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Toyota’s virtuous circle
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cadence of new models. Especially
compared to American carmakers’
lineups, Toyota’s are “always fresher
and newer — which means they can
charge higher prices and get higher
profits, which get turned into more
new products,” Richter says.

Toyota routinely re-engineers
models in 18 months or less. By
shortening the development time for
redesigns, Toyota can make sure its
new models are in tune with current
market trends, not last year’s.

4Consistent 
and relentless

Toyota is astoundingly consistent.
Some call it steady. Rivals choose an-
other word: relentless.

“They always know where they
want to be five years from now and
are working at getting there,” says
Steven Wilhite, who this month left
Nissan in Japan to become COO of
Hyundai Motor America.Toyota has
had some down years. But in a cycli-
cal industry, it manages to mute the

swings. In its worst year of the past
10, operating profits fell 9.5 percent
in the year that ended March 31, 1999
— to a profit of $6.55 billion.

Toyota hasn’t been in the red once
during the past half century. It last
posted a loss in the six months that
ended March 31, 1950. That was
three years before GM CEO Rick
Wagoner was born. 

What are Toyota’s weaknesses?
What risks does it face?

It will have to cope with external
challenges: rising oil and other raw
material prices, currency swings and
such. But all carmakers face those
risks.   

The greatest risk arises from its own
phenomenal growth. “Toyota has
recognized its management con-
straints. It can only grow so fast,” says
Ashvin Chotai, an auto analyst at
market researchers Global Insight,
based in London.

Building factories is easy. Training
new hires to understand the Toyota
Production System is much harder.
So far, Toyota has been able to do it.
Walk into any Toyota assembly plant
on the planet, and you’ll find it runs
the same way as the others. That’s no
small feat, as any automaker will con-
cede. But the effort is putting a strain
on Toyota.

Stretched thin, Toyota is reallocat-
ing personnel to keep up. It used to
send manufacturing experts to Toy-
ota group affiliates such as Kanto Au-
to Works Ltd., which assembles the
Corolla, Lexus SC 430 and others.
Now Toyota is calling those experts
back to have enough trainers for
workers at its new St. Petersburg,
Russia, plant.

Chotai argues that stretched man-
agement resources may be the real
reason that Toyota is increasing pro-
duction in Japan, despite flat demand
there. Toyota thinks it can bring up
new capacity more quickly in Japan
than in North America because of the
strains already evident in its ability to
train new workers, he says. 

Troubling recalls
Some cite pell-mell growth as a

possible factor behind a notable rise
in Toyota’s recalls in recent years. In
Japan alone, Toyota recalled 1.1 mil-
lion vehicles through July 20 this
year. That’s a big increase since 2002,
when Toyota recalled just 485,000 ve-
hicles during the entire year.

After accusations that Toyota had
refused to issue a recall for a problem
that later led to an accident, seriously
injuring five people, Japanese who
owned Toyota vehicles began calling
the company to ask whether their car
was safe. Watanabe and other execu-
tives issued public apologies and
urged owners to bring their cars to
dealerships for inspections if they
had any concerns.

The company has changed the way
it tracks defects and upgraded the
status of the executive in charge of
quality.

In the United States, Toyota’s repu-
tation for quality is intact. But it no
longer sets the standard. In the latest
J.D. Power and Associates Initial
Quality Survey, the Toyota brand
came in fourth, behind Porsche,
Lexus and Hyundai.

Toyota’s future success is not guar-
anteed. But don’t bet against its abili-
ty to solve problems. 

The day before the official launch
of the Camry at the Guangzhou
plant, the underground tunnels
flooded. A day later, the plant
opened on time. c
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TOYOTA
Steady approach
brings dominance

Katsuaki
Watanabe: His
pursuit of cost
cuts extends to
making copies 
on both sides 
of the paper.  

Toyota redesigns models like
clockwork to keep its lineup
fresh… 

Expected life cycle of 
key U.S. models 

■■ 5 YEARS

Toyota Avalon, Camry,
Corolla, Highlander, Matrix,
RAV4, Sienna, Yaris; Scion
xA, Xb, tC; Lexus ES, IS, RX

■■ 6 YEARS 

Toyota Sequoia, Tacoma;
Lexus GS, LS, SC, GX

…allowing Toyota to reinvest in the business, keeping its lineup fresh.

Source: Toyota Motor Corp., Automotive News

…which yields steady growth in sales and profits…
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Source: CLSA Asia-Pacific Markets
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