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tHe DriVing 
Voice of lean 

organisations and interviews featured in this 
edition include:  
toyota, rally software, fastcap, rouge Valley Health 
system, Daniel t jones, james Womack and eric ries.

in tHis issue:

the toyota issue: jeffrey k. liker and joseph Paris assess 
the current situation with toyota and its production 
system after a problematic year for the car manufacturer 
and its many recalls.

When worlds collide: rally software’s karl scotland 
explains how combining both lean and agile principles 
and practices helped the company truly meet their 
customer’s needs. 

the lean entrepreneur: lMj catches up with lean startup 
guru and new York times bestseller eric ries to talk 
about the difficulties and rewards of applying lean to 
startups, changing the mind-set of seasoned professionals 
and embracing the ideas of youthful entrepreneurs.

looking back to move forward: Daniel t jones from the 
lean enterprise academy reflects on the year that was in 
lean and discusses what he thinks lies ahead in 2014. 

Do it in the bathroom: Paul akers from fastcap in the 
united states reinforces lean in his company by applying 
it to the most unlikely of places – his company toilets.

understanding the voice of the 
customer and how it drives a 
lean organisation.
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Dear reader,

this autumn i witnessed potentially the last great performance of the lean world’s ‘rat 
Pack’. james Womack, Daniel jones and john shook all on one stage, and i consider myself 
extremely privileged to have witnessed it. the association of Manufacturing excellences 
annual global conference in toronto provided the platform for the three lean gurus to share 
nearly a century of management philosophy. 

With retirement looming for Womack and jones taking a lesser load, i am left with the 
question of who will take the mantle and become the next gurus of lean management?

Having met and worked with many lean management experts in my career, shook is by far 
the most impressive of all i have met. john has that rare combination of being an effective 
lean thinker, author and communicator, balanced with a phenomenal track record at toyota. 
His friend and colleague james Womack summed up john by pointing out that with his 
japanese wife, fluency in the japanese language and depth of working knowledge of toyota; 
“in japan he is more japanese than the japanese, when he’s in the states he’s more american 
than americans, he is a real cultural chameleon that allows him to exceed.” 

With john shook smoothly taking over from jim Womack as chief of the lean enterprise 
institute, the lean movement still has a solid leader for the foreseeable future. over the next 
two issues of the lean Management journal we will be hearing candid interviews from 
Womack and shook as we review their thoughts on lean management.

there are several contenders getting ready to fill the void of global lean management experts 
when Womack and jones exit stage left. jockeying for position at the top of the list if jeffery 
liker and Mike rother, both regular contributors to the journal (liker weighs in on the toyota 
recalls debate on page 8 of this issue). However, time will tell if they will be able to fill the 
shoes left by the ‘rat Pack’ of lean.

in a fitting end to the year and to the three lean stalwarts i have been discussing, in this final 
issue of the year, Professor Dan jones reflects on 2013, sighting what he believes were the 
biggest movements that happened to the lean world and looks at the lean innovations on the 
horizon for 2014.

one of the massive shockwaves that hit the lean world this year was the recalls at toyota. 
to dissect the toyota issue and both defend and question the coveted toyota Production 
system, jeffrey liker and joseph Paris share their knowledge on the subject. 

it’s been a big year for lean, and i’m sure with current movements and advancements we will 
continue to see some fantastic progressions in 2014.

Happy reading! 
commissioning editor, jon tudor

john has that rare combination of being an 
effective lean thinker, author and communicator, 

balanced with a phenomenal track record at toyota 
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W
ithin the lean world there are 
some huge movers and shakers. 
Companies and organisati ons 

that have always been there, waving 
their lean fl ag and standing as a 
benchmark for others to aspire to. 
Perched on top of this pile is arguably, 
the holy grail of lean companies – Toyota. 

The huge number of books, arti cles and 
case studies writt en about the beloved 
Toyota Producti on System and the way 
the company has completely engrained 
lean practi ces into its producti on line 
throughout its recent history has made 
it one of the most trusted companies in 
terms of its customers.

But how does this loyal customer base 
react when a few chinks are exposed in 
the Toyota armour?

In September, both Toyota and Nissan 
had to withdraw massive numbers of 
their vehicles due to faulty parts. Nissan 
recalled almost 1 million of its vehicles 
due to a fault with an accelerator sensor, 
hastening to assure that no accidents 
had occurred due to the fault. 

Toyota on the other hand admitt ed it 
knew of 24 “minor accidents” as a result 

of the automati on transmission on its 
Sienna minivan being able to shift  out of 
park mode without the driver depressing 
the brake as is usually required. This 
resulted in the manufacturer recalling 
615,000 of the vehicles from the United 
States. Not to menti on the further 
718,000 Toyota vehicles recalled from 
the US earlier that month.

Despite the obvious safety concerns, this 
also raises questi ons about the state of 
the Toyota Producti on System. If a faulty 
piece has managed to fi nd its way into 
more than 1 million Toyota vehicles, 
what has (or perhaps, hasn’t) happened 
along the company’s supply chain and 
why why isn’t the same obsession 
for detail being carried out across it? 
And furthermore, how has this major 
incident impacted the trust the company 
has spent so long establishing with its 
enormous internati onal customer base?

In the next few pages, LMJ Editorial 
Board members Jeff rey K Liker and 
Joseph Paris have both thrown their hats 
into the ring to both defend and call the 
TPS to questi on. But whether or not the 
TPS is beginning to corrode, one thing is 
for sure - Toyota’s global customer base 
will want answers.

callum Bentley, editor
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When the bar 
must be raised

i
t has been a tough several 
years for Toyota. Information 
gained from the manufacturer 

indicates that in 2013 alone (as of 
October), there have been almost 3.5 
million vehicles recalled. According to 
the latest annual figures available, the 
total units produced in 2012 was 9.9 
million; that’s an annual recall rate of 
over a third (35%) of vehicles produced. 
And this does not include the unknown 
number of vehicles involved in “service 
bulletins”, which are problems known 
to the company which require remedial 
action, but do not warrant a formal 
recall. To give some perspective, if the 
average burdened cost to Toyota of the 
recall was only $100 per unit, the total 
cost of the recalls, so far, would be 
$350 million.

These are the kinds of numbers – and 
this is the kind of publicity – that should 
result in many sleepless nights for the 
leadership of Toyota and give cause for 
pause to the millions of disciples of the 
Toyota Production System (TPS) and the 
principles of lean. Even the most fervent 
advocate of the TPS and lean should be 
challenged to their core.

Certainly, with these outcomes, I 
would not want to emulate Toyota if 
I were a business leader (and I am) 
without a level of skepticism and some 
considerable due-diligence. And I 
would be very distrustful and hesitant 
– even resistant – to embrace the 
approaches used by Toyota to improve 
the operations of my business blindly 
and out of faith, based only upon the 

When something isn’t working as 
it should in a lean organisation, 
management will often organise a 
kaizen event to find a way of getting 
the issue back on track and improving. 
But what if that issue is the benchmark 
to which lean aspires? joseph Paris 
explains how the toyota Production 
system may be in need of a little 
improvement itself following a dramatic 
year for the manufacturing giant.

W H e n  t H e  B a r  M u s t  B e  r a i s e D  j o s e P H  P a r i s
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retractor within the seat belt assembly 
for the driver and front passenger 
can become loose over time due to 
repeatedly and forcefully closing the 
access door.

 Apr 11 - 170,000 vehicles are recalled 
because they are equipped with front 
passenger airbag inflators which could 
have been assembled with improperly 
manufactured propellant wafers. 

I am sure there are those who will 
scream, “See!  It’s not the TPS or Lean 
that’s not working at Toyota!  There are 
no defects in the manufacturing process.  
They are doing just fine!”  

Sorry to disappoint those people – but 
in my opinion, Toyota is not doing just 
fine. In fact, there is a large part of the 
business that is operating at an entirely 
inadequate level of performance. And 
I will go even further and state that 
the general public does not recognise 
the nuance of who or what might be 
to blame, the same way a zealot of the 

past reputation of the TPS. After all, who 
wants to be known as, “the company 
that makes poor products, but does 
it very efficiently?” Hardly a path to 
sustainable viability or a rallying cry for 
converting customers into fans.

Of course, if we look at the nature of 
the recalls and their root causes, we 
find that almost none of the recalls are 
the result of actually manufacturing 
the components or assembling the final 
vehicle. In fact, almost all of the recalls 
are the result of failures in product or 
production design and engineering.  
For instance (and to list just a few of  
the recalls); 

 Oct 17 - 803,000 vehicles recalled 
because water from the air 
conditioning condenser unit housing 
could leak onto the airbag control 
module and cause a short circuit.

 Aug 07 - 342,000 vehicles are recalled 
because screws that attach the seat 
belt pre-tensioner to the seat belt 

…with these 
outcomes, i would not 
want to emulate toyota 

if i were a business 
leader…without a level 
of skepticism and some 

considerable due-
diligence. and i would 
be very distrustful and 
hesitant…to embrace 
the approaches used 
by toyota to improve 
the operations of my 
business blindly and 

out of faith, based only 
upon the past reputation 

of the tPs … 
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However, if we examine the entire production line 
from a more “macro-level” perspective as illustrated 
below; starting with marketing and going through 
post sales service (and including all of the finance and 
supply/value chain involvement points along the way) 
we can see that the actual production process, or any 
individual box, is but a small part of the overall process 
of delivering a vehicle to a consumer.

Given a basic tenant of the TPS and lean is to rally 
resources when an opportunity for improvement is 
discovered, it stands to reason that a defect discovered 
at any point along this production line should result in 
an alert and that a Kaizen team be organised to resolve 
the defect before resuming the production process. If 
the problem exists in design or production engineering, 
it means that there probably has not been enough 

TPS does.  All the general public sees, 
and rightfully so, is that the output and 
results of the efforts of Toyota  
are defective.

Most TPS and lean professionals think 
of the production line as what goes on 
inside the factory (see red-box below).  
And they believe that, if the intended 
output of their efforts is created with 
minimal waste and at peak proficiency, 
then they have accomplished their 
mission and accomplished it well.  They 
might even consider the expansion of 
the TPS into any one of the other boxes.  
And from this “micro-level” perspective, 
that might be accurate.  

Marketing Concept
Design 

Engineering
Production 
Engineering Manufacturing Sales

Post Sales 
Service

2007 2008 2009 2010

Sep 26, 2007 – US: Toyota and 
Lexus vehicles 
recalled due 
to floor mat 
problem,  
this time for 
all driver’s 
side mats.

vehicles - FAULTY accelerator pedals

Toyotas added to amended 
floor mat recall.

Toyotas added to faulty 
accelerator pedal recall

436,000 hybrid vehicles  
in brake recall

Apr 16, 2010 – US:

55,000
Camry and ES 350 cars  
in “all-weather” floor  

mat recall

Nov 02, 2009 – US:

3.8
million

4.2
million

Nov 26, 
2009 – US:

floor mat 
recall 

amended 
and 

increased 
to vehicles

Jan 21, 2010 – US:

2.3 million

Jan 27, 2010 – US:

Jan 29, 2010 
Europe, China:

million

Feb 08, 2010 – Worldwide:

MY 1998–2010 
Sienna minivans  

for possible 
corrosion of spare 
tire carrier cable

600,000
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testing, or the right testing, or even 
an understanding of what needs to be 
tested and how.

Given this view, there are really only two 
answers to the challenge, either; 

1) The TPS is being grossly under-
implemented – even at Toyota, or;

2) The TPS is entirely inadequate as 
an enterprise-wide approach for 
attaining operational excellence and 
establishing the company as a high-
performance operation.

If we consider the first, then the 
challenge is “how do we leverage the 
TPS to gain alignment and integration 
across the entirety of the enterprise?” 
Here, I believe it would be important to 
expand the terminology and toolsets 

of the TPS, even the name itself, so that it involves, 
incorporates and supports the entire company across all 
its aspects and endeavors.

And if we consider the second, then the challenge 
is “how do we design and deploy a business-wide 
operating system that integrates with the TPS for where 
it is appropriate?” In this case, a super-system for the 
entire enterprise would need to be developed and 
launched which seamlessly incorporates the TPS. It 
should leverage the strengths of the system where such 
strengths might exist and augmenting the weaknesses 
of the TPS where appropriate.

The TPS was developed between 1948 and 1975, which 
makes it roughly 40 to 70 years old. And whilst it might 
have been transformational in its prime, it is obvious 
from the experiences and results at Toyota that the 
TPS is in dire need of transformation itself to remain 
effective and even relevant – and to meet the needs of 
the 21st Century organisation.  After all, even the TPS 
should be subject to Kaizen.

2011 2012 2013 2014

270,000 Crown 
and Lexus 
models for 
valve springs 
with potential 
production 
issue

412,000 
Avalons and 
LX 470s for 
replacement 
of steering 
column 
components

About 1.13 million Corolla 
and Corolla Matrix vehicles 

produced between 2005 
and 2008 for Engine Control 

Modules (ECM) that may 
have been improperly 

manufactured

An additional

780,000 Rav4s and  
Lexus HS 250h models 

recalled due to a 
suspension problem

615,000 Sienna Minivans 
recalled to fix a lever 

problem which could cause 
the vehicle to shift out of 

park mode

vehicles recalled in US, Europe 
and Middle East due to a fault 
which could cause the airbag 
to spontaneously deploy. The 

fault was believed to be caused 
by spider webs causing a 

blockage in the air conditioning 
condenser resulting in drips of 

water short-circuiting the airbag 
control module

July 05, 2010 – World: July 29, 2010 – US:

2.17
Feb 22, 2011 – US:

million vehicles for gas 
pedals becoming trapped 

on floor hardware

Sept 2013

Aug 28, 2010 – US & Canada: Sept 2012 – World:

7.4 million vehicles recalled 
globally due to potential 

fire hazard involving power-
window switches

Sept 2013:

Oct 18, 2013:

885,000
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it seems to be a natural instinct to immediately 
question the toyota Production system as soon as the 
words “toyota” and “recall” appear in the headlines. 
But as lMj editorial Board Member and respected 
tPs related author jeffrey k liker explains, slowing 
down the aggressive thought process will often result 
in a more logical explanation.

i
t seems whenever something bad 
happens to Toyota there are 
questi ons about the robustness of 

the Toyota Producti on System.  One of 
these bad things is a major recall.  Why is 
Toyota recalling millions of vehicles?  Is the 
cause rampant bad quality that somehow 
slipped through the cracks of the vaunted 
TPS?  And if Toyota has worked so hard to 
ti ghten up quality factories why are recalls 
sti ll slipping through?

Kahneman, in Thinking, Fast and Slow, 
simplifi es the brain into a fast processor 
that rapidly draws conclusions and a 
slow part that processes data and more 
carefully draws inferences. The fast part 

is usually dominant. One of the benefi ts 
of a systemati c problem-solving process 
based on asking “why” fi ve ti mes, is that 
it slows us down.  

Let’s consider the following:

A. Observati on: Toyota has issued yet 
another major recall of a lot of vehicles.

B. The assumed problem: Rampant 
quality problems are leading to safety 
issues for customers.

C. The assumed root cause: 
Something is wrong with the Toyota 
Producti on System.

recalls and toyota Production system:  
the problem with fast thinking
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of recalls accelerated dramatically.  
For example, if you go to the NHTSA 
website and search for “monthly defect 
investigation reports” you can pick 
a month and look at all the vehicles 
suspected of having safety defects 
that are under investigation, including 
some several years old and not closed 
out.  There are plenty each month and 
almost none are Toyota vehicles.  Toyota 
voluntarily recalls anything where there 
are customer complaints that may 
theoretically lead to a safety issue before 
waiting for the NHTSA investigation.

On September 27, 2013 we learned Toyota 
recalled over 600,000 Sienna minivans for 
model years 2004, 2005 and 2007 through 
2009. We learn a shift lever could break in 
these older vehicles. It seems unlikely this 
was a factory problem unless someone or 
some machine created defects for some 
years and somehow took a break from 
that mistake in 2006. More likely this was 
an engineering issue not anticipating the 
impact of wear on certain parts, and could 
have been a supplier design decision, 
probably made sometime around 2002.  Is 
this an indication that TPS is not working 
lately? Absolutely not.

My position has been that one problem 
that leads to a defect in one vehicle is no 
different then that same one problem that 
leads to theoretically possible defects in 
millions of vehicles, and thus a recall. It 
is still one problem. Therefore, number 
of vehicles recalled is dramatic, and 
undoubtedly something for any automaker 
to take seriously, but not a good indicator 
of the number of quality problems. A little 
slow thinking can go a long way.

In reality, if we practice a little slow 
thinking, it would quickly cause us to 
question B and C.  Why? Consider the two 
recalls that originally made up the crisis 
leading to Akio Toyoda testifying before 
the US congress in 2009.

1. Floor mats entrapped accelerator — 
The original case that got publicity was 
the Saylor family’s horrific accident 
and deaths and the root cause was the 
wrong oversized all-weather rubber mat 
installed by a dealer that entrapped the 
floor pedal.  After that, no accidents 
(as far as we know) were associated 
with floor mat entrapment.  In the U.S., 
rubber mats are popular and could 
entrap the pedal if not clipped down 
and if stacked on top of the carpet mats 
installed in the factory.  Toyota defect? 
Debatable.  Related to anything in a 
factory following TPS?  No.

2. Sticky pedals that can slow or stop 
deceleration — In about 15 of more than 
2,000,000 vehicles this happened. The 
root cause was two plastic parts sticking 
together only under extreme moisture 
or extremely hot conditions.  No serious 
accidents were known.  Toyota defect? 
It was a supplied part, but Toyota is still 
responsible.  Related to anything in a 
factory following TPS? No.

After the congressional hearings, 
Toyota made many changes including 
appointing an American Chief Quality 
Officer with a great deal of power to 
influence recall decision. Toyota policy 
shifted from investigate the cause first, 
then recall to recall first then investigate 
the cause, and predictably the number 

f u r t H e r 
r e a D i n g :

Liker, J., & Ogden, T. 2011. Toyota 
Under Fire: Lessons for Turning 
Crisis into Opportunity. McGraw-
Hill Professional

NHTSA website safety 
defects: www-odi.nhtsa.dot.
gov/cars/problems/defect/
defectmonthlyreports.cfm)

on september 
27, 2013 we learned 
toyota recalled over 

600,000 sienna 
minivans for model 

years 2004, 2005 and 
2007 through 2009 
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