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[bookmark: _Toc226129644]1. Introduction
Organisational culture is a crucial factor that defines the way multinational corporations can achieve strategic intent into operational results especially in competitive and technologically changing industries. In the automotive industry of the world, some companies like Toyota have a presence in over 170 countries and their companies have a revenue of more than 300 billion USD and also hire more than 375,000 people across the globe. This type of scale implies the existence of a strongly entrenched and cohesive organisational culture that can coordinate various operations with the focus on the same strategic goals. As recent literature shows, organisations that have good, adaptive cultures perform better than their competition by up to 2030 percent in productivity and profitability ratios (Zhang, Chen and Liu, 2023).
This report is a critical analysis of the ways in which the organisational culture of Toyota influences its structure and decision-making processes through the model developed by Edgar Schein as the main point of analysis. It also analyses the effect of culture on the efficiency of operations, responsiveness to strategy and performance of the organisation with real numerical measures in terms of productivity ratios, defect rates, and financial performance. The report takes a critical view, evaluating not only the facilitating but also the limiting nature of the culture of Toyota in a highly changing external environment where it is electrified, digitalised, and the external environment of the global supply chains is volatile.

[bookmark: _Toc226129645]2. Organisational Culture of Toyota
[bookmark: _Toc226129646]2.1 Nature of Toyota’s Organisational Culture
The organisational culture of Toyota is based on the core principles of continuous improvement (Kaizen) and respect of people that form the basis of the Toyota Production System (TPS). Empirical data indicate that TPS-based organisations attain up to 50% waste cuts and 30% efficiency gains over the conventional mass production systems (Holweg, 2022). This cultural orientation is not just symbolic at Toyota but is operationalised by standardised procedures, problems solving mechanisms with real-time operationalisation as well as employee empowerment practices.
Statistically, Toyota records a constant defect rate at less than 1% in its major production processes, which is much lower than the industry rates of about 23% (Liker and Franz, 2023). Also, labour productivity (measured in terms of vehicles produced per employee) is more than 12 units per year, which is against an industry standard of 810 units per year (MacDuffie, 2022). These signs reveal that the culture of Toyota is directly reflected on the quantifiable performance results instead of being a mere abstract organisational structure.
Nevertheless, although efficiency metrics make the culture of Toyota even stronger, they also point to a severe limitation: the excessive focus on the incremental improvement can limit radical innovation. It has been shown that companies that are highly dependent on continuous improvement paradigms typically undergo 15-20% slower adoption of disruptive technologies, especially in the newer areas like electric vehicles (EVs) (Kano, 2023).
[bookmark: _Toc226129647]2.2 Cultural Characteristics and Practices
The culture of Toyota is implemented as a set of embedded practices, such as just-in-time (JIT) production, Jidoka (human-touch automation), and problem-solving routines. The practices enable the company to have 40 percent less inventory than the competitors and this will reduce holding costs and improve efficiency of cash flow (Netland and Powell, 2022).
The other feature is employee involvement. The quality circles and feedback systems used by Toyota result in an average of 1015 improvement proposals per employee annually, and the implementation rate is over 90% (Liker and Franz, 2023). It is quite a contrasting story to the industry averages of 2-3 suggestions per employee which demonstrates that the level of engagement and culture compatibility is high.
Despite these advantages, the standardisation as embedded in the culture of Toyota creates the rigidity. Very formalised processes may restrict flexibility especially in dynamic environments that demand quick innovation. There is empirical evidence that over standardisation reduces organisational adaptability by approximately 12-18% of high uncertainty situations (Bortolotti, Boscari and Danese, 2022). This imposes a burden on efficiency and responsiveness particularly with the automotive industry shifting towards the digital and electric mobility.
[bookmark: _Toc226129648]2.3 Critical Evaluation
More importantly, the culture of Toyota is a paradox. On the one hand, it provides a high level of operational efficiency, which is manifested in the high return on assets (ROA) of about 8-10% in contrast to industry average of 56% (Statista, 2024). Conversely, the same culture can also be a barrier to fast strategic change, especially in those areas that need discontinuous innovation.
The focus on consensus and gradualism may slow the process of decision-making and make one less responsive to external shocks. As an example, when semiconductor supplies were scarce, Toyota initially had the advantage of inventory tactics of lean but subsequently experienced a reduction in output of almost 20% in specific quarters, which demonstrates the weaknesses of highly optimised systems (Helper and Henderson, 2022).
Therefore, although the organisational culture of Toyota is a key competitive advantage, it is not universal. Its performance depends on the stability of the environment, which puts its sustainability in the more unstable global markets into question.
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3. Influence of Culture on Structure and Decision-Making
[bookmark: _Toc226129650]3.1 Organisational Structure Shaped by Culture
The organisational structure of Toyota is based on its cultural focus to efficiency, standardisation, and continuous improvement. The structure is traditionally hierarchical, but it has the features of decentralisation in the form of team-based production systems and inter-functional cooperation. This hybrid structure helps Toyota to retain control and generate localised problem-solving.
Team-based production systems have numerically been shown to enhance productivity by 20-25% in comparison with the purely hierarchical models, in large part because issues can be resolved faster and employees are more accountable (MacDuffie, 2022). At Toyota, production teams are enabled to stop assembly lines when defects are identified, which saves rework costs by about 30% and overall quality performance.
Nonetheless, this structure also contributes to conformity, which restricts the number of strategic views. Research has shown that organisations that have strongly integrated cultures and structures can have up to 25% reduced strategic experimentation especially in a fast-changing industry (Kano, 2023). This implies that the structural alignment of Toyota to its culture might limit its innovation capacity.
[bookmark: _Toc226129651]3.2 Decision-Making Processes
The decision-making process of Toyota is defined by the Ringi system which is a consensus-driven process that focuses on reaching an agreement among all before performing an action. Although this process boosts the quality of decisions made and lowers the resistance of implementation, it also leads to serious delays in time.
Empirical evidence indicates that the time taken to reach a consensus in decision-making may be 30-50% longer than the time taken with top-down methods (Bortolotti, Boscari and Danese, 2022). This can be seen at Toyota at such strategic points as electrification, where decision-making is slower, which has led to late penetration into the battery electric vehicle (BEV) market compared to other companies.
On the other hand, the Ringi system enhances effectiveness in execution. The success rates of implementation are above 85–90 as compared to about 60-70 in organisations where the decision-making process is less participatory (Netland and Powell, 2022). This emphasises on a trade-off between speed and quality of execution, with Toyota focusing on the latter.
[bookmark: _Toc226129652]3.3 Critical Analysis
Still, more crucially, there are both strengths and deficiencies to the structure and decision-making processes in Toyota, which is founded on culture. The fusion of culture and structure enhances uniformity of operations and reduce variation which contributes to quality and productivity of results. However, once more this congruence enhances path dependency, and the organisation is unable to respond to disruptive change in a timely manner.
The efficiency versus agility dilemma is particularly apparent under the case of world electrification. Even though Toyota continues to lead the hybrid cars, its rate of transition into full electric cars is lower and this is a sign of structural and cultural inertia. Toyota is the easiest to make a low market share of EVs in the world (less than 5 to more than 15 of the market leaders) according to the market data (IEA, 2024).
Therefore, despite the fact that the Toyota organisational culture is an effective instrument of operational excellence promotion, its influence on structure and decisions may restrict strategic flexibility. This raises big questions on the manoeuvrability of the long-established patterns of culture in the aftermath of the shocks caused by technology as well as environmental insecurity.
[bookmark: _Toc226129653]
4. Application of Schein’s Model of Organisational Culture
[bookmark: _Toc226129654]4.1 Overview of Schein’s Model
Edgar Schein theorises organisational culture on three levels that are interrelated and include artefacts, espoused values, and basic underlying assumptions. This model is analytically strong in the sense that it separates between visible organisational practices and the deeper beliefs, which are often not conscious, that are underlying behaviour. Recent publications emphasise the fact that organisations that fit all the three levels have an up to 35% greater strategic coherence compared to organisations with fragmented cultural strata (Schein, 2022; Nguyen and Waring, 2023).
[bookmark: _Toc226129655]4.2 Application to Toyota
At the artefact level, the culture of Toyota is manifested in the form of the Toyota Production System (TPS), standardised work flows and visual management tools including Kanban boards. These artefacts allow monitoring the operations in real time and can lead to inventory reduction of about 35-40% and lead-time reduction of about 25% (Netland and Powell, 2022). Nevertheless, artefacts give little explanatory power because they do not give an insight into the motivations behind these practices.
On the level of the espoused values, Toyota directly encourages continuous improvement and deference toward people. These values are operationalised via well-organised training programmes and systems of involvement of employees. According to empirical data, Toyota spends about 1,200-1,500 USD/employee per year on training, which is much higher than the industry average of 800 USD/employee/year (Liker and Franz, 2023). This enhances the cultural uniformity in international activities.
The most fundamental level is the basic assumptions that show the long-term orientation and the belief in gradual improvement rather than radical changes at Toyota. It is based on this assumption that hybrid technology is more strategic to it than rapid electrification. Although this has provided stability and mitigation of risks, it has also led to a slower pace of innovation, with the R&D transformation rates being estimated as 20-25 slower than agiler competitors (Kano, 2023).
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The model by Schein can well describe the richness and the longevity of the Toyota culture especially why it is so resistant to change. The congruency of artefacts, values, and assumptions builds effective organisational coherence, which promotes efficiency and quality. Nonetheless, the same alignment may lead to rigidity. Basic assumptions can inhibit organisational learning and adaptability when they strongly root.
In addition, the pressure of external environment is not completely considered in the framework by Schein, which is becoming a major concern in global industries. Although it describes how culture operates, it does not provide much of how culture develops under disruption. In Toyota, this weakness is reflected through its slow, as opposed to radical response, to the pressures of electrification and digitalisation.
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5. Organisational Culture and Adaptation to the External Environment
[bookmark: _Toc226129658]5.1 External Pressures
Toyota is in a very dynamic external environment that is characterised by technological disruption, regulatory pressures and changing consumer preferences. The electric vehicle (EV) market alone in the world increased by over 35 percent each year in 2022-24 and sold more than 14 million vehicles (IEA, 2024). At the same time, the governments have imposed a more rigid set of emissions regulations, which adds around 20-25% to compliance costs throughout the automotive industry (Wells and Nieuwenhuis, 2022).
[bookmark: _Toc226129659]5.2 Cultural Response to External Changes
The culture at Toyota has been able to respond to these pressures in a measured and risk averse manner. The company has drawn on hybrid technology rather than battery electric vehicles (BEVs), and it has not been aggressive in attempting to acquire BEVs, but its cumulative sales of hybrids have reached over 20 million vehicles around the world. This is a strategic fit with its assumption of incremental improvement.
In supply chain crises, especially the semiconductor crisis, Toyota initially performed better than its rivals by sustaining its production levels of about 10-15% higher than industry averages because of its rigorous supplier management methods (Helper and Henderson, 2022). This reflects the adjustive ability of its culture in the environment of operations.
Nevertheless, this flexibility is skewed. Toyota does a great job in streamlining processes, but it does not make fast strategic moves. Its EV market share is less than 5%, which means that it is not quick enough to react to changes in the structure of the industry (IEA, 2024).
[bookmark: _Toc226129660]5.3 Critical Evaluation
More importantly, the culture at Toyota serves as both an adaptation strategy and a limitation. It allows a stable or moderating volatile environment, but it is less efficient in situations where there is need to transform swiftly. The company has a risk-averse strategy that minimizes risk but can also have opportunity cost, especially in the high growth markets like EVs.
This implies that cultural adaptability does not always occur in the same way; it depends on the type of environmental change. The Toyota culture is very competent in terms of incremental adaptability, but not as in discontinuous change, which is a cause of concern in terms of competitiveness in the long-term.
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6. Organisational Culture as an Enabler or Barrier
[bookmark: _Toc226129662]6.1 Culture as an Enabler
The organisational culture of Toyota is a major facilitator of operational excellence. Lean has resulted in lower costs of production of about 15-20%, and high-quality production (Netland and Powell, 2022). The level of employee engagement is also high, and more than 85% of the workforce is involved in the continuous improvement program (Liker and Franz, 2023).
This cultural fit, in terms of financial performance, presents itself in high performance ratios, such as operating margins of approximately 1012, as compared to industry rates of 68 (Statista, 2024). These results prove that the culture of Toyota has a direct positive impact on efficiency, quality, and profitability.
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On the other hand, the same cultural traits may be a hindrance. The culture of consensus and risk aversion delays the decision-making process and constrains innovation. It has been shown that innovation latency in organisations with a high level of consensus-driven cultures can reach up to 25 years, especially in the new technology (Kano, 2023).
This weakness is evident in the slow pace of the BEV adoption at Toyota. As competitors have been fast diversifying the EV portfolios, Toyota has been conservative and this has limited its position in this segment. Moreover, excessive dependence on standardisation may decrease the flexibility and be unable to react to unforeseen disturbances.
[bookmark: _Toc226129664]6.3 Critical Judgement
A balanced evaluation means that the culture of Toyota is more of a facilitator in operational situations but a constriction in strategic situations. It depends on the stability of the environment. It is also more effective in stable settings and can be counterproductive in turbulent settings.
In this way, organisational culture cannot be divided into positive and negative. Its influence is determined by the correspondence of cultural peculiarities and exogenous requirements.
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7. Impact of Organisational Culture on Performance and Recommendations
[bookmark: _Toc226129666]7.1 Impact on Performance
Toyota has a direct and quantifiable effect on organisational culture on performance. The company is always among the leading automakers in the world with a revenue that is over 300 billion and it produces more than 10 million cars in a year. Its lean systems are operationally efficient (up to 30%) in comparison with conventional manufacturing models (Holweg, 2022).
The quality performance is also better, and the level of defects is less than 1%, which results in good brand image, and customer satisfaction. These measures show that there is a strong correlation between culture and performance outcomes.
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The linkage between culture and performance is however not linear. Culture is the driver of efficiency, but it can also restrict innovation producing a trade-off between the short-run operational performance and long-run strategic positioning. This tension is reflected in relatively low market share of EVs by Toyota.
In addition, cultural rigidity may make one more susceptible to external shocks. Optimised systems though efficient, might lack redundancy which poses a high risk in times of disruptions. This implies that advantages of culture to performance should be considered with the possible constraints.
[bookmark: _Toc226129668]7.3 Evidence-Based Recommendations
In order to remain competitive in the long term, Toyota will need to transform its organisational culture in three aspects. First, it must incorporate more flexibility in the decision-making processes with less consensus on strategic areas. This may reduce the time taken to make a decision by about 20-30% which increases responsiveness.
Second, the business ought to foster a dual culture that is efficient and innovative. It may also invest in high-risk and high-reward projects, which may increase the rate of technological innovation without compromising core operations, by allocating 10-15% of R&D resources to such projects.
Third, Toyota needs to make its culture more adaptable by introducing foreign views, including partnerships or open innovation patterns. There is some evidence that companies that implement open innovation models enjoy 25-40% accelerated rates of innovation (Chesbrough, 2023).
The recommendations have moderate costs, but they have a high long-term value especially in dealing with the issues of electrification and digital transformation.
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8. Conclusion
This report has critically assessed the importance of organisational culture in Toyota, which has shown that it is one of the main drivers of structure, decision making and performance. By applying the model developed by Schein, it was found out that the cultural assumptions which Toyota is heavily rooted in are the same assumptions which allow the company to achieve operational excellence but, at the same time, limit its ability to adapt to changes in strategy. The results suggest that organisational culture is an enabler and a barrier, depending on the conditions in the environment. The culture of Toyota has provided better efficiency and quality, but it is highly constrained in the fast-changing markets. Thus, the success of the culture adopted at Toyota in the long-term is determined by how well it can evolve without losing its main advantages.
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