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PIRIT OF CHALLENGE

At the end of 2007 Toyvota was on top of the world. It was one of the most dominant car companies globally
that had been continuously profitable for 50 vears. Al the heart of the auto giant’s rise was its culture — the
Tovola Way; a set of management principles and business philosophv that guided its wav to operational
excellence. Then in 2008 came the global recession, and in 2009-2010, Tovola was hit by the recall of over
10 million vehicles. In both cases, the company was caught off guard and found that a root cause of the
challenges il faced was its failure to live up lo its own principles. In their new book, Tovota Under Fire,
authors Jeflrev K Liker and Timothy N Ogden provide an insider’s account how the company has come out
of the most challenging vears of its postwar existence. In this extract from the book, the authors outline how
the specific elements of the Tovota culture drove its response to the crises.

ne ofthe easiest reactions

toacrisisis passivity —es-

peciallyifthecrisis seems

to be driven by external

forces, like the Great Re-
cession. There isa tendency tosim-
plythrowone's handsintheairand
proclaim,“There’s nothing we can
do.” That's especially temptingin
alarge, multinational corporation,
whereit's often difficult for indi-
vidualsto perceive thattheiractions
matter. This feelingof insignificance
is amajor barrierto positive action,
TheToyotaWay's emphasis onthe
spiritof challengeisaboutfighting
passivity, The Toyvota Way 2001 puts
it thisway:"Changeisour constant
partner [tfrustrates and challenges,
It brings out the bestin all of us....
Aswemeetthechallengeof change,
we will ensure our vigor and vital-
ity.” Emerging from the recession
and a $4 billion loss with acompa-
ny thatwasstronger—andcapable
of surviving the recall crisis — re-
quired extraordinary action
throughout Toyota. It was the cul-
ture that allowed the entire com-
pany, from theshop floor to the pur-
chasingofficestothe customerser-

vice center, to focus immediately
and actively oncutting costs while
protecting capability. There was
no single project that made ama-
terial difference in cutting over-
head costsat factories or returning
the company to profitability so
quickly. Itwasthe cumulative val-
ue of thousands of projects that
werelaunched simultaneously, al-
most instantaneously, that made
the difference, That's the spirit of
challenge in action.

For Toyota, the ultimate chal-
lenge is perfection. Therecall cri-
sis highlighted justhow{far Toyota
hadtogotoreachthat goal. Toturn
the recall crisis into agrowth op-
portunity required plunging right
back intomajor efforts to improve
the company directly on the heels
of what many fell had been a
tremendous accomplishmentdur-
ingthe recession. Maintaining that
energy for improvement was again
an outgrowth of the cultivation of
the spirit of challenge.

Finally,it'sthespiritofchallenge
that Toyota will have to draw on to
completeits recovery and continue
its steps toward improvement. [twill

nodoubtbetempting formany peo-
ple inthe company to take adeep
breath and pat themselves on the
back forbouncingback quickly and
strongly from the recall crisis. But
theworkisnotdone. As Edward Nie-
dermevernoted, therecall crisis has
been a huge boon to Toyotas com-
petitors because iteroded Tovota’s
“halo.” The Toyota Way 2001 states
that “we welcome competition,
knowing that we willlearn fromthe
challengeand become stronger be-
cause ofit.” Thus Toyota has tobe
ready to accept a whole new chal-
lenge as therecall crisis fades—re-
building that haloand beating arein-
vigorated competition.

Respect for people

TheToyota Way principle of respect
for people manifested itself in many
ways duringboth crises. Itisrespect
for people that drives Tovota'scom-
mitmenttoexhaustevery other pos-
sibility before laying offteam mem-
bers. [t srespectforpeoplethat dri-
ves Toyota's willingness to put ex-
traordinary trust in hourly em-
ployeestofind and solve problems.
These decisions paid off over and

over during the last few vears. Re-
nee Mclntosh, an hourly team
member at Toyota Motor Manu-
facturing Kentucky (TMMK) who
was on special assignment leading
the quality circles program for her
area when the recession hit, saw
thepayofffromthedecisionnotto
layoff team members:

Inever knew anybody whowas
seriously concerned about losing
theirjob, Butyou started seeing team
members, whowerenotreally pro-
Toyota, theystarted caringmore than
theydid before.... Therewasanat-
titude change through the whole
shop. People really wanted to kick
inandwantedto help. ... Brople were
saymg: " We've gottostep up.”

IFToyotahadnt maintained that
commitment to its people during
therecession, it wouldnothave had
the resources to create SMART
teams or an engineering division
focused on customerexperience,

Duringtherecall crisis, respect
forpeople manifesteditselfin the
decisiontoavoid finger-pointing
and blamingcustomers, suppliers,
dealers, or anyoneelsefor the prob-
lems that Toyota was facing. This

wasn't a policy edict that was is-
sued by seniorexecutives; that pol-
icy didn't haveto be issued at all.
The approach was a natural out-
growth ofthecultureofrespectfor
people. Akio Toyoda says that
when he was preparing tospeakat
the congressional hearings, this
culture led him to adecision about
how he would respond to ques-
tions and accusations:
Atthetimel wasvery severely
criticized. People suggested that 1
was rying to escape fromthe prob-
lems in the LInited States or that |
was lying, which was absolutely
appalling. It was very difficult for
meto face. But one thing that I de-
cided was [ would never point fin-
gers at somebody else. [ decided |
would never blame others. . ..

Genchi Genbutsu (Go
and see to understand)
The first written communication
tothe entire company from Akio
Toyoda after heassumed the pres-
idency in 2009was an articleforan
internal newsletter in which he
wrote:" Wemanaged tocreate acul-
ture, ... wherethose who learned
thetruthof the gembawere the most
respected, Inthis culture thereis
nosuchthing as manager and sub-
ordinate. Job titles are unimportant.
Inthe end, whosees wins; and win-
ning means being closeto theob-
jects, close to the gemba.”

The gemba is where itis hap-
pening—whateveritis. It could be
where acar is being built, where
the engineis being tested, where
thecarisbeing investigatedbythe
dealer for problems, orwherethe
customerisdriving the car. These
areall gembaintheToyota culture.
Genchigenbutsuisthevalueofgo-
ing tothe gemba and trusting those
atthe gemba to make decisions.

Thiscul tural trait manifested it-
selfduring the recessionin the num-
ber, variety, and autonomy of the
kaizen projects and quality circles
that werelaunched tocut costs and
improve productivity. There issim-
ply no way that senior plant man-
agers could have closely overseen,
or even provided meaningful input
to, the vast number of projects go-
ing on. Those projects werecarried
forwardbythe peopleat the gemba.
Inthesameway, the decisions on
caring for customers duringthe re-
calls wereleft tothedealersand the
customerservicerepresentatives—
theywere the ones atthe gemba.

We've noted several times that
notfollowing through onthis value
was one of the root causes of the
severity ofthe recall crisis. Decisions
onrecallsand communication were
not being made at the gemba; there
was too little “going and seeing” on
thepart of engineers, Butitwas the
deeplyembedded cultural value of
genchi genbutsu that allowed Toy-
ota to muster the resources to fix
many of those problems quickly.. ..

Therecall crisis revealed that
Toyota had missed the mark inits
commitment to genchi genbutsu,
butthat renewed commitment al-
so allowed for rapid action when
the shortcomings were revealed.

Kaizen mind

Therole of kaizen mind in Toyota's
response tothe Great Recession and
the recall crisis is fairly obvious. At
no point didthecompany panicand
start makingchanges withoutathor-
ough analysisoftheproblems anda
search for solutions that would im-
prove the company’soperations. The
application of kaizen mind is what
led tothe actions that Toyota took.

Toyota repeatedly attributed the
recall crisisto communication prob-
lems, and it is clear that the process
ofgetting from customerconcernsto
concreteaction toaddress those con-
cemswasanythingbut lean. Oneex-
ceptionwas thecall center, butitcould
notaddress therealroot causeof the
problem. What it could do was pro-
videoneof thebestsourcesof dataon
thereal customerconcerns—itcould
bring the problems tothe surface.. ..

Of course dataareonly data; they
do not solve problems. The prob-
lems have tobesolved in design, en-
gineering, sales, customer suppaort,
and manufacturing....

Reinforcing knizen mind isalso
the focus of the investment inthe
new “customer first” training cen-
ters that arebeing deployed around
the world. Thesecenters are not just
lecture halls where a“customerfirst”
mantracanbe repeated overand over
again. Theyarecenterswhere team
members practice problemsolving
fromthecustomerperspective. Itis
very hands-onworkto improvethe
kaizen mind of thosewhoaregoing
through the training.

Teamwork
Everyone preaches teamwork, but
unfortunately, it is often poorly prac-
ticed. Webelieve that teamwork was
practiced quite effectively within
departments in Toyota and within
sections of the company. Teamwaork
was evident in the Toyota Motor
Sales (TMS) call center during the
flood of calls related tothe sticky
pedal recall. It was evidentin the
plants as thev adjusted toreduced
hoursand plant shutdownsduring
the recession, and then adjusted
again to self-sufficiency. It was evi-
dent inthe way various parts of the
organization came together to find
asolution to the sticky pedals and
get partsand training outto dealers.
The communication problems
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were issues that cut across thesedi-
visions, and this was showntobe
a weak point. This too violated a
core principle of the Toyota Way;,
perhaps best expressed by former
president and chairman Eiji Toyo-
da: “Iwant you to think for theen-
tire company rather than yourself
alone. Coordinate with otherdivi-
sions, and lead on, nomatter what,
toconcreteresults.”

This attitude of thinking about
the entire company is all well and
good, butin acomplex global en-
terprise, it is impossible for every-
onetocommunicate witheveryone
else, Each person we spoke to at Toy-
ota thought of himself asateamplay-
er. This was drilled into them from
the day they entered the company.
Yet workinginwhatever teams they
were part of was not enough. There
needs tobe a constant focus onun-
derstanding the weak points in
teamwork and communicationand
looking toimprovethose blockages
that prevent the right people from
communicating about the right
things. This is an endless journey
for every company....

A never-ending cycle

We can'temphasize enough that Toy-
ota's effortsinresponse tothecrisis
were neither radical changes nor
short-term “projects.” The efforts
were to alargedegree the same agen-
da that Akio Tovoda had set when
hefirst became president, morethan
six months before there wasany
thought of the recall crisis: to
strengthen core Toyota values.

Akio Toyodagrew upinthe fam-
ily that had founded Toyota values.
It is evident to anyone who spends
time with him that he still cherish-
es thecore principles todayin avery
personal way.

When Liker visited Japan todo
the interviews for this book, Akio Tov-
oda made a point of telling the story
(memorialized in the Tovota muse-
um) of hisgreat-grandlather, Kiichi-
mo'Tovoda, taking personal responsi-
bility for fixingacustomer problem.
One day Kiichiro happened to drive
by a broken-down Toyota truck. He
stopped, climbed underthe truck,
and helped thedriverrepairit. Back
at Toyota headquarters, he went to
the engineering department to ex-
plainthe problemand givetheengi-
neers the task of finding and lixing
the root cause. Later, he went to the
factoryto makesure that the fix had
been properly implemented and that
no future Toyota vehicle would suf-
ferthe same problem. The point of
thestory is notthatseniorexecutives
should be climbing under vehicles
or replacing sticky pedals; it's that
everyone in Toyota, no matterwhat
level sheis in the company, should
takeerrorsand defects personally—
and do everything she can to make
surethatthe root cause is found and
the problemfixed. A problemthataf-
fects a Toyvota customer is never
“someone else’s problem.” E |
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