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Lecture — 21
Developing Decisions with Consensus
Welcome friends, now we are moving into the fifth week of this course on Toyota Production
System and in last four weeks we have discussed that what are the foundations of Toyota
production system. We started our journey with 4P model of Toyota production system and then
we expanded the discussion with the help of various principles of Toyota production system and

now we are into the 4th P of Toyota production system that talks about problem solving.

In last session also we discussed this particular concept that a continuously solving root problem
is a key for becoming a learning organization and a Toyota production system finally emphasizes
that we have to be a learning organization and know in our next two sessions we will be
discussing more about that how to have the problem solving approach in your organization and

what is the meaning of learning organization.

It is not simply adopting the best practices but to develop the best practices is also a very
important aspect of the learning organization. So that is what this 4th P of Toyota production
system talks about. Now the principle which we are going to discuss the 13th principle of Toyota
production system which is actually the focal of this particular session.
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Principle 13:

Make Decisions Slowly by Consensus,
Thoroughly Considering All Options; Implement
Rapidly (Nemawashi)

That is make decisions slowly and involve all the stakeholders in your decision making process
and you also need to consider all possible alternatives. Do not focus only on a single alternative
rather try to develop many options and then through consensus of all these stakeholders develop
your decision and then once you have developed the decision then implement it with full force

and that is in Japanese language known as Nemawashi.

So Nemawashi is all about the that how you are developing your decisions you are taking enough
time in the planning of decision and then the implement becomes much easier. Now that is what
we are going to discuss that how to have this problem solving approach and how to develop that
consensus and how to consider alternative options for your decision making process and then

you have to implement it with full force and do not waste much time.

And automatically you will see when you have a very thorough planning with your decisions
implementation becomes much easier. Now you consider two situations

(Refer Slide Time: 03:39)



I ]

*| |fyou have got a project that is supposed to be fully
implemented in a year, the typical American company
will spend about three months on planning, then they

" will begin to implement. But they will encounter all
sorts of problems after implementation, and they will
spend the rest of the year correcting them,

* However, given the same year-long project, Toyota will
spend nine to 10 months planning, then implement in
a small way such as with pilot production and be fully
implemented at the end of the year, with virtually no
remaining problems.

The first part is about the American organization, and this I am talking with this back to Toyota
and later we can generalize it to any Japanese organization. Now what it happens that in a typical
American company if you are having a project, so that project is a time-bound activity we know
and it has to be completed within one year. Now in a general scenario and it does not only
applicable to a typical American company, but it is also applicable to a typical Indian company

also.

That we spent around three months of time on the planning activities and then we start
implementing it and we will encounter many problems during the implementation stage and then
we will expand almost the rest of the entire year for correcting those problems to fix those
problems. So that is how it happens you see in India Infrastructure projects, they are very good

example. That how this kind of system is happening in those infrastructure projects.

So whenever we are starting a infrastructure project, we immediately make a initial survey and
based on that survey we start doing the work and then we realize that there are forest areas and
we require clearances from the ministry of forest and there are environmental issues, there are
certain social issues also and all those things take so much of time that in most of the cases in

India, our project implementation is delayed by so much of time that project loses its relevance.



That is happening because of poor planning, that is happening because of poor initial decision
making. On the other hand, if you see companies like Toyota or the Japanese organizations so in
the same year long project, they will spend around nine to months of time on planning only. So
they spend considerable amount of time on the planning part decision making part and then

implementation becomes a much easier activity.

They will do a small way like a pilot production and it will be fully implemented at the end of
the year. And when within three months you are fully implementing and normally you will see
that virtually there is no remaining problems. So whatever problems are there that you have
already corrected in that initial pilot and in the end of the year, you finally successfully

implement the project so that is how this system of working is taking place.

Now somebody will say that both these companies are doing the project in one year any normal
American company and a company like Toyota. So what is the big deal in it? So the big deal is
that when you are fixing the problem then you are anticipating something in the beginning itself
before implementation you are in a better position to take decisions for that and the cost of

failure or cost of fixing that problem becomes much less.

If you are anticipating all such things in the decision making stage but when you are in the
implementation stage for fixing the same problem, cost may increase tremendously. So that is
making the process more cost effective that makes you more competitive in the business
environment so therefore, we are advocating that we need to make slow decisions. Now many of
you may have some questions also, because at present time speed is a very critical factor and we

want everything within seconds.

We are becoming more and more impatient and therefore we want faster solutions. So now in
that environment when we are looking for faster solutions how this approach of Toyota with slow
decision making process going to help. Therefore you will see that Toyota is able to maintain a
long sustainable business pricing, than any other company which is believing in a fast solutions.

We have nowadays on steps like rapid prototyping these concepts enable us to take decisions at a

fast rate and connect fix the problem during the implementation stage. And the Toyota approach



says that we need to take all the things into consideration before implementation and then your
implementation will be without any kind of errors. So that balance we need to see and during the

course of our discussion, we will discuss that how this balance has to be maintained.

On one side we want speed, we want faster deliveries, we want our faster rate of new product
development. And on the other side we have this concept which focuses more on planning part,
which focuses on taking enough time rather you can say that 70% of the time in the entire project
is only for the decision making only 30% of the time is for the implementation purposes. So
these are slightly different sides of the spectrum and then we need to see that how to obtain a

balance between these two sites.

So therefore if I see that with respect to this Toyotas way of slow decision making and then
developing the consensus of all your employees all these stakeholders, what it says that,
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* Toyota stands out as the preeminent analyst
of strategy and tactics.

* Nothing is assumed.

» Everything is verified.

* The goal is getting it right.

Toyota stands out as the preeminent analyst of strategy and tactics before applying any new
strategy any new tactic they do thorough analysis, they go into the root of those strategies and
that is one very important critical aspect about the success of a Toyota. Whether a new buyer
meets Toyota company, whether a new marketer meets Toyota company whether a new product

development meets Toyota company.



They all will have a shock of their life to see the working of Toyota organization. Because it is
entirely working on some of the NT thesis of our conventional thought processes. In the Toyota
way of working nothing is assumed that we do not take something as granted, so every time we
go for in depth analysis of all our strategies and tactics. Everything is properly verified with

facts, figures documents all those things.

Whichever is applicable those things are used for verification of the information. So information
is not important but the verification of information is also considerably done in Toyota decision
making process and the goal is to get the things right when you are going for the implementation,
you should have the right strategy, right tactics, therefore at the implementation stage there

should not be any need to redone or some kind of modification in your strategy and techniques.

Because you have gone into the route that what is going to happen and what will be your action
based on those happenings. So therefore a Toyota does this kind of a very strong homework
before implementation. Now as we are discussing that thorough consideration is done in the
decision making process.
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Thorough Consideration in Decision Making

* For Toyota, how you arrive at the decision is just as
important as the quality of the decision,
» Taking the time and effort to do it right is mandatory.
- In fact, management will forgive a decision that does not
work out as expected, if the process used was the right one,
— A gecision that by chande works out well, but was basedon a
shortcut process, is more likely to lead to a reprimand from
the boss

Now what does it mean that thorough consideration in the decision making process?. So for
Toyota how you arrive at the decision is just as important as the quality of the decision. Because

as we have discussed many times when we were discussing the 2nd P process that the right



process will result into the right product and the same thing with respect to strategy with respect

to your decisions also.

So whether your decision is good quality decision or not so good quality decision it will depend
on the process which you are adopting on arriving those decisions and then what it says that
management will forgive a decision that does not work out as expected if the process used was
the right one. If you have done the right processing to arrive the decision but the final decision

because of some reason is not giving the desired output.

You are still okay the top management will not ask you any question, but a decision that by
chance works out well, you have not followed the proper process of decision making but because
of some chance so you have achieved the desired result by a decision which is the result of some
shortcut process that may lead to problems. Then your top management will not be happy with

you, because you are just not following the right processes.

So again even in this decision making activity you can see the process part playing a very
important role that you need to follow the right processes for achieving the right decisions.
Quality of the decision is important but it is again believed that if the right process is followed
you will achieve the right quality of the decision. Now how Toyotas excellence is achieved
through this slow decision making process through all parts of decision making process. So let us
discuss that in some more detail.
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Toyota's excellence is in the details.

Thargugh consideration in decision making includes fve major elements

Finding aut what is really going on, including genchi genbutsu
2. Understand N un@eriyng causes that e plain surface appearances
asking Why? five times
Broadly considering alternative solutions and developing a detailed
ratianale har the preferred salubion

Lad

Building consensus within the team, including Toyota emphoyees and

Oulsiae partners

I

5. Using very efficient communication vehicles to do one through four,
preferablyone side of one sheet of paper

Now thorough consideration in decision making includes these five important elements and out
of these five important elements the first is what is actually going on and that is going to the
place of problem to see on your own, what is happening at the shop floor, what is happening at
the ground and that is going to Genchi Genbutsu that we have already discussed in our previous

sessions.

That seeing on your own that is giving you lots of insights about the problem that will give you
different perspectives and that will help you in developing more options more alternatives which
is one of the core of Toyotas decision making process. So that is one important thing we have
already discussed the other important thing is understanding causes that explain surface

appearances and you have to ask her multiple times why?

And by asking multiple times this question why you will be able to generate that a what is going

to be the root cause of the problem, so that we will be discussing in our coming session. Then



another particular point is broadly considering alternative solutions and developing a detailed
rationale for the preferred solution. So whenever you are in a Toyota organization if you show to

your top management that this is the solution I have developed for this problem.

So before listening to that solution top management normally asks you that what were the
alternative solutions?. So it is very important to have alternative solutions you should not focus
only on one preferred solution you need to detail out that preferred solution obviously but you
also need to have that these are possible alternative solutions and then based on merits and

demerits of those alternative solutions you have suggested this preferred solution.

So that is again a very important thing that developing the alternative solutions without
alternative solutions the Toyota way of decision making is not complete. The next step in this
decision making is building consensus within the team there may be people who may not be
agreeing to your idea, so you need to do a lot of brainstorming within the team so that there has

to be a consensus this will minimize your efforts during the implementation stage.

Because now everybody is part of the decision, so there will not be any kind of resistance and
many a times depending upon the type of decision you are doing it may include Toyotas
employees, they will be there most of the time, but it should also include depending upon the
category of decision outside partners. Your customers and your vendors also, because partners

are very important in Toyota philosophy.

So you need to include partners also if you are taking some kind of policy decision, you are
taking some decisions with respect to strategy, new product development. So what you are
thinking you also need to include your partners so that collectively you can implement that
decision. And then finally using very efficient communication vehicles to do one through four,

preferably one side of one sheet of paper.

Now what does it mean?. That one to four these things are only possible when you have a strong
system of communication without a strong system of communication these first four points are

not possible. And therefore Toyota came with a concept like one side of one sheet of paper that



means everything should be available on a single glance you should be able to see the entire

decision making process on one sheet of the paper and that is only on one side of that.

So you do not go for A4 size of sheet go for the bigger chart and on that chart itself, you should
be able to give your entire visual communication that is a going to help because visual memories
are long lasting memories they create more impact. So therefore they actually mentioned in their
literature that A3 papers where used for this purpose. But simply you can say that if you have a
chart and in new chart if you are doing this kind of exercise, it will help us to see or how the

decision will be implemented.

If you develop more documents which is running into pages and pages then it will be difficult for
others to comprehend your decision making process but if it is available in a form of visuals and
that visual in a single piece paper. That will create simplicity it will create more crispness and for
you also it will give a good idea like in a PHD thesis in research papers we write the flow of

research methodology.

So that research methodology flow is presented on a single paper but the same can we explain
over tens of pages? so that single page flow diagram is more effective than the writing in tens
and twenties of pages. So that is five step process, first Genchi Genbutsu we have already done
five whys we will do and now we are going to discuss the remaining three items in this decision
making process. Now the first that is rather you can say the third step in this Toyotas decision
making process.
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© Broadly Consider Alternative Solutions with a

Set-Based Approach

As a young Toyota engineer, you attack a problem with
relish. You carefully identify the cause of the problem,
taking care to do a thorough five-why analysis. You then
think and think and come up with a brilliant solution. You
detail the solution and run in to share it with your
mentor, Instead of evaluating the idea on its merits and
congratulating you, he asks, What other alternatives have
you considered? How does this solution compare with
those alternatives? You are stopped dead in your tracks,
as you were convinced you had the best approach.

That broadly consider alternative solutions with this set based approach. So you have to consider
alternative solutions and as I was saying that as a young Toyota engineer you are given a
problem and you solve that problem and now after solving the problem you need to carefully do
thorough five-why analysis and then you think and think and come up with a brilliant solution.

Now you detail the solution and run it to with your mentor.

So you have followed a process of five-whys, you have got into a lot of creativity exercise and
now you are going to your senior, the person who is mentoring you in the organization. Now
instead of evaluating the idea on its merits and congratulating you, that mentor will ask you what
other alternatives have you considered. So this is very important thing that what other

alternatives have you considered?.

So in Toyota system of working every time you go to your boss with some solution so boss will
always ask you that what other alternatives did you think?. And therefore the culture is to
develop not a single solution but to consider various alternative solutions. Without alternatives it
is never possible to follow the right process. So you need not to be creative in only one preferred

solution, rather your creativity is required in developing various alternative solutions.

Then only you are a true Toyota way of decision maker. So then you see how this solution

compare with those alternatives then you can have a comparative analysis between your various



other alternatives and your preferred solution. So you can have a comparison that these were the
demerits and how your preferred solution is better than those other alternative solutions. So you

are stopped dead in your tracks, as you were convinced you had the best approach

So if you see that you have the best solution, it means you cannot progress further. You have
stopped learning and Toyota way of decision making is to promote the learning of individuals, so
therefore the alternatives are very important in Toyota decision making process.
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Nemawashi
¢ Turn conflict imta consensus and create 3 win-win

envirgnment for all parties.
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Then the 4th point is Nemawashi, now what does it mean?. It means that the all the people all

these stakeholders should be on the same page that means they should have the same wavelength
and the same wavelength means they all should have consensus for the decision. So as we were
discussing that whether they are the insiders, Toyota employees or your partners. You need to
involve all of them and then you need to develop consensus within those people and that is

Nemawashi.

So that is what we say turn conflict into consensus and the create a win-win environment for all
parties. So when all the stakeholders are agreed to a solution it must create some kind of win-win
environment for all of you. If for an example just to share, that I am operating a taxi services,

now to monitor the behaviour of my taxi operator so I want to install GPS devices in all my cabs.



Now GPS devices which I have installing in my cabs so these are for monitoring of my driver
behaviour, what my drivers are doing in the idle time etc, what is speed they have on highways,
whether they are over the speeding, whether the engine is idle running, etc. So for monitoring the
performance of my vehicles I am installing this GPS device but since I am creating a kind of
control system on my drivers there is a natural resistance from the drivers and as an owner of

those taxis, I want to monitor their behaviour.

Now it is going to create a conflict and therefore we need to have some kind of consensus that
because of better performance of my taxis now as I am going to help my drivers that do not
follow this route, or do not over speed or do not keep your engine start in the idle situation. So
whatever extra profit whatever extra revenue company is going to earn that will be distributed as

part of their better performance.

So this is going to create a win win situation for my organization, so this is just an example that
how I can turn conflict into the consensus and create a win win environment for all the parties
and therefore you see that this is how it requires a kind of iterative system that where we are
inviting the group inputs that where we are inviting the group inputs that decide and announce
and on the basis of this, we have a preferred solution and again we take the you can say feedback

from the group.

We go back to a group again and then with this kind of iterative loop we take finally the group
consensus and then we have the full authority to implement and during that also we take a
fallback action if requires that because of some reason if we are not able to achieve the
objectives, so there is a fall back. Because if some time consensus is not arrived so you need to

go back to your group to ask their version again.

So this is how we can go for level of involvement from individuals to group and that way your
implementation process becomes a much easier.
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Communicate Visually on One Piece of Paper to

Arrive at Decisions

* A picture is worth a thousand words
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And then the fifth point which we were talking that is a creating visually on one piece of paper to
arrive at decisions and in Toyota way they have mentioned it as A3 paper, but | say that even on
charts in our conferences we have poster presentations. These all are examples of communicating
visually, so a research paper which is running into 20 odd pages may not be able to communicate
that effectively which you can say a simple picture can do and these are the important

components.

If you see these are their that title background, current situation, and then we have followed the
approach of PDCA the popular cycle that we have followed on the on the basis of PDCA we
have given that what are the recommendations, how to implement and what is the follow up for
this particular decision. So on one piece of paper you need to explain or you should be able to
explain that how to implement or how did we arrive at a particular decision?. Now whenever for
decision making,
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Prerequisites to an efficient meeting
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We are doing some kind of meeting, so what are the important prerequisites for that meeting?
That is mentioned here the first important thing that we have to have clear objectives before
meeting that is point number one and if you are clearly able to explain that what are your agenda
and this will create lot of clarity to other participants. If agenda items are not crisp they are not

well defined.

So people will get confused and they will not be able to come with proper homework. The
second important thing is identifying the right people at the meeting, that who all should attend
this particular decision making activity. So that is also very important now third is prepared
participants that all those people who are attending the meeting they should know that what is
expected from them and therefore they should come prepared for the meeting with proper

homework.

Then the other point is effective use of visual ads so that a preparation of chart etc that is also
very important and this will help you like in A3 format charts will help you in making the
meeting very effective. Then another important thing which is not only applicable to Toyota
production system but in general also for doing effective meetings that you have to separate out

information sharing from the problem solving.



You can share information before the meeting starts so that during the meeting we are more
focused on the problem solving part because, we are doing this kind of brainstorming for the
problem solving. So using that time for sharing the information is like a waste of time, so
therefore you need to share the information before the meeting and use as much as possible time

of the meeting for problem solving.

And the most important thing that is about the discipline that is start and ending of the meeting
should be on time so this will help everybody for doing a effective contribution and they know
that how long they will be participating in this meeting. So with this idea of efficient meeting, we
will be able to generate the interest of everybody, we will be able to create a consensus situation

and that consensus situation will help us to achieve the agreement.

Or the kind of a win-win situation for all my stakeholders all the partners and therefore this
system of Toyota way of decision making is going to be very handy where we are taking enough
time on the decision making part and then implementation will automatically become much
easier. So that is what we are discussing that we are going to deal lot of learning from front

makers and this will help us in is easier decision making.
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A Great Deal of Learning up Front Makes for

Easier Decision Making
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Front makers means those who are actually facing the situation and that is where the concept of

going and seeing the things on your own will come very handy. So this is going to be a very



important lengthy and thorough information gathering and analysis in the decision making and
through this as we have already discussed Toyota has achieved a very cost effective way of
decision making and through that cost effective way of decision making they are able to achieve

superior competitiveness in their own field.

So with this we come to end of this session and we will discuss the concept of five-whys in our

next session. Thank you very much.



