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The DNA of the
Toyota Production
System

The Four Rules

The tacit knowledge that underlies the Toyota
Production System can be captured in four basic
rules. These rules guide the design, operation, and
improvement of every activity, connection, and
pathway for every product and service. The rules are
as follows:

Rule 1: All work shall be highly specified as to
content, sequence, timing, and outcome.

Rule 2: Every customer-supplier connection must be
direct, and there must be an unambiguous yes-or-no
way to send requests and receive responses.

Rule 3: The pathway tor every product and service
must be simple and direct.

Rule 4: Any improvement must be made in
accordance with the scientific method, under the
guidance of a teacher, at the lowest possible level in
the organization.

All the rules require that activities, connections, and
flow paths have built-in tests to signal problems
automatically. It is the continual response to problems
that makes this seemingly rigid system so flexible and
adaptable to changing circumstances.

4 capabilities of a leader

The DNA of TPS
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Design work such that problems are immediately visible

y

Swarm problems when they occur

y

Share learning laterally
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Take responsibility to develop others
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What can we learn from past

leaders?







What can we learn from current

leaders?




General Electric
Toyota

Procter & Gamble
FedEx

Johnson & Johnson
Microsoft

Dell

Berkshire Hathaway
Apple Computer
Wal-Mart
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® Toyota hopes its full-sized truck, the Tundra, will lead a category dominated by Detroit.

No surprise here: General Electric is the World’s Most Admired Company—for the sixth time in eight
years. But the breakout performer on our global list is Toyota. By rising three spots to replace Wal-
Mart as No. 2, Toyota became the highest-ranking non-U.S. company in the nine-year history of the
international Most Admired list. Japan’s top carmaker is churning out profits in a tough industry, earn-
ing $11.4 billion in 2005—more than the next 12 carmakers combined. By the end of 2006, Toyota is
set to overtake GM as the world’s biggest producer of cars and trucks.

As in past years, the global list was dominated by American companies, which took 16 out of the top
20 positions and 32 of 50 overall. The survey’s 8,645 executives, directors, and analysts in 23 countries
and at 351 companies (211 outside the U.S.) rewarded companies that delivered results. Europe’s top com-
pany, BMW (No. 13), is the world’s luxury-car leader—overall sales volume grew 5.5% to set a new record.
Singapore Airlines (No. 19) jumped nine spots. Nokia hung in there at No. 20, making it the highest-
ranking telecom company. And South Korean consumer electronics leader Samsung (No. 27) jumped 12
spots. For the first time that put it ahead of archrival Sony, which fell 19 places to No. 34. — Telis Demos

Source: Fortune magazine - 2006



World Rank - Automakers

2006

Rank GROUP Total
_ Total 68,096,390
Profit i GM 8,965,305

U$12B |2 Toyota 8,036,010 |

3 Volkswagen 5,684,603
4 Ford 6,506,847
B Honda 3,669,514
B PSA 3,456,859
Fi Missan 3,223,372
8  Chrysler 2,544 590
4 Henault 2,543,649
10  Hyundai 2,505,027
11 Fiat 2,319,642

12 Suzuki 2,297 277

Ref.: International Organization of Motor Vehicle Manufacturers
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“If things seem under

control, you are

just not going fast enough”

Tom Peters




Organizational capability

McKinsey&Company

Physical process capability
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GM posts record 2Q profit

July 18, 2000: 11:54 a.m. ET

Automaker beats forecasts despite
drop in North American share, profits

General Motors

NEW YORK (CNNfn) - General Motors Corp. @& sAVE THIS
reported a record second-quarter profit
Tuesday, beating Wall Street forecasts
despite some loss of market share in its @ & FRINT THIS
home market,

@G = EMAILTHIS

@Yy MOST POPULAR

Company officials say that, despite some softness in North
American sales, it is on target to meet forecasts of a record
profit for the year -- and that it is eyeing additional share
repurchases as a way of continuing to improve earnings per
share.

The world's largest automaker reported second-quarter net
income of $1.8 billion, or $2.93 a diluted share -- above
consensus forecasts of $2.82 a share, according to First Call,
which tracks analysts' estimates. & year earlier, earnings were
$1.7 billion, or $2.66 a share.

Rewvenue rose to a record $48.7 billion in the quarter from $45.1
billion as the number of vehicles sold rose to 2.36 million
worldwide from 2.33 million.

But GM actually had lower

—— ADVERTISEMENT —

But it may pave
the way to
thousands in
savings over time.

Taking the High

Road to Low
Investing™
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irgin America, praised for its low-cost, high-tech flights GM sets

company

record for
worst loss
in quarter

Shares fall more than
6%; S&P lowers rating

By Tom Krisher
ASSOCIATED PRESS

DETROIT — General Motors
posted a company-record $39 billion _
_loss yesterday for the third quarter, as
a charge involving unused tax credits
brought an abrupt end to a string of
three profitable quarters for the na-
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W. Edwards Deming







Lead Time

“The only thing we are doing is reducing the
“lead time line.”

Taiichi Ohno
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The Need to Eliminate Waste

What if there is no need?



HEFRORALBE

Japan Post Office has been increasing the profitability after
implementing TPS in 2003.

Eliminate waste!

Fast response to Customers!!
Shorter Lead Time!

2003 =-USS25 Million

2004 = +USS115 Million

2005 = +USS 200 Million

2006 = +USS$S220 Million




The Need to Eliminate Waste

What if there is no need?

Leadership must create the need
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Design work such that problems are immediately visible

How do you bring problems to

surface?




Design work such that problems are immediately visible

STGMPANY

In Wiseman's early days, Georgetown was run by Fujio Cho, now the chairman of
Toyota worldwide. Every Friday, there was a senior staff meeting. "l started out going
in there and reporting some of my little successes,” says Wiseman. "One Friday, | gave
a report of an activity we'd been doing”--planning the announcement of a plant
expansion--"and | spoke very positively about it, | bragged a little. After two or three
minutes, | sat down.

"And Mr. Cho kind of looked at me. | could see he was puzzled. He said, 'Jim-san. We
all know you are a good manager, otherwise we would not have hired you. But
please talk to us about your problems so we can all work on them together.”

O
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Design work such that problems are immediately visible

How to bring problems to
surface?
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Coaching Kata
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Coach, develop, shape, ...
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Share learning laterally

Yokoten

Share learning laterally.




Share learning laterally
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The DNA of TPS
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Responsibility

Leaders take responsibility for
developing their people.




Take responsibility to develop others

How do people solve problems in your organization?
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Take

responsibility to

develop others




(9]
-
()
-
o+
@
Q.
9
Q
>
Q
e
O
)
>
=
o
(Vg
-
O
(@R
0]
Q
| -
Q
-z
O
T




FDCA - PROBLEM SOLVING FOEM
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Take responsibility to develop others

Be the example




An example from Pacific Surfing School

.
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Follow this procedure in a di¥

STANDARDIZED WORK
seq. | INSTRUCTION SHEET
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150 CONTROL #

REVISION #.

NO. |ELEMENTS OF OPERATION

KEY POINTS

10 [Both hands on mark 1
20 | Stand up with left foot on mark 2

30 |Put right foot on mark 3 to acquire balance
An IRE-o e foosem — b4 Lo opick up speed|

’

%

o) e Revenue
before .
10 . Put wr
— . = Increase
st
30 T Stretching and warm
> |
40 5 Safety, current, tides, emergencj Q r i II
. . . . EnsgpE all stud are fol g and e full
50 = Hand signs, wistle signs Aerstan Wi,
&0 0 T Late studentsshouldpn;?tr:tmn he class from this
70 55 Push boards, coach, give fesdback Devote equal attentionuntil _r._nmestud ents can
stand up gn their own.
. ) Approach students individually for feedbackand
£ = STTIITERTEIT T TR encouragement: Sell next lesson, surf camp.
- . i | Compliment students and offer them a coupon:
a0 end R free drink at Beach Buns with a purchase of

they like the class7
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Leaders must set the culture




Thank You!

Samuel (Sammy) Obara
s.obara@honsha.org
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