~ A Service of
’. b Leibniz-Informationszentrum

.j B I l I Wirtschaft
) o o o Leibniz Information Centre
Make YOUT PUbllCCltlonS VZSlble. h for Economics ' '

Toma, Sorin-George; Naruo, Shinji

Article
Total Quality Management and Business Excellence: The
Best Practices at Toyota Motor Corporation

Amfiteatru Economic Journal

Provided in Cooperation with:
The Bucharest University of Economic Studies

Suggested Citation: Toma, Sorin-George; Naruo, Shinji (2017) : Total Quality Management and
Business Excellence: The Best Practices at Toyota Motor Corporation, Amfiteatru Economic Journal,
ISSN 2247-9104, The Bucharest University of Economic Studies, Bucharest, Vol. 19, Iss. 45, pp.
566-580

This Version is available at:
https://hdl.handle.net/10419/169089

Standard-Nutzungsbedingungen: Terms of use:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen Documents in EconStor may be saved and copied for your personal
Zwecken und zum Privatgebrauch gespeichert und kopiert werden. and scholarly purposes.

Sie durfen die Dokumente nicht fiir 6ffentliche oder kommerzielle You are not to copy documents for public or commercial purposes, to
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich exhibit the documents publicly, to make them publicly available on the
machen, vertreiben oder anderweitig nutzen. internet, or to distribute or otherwise use the documents in public.
Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen If the documents have been made available under an Open Content
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten, Licence (especially Creative Commons Licences), you may exercise
gelten abweichend von diesen Nutzungsbedingungen die in der dort further usage rights as specified in the indicated licence.

genannten Lizenz gewahrten Nutzungsrechte.

.: BY http://creativecommons.org/licenses/by/4.0/
Mitglied der
WWW.ECOMSTOR.EU K@M 3
. J . Leibniz-Gemeinschaft


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://hdl.handle.net/10419/169089
http://creativecommons.org/licenses/by/4.0/
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

qe Total Quality Management and Business Excellence: The Best Practices at
Toyota Motor Corporation

TOTAL QUALITY MANAGEMENT AND BUSINESS EXCELLENCE:
THE BEST PRACTICES AT TOYOTA MOTOR CORPORATION

Sorin-George Toma'” and Shinji Naruo?
D University of Bucharest, Bucharest, Romania
2 Japan International Cooperation Agency, Tokyo, Japan

Please cite this article as: Article History

Toma, S. G. and Naruo, S., 2017. Total Quality | Received: 15 December 2016
Management and Business Excellence: The Best | Revised: 20 March 2017
Practices at Toyota Motor Corporation. Amfiteatru | Accepted: 7 April 2017
Economic, 19(45), pp. 566-580.

Abstract

Today’s rough competition at a global level in all spheres of activity imposes companies
worldwide to make sustained efforts in order to improve their products, services and
processes. The automotive industry has always provided valuable examples of companies
that achieved business excellence by putting quality at the core of their production system
such as Toyota Motor Corporation. It has continuously designed, implemented and
developed the Toyota Production System that influenced the emergence of the business
excellence models. The paper aims to highlight the relationship between the concepts of
total quality management and business excellence, and to identify and analyze the best
practices related to them at Toyota Motor Corporation, a leader of automotive industry. The
information obtained through the direct and personal observation method and from multiple
secondary sources of data was collected, processed and analyzed in order to achieve the
objectives of the paper. The main results show that the best practices of Toyota Motor
Corporation related to total quality management and business excellence derive from the
Toyota Production System and these practices are to be found in the attributes of business
excellence.

Keywords: total quality management, business excellence, best practices, Toyota
Production System, Toyota Motor Corporation
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Introduction

Economic globalization has made organizational performance essential to the existence and
prosperity of any business in an increasingly turbulent and hostile environment. Today’s
global fierce competition requires all types of business organizations to continuously
improve their products, services and processes. As companies want profitable and organic
growth (KPMG, 2016) they seek to identify, transfer and implement best practices in order
to obtain a superior performance. By putting in place systems for sharing best practices
companies spread the relevant improvements from one area to another area (Keller and
Price, 2011). On the other hand, the exponential rise in the number of researches related to
best practices has shown an increased interest in benchmarking (Davies and Kochhar,
2002) and business excellence (BE).

Achieving BE represents a significant endeavor for all companies around the world. This is
why striving for excellence has become a top priority for them. Actually, the excellent
companies are brilliant on the basics, work hard to keep things simple, insist on top quality
and treat well both their customers and employees (Peters and Waterman, 1982). In other
words, excellent companies are doing their best by optimizing the use and effectiveness of
all their resources (European Foundation for Quality Management, 2016). The excellence
approaches trace their roots to total quality management (TQM) (Oakland, Porter and
Tanner, 2004) as it has a positive impact on the performances of a company (Opara, 1996;
Ahire, Golhar and Waller, 1996; Arawati and Za’faran, 2000).

Since its advent, the automotive industry has always offered valuable examples of
corporations that achieved BE by putting quality at the core of their production system such
as Toyota Motor Corporation (TMC) (Stewart si Raman, 2008). It has continuously
designed, implemented and developed the Toyota Production System (TPS), a Japanese
system that inspired through its practices the business excellence models (Dahlgaard-Park
and Dahlgaard, 2007).

Starting from the above discussion, the paper aims the following two objectives:
e To highlight the relationship between the concepts of TQM and BE.
o To identify and analyze the best practices related to TQM and BE at TMC.

In this respect, the information obtained through the direct and personal observation
method (visits at Toyota plants) and from multiple secondary sources of data (books,
journals, corporate reports etc.) was collected, processed, and analyzed.

In the first part of the paper the literature review about the concepts of best practices, TQM,
BE and the relationships between them is briefly presented. The second part of the paper
refers to TPS from a historical perspective, emphasizing its key characteristics that led to its
emergence. Some of the best practices of TMC related to TQM and BE are presented and
analyzed in the last part of the paper. Paper ends with conclusions.

1. Literature review

A vast body of literature in the areas of management, business and manufacturing stresses
the importance of best practices in every field of activity (Szulanski, 1996; Davies and
Kochhar, 2002). Bhutta and Hug (1999) consider them as the highest standards of
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excellence for products, services and processes. Therefore, these practices have been
associated with excellence in both industry and services, and the analysis of their
connection has become a relevant topic of study (Quesada-Pineda and Gazo, 2007). Voss et
al. (1997) were among the first researchers to statistically test the validity of the correlation
between best practices and business performance. The organizational performance
encompasses business performance and comprises the financial performance (e.g., profit),
the product market performance (e.g., sales) and the shareholder return (e.g., economic
value added) (Richard et al., 2009). Morita and Flynn (1997) also demonstrated the positive
relationship between the implementation of these practices and corporate performance.
Consequently, best practices could be defined as practices used by top companies that have
a significant favorable effect on their performance (Laugen et al., 2005).

Higher performance helps companies to attain BE. Excellence represents the essence of
managerial thinking and quality is one of its key elements (Landier, 1991). Many Western
big companies began to understand in the 1980s that quality became an important strategic
differentiator and not just a buzzword. It followed a period of scientific effervescence that
led to the emergence of both new concepts such as TQM and new quality standards such as
1SO 9000. All of them, but especially TQM, set the BE framework.

TQM constitutes “an approach that focuses on improving the organization’s effectiveness,
efficiency and responsiveness to customers’ and other stakeholders’ needs by actively
harnessing people’s skills and competencies in the pursuit of achieving sustained
improvements to organizational performance” (Porter and Tanner, 2004, p. 4). In other
words, TQM is “a management approach that aims to succeed in fostering the stable growth
of an organization by involving all of its members in economically producing the quality
that its customers want” (Kume, 1996, p. 2). TQM implies the application of quality
management principles to all aspects of a company (e.g., products, services, customers,
suppliers etc.) and their integration within the business processes (Dale, 2003). Thus, the
achievement of business organizational excellence is at the core of TQM as the latter
represents a multidimensional concept that includes numerous elements, such as (Olaru,
1995; Umeda, 1996): primary focus on quality, internal and external customers’
satisfaction, continuous improvement, systemic vision, robust design, shared responsibility,
quality control, teamwork (Juran, 1989), statistical thinking, supplier integration, education
and training, cultural change, strategic processes etc.

Since the publication of the influential book In Search of Excellence- Lessons from
America’s Best-Run Companies, there have been many attempts for defining business
excellence. The book provides the McKinsey’s 7-S model that comprises two success
criteria for excellence (Peters and Waterman, 1982): hardware (structure, strategy) and
software (systems, shared values, skills, staff, style). As Peters and Waterman (1982)
pointed out, eight attributes characterize the excellent, innovative companies as follows:

e a bias for action;

e close to the customer;

e autonomy and entrepreneurship;
e productivity through people;

¢ hands-on, value driven;
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e stick to the knitting;
e simple form, lean staff;
e simultaneous loose-tight properties.

Later, Peters and Austin (1985) stated that the following four critical success factors led to
excellence: people, care of customers, constant innovation, and leadership. Afterwards,
Porter and Tanner (2004) expanded their researches and identified nine fundamental themes
of BE: leadership; customer focus; strategic alignment; organizational learning, innovation
and improvement; people focus; partnership development; fact-based processes
management; results focus; social responsibility. The aforesaid presentation shows that
TOM and BE designates two multidimensional concepts based on several common
elements (e.g., customer focus, improvement) but are not identical.

Several business excellence models have emerged since the end of 1980s as a result of the
rapid development of the quality movement. In the beginning, there were quality awards
models or TQM models, but the terms “quality” and “TQM” were gradually replaced by
the term “business excellence”. However, some authors challenged the replacement of the
above mentioned terms with the term “excellence” (Dale et al., 2000) arguing that there
was “little or no difference between quality management and excellence” (Dale, 2003,
p. 477). In essence, the business excellence models were designed to help organizations to
focus their efforts in a more systematic and structured way in order to obtain a superior
performance.

Launched in 1987 in the United States of America (USA), the Malcolm Baldrige Model
consists of seven main categories: leadership; strategic planning; customer focus;
measurement, analysis, and knowledge management; workforce focus; processes
management and business results (NIST, 2015). Each category of the American model
represents a sum of specific elements (e.g., leadership comprises vision, mission and
values, communication, communication, performance evaluation, ethical behavior etc.).
This model has been successfully adopted in several countries of the world such as
Singapore, Australia and Japan. In 1984 the Quality Award was established in Singapore
which is granted annually starting from the following seven criteria of the BE framework:
leadership, customers, strategy, people, processes, knowledge, results (SPRING, 2015).
Leading with vision and integrity, creating value for customers, developing organizational
capability, valuing people and partners, driving innovation and productivity, managing with
agility, and anticipating the future are among the attributes of excellence according to the
Singapore model. Similarly, the Australian Business Excellence Framework encompasses
seven categories: leadership; customers and stakeholders; strategy and planning; people;
information and knowledge; process management, improvement and innovation; results and
sustainable performance (SAI Global, 2016). In its current form, the Japan Quality Award
Framework targets the following eight criteria: leadership and social responsibility;
strategic planning; information management; human resource; customer and market insight;
value creation process; results; review and learning process (JQAC, 2016).

On its turn, the European Foundation for Quality Management (EFQM) proposed in 2012
its own EFQM Excellence Model based on five enablers (leadership; people; strategy;
partnerships & resources; processes, products and services) and four results (people results,
customer results, society results, business results). It also identified the following eight
fundamental concepts of excellence (EFQM, 2012): adding value for customers, creating a
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sustainable future, developing organizational capability, harnessing creativity & innovation,
leading with vision, inspiration & integrity, managing with agility, succeeding through the
talent of people and sustaining outstanding results. The existing BE models worldwide
share therefore a common business philosophy that emphasizes, among others, leadership,
customer focus, and workforce focus.

2. The Toyota Production System: A historical perspective

The history of the iconic Japanese company started at the end of the nineteenth century. In
that period, the Toyoda family lived in a small community that produced and sold textiles.
In 1894, Sakichi Toyoda (1867-1930), a self-made man, opened Toyoda Loom Works, a
small business (TMC, 2016a). He began to invent, build and sell wooden spinning
machines. Later, Sakichi succeeded in constructing a power loom by using an old and out
of order steam engine. His early manufacturing approach was based on several main
elements that evolved into the pillars of the future TPS such as genchi genbutsu (going to
the source in order to solve problems and improve processes), jidoka
(autonomation/automation with a human touch), and monozukuri (the spirit of
manufacturing). In fact, the advent and the implementation of TPS are strongly linked with
the history of TMC.

Sakichi always tried to improve the performance of his looms. This is why he decided to
visit the European Western countries where he studied the British machineries produced by
Platt Brothers & Co. and acquired new technical and business knowledge. Sakichi was very
impressed by Samuel Smiles’ motivational book Self-Help that promoted the virtues of self-
improvement: It is the energy of individual life and example acting throughout society,
which constitutes the best practical education” (Smiles, 1863, p. 12). There was no surprise
when he created one of the best automatic looms in the world in 1924. Two years later
emerged Toyoda Automatic Loom Works, the parent firm of the Toyota Group. In 1929,
his son Kiichiro (1894-1952) sold to Platt Brothers & Co. the patent rights to manufacture
and distribute the automatic loom invented by Sakichi for £ 100,000. The sum allowed
Kiichiro to finance his dream: the design and fabrication of a Japanese automobile. Under
the favorable auspices of the new Japanese automotive manufacturing law from 1930 he
began designing the Model AA by using Ford and GM components (Cusumano, 1985) and
purchasing precision machine tools for the manufacturing process. In this way, Kiichiro
pursued one of his father’s ideals by contributing to the betterment of society through
creative enterprise (Magee, 2008).

In 1933, the board of directors of Toyoda Automatic Loom Works, Ltd (former Toyoda
Loom Works) approved the plan for manufacturing automobiles. Kiichiro hired a group of
experienced engineers such as T. Kan who once participated in a pioneering automobile
manufacturing project (Wada, 1995) and nominated S. Kamiya to begin Toyota’s sales and
marketing operations. Also, he sent R. Oshima to Europe to buy equipments and machinery
for automobiles, and S. Takatoshi to the USA to study the manufacturing of the automotive
components. A Toyota delegation visited the Focke-Wulff Plant in Germany and observed
the “‘Produktionstakt’ concept, which later developed into takt time (the time required to get
a product unit) (Holweg, 2007). In 1935, Kiichiro and his team created a prototype
passenger car. One year later, they launched the first automobile, the Model AA Sedan, a
combination between the body shape of a Chrysler and the engine of a Chevrolet. Also,

570 Amfiteatru Economic



Amfiteatru Economic recommends 02\£

Kan designed the plan for Koromo Plant, a new factory which began operations in 1938
with a monthly capacity of 2,000 cars. The Koromo Plant portrayed in Japan the mixture
between the American manufacture methods and Kiichiro’s ideas that determined the
appearance of one of the pillars of TPS, called later just-in-time (JIT- to produce and
deliver the right items at the right time in the right amounts). The year 1937 brought the
birth of Toyota Motor Company, Ltd. This pre-war period brought to the fore the elements
that will shape the future TPS, respectively: keeping monozukuri alive, kaizen (continuous
improvement), genchi genbutsu, jidoka, focus on human resources, stimulating creativity
and innovation, introduction of advanced production methods and techniques, lifelong
learning, acquisition and use of new technologies.

The Second World War disrupted production and the post-war economic conditions
favored the appearance of financial difficulties at Toyota. However, Toyota Motor
Company launched in 1947 the Model SA (Toyopet), a low-priced and affordable
automobile for the Japanese. In 1950 because of the disputes between management and
work force Kiichiro resigned and the company was split in Toyota Motor Manufacturing
and Toyota Motor Sales divisions. Eiji Toyoda (1913-2013), the new managing director,
traveled to the USA to study the American manufacturing methods in the automotive
industry. After visiting the Rouge Plant of Ford, he thought to adopt the mass production
philosophy at Toyota but the lack of capital and the relatively small size of the Japanese
market made him to change his mind. Thus, Eiji chose to ‘learn by doing’ through the
adaptation of the imported technology to a significant smaller market demand (Tolliday and
Zeitlin, 1986). Starting with 1954 he decided to implement the flow production (pull
system) throughout the manufacturing process according to the so-called ‘supermarket
model’, in which parts were supplied from a preceding operation to a subsequent operation.
Eiji was assisted by one of his best engineers, T. Ohno, the true architect of TPS and one of
the ardent advocates of JIT at Toyota. Under the guidance of Ohno the company
concentrated its efforts towards the reduction of muda (waste), a key element of TPS. Also,
the production line was rearranged with the support of Noritsu Kyokai (The Association of
Efficiency), and TPS gained consistency and came fully into operation (Gronning, 1997).

The 1950s coincided with a period when two American quality gurus, W. E. Deming and J.
M. Juran, were invited by the Union of Japanese Scientists and Engineers to train the
Japanese corporate executives in quality control. Among the main subjects debated,
Deming taught the Japanese how to use the plan-do-check-act cycle (PDCA/Deming cycle)
to improve quality. On his turn, Juran explained top and middle-level managers the roles
they played in promoting quality control activities. In time, a favorable atmosphere to
quality emerged in the Japanese companies, including at Toyota through TPS. There were
six characteristics that distinguished the Japanese approach to quality control from that of
the Western countries as follows (Ishikawa, 1985): company-wide quality control;
education and training in quality control; quality control circles activities; quality control
audits; use of statistical methods, and promotion of quality control at national level.

Starting from his famous motto “Customer first, dealer second, manufacturer third”, that
has remained one of the guiding principles of the corporation, Kamiya created new
channels of distribution for different Toyota models as he fully understood the necessity of
building strong relationships with dealers and customers. However, Toyota’s attempt to
penetrate the American automobile market in the late 1950s with the Toyopet Crown model
proved to be a failure and a painful lesson for Toyota leaders (Burton, 2015), but they did
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not give up. Instead they learned from mistakes and decided not to design and sell cars in
an unknown market anymore. The late 1960s and the beginning of 1970s witnessed the
success of the Corona model, a car special designed for the American customers. During
the 1970s, Toyota Motor Company attained its maturity when the first oil crisis began. In
1982, Toyota Motor Company and Toyota Motor Sales Company merged into Toyota
Motor Corporation (TMC), which turned into a global player in the automotive industry.
TMC became the largest automobile manufacturer in the world for the first time in 2008
(LeBeau, 2009) and retained the first place in 2015 (Table no. 1).

Table no. 1: The five world’s largest automotive manufacturers by sales in 2015

No. | Corporation Sales (million cars sold)
1. Toyota 10.15
2. Volkswagen 9.93
3. General Motors 9.80
4. Renault-Nissan 8.22
5. Ford Motor 6.64
6. Hyundai Motor 4.96
7. Fiat-Chrysler 4.61

Source: McGrath, 2016

The postwar period brought to the fore new elements of TPS such as the fight against
muda, emphasis on quality and the use of specific techniques (e.g., PDCA cycle, statistical
quality control methods, quality circles), learning by doing, the implementation of the pull
system, focus on streamlining production, JIT, and, especially, the full confirmation of the
system alongside its putting into operation.

In sum, two principal stages can be distinguished in the historical evolution of TPS. The
pre-war stage is the one that bears the decisive imprint of the founder, Sakichi Toyoda, and
the one in which appear the germs of the production system. The postwar stage marks the
consecration of TPS together with the design, implementation and continuous improvement
of the system.

3. Best practices related to total quality management and business excellence at
Toyota Motor Corporation

The performances recorded by the Japanese corporation in the automotive industry certifies
that TMC has attained BE. The primary source of Toyota’s excellence consists in its TPS,
and the roots of the system are to be found in the five Toyoda Precepts that encapsulate
Sakichi’s life and thinking (TMC, 2016b). The first precept stresses that the mission of
TMC in society is to contribute to its development and welfare according to the idea of
“benefiting the country” (Sato, 2008). The second precept urges to relentless action in order
to improve and invent. The third precept expresses the features of the people of Mikawa
region (the home of TMC’s headquarters): loyalty, integrity, simplicity (Sato, 2008). The
fourth precept asserts that employees are part of Toyota’s family and, therefore, the internal
environment of the corporation should be very pleasant for them. The last precept calls for
a reconciliation between business and morality.
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The absolute elimination of muda represents the foundation of the TPS (Ohno, 1988) as
waste is “any human activity that absorbs resource but creates no value” (Basu and Wright,
2004, p. 70). In order to eliminate all types of waste TMC aims to provide the highest
quality at the lowest cost and shortest lead time (Magee, 2008). The two pillars of the TPS
are JIT and autonomation (Figure no. 1). In a flow process, JIT means that “the right parts
needed in assembly reach the assembly line at the time they are needed and only in the
amount needed” (Ohno, 1988, p. 4). Although it seems a simple idea, its implementation in
the production process was difficult because it imposed the elimination of all inventories
(Womack, Jones and Roos, 1991). Autonomation signifies that machines can prevent errors
(e.g., defective products) autonomously.

Toyota Production
System (TPS)

|
. ¥

Just-in-time (JIT) Autonomation

Figure no. 1: The two pillars of TPS

The TPS framework encompasses technology (equipments, machineries) and meta-
technology (know-how, techniques, methods) (Itami et al., 1988), that are found in the two
interconnected sides of TMC (Osono et al., 2008), respectively the soft side (e.g., human
resource management, dealer management, corporate culture etc.) and the hard side (e.g.,
logistics management, research and development etc.). TPS is based on the consistency of
Toyota’s business philosophy that emphasizes the distinctive importance given to quality, a
nodal point of the system that led to the implementation of TQM at TMC. Quality is
present both in the visible and invisible part of TPS. The visible part contains practices
(e.g., quality circles), instruments (e.g., statistical quality control) and principles (e.g., ‘zero
defects’ principle), and the invisible part refers to management thinking and kata (routines)
(Rother, 2010). These two parts interlock and complement each other in a whole called
TPS, a complex system that incorporates multiple connected elements (e.g., lifelong
learning and continuous improvement). On its turn, TPS has conducted to the attainment of
BE by TMC (Figure no. 2). This is why TPS represents “the most visible product of
Toyota’s quest for excellence” (Liker, 2004, p. 15), and quality an ongoing corporate
preoccupation.

The research has revealed some of the best practices of TMC related to TQM and BE as
follows:

e Customer focus. The concern for customer is expressed at Toyota by putting into
practice the principle ’customer first’ through the feed-back obtained from him. The
Japanese corporation has thereby established customer assistance centers worldwide in
order to carefully listen the ’voice of customer’ and to answer his expectations. Moreover,
in order to ‘capture’ the customers and to build long term relationships with them, TMC
understands the need to better know, serve, teach them, and to empathize with them by
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means of transposing their feed-back in producing improved automobiles (Magee, 2008).
For example, Toyota has adapted its models Voxy si Noah for persons with disabilities
(TMC, 2014). The customer is the real judge of Toyota cars from the market, the one who
appreciates if they do have value or not (Liker, 2004), and, in this regard, the Camry model
at midsized cars class and the Sienna model at minivan class have been considered the best
cars by consumers in 2016 (Consumer Reports, 2016).

Quality

Elimination of muda (waste)

v v
Toyota .
Visible part Production «— Invisible part
System
! '
Practices _Ma_nagement
Tools thinking and kata
Principles (routines)
Business
excellence

Figure no. 2: From quality to business excellence at TMC

e Strong leadership. Achieving BE by TMC is also the natural result of the significant
contribution of its leaders during the time, especially regarding TQM. The former president
of TMC, K. Watanabe, stressed that Toyota’s products and services must be the best in the
world and, being number one in the automotive industry at a global level means being
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number one in terms of quality (Stewart and Raman, 2008). Thus, he asserted that by
continuously improving the quality, the revenues of the corporation will rise. Most of the
presidents and managers of Toyota were and still are visionary leaders who have set and
realized ambitious hoshin (goals) (Sato, 2008), maintained the unity of purpose without
forgetting the historical perspective, represented mentors (Rother, 2010) and outstanding
examples for the employees, and contributed to the development of the organizational
culture (Liker, 2004; Liker and Hoseus, 2008). They have also believed in the power of
humility and showed a lot of respect for their subordinates, gaining their confidence by
applying nemawashi (a process based on consensus for discussing problems and identifying
potential solutions together with all affected people). The Toyota leaders assumed their
responsibility for errors committed when they decided to recall in service million cars with
problems (Isidore, 2016) and apologized in public towards their customers (Maynard,
2010). TMC essentially appreciates its leaders’ effectiveness according to their
performances in the following four domains: safety, quality, productivity, and costs (Liker
and Meier, 2006).

e Continuous improvement (kaizen). As one of the components of TPS, kaizen
assumes that everyone- both managers and workers- has to be involved in making constant
and small improvement efforts at his work place (Imai, 1986). There are various kaizen
strategies such as those based on the PDCA cycle, the standardize-do-check-act (SDCA)
cycle or the quality, cost and delivery (QCD) cycle, but all of them target a common goal:
the total elimination of muda, the foundation of TPS (Liker, 2004). The fulfillment of this
objective requires the completion of two stages. All types of muda are identified in the first
stage, respectively (Ohno, 1988): waste of overproduction, waste of time on hand (waiting),
waste in transportation, waste of processing itself, waste of stock on hand (inventory),
waste of movement, waste of making defective products. This stage is followed by the
complete elimination of all identified types of muda. To this end, the employees apply a
specific technique called the “five whys’ to gradually discover the real cause of a problem
and remove it (Liker, 2004). After each answer to the question ,,why?” follows a new
question ,,why?” (e.g., Why is there an oil slick near the machine? Because it is losing oil.
Why does it lose 0il? Because the oil pump broke down. Why does it break down? etc.).
TMC also uses a system whereby a labeled card is returned to the previous work
place/activity to indicate which parts are required for Kanban hoshiki (the next/subsequent
work place/activity), avoiding thus the waste of inventory (Shingo, 1989). So, continuous
improvement at Toyota is based on process and results, systematic thinking and non-
blaming (Magee, 2008).

o \Workforce focus. The Toyota DNA constitutes a mixture between TPS and its human
system (Liker si Hoseus, 2008). TPS can not be successfully implemented in the absence of
valuable people and, therefore, TMC should be a real family for each employee according
to Toyoda precepts. Kiichiro often stated that employees are “a company’s treasure” (Sato,
2008). By applying the principle mono zukuri wa hito zukuri (”making things is about
making people™), Toyota employees were carefully selected, trained and rewarded to
become the best at they do (Liker and Meier, 2007). In turn, they must show nintai
(patience) and shimbo (perseverance) at their work place to develop professionally. A good
example is given by the quality circles which consist of small groups of employees who
voluntarily meet multiple activities aimed at quality control, improving organizational
culture, education of employees (Ishikawa, 1985). They provide employees the opportunity
to contribute to Toyota’s corporate development by kakushin (radical innovation),
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originality and creativity, to mutually develop and use quality control techniques. Toyota
employees are instructed to report any issue by pulling the andon cord (light sources
attached to machines) and thus stopping the assembly line.

e Lifelong learning. Since the pre-war period, TMC has not stopped to identify, adapt
and implement the best methods and production techniques by constantly analyzing
competitors and learning. The visits made by Sakichi and Kiichiro Toyoda in Europe and
the USA allowed them to know and to study on site the most advanced technical and
industrial achievements of those times. Without any doubt, Toyota’s “mentor” in the
automotive industry was the American corporation Ford (Sato, 2008). In the postwar
period, TMC set specific objectives and reviewed its best practices by using benchmarking
(Hino, 2006) to become leader at a global level. Today, Toyota illustrates a knowledge-
based organization which has always recognized the importance of learning and training
(e.g., ninjutsu- acquiring managerial skills through training), both at the work place (e.g.,
mentoring, job rotation) and outside it (e.g., conferences, case studies). There are five types
of training programs provided by Toyota at the work place (on the job training), namely:
training programs, programs for foremen, improvement based programs, kacho (programs
for management) and programs based on skills (Osono et al., 2008). These programs are
conducted by talented trainers from various departments of the corporation in their capacity
as teachers and mentors for Toyota employees.

e Factual approach to decision making. Once the root cause of a problem is
identified, Toyota people, especially decision makers, have to apply genchi genbutsu (Sato,
2008). A sound decision making is based on genjitsu (facts). This is why the TPS has been
designed and developed starting from sangen-shugi (the “three actualities”: the actual
object, the actual site, and the actual facts).

Therefore, the permanent concern of TMC for TQM and its passion for BE find full
expression in the best practices analyzed above. These practices clearly exhibit the business
success achieved by Toyota that grew organically from a small manufacturer of looms from
rural areas to the largest corporation in the world in the automotive industry. This assertion
is based on two main explanations. Firstly, the best practices of TMC on TQM and BE
derived from the TPS. Secondly, these practices are to be found entirely among the BE
attributes.

Conclusions

Today’s corporations are competing in an increasingly volatile and adverse environment. In
order to survive and grow in a highly globalized business world they are seeking to obtain
notable performances. In this respect, the continuous improvement of the quality of their
products, services and processes has become one of their main priorities.

The paper contributes to the enrichment of the scientific literature from the quality domain.
From a theoretical standpoint, it brings some clarifications regarding the concepts of best
practice, TQM, and BE. The work shows that the identification and dissemination of best
practices lead to obtaining superior performances which, in turn, guide the corporation
towards achieving BE. Then, the paper explains the relationship between TQM and BE,
pointing out that, on the one hand, these concepts are two multidimensional concepts that
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share a key common element (quality), and on the other hand, they have many similarities,
but are not identical, as shown in other studies (Olaru, 1995; Umeda, 1996).

From a practical standpoint, TMC represents one of the most interesting examples of
corporations in which quality leads to BE. The paper demonstrates that TPS constitutes an
efficient production system that has a decisive contribution to the success gained at a global
scale by one of the most representative Japanese corporations from the automotive industry
that, in order to eliminate waste, puts quality at the center of its concerns. The importance
of the work lies in identifying and analyzing some of the best practices of TMC regarding
TQM and BE, such as customer focus, continuous improvement or workforce focus,
practices that derived from TPS as shown by other researches (Liker, 2004; Spear, 2008).
The results indicate that all these practices are found in the BE attributes and can be
disseminated and implemented in other corporations. Further researches could be carried
out in order to broaden the spectrum of these successful practices and expand their analysis
in correlation with TPS.

References

Ahire, S.L., Golhar, D. Y. and Waller, M. A., 1996. Development and validation of TQM
implementation constructs. Decision Sciences, 27(1), pp. 23-55.

Arawati, A. and Za’faran, H., 2000. Exploring the relationship between the length of TQM
adoption and financial performance: An empirical study in Malaysia. International
Journal of Management, 17(3), pp. 323-333.

Basu, R. and Wright, N., 2004. Quality Beyond Six Sigma. Oxford: Elsevier Butterworth-
Heinemann.

Bhutta, K. S. and Hug, F., 1999. Benchmarking- best practices: an integrated approach.
Benchmarking: An International Journal, 6(3), pp. 254-268.

Burton, N., 2015. Toyota MR2: the Complete Story. Wiltshire: Crowood Press.

Consumer Reports, 2016. 10 top picks of 2016: best cars of the year. [online] Available at:
<http://www.consumerreports.org/cars/best-cars-top-picks-2016/> [Accessed 29
September 2016].

Cusumano, M. A., 1985. The Japanese Automobile Industry: Technology and Management
at Nissan and Toyota (Harvard East Asian Monographs, No. 122). Boston: Harvard
University Press.

Dahlgaard-Park, S.M. and Dahlgaard, J.J., 2007. Excellence- 25 years evolution. Journal of
Management History, 13(4), pp. 371-393.

Dale, B.G., Zairi, M., Van der Wiele, A. and Williams, A.R.T., 2000. Quality is dead in
Europe - long live excellence - true or false?. Measuring Business Excellence, 4(3), pp.
4-10.

Dale, B. G., ed., 2003. Managing Quality. 4™ ed. Oxford: Blackwell Publishing.

Davies, A. J. and Kochhar, A. K., 2002. Manufacturing best practice and performance
studies: a critique. International Journal of Operations & Production Management,
22(3), pp-. 289-305.

European Foundation for Quality Management (EFQM), 2012. An Overview of the EFQM

Excellence Model. [online] Available at: <http://www.efqm.org/sites/default/files/
overview_efgm_2013 v1.1.pdf> [Accessed 21 September 2016].

Vol. 19 ¢ No. 45 « May 2017 577



qe Total Quality Management and Business Excellence: The Best Practices at
Toyota Motor Corporation

European Foundation for Quality Management (EFQM), 2016. What is Excellence?
[online]  Available at:  <http://www.efgm.org/efqm-model/what-is-excellence>
[Accessed 21 September 2016].

Gronning, T., 1997. The emergence and Institutionalization of Toyotism: Subdivision and
Integration of the Labour Force at the Toyota Motor Corporation from the 1950s to the
1970s. Economic and Industrial Democracy, 18(3), pp. 423-455.

Hino, S., 2006. Inside the Mind of Toyota: Management Principles for Enduring Growth.
New York: Productivity Press.

Holweg, M., 2007. The genealogy of lean production. Journal of Operations Management,
25(2), pp. 420-437.

Imai, M., 1986. Kaizen, the Key to Japan’s Competitive Success. New York: McGraw-Hill.
Ishikawa, K., 1985. What is Quality Control? The Japanese Way. Englewood Cliffs:
Prentice-Hall.

Isidore, C., 2016. Toyota recalls 1.4 million cars for airbag problem. [online] Available at:
<http://money.cnn.com/2016/06/29/autos/toyota-airbag-recall/> [Accessed 29
September 2016].

Itami, H, Kago, T., Kobayashi, T., Sakakibara, K. and Ito, M., 1988. Kyoso to kakushin:
Jidosha sangyo no kigyo seicho (Competition and Innovation: The Corporate Growth of
the Auto Industry). Tokyo: Toyo Keizai Shinpo-sha.

Japan Quality Award Council (JQAC), 2016. Japan Quality Award Framework. [online]
Available at: <http://www.jgac.com/en/index.asp?patten_cd=12&page_no=9>
[Accessed 26 September 2016].

Juran, J. M., 1989. Juran on Leadership for Quality: An Executive Handbook. New York:
The Free Press.

Keller, S. and Price, C., 2011. Beyond Performance: How Great Organizations Build
Ultimate Competitive Advantage. New Jersey: Wiley.

KPMG, 2016. Global Manufacturing  Outlook.  [online]  Awvailable at:
<https://home.kpmg.com/content/dam/kpmg/pdf/2016/05/global-manufacturing-
outlook-competing-for-growth.pdf> [Accessed 26 September 2016].

Kume, H., 1996. TQM Promotion Guide Book. Tokyo: Japanese Standards Association.
Landier, M., 1991. Vers I’Entreprise inteligente. Paris: Calmann-Lévy.

Laugen, B. T., Acur, N., Boer, H. and Frick, J., 2005. Best manufacturing practices: What
do the best-performing companies do? International Journal of Operations &
Production Management, 25(2), pp. 131-150.

LeBeau, P., 2009. Behind the wheel. [online] Available at: <http://www.cnbc.com/
id/28772779> [Accessed 25 September 2016].

Liker, J. K., 2004. The Toyota Way: 14 Management Principles from the World’s Greatest
Manufacturer. New York: McGraw-Hill.

Liker, J. K. and Meier, D., 2006. The Toyota Way Fieldbook. New York: McGraw-Hill.
Liker, J. K. and Meier, D., 2007. Toyota Talent. New York: McGraw-Hill.

Liker, J. K. and Hoseus, M., 2008. The Toyota Culture: The Heart and Soul of the Toyota
Way. New York: McGraw-Hill.

578 Amfiteatru Economic



Amfiteatru Economic recommends 02\£

Magee, D., 2008. How Toyota Became #1: Leadership Lessons from the World’s Greatest
Car Company. New York: Portfolio.

Maynard, M., 2010. An apology from Toyota’s leader. [online] Awvailable at:
<http://www.nytimes.com/2010/02/25/business/global/25toyota.html>  [Accessed 25
September 2016].

McGrath, S., 2016. Toyota stays world’s biggest car company, VW clings to second.
[online] Available at: <https://news.markets/shares/toyota-remains-the-worlds-biggest-
car-company-9737/> [Accessed 27 September 2016].

Morita, M. and Flynn, E., 1997. The linkage among management systems, practices and
behavior in successful manufacturing strategy. International Journal of Operations &
Production Management, 17(10), pp. 967-993.

National Institute of Standards and Technology (NIST), 2015. Baldrige Excellence
Framework. [online] Available at: <http://quality-texas.org/wp-
content/uploads/2014/11/2015-2016-Baldrige-Excellence-Framework_B-
NP_Examiner_ Use_Only.pdf > [Accessed 27 September 2016].

Ohno, T., 1988. Toyota Production System Beyond Large-Scale Production. Portland:
Productivity Press.

Olaru, M., 1995. Managementul calitatii. Bucuresti: Editura Economica.

Opara, E. U., 1996. The Empirical Test of Total Quality Management: An Application of
TQM at Chevron and Its Impact on Productivity. Quality Management Journal, 4(1),
pp. 10-11.

Osono, E., Shimizu, N., Takeuchi, H. and Dorton, J. K., 2008. Extreme Toyota: Radical
Contradictions That Drive Success at the World’s Best Manufacturer. Hoboken: John
Wiley & Sons.

Quesada-Pineda, H. and Gazo, R., 2007. Best manufacturing practices and their linkage to
top-performing companies in the US furniture industry. Benchmarking: An International
Journal, 14(2), pp. 211-221.

Peters, T. J. and Waterman Jr., R. H., 1982. In Search of Excellence- Lessons from
America’s Best-Run Companies. London: HarperCollins Publishers.

Peters, T. J. and Austin, N., 1985. A Passion for Excellence- The Leadership Difference.
London: HarperCollins Publishers.

Porter, L. and Tanner, S. J., 2004. Assessing Business Excellence. 2" ed. Oxford: Elsevier
Butterworth-Heinemann.

Richard, P. J., Devinney, T. M., Yip, G. S. and Johnson, G., 2009. Measuring
organizational performance: towards methodological best practice. Journal of
Management, 35(3), pp. 718-804.

Rother, M., 2010. Toyota Kata: Managing People for Improvement, Adaptiveness, and
Superior Results. New York: McGraw-Hill.

SAIl Global, 2016. Australian Business Excellence Framework. [online] Available at:
<https://www.saiglobal.com/improve/excellencemodels/businessexcellenceframework/>
[Accessed 29 September 2016].

Sato, M., 2008. The Toyota Leaders: An Executive Guide. New York: Vertical.

Shingo, S., 1989. A Study of the Toyota Production System. Portland: Productivity Press.

Vol. 19 ¢ No. 45 « May 2017 579



qe Total Quality Management and Business Excellence: The Best Practices at
Toyota Motor Corporation

Smiles, S., 1863. Self-Help. [pdf] Boston: Ticknor and Fields. Available at:
<http://files.libertyfund.org/files/297/Smiles_0379.pdf> [Accessed 10 September 2016].

Spear, S. J.,, 2008. Learning to Lead at Toyota. In: Harvard Business Review on
Manufacturing Excellence at Toyota. Boston: Harvard Business School Publishing
Corporation, pp. 59-82.

SPRING Singapore, 2015. Business Excellence Framework. [online] Available at:
<https://www.spring.gov.sg/Building-Trust/Business-Excellence/Documents/BE_
Framework.pdf> [Accessed 28 September 2016].

Stewart, T. A. and Raman, A. P., 2008. Lessons from Toyota’s Long Drive: An Interview
with Katsuaki Watanabe. In: Harvard Business Review on Manufacturing Excellence at
Toyota. Boston: Harvard Business School Publishing Corporation, pp. 1-27.

Szulanski, G., 1996. Exploring internal stickiness: impediments to the transfer of best
practice within the firm. Strategic Management Journal, 17(Winter Special Issue),
pp. 27-43.

Tolliday, S. and Zeitlin, J., eds., 1986. The Automobile Industry and its Workers: between
Fordism and Flexibility. Cambridge: Polity Press.

Toyota Motor Corporation (TMC), 2014. Sustainability Report 2014. [online] Available at:
<http://www.toyota-
global.com/sustainability/report/sr/pdf/sustainability_reportl4 fe.pdf> [Accessed 23
September 2016].

Toyota Motor Corporation (TMC), 2016a. History of Toyota. [online] Available at:
<http://www.toyota-global.com/company/history_of toyota> [Accessed 19 September
2016].

Toyota Motor Corporation (TMC), 2016b. Toyota Precepts: the Base of the Global Vision.
[online] Awvailable at: <http://www.toyota-global.com/company/toyota_traditions/
company/apr_2012.html> [Accessed 22September 2016].

Umeda, T., ed., 1996. TQM Practices in Asia-Pacific Firms. Tokyo: Asian Productivity
Organization.

Voss, C., Blackmon, K., Hanson, P., Par, A. and Blackmon, K., 1997. Benchmarking and
operational performance: some empirical results. International Journal of Operations &
Production Management, 17(10), pp. 1046-1058.

Wada, K., 1995. The Emergence of the ‘Flow Production” Method in Japan. In: K. Wada,
and H. Shiomi, eds., 1995. Fordism Transformed: The Development of Production
Methods in the Automobile Industry. New York: Oxford University Press, pp. 11- 27.

Womack, J. P., Jones, D. T. and Roos, D., 1991. The Machine that Changed the World: the
Story of Lean Production. New York: Harper Perennial.

580 Amfiteatru Economic



