engagement and reinforces a collaborative organisational culture capable of sustaining continuous improvement. Toyota's investment in employee capability therefore represents an important source of sustainable competitive advantage rather than merely a human resource practice.
However, a strong organisational culture may also present challenges. Whilst deeply embedded values promote consistency and operational stability, they may reduce organisational flexibility if organisations become overly dependent upon established routines (Schein and Schein, 2017; Naqshbandi, Said and Hisa, 2024). This is particularly relevant as Toyota responds to rapid developments in electrification, digital transformation and artificial intelligence (Toyota Motor Corporation, 2025). Consequently, maintaining long-term competitiveness will require Toyota to preserve the core principles of The Toyota Way whilst strengthening organisational agility in response to changing market conditions (Toyota Motor Corporation, 2025).
Overall, Toyota demonstrates how a collaborative, learning-oriented and values-driven organisational culture can become a source of sustainable competitive advantage. Rather than relying solely on formal organisational systems, Toyota embeds continuous improvement, employee development and long-term thinking into everyday organisational practice. These cultural characteristics provide the foundation for understanding how organisational culture influences Toyota's organisational structure and decision-making processes, which are examined in the following section.
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Figure 1. Schein's Three Levels of Organisational Culture. Source: Schein and Schein (2017)
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Organisational culture and organisational structure are fundamentally interconnected because shared values influence how authority is distributed, communication occurs and decisions are made throughout an organisation. Mullins and Christy (2016) argue that organisational culture shapes organisational structures by influencing leadership practices, employee relationships and management processes. At Toyota Motor Corporation, the principles of The Toyota Way continuous improvement (Kaizen) and respect for people—have created an organisational structure that combines strategic centralisation with operational decentralisation (Liker, 2004; Liker and Hoseus, 2008). This enables Toyota to maintain consistent corporate direction whilst empowering employees to contribute actively to operational improvement and organisational learning (Toyota Motor Corporation, 2025; Naqshbandi, Said and Hisa, 2024).

Unlike traditional hierarchical organisations, Toyota adopts a structure that combines strategic centralisation with operational decentralisation, enabling employees at all organisational levels to participate actively in continuous improvement and quality management. This philosophy is reflected in the Toyota Production System (TPS), particularly through the Andon system, which authorises employees to stop production whenever quality concerns are identified (Liker, 2004). Rather than assigning responsibility for quality solely to managers, Toyota embeds accountability throughout the workforce, reinforcing employee ownership and organisational learning. According to Toyota Motor Corporation (2025), empowering employees to resolve problems at their source strengthens operational responsiveness whilst supporting sustainable value creation. Consequently, Toyota's organisational culture directly shapes how authority is exercised throughout the organisation.
Toyota's organisational culture further influences decision-making by promoting collaboration, knowledge sharing and consensus-building, ensuring that strategic decisions are informed by operational expertise as well as managerial judgement. The Japanese management practice of nemawashi encourages consultation with relevant stakeholders before significant decisions are formally approved, creating organisational commitment before implementation (Liker and Hoseus, 2008). Although consensus-based decision-making may require additional time, it improves communication, employee engagement and organisational learning whilst reducing resistance to change. Contemporary empirical research supports this approach, demonstrating that learning-oriented organisational cultures enhance organisational effectiveness because employees actively contribute knowledge, collaborate across organisational boundaries and participate in organisational decision-making (Naqshbandi et al., 2024). Consequently, Toyota's collaborative decision-making process represents an important organisational capability rather than simply a cultural tradition.
Despite these advantages, a collaborative decision-making culture may occasionally reduce organisational agility when rapid strategic responses are required. Toyota's emphasis on consensus building and incremental improvement has sometimes been criticised for slowing its response to disruptive developments, particularly during the transition to battery-electric vehicles. Similarly, the global vehicle recalls crisis of 2009–2010 highlighted weaknesses in communication and decision escalation that delayed organisational responses to emerging quality concerns (Liker and Convis, 2012). Nevertheless, Toyota's recent governance reforms and continued investment in digital technologies demonstrate an ongoing effort to improve organisational responsiveness without compromising the core principles of The Toyota Way (Toyota Motor Corporation, 2025).
Overall, Toyota demonstrates that organisational culture does not simply support organisational structure but actively determines how authority is exercised, knowledge is shared and organisational decisions are implemented (Schein and Schein, 2017; Toyota Motor Corporation, 2025). The integration of employee empowerment, continuous improvement and consensus-building has contributed significantly to Toyota's operational excellence whilst creating a structure capable of supporting long-term organisational learning. This relationship between organisational culture and organisational behaviour provides the foundation for applying theoretical models that explain how Toyota's culture can be identified and evaluated.
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Figure 2. Organisational Structure of Toyota Motor Co., Ltd. (1937). Source: Toyota Motor Corporation (2025).
Application of Relevant Frameworks to Toyota Motor Corporation
Applying recognised organisational culture frameworks provides a systematic approach to understanding how shared values influence organisational behaviour, leadership and organisational performance. This report applies Schein's Three Levels of Organisational Culture and Hofstede's Cultural Dimensions because they provide complementary perspectives for analysing Toyota's organisational culture. Whilst Schein explains how organisational culture is embedded within organisational practices and employee behaviour, Hofstede illustrates how Japanese national culture has influenced Toyota's management philosophy and leadership practices. Together, these frameworks provide a comprehensive understanding of Toyota's dominant organisational culture (Schein and Schein, 2017; Hofstede, Hofstede and Minkov, 2010; Toyota Motor Corporation, 2025)
According to Schein and Schein (2017), organisational culture exists at three interconnected levels: artefacts, espoused values and basic underlying assumptions. Toyota's artefacts are reflected in visible organisational practices such as the Toyota Production System (TPS), standardised work procedures, visual management techniques and the Andon system, which empowers employees to stop production immediately when quality concerns arise, reinforcing accountability and continuous improvement throughout the production process (Liker, 2004). These visible practices demonstrate Toyota's espoused values of continuous improvement (Kaizen) and respect for people, which influence leadership behaviour, employee development, collaborative problem-solving and operational decision-making (Liker and Hoseus, 2008; Toyota Motor Corporation, 2025). At the deepest level, Toyota's basic underlying assumptions are reflected in the shared belief that quality is the responsibility of every employee, organisational learning should be continuous, and long-term success is achieved through incremental improvement rather than short-term gains (Schein and Schein, 2017; Liker, 2004). Consequently, Schein's framework demonstrates that Toyota's organisational culture extends beyond observable practices, embedding values and assumptions that shape employee behaviour, organisational learning and sustainable organisational performance (Schein and Schein, 2017; Naqshbandi, Said and Hisa, 2024).
Whilst Schein focuses primarily on organisational behaviour, Hofstede complements this perspective by explaining how Japanese national culture has shaped Toyota's management philosophy and leadership practices. Toyota demonstrates a strong long-term orientation, reflected in sustained investment in research and development, employee capability and environmentally sustainable technologies. The organisation also exhibits collectivist characteristics, emphasising teamwork, shared responsibility and consensus-based decision-making through practices such as Nemawashi. Furthermore, Toyota's rigorous quality management systems reflect relatively high uncertainty avoidance, supporting operational consistency and risk reduction (Hofstede, Hofstede and Minkov, 2010). Despite its usefulness, Hofstede's model has been criticised for assuming that national cultures remain relatively stable, whereas multinational organisations such as Toyota continually adapt their management practices to different cultural and institutional environments (Hofstede, Hofstede and Minkov, 2010; Naqshbandi, Said and Hisa, 2024).
Together, Schein's and Hofstede's frameworks demonstrate that Toyota possesses a collaborative, learning-oriented and adaptive organisational culture founded upon continuous improvement, respect for people and long-term strategic thinking. Rather than offering competing explanations, the two frameworks complement one another by explaining both the internal development of Toyota's organisational culture and the wider cultural influences that have shaped its management philosophy. Consequently, these models provide a comprehensive explanation of Toyota's sustained organisational effectiveness and international competitiveness.
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Figure 3. Hofstede's Cultural Dimensions Framework Source: Hofstede (2001)
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Organisations operate within increasingly dynamic external environments where technological innovation, environmental sustainability, global competition and changing customer expectations require continuous organisational adaptation (Mullins and Christy, 2016; Naqshbandi, Said and Hisa, 2024). In this context, organisational culture becomes a strategic capability because it shapes how organisations interpret external challenges and respond to organisational change. Mullins and Christy (2016) argue that organisational culture influences organisational adaptability by guiding employee behaviour, leadership and decision-making. Toyota Motor Corporation demonstrates how a strong organisational culture supports continuous adaptation whilst maintaining organisational stability and long-term strategic direction (Toyota Motor Corporation, 2025; Naqshbandi, Said and Hisa, 2024).
A defining characteristic of Toyota's organisational culture is its commitment to continuous improvement (Kaizen), which encourages employees to identify opportunities for innovation, problem-solving and organisational learning. Rather than responding reactively to technological disruption, Toyota embeds continuous improvement into everyday organisational practice, enabling employees to identify opportunities for innovation, knowledge sharing and organisational learning before external pressures become operational challenges (Toyota Motor Corporation, 2025).
According to Toyota Motor Corporation (2025), continuous learning and employee capability development remain central to sustaining future competitiveness. Contemporary empirical evidence supports this approach by demonstrating that learning-oriented organisational cultures strengthen employee engagement, knowledge sharing and organisational adaptability, enabling organisations to respond more effectively to changing business environments (Naqshbandi et al., 2024). Consequently, Toyota's ability to respond successfully to technological change is supported not only by investment in innovation but also by an organisational culture that promotes continuous learning.
Toyota's response to environmental sustainability further demonstrates that organisational culture influences strategic priorities rather than simply supporting operational activities. The organisation integrates sustainability into its long-term decision-making through investment in hybrid technologies, hydrogen fuel cell systems, battery-electric vehicles and carbon-neutral manufacturing (Toyota Motor Corporation, 2025). Rather than treating sustainability as a regulatory obligation, Toyota views environmental responsibility as an integral element of long-term value creation. This illustrates how organisational culture guides strategic decision-making by aligning innovation with corporate responsibility and future competitiveness (Toyota Motor Corporation, 2025).
.
Toyota's organisational culture has also facilitated successful global expansion. Operating across diverse international markets requires balancing globally consistent organisational values with responsiveness to local cultural and regulatory requirements. Through leadership development, employee training and the global implementation of The Toyota Way, Toyota promotes shared organisational values whilst allowing regional operations sufficient flexibility to meet local market needs. This balance between global consistency and local responsiveness has strengthened organisational resilience and reinforced Toyota's competitive position within the international automotive industry.
Nevertheless, a strong organisational culture may also constrain adaptation when deeply embedded values encourage incremental rather than transformational change. Toyota's emphasis on consensus-based decision-making and careful risk management has occasionally been criticised for slowing strategic responses to disruptive developments, particularly within the battery-electric vehicle market (Toyota Motor Corporation, 2025). Whilst these characteristics reinforce product quality and operational stability, they may reduce organisational agility when rapid innovation is required. Consequently, maintaining long-term competitiveness requires balancing cultural stability with the flexibility needed to respond effectively to emerging environmental challenges.
Overall, Toyota demonstrates that organisational culture is not a static organisational characteristic but a dynamic strategic capability that enables continuous adaptation to technological, environmental and competitive changes (Naqshbandi, Said and Hisa, 2024). The integration of continuous improvement, organisational learning and long-term thinking allows Toyota to preserve its core organisational values whilst responding effectively to evolving external conditions. This relationship between organisational culture and organisational adaptability provides the foundation for evaluating whether Toyota's culture ultimately functions as an enabler or a barrier to organisational effectiveness.
[bookmark: _Toc235864450]Organisational Culture as an Enabler or Barrier to Organisational Functioning
Organisational culture is widely recognised as a fundamental determinant of organisational effectiveness because it influences employee behaviour, leadership, communication, innovation and organisational decision-making (Naqshbandi, Said and Hisa, 2024). Whilst a strong organisational culture can improve organisational performance by promoting shared values and coordinated action, it may also become a barrier if deeply embedded assumptions reduce organisational flexibility or discourage innovation. Mullins and Christy (2016) argue that organisational culture shapes virtually every aspect of organisational functioning, suggesting that its effectiveness depends upon its ability to support organisational objectives whilst adapting to external change. Within Toyota Motor Corporation, the evidence indicates that organisational culture functions predominantly as an enabler of organisational effectiveness, although certain characteristics may occasionally limit strategic responsiveness.
Toyota's organisational culture functions primarily as an organisational enabler because of its emphasis on continuous improvement (Kaizen), employee empowerment and organisational learning creates an environment in which employees actively contribute to quality, innovation and organisational effectiveness. Employees are encouraged to identify operational problems, suggest improvements and participate actively in decision-making, creating a culture in which responsibility for quality is shared throughout the organisation rather than concentrated within senior management (Liker and Hoseus, 2008). This collaborative approach has strengthened operational efficiency, product quality and employee engagement whilst reinforcing Toyota's reputation for manufacturing excellence (Liker, 2004). Furthermore, the principle of respect for people promotes trust, teamwork and leadership development, enabling employees to contribute knowledge across organisational boundaries. Contemporary empirical evidence demonstrates that learning-oriented organisational cultures strengthen organisational effectiveness by increasing employee engagement, collaboration and knowledge sharing, thereby improving innovation capability and organisational resilience (Naqshbandi et al., 2024). Consequently, Toyota's organisational culture provides a strong foundation for sustained organisational effectiveness.
Toyota's long-term strategic orientation represents another important cultural strength. Rather than prioritising short-term financial performance, the organisation consistently invests in employee capability, research and development, environmental sustainability and future mobility technologies. According to Toyota Motor Corporation (2025), this long-term perspective supports sustainable value creation by integrating innovation with human capital development. These cultural characteristics have enabled Toyota to maintain operational excellence whilst responding successfully to technological and environmental change, demonstrating that organisational culture can provide both strategic direction and organisational stability (Toyota Motor Corporation, 2025).
Despite these considerable strengths, organisational culture may also become a constraint when deeply embedded routines reduce organisational flexibility during periods of rapid environmental change (Schein and Schein, 2017). Toyota's emphasis on consensus-based decision-making (nemawashi) and incremental improvement has occasionally been criticised for slowing strategic responses to disruptive developments, particularly during the transition towards battery-electric vehicles (Toyota Motor Corporation, 2025). Similarly, the global vehicle recalls crisis of 2009–2010 highlighted weaknesses in communication and decision escalation that delayed organisational responses to emerging quality concerns (Liker and Convis, 2012). These examples demonstrate that cultural characteristics which promote consistency, quality and operational stability may also reduce organisational agility if they are not continually adapted to changing competitive environments.
Overall, the evidence indicates that Toyota's organisational culture functions predominantly as an enabler of organisational effectiveness. Its emphasis on continuous improvement, respect for people and long-term thinking has strengthened operational excellence, employee engagement and sustainable competitive advantage. Nevertheless, preserving these benefits will require Toyota to complement its established cultural strengths with greater organisational agility, ensuring that organisational stability does not inhibit future innovation (Naqshbandi, Said and Hisa, 2024).
 This evaluation provides the foundation for assessing the broader impact of organisational culture on organisational performance and developing evidence-based recommendations for future improvement.
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Figure 4. Strengths and Limitations of Toyota's Organisational Culture
Source: Author's own illustration.
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Organisational culture has a significant influence on organisational performance because it shapes employee behaviour, leadership effectiveness, innovation and strategic decision-making. Toyota Motor Corporation demonstrates how a well-established organisational culture can become a source of sustained competitive advantage by aligning operational practices with long-term strategic objectives (Naqshbandi, Said and Hisa, 2024).
Toyota's organisational culture has contributed positively to organisational performance through its emphasis on continuous improvement (Kaizen), employee empowerment and organisational learning. By encouraging employees to identify inefficiencies and implement incremental improvements, Toyota has consistently enhanced product quality, operational efficiency and customer satisfaction. These cultural characteristics underpin the Toyota Production System (TPS), which has become an international benchmark for lean manufacturing and operational excellence. Furthermore, the organisation's commitment to knowledge sharing and continuous learning has enabled Toyota to improve productivity while maintaining high standards of quality across its global operations (Liker and Hoseus, 2008).
Another significant contribution of Toyota's organisational culture is its support for innovation and long-term sustainability. Rather than focusing solely on short-term financial performance, Toyota has consistently invested in research and development, leadership development and environmentally sustainable technologies. This long-term orientation has enabled the organisation to remain competitive during periods of technological disruption through continued investment in hybrid technology, battery-electric vehicles, hydrogen fuel-cell systems and connected mobility solutions. These initiatives demonstrate how a strong organisational culture can support innovation while maintaining strategic continuity (Toyota Motor Corporation, 2025).
However, organisational culture may also influence performance negatively when established practices reduce organisational responsiveness. Toyota's emphasis on consensus-based decision-making and incremental improvement has occasionally limited its ability to respond rapidly to disruptive technological change, particularly within the highly competitive electric vehicle market. Whilst these cultural characteristics strengthen quality management and reduce operational risk, they may also delay strategic decisions where rapid innovation is required. This demonstrates that organisational performance depends not only on maintaining a strong organisational culture but also on ensuring that culture evolves alongside changes in the external environment (Naqshbandi, Said and Hisa, 2024).
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Figure 5. Toyota Production System (TPS) House Source: Nguyen (2022)


Recommendations:
Based on this evaluation, Toyota should preserve the core principles of The Toyota Way whilst introducing more agile decision-making processes for strategically important innovation projects. This would enable the organisation to respond more rapidly to technological change and increasing competition without compromising its commitment to quality and continuous improvement. In addition, strengthening cross-functional collaboration between engineering, software development, artificial intelligence and sustainability teams would further enhance organisational learning and innovation capability. Toyota should also continue investing in leadership development and global knowledge-sharing initiatives to ensure that its organisational values remain consistent whilst improving adaptability across international operations (Naqshbandi, Said and Hisa, 2024).
Overall, Toyota's organisational culture has had a predominantly positive impact on organisational performance by supporting operational excellence, employee engagement, innovation and long-term competitiveness. Nevertheless, sustaining this performance advantage will require the organisation to balance its traditional cultural strengths with greater organisational agility and responsiveness. By implementing these recommendations, Toyota can preserve the core principles that have underpinned its success whilst strengthening its ability to respond effectively to future technological, environmental and competitive challenges.








[bookmark: _Toc235864452]Conclusion
This report has demonstrated that organisational culture is a fundamental determinant of organisational effectiveness, influencing organisational structure, decision-making, adaptability and long-term performance. Using Toyota Motor Corporation as the case study, the analysis showed that The Toyota Way, underpinned by the principles of continuous improvement (Kaizen) and respect for people, has created a collaborative, learning-oriented and value driven organisational culture that supports operational excellence and sustainable competitive advantage. The application of Schein's Three Levels of Organisational Culture and Hofstede's Cultural Dimensions demonstrated how Toyota's culture can be identified through its organisational practices, shared values and underlying assumptions, whilst also reflecting the influence of Japanese national culture. Although Toyota's emphasis on consensus-building and incremental improvement may occasionally reduce organisational agility, the evidence indicates that its organisational culture functions predominantly as an enabler rather than a barrier to organisational effectiveness. Overall, Toyota illustrates that organisational culture becomes a source of sustained organisational performance when strong organisational values are continuously adapted to meet changing technological, environmental and competitive demands.
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