
SUPPORTING THE TWO CRITICAL VALUE STREAMS: 
PRODUCT AND PEOPLE


The Core of Toyota Culture Is Not Negotiable 
  Toyota has kept its identity as a company, including its philosophy and principles, 
remarkably consistent for many years. Its values of trust and continuous improvement 
permeate its commitment to long-term thinking, developing people, standardization, 
innovation, and problem solving. It is a learning organization that literally thrives on its 
people engaging in identifying and solving problems together and achieving results that 
will benefit everyone.


  The Toyota Way culture is the critical ingredient in the company’s organizational DNA, 
and it allows for constructive local adaptation of a global company at the same time 
that it avoids the potential pitfalls of diluting the Toyota Way. The culture at a Toyota 
plant in Georgetown, Kentucky is not identical to that of a Cambridge, Ontario, plant, 
nor is it the same as the culture in Jakarta, Indonesia. Each plant has certain unique 
cultural elements based on its specific context, as defined by its history, locale, 
leadership, and people. However, while local culture certainly is a strong influence in 
the company’s widespread global branches, Toyota has developed certain core 
principles that must be present in every Toyota operation regardless of location.


  In this chapter, we summarize the human systems model around which this book has 
been organized. At the center of the model is the people value stream, which is 
essential to understanding why the Toyota Way has met with such unprecedented 
success. We believe that the X-factor in Toyota’s ongoing success is the way Toyota 
develops people to not only do their jobs but to think deeply about problems and 
become committed to the Toyota value system.


The Missing People Value Stream 
  The concept of a value stream has become a common part of the vocabulary of 
organizations that want to improve. “Value stream mapping” may be the most used 
lean tool, and it can have a powerful effect on a team’s ability to understand how much 
waste is produced in the total process of converting raw materials to finished goods. In 



value stream mapping, the product’s path is followed from raw material to finished 
goods, documenting both value-added processes and wasted steps. Value added is 
defined as when the part is physically being transformed to what the customer wants. 
Any activity that costs time and money and does not add value is defined as waste. 
Value stream mapping helps team members understand how the product flows and 
identify the wastes in the process. For example, is it being moved about from place to 
place? Is it sitting in inventory? Are there quality problems creating the need for 
rework?


  We can use this methodology on a conceptual level to understand the people value 
stream. In value stream mapping, there are process boxes in which value is added, and 
between these process boxes are inventory triangles that represent waste. It is typically 
found that the greater part of the life of a product is “waste” as it is being moved 
someplace or sitting in inventory. Imagine if you had the time to map a person’s entire 
career, starting with when they first joined the company. For our purposes, value is 
added when the person is learning and being challenged. These periods are shown as 
the process boxes, while every hour spent not learning is represented by inventory 
triangles—waste. A person’s work may be productive, but for our people value stream, 
if the work does not contribute to learning and development, it will be classified as 
waste. We would probably expect that most of the careers mapped would exhibit a lot 
more waste than value-added development. After all, most of us spend a fair amount of 
time doing routine work, taking breaks, or sitting in ineffective meetings. We suspect 
this is true at Toyota as well, but we believe a significantly larger portion of time at 
Toyota brings to its members value-added learning and development. Even on the 
shop floor, workers who perform routine production tasks spend a great deal of time in 
training where they are taught the higher-level skills of their jobs. They learn multiple 
skills such as problem solving and group development and practice these skills 
regularly. They also learn more about safety and have the opportunity to become team 
leaders. All of these capabilities lead to the development of an entirely new set of 
advanced skills.




  At Toyota, the term “system” is used quite often, and the product value stream and 
people value stream are literally intertwined in a system that makes up the DNA of the 
Toyota Way. Developing people into problem solvers takes waste out of the system and 
leaves a leaner system in place. Without the waste of inventory a delay or quality 
problem will immediately shut down the process. This means that problems surface 
quickly and thus challenge team members to respond to and learn from the obstacles 
that they encounter on the job. When these two value streams are connected and that 
DNA is reproduced, it forms the “Toyota culture,” which makes it possible not only to 
implement but also to sustain the Toyota Way (see Figure 2.1).


Problem Solving Connects the Two Value Streams 
  The importance of problem solving in the Toyota culture cannot be emphasized 
enough. It serves the very vital function of connecting the product and people value 
streams. If the product value stream and the people value stream make up the 
organizational DNA of the company, problem solving is the code that connects the two.


  Without a practical and continuous problem-solving process that is used on a daily 
basis, there will be a gap in any company’s lean transformation. Toyota emphasizes 
that the tools of the Toyota Production System (TPS) are designed to highlight and 
identify problems within its organization. Kanban, continuous flow, and Just in Time all 
expose problems that one may not see otherwise. The same is true for 5S, 
Standardized Work, and Andon. The interplay of these systems sets company 
standards, thus enabling the process of identifying waste-producing, out-of-standard 
conditions.  For example, if we reduce the quantity of parts brought to the production 

Figure 2.1 The Intertwined Product and People Value Streams



line from one day’s worth once per shift to one hour’s worth every hour, we will notice 
problems with those parts much more quickly and there will be immediate pressure to 
solve the problems, since there is less than one hour of parts available before we shut 
down. The out-of-standard condition is observed more quickly, and when it is 
observed, the potential consequences are severe.


  The key to success is to have a production system that highlights problems and a 
human system that produces people who are able and willing to identify and solve 
them (see Figure 2.2). This requires team-minded people who are not only competent 
enough and well trained enough to identify and solve a problem, but who also trust 
their supervising group leader, feel safe in identifying the problem, and are motivated to 
solve it.


We put mutual trust at the center of Figure 2.2 because it is instrumental in creating an 
environment that both encourages the identification of problems and motivates people 
to solve them. Without trust in their employers, employees are reluctant to admit to the 
existence of problems and learn that it is safest to hide them. Now imagine a company 

Figure 2.2 Problem Solving Connects the Product and People 
Value Streams



that has not established mutual trust: A team from the front office value stream maps 
the process and then implements a kanban system here and some standardized work 
there, and even hangs an andon light connected to a cord to stop the line. What is 
likely to happen? If inventory is reduced, problems will surface more quickly, but is the 
worker likely to pull the cord and identify the problem? Is the worker going to try and 
solve the problem or throw up her hands and say it is management’s responsibility? On 
the other hand, if problems are hidden, the entire system of continuous improvement 
stops functioning and the lean systems lose their value. In the Toyota Way 2001 
document, there is a sub-element called “promoting organizational learning”, which 
includes learning from mistakes:


We view errors as opportunities for learning. Rather than blaming 
individuals, the organization takes corrective actions and distributes 
knowledge about each experience broadly. Learning is a 
continuous company-wide process as superiors motivate and train 
subordinates; as predecessors do the same for successors; and as 
team members at all levels share knowledge with one another. 

In Chapter 1 we told a story that concluded with Mike Hoseus receiving applause for 
admitting a serious mistake on the job. This would be a startling ending to the story in 
most organizations as it would be outside the cultural boundaries of normal behavior to 
reward someone for “messing up.” In fact, if a group in most plants applauded a 
mistake, it would probably be to poke fun at the team member. Mutual trust is what 
makes it possible for individual employees to admit problems and take responsibility 
for solving them.


THE HUMAN SYSTEMS MODEL 
  Describing something as complex as the culture of a company is no easy task and 
any model will necessarily be a simplified abstraction. There is one story told among 
Toyota employees that Taiichi Ohno tore up early versions of the house representing 
TPS because he felt one could not capture the depth of TPS with a static illustration 
and that it was a waste of time to even try. TPS was a living, evolving process and he 
would say: “If you write it down you will kill it.” Learning was at the gemba (the place 



where the value-added work is done). Despite the echoes of Ohno’s admonition, we 
decided to do our best to represent the human systems model that has allowed Toyota 
to become so successful, in a way that is applicable to other companies and countries. 
The model, shown in Figure 2.3, is oversimplified, to be sure, yet as models go, it is 
reasonably complex and to truly understand what it means takes years of practice.


  We could find no better way to represent the human system than as a traditional 
systems model with inputs, a core transformation process, supporting subsystems, 
outputs, and a purpose.


  The system we are focusing on is the people value stream and its direct supporting 
systems inside Toyota. Because we are focusing in this book only on the people 
system, there are certain parts of Toyota that fall outside our prescribed boundaries. 
For example, we show the production system principles, the technical principles of 
TPS, as outside the boundary of the human system; they are shown as an input. We 
also show Toyota’s philosophy and values as inputs. They have been established over 

Figure 2.3 The Human Systems Model



the decades of the company’s lifetime, and they have a major influence on the quality 
people value stream that we would see in any individual plant or organization within 
Toyota. The chapters in this book are organized to explain each element of the Human 
Systems Model in some detail, but first we will provide a broad summary here.


  We find it is best to understand the system from the outside in (something 
management guru Peter Drucker always advised) by asking these questions:


•  What is the purpose


• What are the key outputs that help achieve the purpose?


• What are the key inputs needed from the environment, and how do we filter these 
to select only those we want to let enter the system?


Outside the People Value Stream: Purpose, Outputs, and 
Inputs 
  According to the systems model, any given organization should have a very clear 
understanding of its purpose, and Toyota has a remarkably clear vision that is broadly 
shared among the leaders of the company. There are a variety of mission statements in 
the various business divisions within Toyota that change over time, but each one 
always includes these fundamental elements:


• add value to customers and society


• contribute to the economic growth of communities and countries in which we 
do business


• contribute to the stability and well being of team members


• contribute to the overall growth of Toyota


  In a sense, we could argue that every organization has a basic understanding of its 
purpose, it wants to be successful.  And a for-profit company quite simply wants to 
make a profit, with the understanding that a bigger profit is better. But mere profit 
accruement is not the end of the story for Toyota. Toyota thinks long term, viewing 
profits as a means to long-term mutual prosperity for all stakeholders in both the 
company and the communities in which it does business, but it also knows that profits 



are the result of competitive advantage. The competitive advantage comes from doing 
an exceptional job of adding value to society, and to achieve this, the people value 
stream must produce key outputs: quality people producing high quality, low-cost, and 
on-time products.


  The inputs to the Toyota Way culture are its:


• philosophy


• values


• partnerships


• production system principles


• job competencies


• eligible human resources


  Toyota never leaves it up to the human resource department in a local operation to 
hire and develop people in isolation. The way people are selected and developed, 
rather, is very much influenced by the broader culture of the organization. And, as we 
discussed in Chapter 1, the last thing Toyota wants to leave to chance is its culture, so 
it has invested heavily in ensuring that its philosophy and shared values shape the way 
employees are selected and developed so that they learn from and reinforce the 
company’s culture. Partnerships are developed over decades and become an input 
that influences the employee selection and development process. As a result, 
employees enter into a broad network of established relationships.


The Core People Value Stream 
  In the product value stream, we start with the customer and ask what the customer is 
willing to pay for. We then follow the flow of material and information and distinguish 
value-added work from waste. In the people value stream, we can still ask what the 
customer is willing to pay for but then add: What are the employee characteristics we 
know will result in our giving customers what they are willing to pay for? At a minimum, 
we need to develop people who are capable of doing the necessary core value-added 
tasks, whether these are manual tasks, running machinery, or core value added as 



those processes that lead to “quality people producing high quality, low-cost, and on-
time products.” To accomplish this, we argue that the value-added steps are:


1. Attracting people with the right characteristics who are trainable and can 
contribute to the value-adding processes


2. Developing those people so that they have the capability to do quality work 
every day


3. Engaging the people so that they go beyond doing the work to improving how 
the work is done through rigorous problem solving


4. Inspiring the people so that they are committed to the organization and will 
continue to learn, grow, and do their best for the customer, community, and 
society.


  Think of these as the value-adding steps and then ask yourself: “Over the span of our 
employees’ careers, how often is value being added by our company?” If, from the 
point of view of the person entering the value stream, there is activity to attract, 
develop, engage, or inspire them to achieve the goal for the customer, the people value 
stream is adding value. Everything else is waste from the point of view of this value 
stream. Of course, other activities are adding value in the product value stream, but the 
focus now is just on the people value stream. How much value is being added to your 
people value stream? If you put a limited effort into attracting people, give them limited 
training when they first enter the organization, do little to engage and inspire them 
other than put them to work and monitor whether they follow the rules, then the value-
added percent is likely to be very low. At Toyota, people do many tasks on a daily basis 
that simply have to be done. Not all of these tasks develop, engage, or inspire them, 
but we believe the value-added percent is high compared to other organizations 
although this has never been measured.


  While the analogy of value stream mapping is helpful in and of itself, it should be 
carried one step further so that you can develop a future state map for your company. 
First grasp your current situation, then develop a vision of where you want to be, and 



finally develop a plan to close the gap. Toyota’s human systems model can help guide 
your future-state vision.


People - Supporting Processes and Daily Management 
  There are many systems in place to support team members as they are developing to 
become committed members of Toyota. One might think that developing team 
members is the function of the training department which puts together a schedule of 
classes, but Toyota’s history is rooted in learning by doing what is taught on the job by 
highly skilled mentors. It is more of a craft-based system. Intimate daily contact is the 
way the apprentice is trained. Similarly throughout Toyota new hires are immersed in 
living the Toyota Way daily through involvement in work groups, in a clean and safe 
environment, with intense communication, and guided by leaders who are there to 
support and teach:


1. Work Groups and Team Problem Solving - At Toyota the old adage “ALL of us 
are smarter than any of us” is truly practiced on a daily basis. Many companies 
have taught problem solving and have groups that meet periodically to make 
improvements, but Toyota has integrated this into the daily management 
system. Getting the right people together to solve a problem is the way much of 
the work gets done in engineering, sales, finance, and in the factory. People are 
organized into work teams with team leaders and review daily progress, taking 
problems as opportunities for kaizen.


2. Clean and Safe Workplace - Leaders must articulate and reinforce their 
commitment to a healthy and secure work environment. This starts with a health 
and safety system that reflects company policy and compliance with laws and 
regulations. The bigger the issue is to put in place systems to prevent health 
and safety problems and then respond rapidly to health and safety issues and 
accidents. Like Toyota, your company could implement a variety of formal 
mechanisms, such as health and safety committees that respond within the 
same day that a health or safety issue materializes. In addition, leaders must 
promote preventive safety measures, safety awareness, and ergonomics 



awareness that alert team members to abnormalities with potential health and 
safety consequences.


3. Two-Way Communication and Visual Management - Toyota leaders work 
continuously to ensure open channels of communication throughout the team 
by emphasizing the key values of mutual trust and respect, sharing the 
management point of view, and encouraging team members to participate in 
team activities and share their ideas. There are a variety of mechanisms we will 
discuss for formal face-to-face communication, and we will also emphasize the 
principle that all leaders should manage from where the work is done, not an 
isolated office.


4. Servant Leadership - Compared to traditional organizations, Toyota’s 
organizational chart stands on its head. Put the core value-added worker at the 
top and it is a better representation than the top-down structure we are used to 
seeing in most corporate organization charts. Leaders coach, teach, and 
support the members of the work force that are doing the value-added work. In 
other words, they serve the team. They do this by clarifying and reinforcing 
common goals, specifying and integrating team roles and job tasks, articulating 
standardized work, providing training for required job competencies, scheduling 
regular team meetings for supplying timely information, assisting in resolving 
issues, and ensuring earned recognition.


The Organizational - Supporting Processes and the Role of 
HR 
  Once you have developed your future-state value stream flow, you need to identify 
the formal systems required to support this flow. Often these are represented on a 
product value stream map as kaizen bursts, which represent specific supporting 
process improvements (kaizen) needed. The organizational supporting processes to a 
large degree fall under the auspices of the human resources (HR) department.


  The roles and responsibilities of the HR department are multifaceted, and its function 
at Toyota goes way beyond hiring people and administering policies related to pay, 
promotion, and benefits. It seems that in many companies the role of HR is largely to 



act as people accounting systems. Indeed now there are technical service companies 
that will allow you to “outsource your HR function” to save money which basically 
denigrates HR to a computer systems function.


  At Toyota, HR does much more than manage databases and it is certainly not a 
function that can be outsourced. In fact, since people are so integral to its 
management philosophy, HR is one of the most important and powerful departments in 
the company. HR managers typically enter the department by way of other job 
rotations, such as production management and production control, so that they have 
an understanding of the core value-adding processes. As evidence of its influence 
within the company, Toyota has intertwined HR with its production management 
department, and as such, HR is involved in daily concerns of team members on the 
shop floor. In fact at Toyota no one can be promoted or get a raise without HR 
approval. They are not simply administering procedures manuals; they are intimately 
involved with the career paths of all employees, and they must know the people 
personally and understand in detail their performance and career paths. What’s more, 
HR at Toyota is considered to be every manager’s job. The role of HR is to partner with 
manufacturing while facilitating ownership by manufacturing. Let’s consider each of the 
organizational supporting processes that HR facilitates:


1. Commitment and Tools for Stable Employment - Stable employment is the 
foundation of Toyota’s commitment that team members are its most important 
resource and investing in team member development is a top priority. It is well 
understood throughout Toyota that, short of an economic catastrophe for the 
entire company, like that of the late 1940s, employees will not be laid off. This 
provides a safety net that allows team members to safely participate in 
continuous improvement, even when the project is focused on eliminating 
positions to improve productivity. The HR department at Toyota is the 
company’s key aid in providing this job security due to its prowess in stable 
employment management. It has developed sophisticated methods to predict 
labor needs and uses temporary work forces (not guaranteed employment 
security) as a flexible shock absorber against natural economic cycles.




2. Fair and Consistent HR Policies and Practices - Obviously HR strives to 
infuse fairness into all of its policies and actions, but this common company 
mission statement takes on a different meaning at Toyota. If you were to follow 
HR representatives at Toyota around and watch what they actually do, you 
immediately would discern the Toyota difference. While employees stationed 
within most companies’ HR departments might spend the majority of their time 
in front of a computer screen or answering the phone, at Toyota, HR 
representatives roam throughout its many departments to keep abreast of the 
latest company happenings. This is referred to as genchi genbutsu within 
Toyota, which means going to the actual place where the work is done to see 
and understand company situations firsthand. Disciplinary issues, employee 
dissatisfaction, kaizen promotion, and employee career progression are just a 
few of HR’s responsibilities. HR representatives must always be visible to team 
members and aware of what is really going on in the workplace. To ensure fair 
and consistent HR practices, Toyota employees cannot be promoted or given 
pay raises without HR approval. If employee pay and promotion is left solely to 
the discretion of supervisors and managers, which in most companies is the 
case, then individual differences in understanding of company promotion 
policies will cause variation in their administration and consequently low 
employee morale and lack of trust.


3. Slow Promotion and Rewards for Teamwork - Becoming a Toyota leader 
does not happen overnight. It is as much a maturation of the individual as it is a 
set of management tools and techniques. People mature in their self-confidence 
and interpersonal sensitivity at different rates but for all people it takes time—
years and even decades. Since Toyota views the employer-employee bond as a 
long-term relationship the company is willing to be patient and allow each 
person to mature and grow into the level of leadership that fits their capability. In 
turn they expect the individual to have patience and take any position as an 
opportunity to learn and grow. Teamwork is more highly valued than seeking to 
stand out as an individual genius. The individual who needs to be fast tracked 



through the company and get lots of individual recognition will not be a good fit 
in the Toyota environment.


4. Hoshin-Kanri (Policy Deployment) - Developing people so they learn how to 
solve problems and continually improve the work is a marvelous asset, but how 
does this energy and creativity get directed toward a common goal. Much of 
Toyota’s continuous improvement is driven by hoshin objectives for 
improvement, starting at the very top of Toyota and coming to agreements at 
every level down to the team member. Each employee has a hoshin, which is 
defined as specific measurable objectives that are reviewed throughout the year. 
When all team members feel like they are a valued long-term part of a team 
whose fate is tied to the fate of the company, hoshin-kanri is a powerful 
mechanism for converting their energy into exceptional levels of performance.


THE MODEL IS NOT A SILVER BULLET - IT IS WHAT YOU DO 
EVERY DAY 
  We would like to say, “Study the model, implement each of the constructs in your 
organization, and then sit back and watch people get healthy and wealthy.” If only it 
were that simple. The model is not something that can be quickly implemented, like 
issuing a policy manual or installing a computer system. It is a living process that 
comes from decades of learning, evolving, and growing.


  Unfortunately we observe all too often that smart and insightful people who can solve 
real-world problems with laser sharp accuracy become clouded in their thinking and 
judgment when envisioning a new program. The phrase “program of the month” comes 
from senior management, which dreams up new programs that get superficially 
implemented at the artifact level and never become part of the deeper culture. What 
does penetrate deeply into the culture are the provisional mindsets that programs 
come and go and that the managers who buy into programs with the help of outside 
consultants are not to be trusted. The operative word here is “dream.” The programs 
are dreams, not reality.


  We must reemphasize that Toyota is made up of people, and since people are not 
perfect, not every action of every person every day supports the human systems 



model. But the correlation between what Toyota says are its values and what leaders in 
the company actually do is remarkably high compared to other organizations that we 
have experienced. The spirit of genchi genbutsu is to go and actually see the current 
reality, without preconceptions. That applies to the culture. Leaders at Toyota must be 
brutally honest about the reality of the culture and what needs to be improved. Problem 
solving applies as much to problems of culture as to product quality issues.


This book is about bringing your reality closer to the ideal of your desired future state 
by:


• Developing your people value stream to increase the value-added time in which 
people learn and develop job and leadership skills


• Evolving the people supporting processes so people are coached, taught, and 
engaged every day in continuous improvement and learning


• Putting in place the organizational supporting processes to enable development of 
a healthy culture supporting the development of quality people


 Integrating the product value stream and people value streams through your lean 
production principles so you can achieve long-term competitive advantage and mutual 
prosperity.


SUMMARY 
Toyota is known for its famed “Toyota Production System” and companies all over the 
world are working to “implement” the system in their organizations. In most cases the 
results are impressive in spots but are overall disappointing. What they are missing is a 
strong “human system” which for Toyota is the key ingredient to long-term 
competitiveness. The technical and social systems work together to create a culture of 
teams working to solve problems. The tools of the production system are designed to 
expose problems, while the human systems are designed to attract, develop, engage 
and inspire people to solve those problems. The “Human Systems Model”, while not a 
silver bullet, is a depiction of how all the factors come together to create Toyota 
culture.




KEY POINTS TO CONSIDER FOR YOUR COMPANY 
1. Toyota’s production systems are designed to “expose problems” and are a means 

to the end, and not the end


2. Toyota’s human systems have a “core value stream” that seeks to add value to 
every member of the organization


3. Everyone understands and acts upon the purpose of “mutual long term prosperity”


4. Problem solving is the focus of the organization, with people feeling comfortable to 
admit they have a problem


5. People are supported in problem solving and learning by committed and 
knowledgeable leaders and daily management systems


6. HR systems are designed and implemented to support both the production and the 
people value streams


Toyota Culture: The Heart and Soul of the Toyota Way
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