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In-House Counsel Spotlight on Diversity Initiatives

Diversity Turns the Key for Success at Toyota

By Sandra Giannone Ezell
and Lawrence C. Mann

This is the fifth article in In-House Defense
Quarterly’s series spotlighting the diver-
sity initiatives of in-house legal depart-
ments. Recently, we sat down with some of
the men and women charged with develop-
ing and implementing diversity programs
at Toyota Motor Sales, U.S.A., Inc., Toyota’s
U.S. sales and marketing arm, to hear about
their diversity success story, as well as with
members of their legal department, includ-
ingits general counsel. Toyota Motor North
America has been recognized by Diversity-
Inc. asa Top 50 company in 2009 for diver-
sity. We're pleased to share those interviews
with you.

Small Beginnings Brings Big Future
Toyota Motor Sales, U.S.A., Inc., (TMS),
is headquartered in Torrance, California.
TMS was established in 1957 on the prem-
ises of a former car dealership in Torrance.
It was an exceedingly modest outpost offer-
ing only one vehicle, the Toyota Crown.
Today, TMS sits alongside other Toyota-
related entities, including Calty Design
Research, Inc., and Toyota Motor Engineer-
ing & Manufacturing North America, Inc.
TMS alone has regional sales offices in Cal-
ifornia, Colorado, Illinois, Maryland, Mas-
sachusetts, Missouri, New Jersey, Ohio and
Oregon, not to mention private distribu-
tor offices in Florida and Texas. From that
tiny, Torrance-based outpost in 1957, TMS
has grown to include Lexus, Toyota Logis-

tics Services, Inc., North American Parts
Operations, and other subdivisions pro-
viding business development and support
services. It services 1,502 Toyota, Lexus
and Scion dealers and is responsible for
in excess of two million in annual vehicle
sales. For the 2010 model year, Toyota’s fleet
includes 16 vehicles.

The company’s significant presence in
the United States is evidence of TMS’s com-
mitment to embracing new cultures and
incorporating the richness offered by diver-
sity into its own business culture and prac-
tices. Its success is reflective of learning
from and the inclusion of new people and
their ideas. TMS is of Japanese heritage,
yet it has an American story. The various
Toyota-affiliated companies now directly
employ more than 35,000 people who have
an indirect employment impact several
times that number.

The cornerstone philosophy guid-
ing TMS’ learning and doing is “kaizen,”
a Japanese term and management con-
cept, which, as applied within TMS, has
come to mean a commitment to continu-
ous improvement of the business and all
of its personnel through respect for peo-
ple, consensus building, and participation.
It has meant drawing in diverse person-
nel with varied backgrounds, histories,
nationalities and orientations and build-
ing a team within which self-development,
self-expression and participation are insti-
tutionally perceived as critical components
of the culture. This is inclusion!

An important element of the TMS cul-
ture is not so much what is said, but rather
what is done. For those of us who are exter-
nal to TMS, perhaps we can learn the most
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from its structures and processes in place
for the sole purpose of fomenting inclusion.
The critical path to accomplishing inclu-
sion began with a quasi “grassroots” move-
ment within TMS among line employees.
This movement now enjoys a formal struc-
ture, endorsed by management.

Diversity and Inclusion—A

Strategic Plan

Diversity and inclusion have been and are
a business necessity for Toyota in North
America. Simply put, without the abil-
ity to understand diverse people and their
ideas and incorporate them into the Toy-
ota culture, the palpable business success
achieved by TMS would never have been
possible. Unrelenting efforts to improve
TMS and increase business have yielded
a formal program to institutionalize and
further diversity and inclusion. The pro-
gram reaches not only internal operations
but also extends to the diverse communi-
ties and persons served by Toyota prod-
ucts. The “Diversity and Inclusion Strategic
Plan” is the written embodiment of these
historical efforts and points the way for-
ward for TMS.

TMS has proclaimed that “diversity
turns the key” to business success. The
philosophy that it proudly displays on its
website is the belief that “continued growth
toward a more inclusive culture is neces-
sary for business success.” As stated by
Jerome Miller, vice president of diversity
and social responsibility, “Our customers,
business partners, and employees should
see themselves represented in our work-
force, in our marketing campaigns, in our
dealerships, in the communities we serve,
and the organizations we support.”

In 2002, TMS unveiled a formal Diver-
sity Advisory Board, which includes several
nationally known figures who meet several
times per year with TMS to provide a sound-
ing board, advice and counsel—*“to keep
TMS focused and hold it accountable.” Ad-
visory board members participate with fre-
quency in conference calls. The efforts of the
advisory board and many company officers
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Members of TMS’s African American Collaborative business partnering group.

and employees, including Jerome Miller and
Midge Waters, National Manager of Diver-
sity and Inclusion, culminated in the adop-
tion of its “Diversity and Inclusion Strategic
Plan,” mentioned briefly above.

Employees Are “Schooled” in Diversity
Midge Waters joined TMS in 1987 and ini-
tially worked on building an education and
training program within Toyota Motor
Credit Corporation. She then moved to the
University of Toyota, a TMS entity respon-
sible for educating and developing sales
associates and for dealer education. In her
words, she “taught the Toyota way.” From
her early days with TMS, Ms. Waters dealt
with diversity and inclusion. It was a con-
stant in her life with TMS. “People had to
learn basic knowledge about people and
basic skills,” Ms. Waters said. Thatlearning
included the following core concepts:

+ People come to TMS with different cul-
tures, frames of reference and data;

+ People need to understand what each
team member brings as benefit and bag-
gage; and

+ People need to learn to talk across per-
ceived differences.

Kaizen is the driving corporate strat-
egy and, “the key to kaizen—continuous
improvement—is respect for people,” Ms.
Waters explained.

Jerome Miller added, “We learned that
depending on a person’s reference point,
simply returning a good morning greeting
was critical to the self-esteem, inclusion,
and participation of some associates. It
takes time to get input from everyone, col-
laborating, revisiting, and reevaluating, but
it is worth it in the long run.”

As reported by Ms. Waters, 1998-2001
was a “perfect storm,” involving:

* The launch of a “great manager” pro-
gram, focusing on individual strengths
and talents;

+ A pronounced increase in the number
of women and people of color maturing
into leadership roles within their respec-
tive departments; and

* A grassroots desire and effort to effect
change within the company.

In addition, the TMS University gradu-
ated its first class of “diversity and inclu-
sion champions,” which has now become a
very well-organized initiative.

Initially, 12 people were identified as

“champions,” or people who “walked the
talk.” Each showed dedication to a de-
partment and his or her colleagues. Each
was an excellent employee and an opinion
maker in his or her department. That ini-
tial group of 12 was given six days of train-
ing in three-day segments. The first three
days involved exercises intended to get these
associates to look at themselves in the con-
text of the group. One month later, the sec-
ond three-day segment focused on building
a strategy for change and intradepartment
partnerships to foment changes in behav-
ior and process. Each of the 12 made a two-
year commitment to serve as a diversity
champion.

Today, TMS now has more than 250
trained diversity champions. These cham-
pions often handle departmental issues.
“They hear things that managers never
hear. They get issues surfaced and dis-
cussed. They nudge associates to partic-
ipate irrespective of sexual orientation,
race, gender, religion, nationality, or other
characteristic. They help to identify and
sponsor various cultural events that help
to connect the culture inside TMS to the
greater community,” said Ms. Waters.
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Champions will often facilitate feedback
sessions after a department meeting. The
typical subject matter is operational excel-
lence and continuous improvement. As
described by Mr. Miller, champions also
make improvements that ultimately influ-
ence customer satisfaction and the bottom
line. He described a situation in which an
African-American female supervisor—a
trained diversity champion—in customer
relations noticed that an outside agency
was handling Spanish-speaking calls. Due
to that supervisor’s efforts, a team of inter-
nal, bilingual, TMS associates became
responsible for those calls. That move ele-
vated the status of the associates, provided
the customers with expedited services, and
saved the company money. “The supervi-
sor felt empowered to do it, and in doing
it, empowered others. Having everybody
at the table is not enough. They have to be
empowered,” Mr. Miller said.

Diversity champions receive no addi-
tional pay. They do not enjoy reduced work-
loads. The service that they provide is on
top of their regular job-related duties. They
can receive recognition for this additional
work, however, in performance evalua-
tions. According to Ms. Waters, “we started
with women and people of color, and now
increasingly we have white men nominated
to become diversity champions.” The nom-
inees are great performers and viewed as
influential by their peers. In the coming
years, TMS will start to incorporate man-
agers and more senior-level people into the
diversity champion program.

As it turns out, this diversity champi-
ons system at TMS has become important
to the evolution of its corporate culture.
“When you teach people how to look at
things from more than their own perspec-
tive, they have a skill set that is valuable in
abusiness context,” stated Ms. Waters. One
Lexus manager believes in the value of this
training to so much that she has requested
that all 16 of her direct reports receive
champions training.

Business Partner Groups as

Part of the Strategic Plan

TMS also enjoys five volunteer business
partnering groups that associates can
join.

+ African American Collaborative

6 = In-House Defense Quarterly = Winter 2010

Christopher Rey-
nolds, Vice Presi-
dent and General
Counsel, Toy-
ota Motor Sales
U.S.A., Inc.

* Gayand Lesbian (Bisexual, Transgender

& Friends) Alliance at Toyota
+ Toyota Asian-American Society in

Alliance
+ Toyota Organization for the Develop-

ment of Latinos
« TORQUE!: Women’s Business Partner-

ing Group

Each of the groups was initially estab-
lished by a diversity champion. They are
social groups with a business relationship
or message. They help to provide mentors
to associates and a comfort zone for those
who need it. Membership is open to all. For
example, you need not be female to affiliate
with TORQUE!: Women’s Business Part-
nering Group. Groups have an annual plan,
and they typically obtain executive spon-
sors at the vice president or corporate man-
ager level. The groups are subsidized and
stage events relating to heritage months,
cultural awareness events, and educational
programs, as well as community outreach.
For example, for Asian-Pacific American
Month, the Toyota Asian-American Soci-
ety in Alliance showed a film on the intern-
ment camps established during World War
I1, which provided a basis to discuss that
chapter of American history.

The groups were largely established to en-
courage success within the company. Reten-
tion has never really been an issue for TMS.
Maximizing opportunity and career devel-
opment is the hard target of the groups. They
encourage developing relationships within
TMS and provide a forum in which asso-
ciates can develop new skills and compe-
tencies. In the words of Ms. Waters, “These
groups already exist within the company;
why not bring them in to participate?”

Ultimately, TMS” “21st Century Diver-
sity Strategy” was the catalyst for its current
diversity and inclusion efforts. That docu-
ment articulates the TMS agenda. It incor-

porates all facets of the company’s diversity
and inclusion efforts, including those in-
volving minority dealerships. It contains an
express target for adding minority dealer-
ships through the year 2012.

The “Toyota Way” Shapes
the Legal Department
Members of the legal department have along
history as diversity champions. Christopher
Reynolds assumed his duties as vice presi-
dentand general counsel in 2007. “I stepped
into a well-oiled machine. I was presented
with a group of diversity champions who
said here is what we want to do.” Mr. Reyn-
olds heads a staff of about 30 lawyers.

Describing TMS, Mr. Reynolds said, “an
intensive orientation is essential. Thereis a
deep, deep culture in place. You must get
the cultural currents quickly to do well.
Respect for people, kaizen, are not just
words on a wall.” Mr. Reynolds went on to
comment that respecting people involves
respecting difference, stating that “you do
not devalue ideas based on title or some
other superficial aspect of being.” These
values, inherent in the Japanese parent
company, Toyota Motor Corporation, have
been projected far and wide into North
America, Thailand, Brazil and other coun-
tries around the globe. “Toyota had to get
diverse to succeed,” said Mr. Reynolds.

The “Toyota way” impacts how the legal
department buys services from vendors.
Law firms are required to account for the
specific personnel handling TMS work and
an annual report is generated identifying
who actually performed legal services for
the company. According to Mr. Reynolds,
TMS wants to see how diverse members of
case and legal project teams are actually
doing. “We equate high-quality provision
of service with [legal] diverse teams. We
message this constantly to our vendors. I
and others will call a vendor and request
that specifically designated team members
deal with an issue and report directly back
to TMS,” said Mr. Reynolds. “We are small
enough to track this on a regular basis and
discuss it with our line lawyers.” He went
on to say that TMS increasingly seeks to
incorporate vendor environmental plans
into its decision making matrix.

Mr. Reynolds explained that everyone
making a pitch for business had to “go
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through the matrix. The diversity of the
team members is one of the critical ques-
tions that is always asked.” He believes that
the TMS approach best serves the com-
pany interest for several reasons. “Only by
casting the widest possible net can TMS
be assured of identifying the best lawyers.
TMS must constantly look to tomorrow
and who will be available to provide quality
service and it is efficient to require current
vendors to develop new talent. Finally, my
trial lawyers must connect with the pool of
jurors and diverse jurors can bring remark-
able insight to jury selection and the trial
process. It is not just having them there,
you must engage them and value all of the
team members.”

Former and current legal department
diversity champions assist in implementing
diversity and inclusion efforts within the
legal department. In-house counsel Ellen
Farrell and Alicia McAndrews have served
as champions, Ms. Farrell matriculating
with the second class of champions. Ms.
Farrellis a founding member of the Gay and
Lesbian (Bisexual, Transgender & Friends)
Alliance at Toyota, and Ms. McAndrews is
amember of TORQUE!: Women’s Business

Partnering Group. According to Ms. Farrell,
“There has been a very high level of partici-
pation from the legal department in diver-
sity and inclusion efforts.” Eric Taira, Vice
President and Assistant General Counsel,
and a long-time legal department leader,
helped form the Toyota Asian-American
Society in Alliance. Both Ms. Farrell and
Mr. Taira commented that assuming a role
as a diversity champion involves a serious
time commitment. As described by Ms.
Farrell, the training “gives you passion and
asense of yes we can. We are tasked to keep
diversity and inclusion front of mind.” The
diversity champion helps to organize reg-
ular, informal programming in his or her
department. Ms. Farrell recalled one such
program called, “The Power of Hello.” In
that program she and others explored how
the importance of saying “hello” varied
across cultures and in some cultures is
“validating.” Inclusion brings us all under
the tent, according to Ms. McAndrews, who
said, “We need inclusion as a team.”

And Ms. Farrell observed, “We feel bet-
ter having some symmetry between the
universe of our purchasers and the people
from whom we purchase legal services. We

do see a change in the teams that the big lit-
igation firms are now proposing.”

Conclusion

Diversity and inclusion are integral to the
“Toyota way” and the success story with
which we are now so familiar. Hopefully,
these glimpses of the TMS experience will
provide a roadmap for positive steps that
we can take to energize and empower the
individuals who comprise our businesses.
There is no question that the key ingre-
dients of respecting people and valuing
of differences—kaizen—are essential
components of the company’s continuous
improvement.

We hope that you have been inspired by
the insights that the companies featured
in our spotlight series have shared over
the last several months. We want to hear
about your company’s story. If you would
like to describe your company’s diversity
efforts, successes, and struggles, please
contact Sandra Giannone Ezell (fandral
Ezell@bowmanandbrooke.com) to add
your voice to this issue.
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