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Toyota Case study
Recently there was a recall of specific models of Toyotas in North America due to brake failures which
led to over-speeding. Write a case study concerning the problem and the measures on how Toyota
addressed the problem [including the Senate hearings, media outbursts, the recall and et cetera]. Also
present a summary of what other managers can learn from the Toyota scenario.

Abstract

Purpose: The purpose of this case study is to find out about the Toyota recalls in 2010, which was as a
result of unintended brake failures. It would also draw from the findings, lessons for organisations that
find or will find themselves in a similar situation.

Methodology: This study uses the web-based data collection method. This was used because, the case is
geographically distant from the ‘subject’ country.

Findings: It was found that organizations that hide information from their customers, later on (when share
prices and market shares are plummeting,) seem to regret. Firms take all means (especially political and
financially) to lobby politicians and top government official.

Implications
 Practice: there should be openness and honesty throughout the customer-value creation process.

Funds for lobbyist should rather be channeled into providing the best value for the customer.

 Policy: Government policy should serve the greater good of the citizens. Policy makers should
see and look beyond personal interests, and focus on the ‘greater good’. Government should
develop its own standard product recalling framework that ensures the consumers’ health and
safety.

 Research: A study could be conducted to analyse firm’s recall processes based on (Miller &
Brooks, 2008). Such research would help adapt a framework for an African context.
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Introduction

Since its inception more than 40 years ago, Corolla has been the world's premier family car. Toyota today
manufactures a diverse line-up of vehicles all over the globe. As an innovative leader, Toyota is well-
known for its management philosophy and the world's first mass-market hybrids. (Toyota Corp., 1995-
2011)
Look back at the history of Toyota, starting with the birth of founder Sakichi Toyoda. The company's
development could be traced through 1937 from when Toyota Motor Corporation was established to
when the 2 millionth Prius hybrid was sold. Toyota’s celebration of the sale of over 3 million hybrid
vehicles today has not come cheaply. Recently (March 2011), a ferocious tsunami spawned by one of the
largest earthquakes ever recorded slammed Japan's eastern coast, killing hundreds of people as it swept
away boats, cars and homes while widespread fires burned out of control. This disaster according caused
a delay in the launch of two new additions to the Prius line-up, a wagon and a minivan in Japan. The
world's biggest automaker suspended production at all of its 12 domestic assembly plants at least through
March 26 and estimated a production loss of 140,000 vehicles until then.
Losses have come from elsewhere too; vehicle recalls. There have been about 9 million cars recalled
since 1986 when the US National Highway Traffic Safety Administration (NHTSA) ordered the first
recall of Toyota cars because of “speed control” problems related to a faulty cruise control system in
models far back as 1982.

Traffic crashes are the number-one killer of Americans under the age of 34, and a staggering 42,000
deaths are recorded each year on U.S. highways (U.S. Department of Transportation, 2006). “Traffic
crashes are the primary cause of debilitating injuries in the United States and the number one killer of
Americans under the age of 34. In addition to staggering emotional costs, the annual economic loss to
society because of these crashes, in terms of worker productivity, medical costs, insurance costs, etc., is
estimated at more than $150 billion. Clearly, there is a need for dramatic improvement in motor vehicle
safety. Getting unsafe vehicles off the road is integral to improving safety and saving lives.” (U.S.
Department of Transportation, 2006). Even though, recalls aren't a big deal because they are quite
common, Toyota's recalls have been a big deal. This is because the defects have been serious enough to
cause deaths, the defects affected multiple systems in the vehicles and because the defects affected a large
number of popular vehicles worldwide. (Elmerraji, 2010)

Automotive recalls are intended to fix known problems with vehicles in an effort to keep roadways safer
(Benjamin, 1998-2011). The timeline for the 2010 recall which seems to be the biggest so far will be
studied in order to draw lessons that organizational (and technology) leaders could apply to similar
situations in their setups. It could also inform policy and define new research areas. The key objectives of
will be to;

 draw lessons applicable by technology and/or organisational leaders in their situations.
 Inform the Ghanaian automobile industry’s policies
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Methodology
Data for this study was obtained primarily through web-based data collection. It seems that that scientific
validity of such method is yet to be established. (European Cooperation in Science and Technology,
2011). Search strings including but not limited to “2010 Toyota vehicle recalls” were entered into the
Google search engine. Results were manually sifted for those relevant to the period under study. This
method was used because the event under study is geographically out of reach. This limitation is further
stretched by financial constraints. Information was collected from Toyota’s global website. Other private
websites from which data was sourced have been duly cited. The data collected from these websites
informed the details of the case study.

The 2010 Toyota Vehicle Recall and Media Outbursts

The Recall according to (Valdes-Dapena, 2010) affected a total of 2.3 million cars. This could only be the
initially reported figure. On January 16, Toyota informed NHTSA (US National Highway Traffic Safety
Administration) it may have “an issue” with sticking accelerator pedals. This prompts a meeting between
NHTSA and Toyota officials in Washington, telling the automaker it must conduct a recall. On January
21, Toyota issues recall for 2.3 million vehicles for sticking accelerator pedal. Further, production is
halted, and the sale of eight models too, due to pressure from NHTSA. Toyota expanded the pedal recall
by 1.1 million vehicles.

A twist is introduced when Toyota admits problems with brake software in 2010 Prius Hybrids; 437,000
of which are recalled worldwide. Toyota announces that Exponent Consulting (formerly Failure Analysis
Associates Inc.) had completed a 56 page report and sent to Congress a report that a test of Toyota’s
electronic throttle system behaved as intended. Exponent was “unable to induce…unintended acceleration
or behavior that might be a precursor to such an event.” Exponent’s actual testing in the report is
criticized as not complying with the type of testing necessary to replicate the methods that automotive
engineers say are needed to ensure that electromagnetic interference does not cause failure of the
hardware or software of engine controls. On February 16, the Department of Transportation demands that
Toyota turn over documents related to its massive recalls to see how long the automaker knew of safety
defects before taking action. The company is given between 30 and 60 days to respond or face fines.
Toyota’s recalled vehicles tops 9 million units. It is later learnt that eight early reports of deaths linked to
the sudden acceleration problem where excluded by Toyota. That may well bring the total deaths to 42.

Toyota officials were forced to turn over a memo produced
by its own factory workers in 2006, which raised their fears
about safety issues in the manufacturing process. The
memo is a “smoking gun” that proves management was
made aware of a looming disaster due to an emphasis on
profits over production standards. On March 24, new
evidence emerged revealing that both Toyota and the
National Highway Traffic Safety Administration knew that
reported sudden acceleration incidents were linked to a
glitch in the vehicles’ electronic system. In August 2002,
Toyota Motor Corp. issued a Technical Service Bulletin
warning every dealership in the country that Camrys were

reportedly surging out of control and that recommended adjustments to the electronic controls could fix
the problem. Toyota also sent the bulletin to NHTSA, which issued an internal memo acknowledging

Dan Daigle, service manager at Lee Toyota in Topsham,
Maine, holds a shim that will be used to repair springs in the

gas pedal systems of recalled Toyota automobiles. Source
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Toyota unintended acceleration (UA) in 2002 and 2003 Camrys. The document was never made public
until a group of attorneys submitted a copy of it to CNN.

On April 8, an internal e-mail was uncovered, in which Irv Miller, Group Vice President, Environmental
and Public Affairs at the time said, “I hate to break this to you but WE HAVE A tendency for
MECHANICAL failure in accelerator pedals of a certain manufacturer on certain models.” (These words
were capitalized in the email.) He goes on to say, “We are not protecting our customers by keeping this
quiet. The time to hide on this one is over” and says, “we need to come clean.” On April 9, the U.S.
Judicial Panel on Multi-District Litigation (MDL) announced it has selected the U.S. District Court for
the Central District of California to hear litigation surrounding Toyota sudden unintended acceleration.
Lawsuits include both individual personal injury claims and consumer class actions filed on behalf of
Toyota owners who claim the value of their vehicles has been negatively affected by Toyota’s SUA
problems. (Beasley Allen Law Firm, 2010)

Congressional Hearings

The increase in consumer complaints about the problem, government and industry responses, led some
Members of Congress, and consumer and industry groups to examine related issues including government
regulation of automotive safety.  Therefore in February 2010, Congress began a series of hearings on the
issue of unintended acceleration in Toyota vehicles. As part of the congressional examination, lawmakers
were expected to examine the actions of Toyota and NHTSA in the period leading up to the recalls.
(Benitez-Silva, 2010)

Toyota’s Response

"Even if a company tries to cope with a crisis, it often happens that the company faces a secondary crisis, which
could be more threatening than the original one when it fails to communicate with society and causes misunderstanding,"

the Tokyo Chamber of Commerce and Industry says in its book "Crisis Communication Manual," published in 2005.

The carmaker was criticized as being slow to respond to the problem. Also,
President Akio Toyoda, who failed to make an appearance until a week after
the firm instituted massive recalls of vehicles with problematic gas pedals
and other components were announced in the U.S., also drew flak. He later
appeared before Congress in a bid to mitigate the negative image his
company was suffering. Era of Arex Corp. said Toyota put too much faith in
its technology and thus felt the problem would go away. This seems to
sharply contrasts with its publicised principle to “Dedicate our business to
providing clean and safe products and to enhancing the quality of life
everywhere through all of our activities.”
"At least in that short term, it was not easy for Toyota to erase the negative
image of its products," he said. (Nakata, 2010)

Online, the company’s response what described as a “Digital Disaster” (The
Daily Beast, 2010). A search for “Toyota” produced information about how

many deaths had been caused by the accelerator faults. This was the dominant information about the
company online, raising questions from contemporary crisis management experts.
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Toyota officials rather concentrated on aggressive offline marketing in the wake of the bad publicity
surrounding the sudden acceleration incidents. On March 2, 2010, Toyota announced a series of financial
incentives through April 5, 2010, designed to lure buyers into its dealer showrooms. The company offered
0% financing or lower monthly lease rates on some popular models, as well as a complimentary two-year
maintenance program for customers who buy or lease a new car and provide proof that they already own a
Toyota make of vehicle. In addition, The AP [via Google] reported that Toyota's board paid $16.4 million
to the US Department of Transportation to the end investigations concerning the problem. (Niedermeyer,
2010). (Apparently) from a customer perspective, Dave Bartlett, Washington-based senior vice president
of Levick Strategic Communications asked Toyota “appeared to be the gang that couldn't shoot straight --
was it the mats? Was it the pedal? Was it the computer?" He added, "They have to tighten that up and get
it behind them." "They have to do two things they haven't done up to now: (show) transparency and
competence," Barlett added. (Voigt, 2010)

Lessons for organization

This case presents orgnisations and their leaders with key lessons that could be learnt from when dealing
with similar issues. Most important is the honesty and openness. It should be noted from the case that
openness should be inculcated in the customer value creation process. This is because the company would
not have to find words to defend itself when information contrary to what they put out there is uncovered.
If this is not ensured, doubt would brew in the customers’ minds, which doubt could have a tolling effect

on market share especially in this era of globalization with
readily available substitute for most goods. The amount of
money that would be used for lobbying politicians to cover
wrong practices should rather be channeled into providing
the best value for the customer.
Organisations should make a conscious effort to create a
presence wherever their customers are. Information should
be readily available to prevent someone else creating a
sometimes erroneous image in customers’ minds.

Lessons for policy
Politicians and policy makers should make laws and policies that are in the interest of the general
population. Even though political expediency is important, the electorate’s well-being is more important.
Without the electorate, there would be no elections. Government should develop its own standard product
recalling framework that ensures the consumers’ health and safety.
The Internet is a crucial front that presents an opportunity to join the conversation and engage customers
and clients. As Gene Grabowski, Chair of Crisis and Litigation Practice at Levick Strategic
Communications put it in an interview with, NEWSWEEK’s Mathew Philips; “this is the age of
transparency, and you have to join it”.

Lessons for research

Considering the case, there could be a call for research that analyses the Toyota’s recall process based on
the Product Recall Design Flow, (Miller & Brooks, 2008) could develop a framework for product recalls.
Such a study could also adapt a framework for doing product recalls in an African context.
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