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Good crisis management will protect your reputation and lessen the damage, says John Ogilvie of Network VEKA, but underlying problems may require a strategic response to culture and structure.
Toyota’s rise and fall
We’re getting used to large numbers. But in their very different contexts the UK’s national debt, Google’s growth, Apple’s sales and Toyota’s recent eye-watering recalls take some grasping. 
The Japanese manufacturer has recalled eight million cars since November, and there may be more to come. To put this in perspective, the UK’s total sales of new cars was almost two million in 2009. 
The recalls are to fix floor mats and ‘sticky’ accelerator pedals in eight popular models. There are also questions over the brakes on the Prius, its flagship petrol-electric hybrid. 
It could get worse. Toyota insists that accelerator problems are mechanical and easily prevented by fitting a small extra part. But the company is facing a wave of legal actions alleging that drivers have been seriously hurt and even killed because of their car’s electronic throttle control systems. US lawyers are citing the death of a woman whose car allegedly accelerated from 25mph to 80mph before crashing into a tree. The claim is eerily reminiscent of allegations in the mid-1980s when an out-of-control Audi caused the death of a six year old boy in the US. Sales plunged, and although regulators cleared Audi of wrongdoing it was a decade before its US sales recovered. 

The cost of fixing these problems has been calculated at over $2 billion, but the eventual cost will be much more. Add in the cost of mass action lawsuits, prolonged bad publicity, and customer desertions and you begin to understand the time it can take to recover from PR disasters. 

Not all companies take that long to recover. Johnson & Johnson, Perrier, and Mercedes are classic textbook cases of how to turn a PR crisis into an opportunity. 

This crisis is particularly damaging because Toyota cars are not bought for their style or performance but for their quality and reliability. Toyota’s growth was driven by customers defecting from rival car firms in search of quality. It regularly came top of customer satisfaction surveys, and its success made it the world’s largest and - until last year - most profitable carmaker. It pioneered lean manufacturing, since adopted by all car makers and many other manufacturers, introducing words like Kaizen – continuous improvement – and ‘Genchi Genbutsu’ – going to the source of the problem – into the manufacturing lexicon. 
PR management companies and reputation specialists have criticised the carmaker’s handling of the crisis. Toyota’s done too little, too late and now it’s in the crosshairs. 
Toyota has been slow to respond, and reluctant to acknowledge the extent of the problem. Even now its full page advertisements in the national press refer to ‘issues’ not ‘problems’. Akido Toyoda, grandson of the founder, the new President and CEO has publicly apologised. But the roots of the problem go back some time. 
The generations of management who created Toyota have gone and some of their dedication to quality and reliability has gone with them. Toyota’s culture has changed. Until five years ago Toyota didn’t have safety recalls, but in 2006 it had the largest recalls of any US carmaker. 
Toyota has become distant from its customers and prospects. But their perceptions of the brand will determine its sales and profits for years to come. 
Good crisis PR can lessen the damage to your brand. It can even turn a crisis into an opportunity. But it can’t solve underlying cultural or structural problems. For that Toyota must use ‘Genchi Genbutsu’ to identify the source of the problems and fix them. With luck it will be Just-in-Time. 
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