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Why Toyota Won and How Toyota Can Lose  
the latest letter from James Womack 

  
  
  

 

  

Simon & Schuster has just re-issued The Machine That Changed the World, which Dan Jones, Dan 
Roos, and I co-authored 17 years ago. Doubtless, our publisher has noticed the current Toyota boom 
when any book with "Toyota" on the cover sells. 
 
Fortunately, Machine is still the best description of the complete Toyota business system – product 
development, supplier management, dealing with the customer, fulfilling orders from raw materials 
through production, and management of the global enterprise. It still has a story to tell. As new CEO 
Alan Mulally remarked to Ford employees when he arrived in Detroit last fall, it is the best summary of 
why Toyota is winning.  
 
But in fact Toyota has already won. It's just a matter of totaling units sold and revenues during 2007 to 
know exactly when to transfer the industry leader's jersey from GM to Toyota. Much more important 
from a business standpoint, Toyota won the profitability race years ago. 
 
The interesting question for the future is not the precise day Toyota wins but how Toyota can lose. 
The conventional wisdom is that it may fumble on quality (as evidenced by recent recalls) or go soft on 
costs or stumble in trying to make Lexus a truly elite brand or fail to gain a stable production and sales 
base in the emerging markets of China and India. 
 
And these could happen. But if they do they will be symptoms, not the root cause. Toyota's real 
challenge for the future is to introduce and sustain lean management and lean leadership at every 
point in a rapidly growing organization. 
 
It's sobering to realize that many new employees at Toyota read Jeff Liker's The Toyota Way and Jeff 
and Dave Meier's The Toyota Way Field Book (which every lean thinker should read as well) to try to 
understand the company they have joined. Toyota's traditional way of creating managers by hiring 
them straight from high school or college and carefully coaching them over many years to become 
seasoned Toyota-style leaders is being severely strained by Toyota's breakneck growth rate. There 
are too many new pupils and not enough mature teachers as Toyota opens new plants, engineering 
centers, and supplier development groups across the world. 
 
Toyota's great risk, the way it can lose, is that its new managers and the managers in its new 
suppliers will revert to the old, mass-production mentality of the companies or schools they have come 
from. If this happens, Toyota's management performance will regress toward the mean. Instead of 
moving the whole world to embrace lean management, Toyota will become just another company. And 
that will be a tragic failure for us all. 
 
What does Toyota need to teach its new lean managers? Obviously, the specific methods (tools) for 
conducting production, product design, supplier management, and sales are important. But these are 
the easy part. The heart of the lean manager’s knowledge is strategy deployment originating with 
senior managers, A3 problem solving for line managers in the middle of the organization, and 
standardized work for primary supervisors near the bottom. 
 
And at every level Toyota needs to teach its managers to utilize these concepts by going to the 
gemba. There, they need to lead by asking questions about the true business problem, the current 
condition causing the problem, a better condition (that is, a better process) that could address the 
problem, who must do what when to achieve this new condition (the future state), and what evidence 
will show that the problem has been addressed. 
 

LEAN CONSORTIUM 
MEMBERS: 

• CFN Precision 
• CGL 
• CTS Canada 
• EATON Cutler Hammer 
• KRAFT 
• LA-Z-BOY- Residential 
• MESSIER-DOWTY 
• MORRISON LAMOTHE 
• ORENDA 
• NESTLE WATERS CANADA 
• STACKPOLE  
 

mailto:Richard.Kunst@La-Z-Boy.com


Inspired People – Robust Processes – Lean OperationsPage 2 of 3 

= 
  

This means managing the organization's value-
creating processes (value streams) by asking 
highly informed questions rather than 
managing results at the end of the reporting 
period. (The latter is simply another form of 
end-of-the-line quality inspection.) And it 
means avoiding a resort to orders on what to 
do next when matters seem to be getting out of 
hand. 
 
Issuing crisp orders is the natural instinct of any 
boss. Indeed, most bosses seem to think that 
by virtue of their experience and authority, they 
should be able to solve any problem lower in 
the organization. But orders from the boss 
rather than informed questions take away the 
lower-level managers' responsibility for solving 
problems. They start a vicious circle in which 
lower-level managers wait to be told what to do 
by higher-level managers who are much further 
from the gemba where value is created and 
who inherently have less – not more – 
knowledge of the best thing to do.  
 
Compared with the rest of us, Toyota has one 
major advantage. It never acquires companies 
or facilities. It expands by opening "greenfield" 
operations in new locations. So if it finds that it 
can't grow lean managers at the same rate as 
sales it can simply slow down. And my bet is 
that Toyota will slow down if it senses that its 
management values are being diluted.  
 
The rest of us face a harder problem. We 
already own and operate "brownfields" that 
urgently need a transformation in their 
management. Slowing down this transformation 
simply makes us fail faster! 
 
In summary, Toyota can fail and if it does the 
root cause will be a failure to propagate its 
management system. We can also fail. And if 
we do the root cause will be a failure to 
transform our outdated mass-production 
approach to management. Thus it turns out that 
we all face the same challenge! 
 
It follows that all of us in the Lean Community 
need to learn from each other about the best 
way to create lean managers and lean leaders. 
I’m happy to report that sharing our experience 
will be a key objective of the Lean Enterprise 
Institute as we begin our second decade next 
fall. We don’t want anyone to fail. 
 
Best regards, 
 
Jim 
 
Jim Womack 
Chairman and Founder 
Lean Enterprise Institute 
 
 

 
THE STRATEGIC HAPPINESS PLAN 
 
According to a recent business survey, less than 
50% of Americans are satisfied with their jobs, more 
than at any time in the past 20 years. The trend is 
strongest among those under 25, with 61% being 
relatively unhappy. Less than 45% of workers in the 
45 to 54 age bracket are satisfied. Older people 
seem to like their jobs more. Overall, dissatisfaction 
has spread among all American workers, regardless 
of age, income or place.  
 
People living in New York, New Jersey and 
Pennsylvania are the most disgruntled (less than 
41% satisfied) while people living in Montana, 
Idaho, Wyoming, Nevada, Utah, Colorado, Arizona 
and New Mexico were most likely to be happy - 
56% said they were satisfied. 
 
The thing that bugged most workers the most about 
their jobs were bonus plans and promotion policies. 
Workload and potential for growth were also rated 
poorly. Most people polled found their work and co-
workers interesting. 
 
Forget salary, location, prospects - Happiness is the 
new weapon in the drive to recruit the best and 
brightest new workers. A recent happiness survey 
found the most important factor is having friendly, 
supportive colleagues. A competitive salary was No. 
10 on the list.  
 
Employee happiness has a big impact on company 
performance.  
It influences work performance, employee retention 
and absenteeism. 
Happiness is inseparable from the real business of 
any organization and should be considered a key 
business goal.  
 
Implementation and development of a strategic plan 
associated with Happiness is not just the 
responsibility of the HR Department, but of the CEO 
and top management team. A strategic happiness 
plan should include policies and procedures that 
allow employees to speak their minds openly, with 
their questions and doubts responded to quickly 
and effectively. 
 
Related links: 
 
Americans Hate Their Jobs More Than Ever: 
http://www.livescience.com/humanbiology/070226_
hate_jobs.html  
 
BBC - You've Got to Laugh:  
http://news.bbc.co.uk/2/hi/uk_news/magazine/6246
249.stm  
 
Strategic Happiness: 
http://www.buzzle.com/editorials/2-14-2005-
65780.asp

 
Reprinted from Jim Pinto’s newsletter 
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Tour    Workshop    Conference 
  

Consortium Event Schedule 

 
 

January February March April May June  

T 
Wednesday  24 
Eaton Electrical,  
contact  Joe 
Fisher, 
JoeRFisher@eaton.com

 
W 

La-Z-Boy 
Corporate 
Monroe MI 
February 14 & 15 
Enterprise Value 
Stream Mapping 
How to use the 
VSM tools to map 
admin processes. 
Contact  Richard 
Kunst for info. 
Richard.kunst@la-z-
boy.com
Register at www.ame.org  

T 
Wednesday 14,  
CFN Precision,  
contact  Paul 
Kaulback, 
pkaulback@cfn-inc.com  
 
  

T 
Wednesday 21,  
Nestle Waters,  
contact  Mariela 
Castano 
mcastano@perriergroup.com

 

T 
Wednesday 18,  
 CTS Corp.,   
contact  Bob Garces, 
Bob.Garces@ac.ctscorp.com

 
 

 

C 
Lean Design & 
Development 
Conference 
Wed 18 to Fri 20 
Chicago 
Contact 
www.iirusa.com/lean  

T 
Wednesday 16, 
Stackpole  CSD,  
contact  Don Barber 
Don.Barber@stackpole.ca

 
Consortium 
Shareshowcase 
 
Saturday 05 
CGL Guelph. 
Contact Cindy 
Grolleman 
Grolleman@canada.com  or 
Dave Deskur 
daved@cglmfg.com  

T 
Wednesday 20, 
Morrison LaMothe,  
contact  Tony Vita 
tvita@morrisonlamthe.com   

 

 
C 

AME Regional 
Conference 
Mon 18 to Thur 21 
Edmonton, Alberta 
Contact 
www.measureupforsuccess.com  

July August September October November December 
 
 
 
 
 
 
 
 
 
 
 
 
 

  T 
Wednesday 26,  
Kraft Foods,  
contact  Hanif  Jivraj 
hjivraj@Kraft.com    

T 
Wednesday 10,  
CGL Manufacturing  
contact  Dave Deskur 
daved@cglmfg.com

 
C 

AME National 
Conference 
Mon 29 to Friday 
Nov 2 
Chicago 
Contact 
www.ame.org
 
 
 
 
 
 
 

 

T 
Wednesday 14, 
Messier-Dowty,  
contact  Mike Smith 
Mike.Smith@Messier-
dowty.on.ca

 
 
 
 
 
 
 
 
 
 

T 
Wednesday 12, 
Orenda,  
contact  Brenda 
McIntosh  
brendamcintosh@orenda.com    
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