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Abstract

Operations managers often manage in times of change that exert pressure on

values and methods usually developed during more stable eras. With increas-

ing global volatility, companies open and close plants because of demand

shifts, cost and reshoring considerations, and government-induced and market

forces. Impacts of plant closures on local communities, employees, suppliers,

and other stakeholders have been documented, but plant closure processes

have not been extensively studied. This paper describes an engaged research

study of Toyota Australia's manufacturing closure processes. We apply psycho-

logical contract theory, particularly of contract breach, to examine the

“respectful” approach Toyota used to close its assembly operation in Mel-

bourne. We examined the role that stakeholder theory plays in describing

managerial motivations. Toyota allocated resources beyond typical expecta-

tions to prepare its workforce for their post-Toyota careers and lives. During

the 4-year transition process, employee performance, and engagement

improved, supporting propositions that reserves of employee goodwill can

come into play when a psychological contract breach occurs. Further, leader-

ship actions can moderate the negative impacts predicted by that theory,

beyond outcomes that more transactional views would predict. Our study

offers an elaborated model of psychological contract breach that future

researchers can apply to plant closures and related operational contexts.

KEYWORD S

employee engagement, organization values, plant closure, psychological contract,
reskilling, stakeholder theory, Toyota, upskilling

Highlights

• When a psychological contract breach or major change such as a plant clo-

sure occurs, existent goodwill in the workforce toward the company may
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mitigate against the potential diminution of motivation, morale, productiv-

ity, and quality. Building a reserve of goodwill therefore creates future value

for the firm.

• Best practice in effecting a respectful plant closure includes initiatives

that provide upskilling and reskilling to the “leaving” workers;

such initiatives minimize deleterious impacts on workers and the

community.

• Operations managers should play close attention to ways that their state-

ments and actions shape the psychological contract that exists in the minds

of workers, and consider how future actions may violate or reinforce the

contract.

1 | INTRODUCTION

Decisions made by operations managers can have tre-
mendous influences on the income equality
(or inequality) of workers, their employment potential,
and career path opportunities. For example, decisions
about core operating values, organizational design, per-
sonnel training, and promotional ladders shape the expe-
riences and expertise of employees in ways that may
improve or degrade their future employment options.
More broadly, decisions about facility openings,
upgrades, and closures impact employment and income
options for employees, while also affecting the economic
and employment prospects of local communities.

Connections between operational decisions and sus-
tainable social welfare are readily visible in the vehicle
production industry. The stories of automakers offer
numerous examples of both job creation and destruction,
as well as both arduous and cooperative relationships
between labor and management. Operations managers in
automotive firms continually find themselves addressing
the conflicting goals of different stakeholders, attempting
to balance what is good for owners, for employees, and
for members of the community. Policymakers also play
important roles, serving to incentivize and/or constrain
operations managers' choices.

This paper addresses an important concern of this
special issue of the Journal of Operations Management,
namely, how can operations managers better address
links between their decisions, operating values, and
socioeconomic outcomes? Helper et al. (2020) suggest
that business has a responsibility to provide and
improve access to good jobs. Our study examines the
ways that Toyota Motor Corporation in Australia
(TMCA) sought to promote employment opportunities
for employees and mitigate the negative socioeconomic
outcomes of their decision in the community while

closing a plant, an act that eliminates jobs. Following
an engaged research approach, we report our observa-
tions and analysis of Toyota's Camry assembly plant
formerly located in Melbourne. This case study illus-
trates the roles of guiding corporate values and stake-
holder concerns in producing an economically
effective, yet “respectful” plant closure, located within
the context of the larger withdrawal of the automotive
industry from Australia in the 2014–2017 period. The
atypical processes that Toyota management used to
close the plant point out ways that economic impacts
and potential inequities might be lessened in such cir-
cumstances. Our study develops insights into the
TMCA approach to plant closure, which appears to
have balanced its organizational value of respect for
people against other business goals. In addition, our
analysis of the TMCA case leads to elaboration of psy-
chological contract theory as a perspective that can be
used to describe plant closure processes and outcomes.
We employ psychological contract theory to frame the
interactions between employees and Toyota manage-
ment, as a plant closure represents perhaps the stron-
gest possible breach of the psychological contract
between employer and employees. In addition, we
examine stakeholder theory as a lens through which to
view the motivation for operational choices that reflect
concerns for various groups. Our findings highlight
ways in which operating philosophy and guiding values
might be incorporated into theories and managerial
actions describing the effects of a plant closure on the
firm and its existing employees.

Plant closures occur irregularly, but more frequently
during times of global economic change. These events cre-
ate important opportunities for business firms to greatly
impact employment and income in affected communities,
either positively or negatively. There is a substantial litera-
ture on downsizing, but relatively little coverage of plant
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closures from a research perspective. Most existing plant
closure studies tend to focus more on reasons for closure
or on economic outcomes for the firm or community. Only
a few studies examine management processes during clo-
sure; none apply theoretical perspectives with a focus on
employee responses and stakeholder impacts.

In addition to filling this gap, our study provides a
new examination of the core values undergirding the
Toyota Way philosophy, and within it, the Toyota Pro-
duction System (TPS). Ours is the first study to examine
the implications of the Toyota Way in the context of a
plant closure.1 This study also offers an example of
“engaged research” (Touboulic et al., 2020) in operations
management, affording insights into the unique circum-
stances presented by Toyota's first-ever major plant
closure,2 a case in which their philosophy and methods
were stretched and tested. Our interviews, quantitative
analyses, and close involvement with plant personnel
over the 4-year closure process enabled an in-depth anal-
ysis of the effects of TMCA's approach to plant closure.
The findings suggest ways in which the negative effects
of a major psychological contract breach (PCB) may be
moderated, how employment prospects might be
enhanced, and how future research might more fully
incorporate operational actions and corporate values in
elaborating psychological contract and stakeholder
theories.

The remainder of this paper is organized as follows:
we first examine and integrate relevant literatures and
theoretical perspectives that we employed to derive
insights from TMCA's transitionary process. The next
section of the paper describes the context and circum-
stances leading to the plant closure decision. Section 4
overviews the research method, describing the types of
access and data provided through our engagement with
TMCA executives, managers, and workers. Then we
examine the detailed qualitative and quantitative data
developed throughout the engagement process. The final
sections interpret the case study findings through the
lenses of psychological contract and stakeholder theories,
and propose elaborations based on their applications to
the TMCA plant closure experience.

2 | THEORY AND LITERATURE
REVIEW

2.1 | Psychological contract theory

Psychological contract theory, and particularly the con-
cept of psychological contract breach (PCB), provides a
useful frame for developing expectations as to how indi-
vidual employees might respond to a plant closure and

their loss of jobs. Psychological contracts represent
employees' beliefs regarding obligations between them
and the organization as an entity, rather than with any
specific agent of the organization. While organizational
agents may comprehend that psychological contracts
exist, the contracts are held by employees alone
(Levinson et al., 1962; Rousseau, 1989; Sims, 1994). Psy-
chological contracts can be considered as governing
organization-to-employee relationships (e.g., Blau, 2006,
2008; Stengard et al., 2015) or organization-to-
organization relationships (e.g., Eckerd et al., 2013; Hill
et al., 2009). Given our research focus, we follow
researchers of plant closures and downsizing initiatives
who apply psychological contract theory by considering
the common elements of psychological contracts that
emerge between an employer and its collective employee
base (Blau, 2006, 2008; Cappelli, 1999; Guthrie &
Datta, 2008; Stengard et al., 2015). A common psychologi-
cal contract that arises among employees is an expecta-
tion that their work contributions will be reciprocated
with a positive work environment and continued employ-
ment (Datta et al., 2010; Rousseau, 1995; Zhao
et al., 2007). Such expectations may develop because of
the organization's direct communications to employees
as well as past organizational actions, documents, discus-
sions, and policies (Rousseau & Greller, 1994). For exam-
ple, the stated and historically evident policies of some
organizations such as Toyota raise expectations of contin-
ued employee development and long-term employment
(Liker & Hoseus, 2010). Consequently, both survivors
and victims of plant closures often perceive downsizing
and/or plant closure to be a violation of the psychological
contract (Datta et al., 2010; Morrison & Robinson, 1997;
Rousseau, 1995).

Because psychological contracts are fundamental to
employees' beliefs and experiences, contract breaches cre-
ate serious consequences. Psychological contract theory
suggests that such a breach leads to feelings of violation,
which in turn creates mistrust and lowering of commit-
ment, job satisfaction, and performance (Morrison &
Robinson, 1997; Zhao et al., 2007). Psychological contract
researchers argue that violations by employers decrease
the obligations that employees perceive they have toward
their organizations (Robinson et al., 1994). However, sev-
eral studies identify factors that may moderate the effects
of PCB on employee affects and work performance out-
comes. Zhao et al. (2007) perform a meta-analysis of
51 studies of PCB outcomes inside organizations; they
find that transactional breaches such as monetizable
exchanges such as merit pay produce more negative
effects on employees' organizational commitment than
relational breaches such as personal support and a mean-
ingful job, while relational breaches produce more

SAMSON AND SWINK 69

 18731317, 2023, 1, D
ow

nloaded from
 https://onlinelibrary.w

iley.com
/doi/10.1002/joom

.1218 by T
exas C

hristian U
niversity T

cu, W
iley O

nline L
ibrary on [20/10/2023]. See the T

erm
s and C

onditions (https://onlinelibrary.w
iley.com

/term
s-and-conditions) on W

iley O
nline L

ibrary for rules of use; O
A

 articles are governed by the applicable C
reative C

om
m

ons L
icense



negative effects on job satisfaction and turnover inten-
tions. Stoner and Gallagher (2010) show that employees'
job involvement including cognitive preoccupation,
engagement, and identity lessens the effects of perceived
PCB on their levels of depression and turnover inten-
tions. Other studies in this stream (e.g., Orvis et al., 2008;
Raja et al., 2004) focus on the roles of personality or other
individual differences as moderators of employees'
responses to PCB. Importantly, all these studies of PCB
examine breaches that do not involve the termination of
employees.

Prior studies of plant closures and downsizing are
more directly relevant for our research. However, only a
few studies in these domains have applied the lens of
PCB in evaluating closure and downsizing outcomes.
Studies of downsizing frequently reveal that subsequent
operational performance deteriorates (Cascio, 1993;
Murphy & Murphy, 1996; Fisher & White, 2000; Sadhev,
et al., 2001). These and other studies suggest that perfor-
mance suffers because downsizing initiatives often lack
employee retraining or redeployment programs, impor-
tant specialists are often the first employees to leave, sur-
vivors are stretched thin and become self-absorbed and
distrustful, and managers become short-term oriented.
Though not invoking psychological contract theory
directly, several studies suggest that certain factors can
moderate employee expectations and behaviors through-
out downsizing events. Mishra and Mishra (1994) found
positive connections between employee-employer trust
and performance outcomes in downsizing circumstances.
In follow-on research involving several case studies, Mis-
hra et al. (1998) provide prescriptions for businesses that
downsize, such as telling the truth and helping laid off
workers to find new jobs and retraining. Datta et al.
(2010) provide a useful review and synthesis of research
addressing the causes and effects of downsizing. Three of
the many findings they identify are particularly relevant
to our study: (1) the negative effects of downsizing on job
involvement, satisfaction, and loyalty are mitigated by
supervisor support, perceived control and empowerment,
management trustworthiness, and perceptions of distrib-
utive justice as fairness; (2) employees' perceptions of
trust and justice are contingent on leader-subordinate
relationships, especially those characterized by respect
and obligation; and (3) other negative effects of downsiz-
ing are less pronounced when employees have greater
task self-esteem and greater organizational commitment.

In a rare application of psychological contract theory
to a downsizing context, Morrison and Robinson (1997)
propose a model in which employees' sense of violation
from PCB will be impacted by their prior beliefs about
the organization in terms of trust, reciprocity, good faith,
fair dealings as well as their judgments regarding the

magnitude of the breach, the degree to which the organi-
zation is responsible, and how fairly they were treated. A
subsequent empirical study by Robinson and Morrison
(2000) validates the effects of the latter two moderating
factors. Cappelli (1999) adds that frequent downsizing
events in a firm or in the relevant marketplace may shape
employees' expectations, thus altering their perceived
psychological contracts. An important distinction
between these kinds of downsizing research studies and
studies of plant closure is that downsizing studies tend to
focus on the survivors, rather than exiting employees.
Nevertheless, we consider how the findings of downsiz-
ing research might be applied to employees who are con-
tinuing to work at the plant up until the time of closure,
as temporary survivors.

Plant closures are fraught with difficulty (Richbell &
Watts, 2000) because they involve loss of economic value,
local employment, and other socioeconomic damages.
Businesses often close plants quickly such as in a matter
of months, leaving little time to reskill workers.3 Stengard
et al. (2015) apply psychological contract theory to focus
on the stresses and strains experienced by employees dur-
ing a plant closure process. They assess the degrees to
which employee tenure and employability moderate the
effects of information and compensation on employee's
feelings of well-being and organizational attitudes. Given
the expectation of long-term employment that existed at
the plant, Stengard et al. (2015) and others suggest that
increased services such as generous severance packages
and career counseling are ways for the closing organiza-
tion to shift to a new psychological contract focused on
facilitating workers' transitions (Marks &
Vansteenkiste, 2008). Presenting a different view,
Blau (2006, 2008) examines perceived violation of the
psychological contract along with other employee traits
as potential antecedents of stages of the grieving process
including denial, anger, bargaining, depression, explora-
tion, and acceptance, observed in the closure of a phar-
maceutical manufacturing plant. He finds that perceived
contract violation is by far the strongest influencer of the
negative aspects of grieving, namely denial, anger, bar-
gaining, and depression.

Several studies of plant closures focus on performance
trends during the “countdown” period defined as time
between announcement and closure. Sutton's (1987) sem-
inal study of organizational death was among the first to
suggest that workers' efforts might remain constant or
even increase after a closing is announced if the organiza-
tions are dismantled by their members and do not
involve severe conflict over the distribution of resources
and obligations. However, Sutton's sample of eight case
studies involved only one stand-alone manufacturing
plant of 550 members; other organizations were small
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service operations including retail stores, small hospital,
and academic unit. Butler et al. (2009) provide a more
relevant plant closure case study. They combine opera-
tions management (OM) and human resource manage-
ment (HRM) perspectives to study the 2002 closure of the
GM/Vauxhall Motors Luton plant. While focusing pri-
marily on a process model for closure management, they
also identify the services offered to departing employees,
which included counseling through a third party pro-
vider, employment search services, and skills training
through a national development agency. Managers at the
plant were noted to have been concerned with managing
the emotional cycle of employees after the closure
announcement. Production performance dipped by about
15% in the months after the plant closure announcement,
yet productivity and quality metrics rebounded as the
plant came closer to the time of closure. Plant managers
suggested that factors including the ability to focus on
fewer tasks such as having no new products to worry
about, a stable workforce, and moving to a single work
shift led to the latter performance gains. They thus attrib-
uted performance gains to process-oriented factors rather
than motivational or behavioral factors that might be
more closely associated with psychological contract
theory.

In contrast, Bergman and Wigblad (1999) ascribe per-
formance improvements in post-announcement count-
down periods to more behavioral causes. Their study of
four plant closures in continuous process industries led
them to propose that increased employee creativity is a
source of growing productivity, especially during long
countdown periods in settings that involve team-oriented
processes. They suggest that this countdown effect occurs
because employees are emboldened and motivated to
become more innovative when managers become less
attentive to maintaining bureaucratic policies and proce-
dures and when innovation is needed to overcome limita-
tions due to dwindling worker numbers and halted capital
investments. Thus, their arguments focus on employees'
behaviors stemming from necessity and opportunity. For
example, Bergman and Wigblad (1999) note that by taking
charge of tasks normally performed by engineers and by
sharing and de-specializing work, employees' innovative
skills find “operative space” (p. 365).

Hansson and Wigblad (2006) document and confirm
the countdown effect in four closures that they character-
ize as non-socially responsible, meaning that managers
took little consideration of the demands of unions and
employees. However, the authors do not offer explana-
tions regarding the causes of the effect. Finally, Hasanen
et al. (2011) study the role of goal setting in the closure of
a medical manufacturing plant. Their findings suggest
that workers' job performance during the countdown

period was improved by clear goal rationale, goal efficacy
and actionable plans, and tangible rewards tied to goal
achievement.

An integration of the foregoing research literature
streams, viewed through the lens of psychological con-
tract theory, leads to the following summary insights.
First, employees can consider a plant closure decision to
be a violation of psychological contract, probably a severe
violation, and this perception is likely to exist among a
large proportion of the collective employee base. Second,
when employee expectations of long-term employment,
perceptions of successful operations as indicated by sales
or profits, or other conditional factors exist, a closure
event represents an even greater discontinuity shock to
the perceived welfare of terminated employees. Third,
context and employer-employee interactions prior to the
announcement of a closure can influence employees'
expectations regarding organizational obligations and
fairness, thus serving to define the properties of the psy-
chological contract. Fourth, salient factors that character-
ize management's handling of the closure process and
treatment of employees can serve to exacerbate or miti-
gate employees' satisfaction and commitment levels, as
well as their negative reactions to, and engagement with,
stages of the plant closure. These factors can include the
structural elements of the closure such as the severance
pay, conditions and retraining resources, and the mana-
gerial approach such as the degree of empathy and
respect shown, and quality of communications during
the countdown period. Fifth, these contingencies can fur-
ther serve to moderate the typical degradations in perfor-
mance that occur early in countdown periods, as well as
the potential countdown effect performance rebound, as
described in the literature.

2.2 | Stakeholder theory

Stakeholder theory (Freeman, 1984; Harrison &
Wicks, 2013) explicitly considers key groups such as
employees and customers, government and unions,
shareholders, and executives in seeking to shape and
guide strategic actions. The notion of stakeholder theory
is articulated in Freeman's (1984) pioneering work. In
summarizing Freeman's fundamental idea, Harrison and
Wicks (2013) argue that a firm should serve multiple
stakeholders, and firm performance should be defined in
terms of total value, which is the sum of the utility cre-
ated for each of a firm's legitimate stakeholders. Stake-
holders are identified through the actual or potential
harms and benefits that they experience or anticipate
experiencing because of the firm's actions or inactions;
these include customers, local communities, workers,
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and suppliers to whom the firm owes an obligation based
on their participation in the cooperative scheme that
makes the firm a viable enterprise (Phillips, 2003).

The instrumental branch of stakeholder theory sug-
gests that firms that develop ethical stakeholder relation-
ships such as governed by fairness, loyalty, care, and
respect will create sustainable competitive advantages
(Jones et al., 2018). In contrast, the focus of our research
is on the descriptive and normative branches of stake-
holder theory; these perspectives suggest that the theory
better explains the characteristics and behaviors of firms
that recognize stakeholders' interests as legitimate and
intrinsically valuable (Donaldson & Preston, 1995). These
views of stakeholder theory dovetail with psychological
contract theory in the sense that some firms are more
likely to accept the organization's normalized obligations
and the psychological contracts assumed by its
employees. Freeman and Evan (1990) view such firms as
being constituted of a set of multilateral contracts, includ-
ing formal, psychological, and social contracts with
respective stakeholder groups.

While a large body of research on stakeholder theory
exists, we are primarily interested in the extent to which
firms seek to prioritize and balance the needs of owners,
employees, and community stakeholders in downsizing
and closure situations. Several plant closure studies
noted above document closure effects on various stake-
holders, but we found only two studies that explicitly
apply stakeholder theory. Fassin et al. (2017) compare
closures of seven breweries with varying levels of influ-
ence exerted by intra-stakeholder alliances and in two
cases the alliances prevented closure. The researchers
recommend that managers should consider reputational
effects, social capital attached to plants, commitment to
social responsibility, and the potential responses from
stakeholder groups when contemplating a plant closure.
More generally, companies and their executives' value
systems can be characterized as either “agents” or
“stewards,” evidencing actions that prioritize company
interests or broader stakeholder interests, respectively.
In such a conceptualization (Fassin et al., 2017; Samson
et al., 2018), an organization's value system can act as
the most influential factor governing a multi-
stakeholder utility function. Whereas the policy state-
ments and actions of some organizational agents exhibit
a self-oriented approach, others exhibit relatively
steward-like orientations.

Shockley et al. (2020) recount the stated rationale and
stakeholder impacts of 35 plant closures, using these stories
to develop strategic guidance for plant site development
that builds upon industrial lifecycle and stakeholder-driven
management concepts. They suggest that a greater focus
on broad stakeholder interests might create better plant

location outcomes. In related research, some researchers
document the economic effects of plant closures on broader
stakeholders including customers, suppliers, and local com-
munities. Three studies in particular focus on impacts of
management decisions on stakeholder outcomes. Yoder
and Staudohar (1985) contrast the shutdowns of two Cali-
fornia based auto assembly plants, one by GM and one by
Ford. They are critical of the GM closure, citing that GM's
approach “created an environment of uncertainty and anxi-
ety, which caused inordinate suffering among workers and
sharp public criticism.” Further, Yoder and Staudohar
(1985) argue that the GM closure caused greater harm to
workers and the community than in the Ford closure
because of greater ambiguity around timing and perma-
nence of closing and less of a sense of obligation to
employees and the community (as evidenced in training
and re-employment support). Richbell and Watts (2000)
study four cross-boundary closures of plants in multiplant
networks. They advise that managers should guard against
accusations of misusing government subsidies, playing one
government or worker group against another, and favoring
the firm's home country. Verity and Jolley (2008) docu-
ment the negative impacts on social attachments and
“communities” formerly built around worker groups in the
closure of a Mitsubishi plant in Australia. They argue that
companies should give attention to supporting social and
community needs in addition to supporting employment,
training, and income.

2.3 | Psychological contract theory and
stakeholder theory as guiding perspectives

Early on in this research project, we identified both psy-
chological contract theory and stakeholder theory as rele-
vant lenses through which to observe and explain the
behaviors, plant operating performance, and employee
welfare outcomes of the TMCA plant closure. Given our
research goal of exploring how operations managers can
better address links between their decisions, operating
values, and socioeconomic outcomes in a plant closure
context, we believed that these two theories helped to
frame and interpret the rich data collected through our
engaged research experience. Our primary research focus
was on the interactions between employees and Toyota
management, and psychological contract theory provided
a useful means for understanding employees' responses
to both the closure announcement and subsequent man-
agement actions. However, we also wanted to understand
Toyota's motivations for managing the closure process
and the disposition of employees in the ways that they
did. It is in this secondary focus that stakeholder theory
provided additional insight.
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In our initial conversations with the Toyota man-
agers, they expressed interest in identifying conceptual
frameworks and theoretical underpinnings that could
bring insights to their closure program and be informed
by Toyota's actions in return. When presented with psy-
chological contract theory and stakeholder theory, Toyota
executives expressed agreement that these perspectives
were appropriate for the study. An executive steering
committee created to oversee the research provided
approval and engagement with these frameworks. While
we were investigating events in the company and indus-
try, collecting data through interviews, meetings and doc-
umentary evidence, and drawing out insights about plant
closure stages and events, the theories provided guidance
and focus on investigative paths. At the same time, it
remained important for us and the project steering com-
mittee to recognize that theories in use may not be com-
plete, or fully applicable to the phenomena being
observed.

3 | CONTEXT: THE SHUTDOWN
OF MANUFACTURING IN THE
AUSTRALIAN AUTO INDUSTRY,
2013–2017

3.1 | Industry context: The Australian
auto industry

Vehicles had been assembled in Australia for some
70 years before the full closure of the industry occurred
in 2017. GM, Ford, Chrysler, Mitsubishi, Toyota, Nissan,
and others had operated assembly plants there. From a
high of 16 plants in 1946–1963, the number of plants
dropped to 12 by the early 1970s, 8 by the 1980s, and 4 by
1998 (Clibborn et al., 2016). In its last decade, only three
plants remained. Both GM and Ford plants assembled
rear wheel drive family sedans that were rapidly losing
their market appeal. Toyota assembled up to 150,000
Camry vehicles per year; two-thirds were exported with
one-third serving the domestic market. As in many other
countries, the government offered subsidies for these
companies, but in 2013/2014, the Australian government
wavered in its support. Agreements for future govern-
ment support for the automotive industry had been
stalled, and the government had signaled to the industry
that the subsidies were too high and were likely to be
lessened going forward. A boom in the mining sector rap-
idly raised the value of the local currency. At the same
time, consumers were quickly moving away from tradi-
tional rear-wheel drive petrol engine sedans.

Conley (2022) recently reviewed the “paradigmatic
policy shift” (p. 415) in the Australian government's

overall approach to industry policy, that led to reduced
import tariffs, and reduction in other direct and indirect
subsidies, as the Australian approach went from protec-
tionist of its high-cost industries, to highly open and
unprotected, hence leaving industries and companies
needing to survive or decline against global market
forces:

From the mid-1980s to the mid-2010s, policy-
makers oversaw the decline and fall of the
Australian automotive industry. The process
of decline occurred within a long-term cycle
of new assistance, declining protection, new
investment, inadequate restructuring, weak
profitability, declining market share, and
new assistance. Each cycle, however, was
unable to stave off renewed crisis and even-
tual demise. (Conley, 2022, p. 215).

Consequently, first Ford then GM Holden announced
closures of local production. Ford and GM's traditional
V6 engines in the Australian models were also not effi-
cient enough to meet ever-tightening standards. Rising
costs due to currency inflation and lowered demand for
components due to the GM and Ford closures forced
Toyota managers to also consider closure. Total national
vehicle assembly volume had already shrunk to some
200,000 vehicles per year, which was under-scale and
non-viable for many suppliers. With GM and Ford clo-
sures, Toyota Manufacturing was faced with being a “last
plant standing” plant of some 100,000 vehicles per year,
in a local, high-cost country market that only demanded
one-third of that volume of the locally produced Camry
vehicles. Toyota could readily supply both the Australia
plant's international markets and domestic Australian
demand from one of its other Camry facilities, so in
February 2014 it announced that it would close its Mel-
bourne plant late in the year 2017.

3.2 | Toyota in Australia and the TMCA
closure decision

The consumer perception of Toyota's high quality in
Australia was consistent with international data on qual-
ity as measured by vehicle recalls.4 However, over a
31 year period, Toyota ranked above average in terms of
recall rates, measured as vehicles recalls per 1000 vehi-
cles produced.5 Toyota executives in Australia told us
that they were still sensitive in 2015–2017 to the global
brand damage suffered from the major recalls and multi-
billion dollar costs that occurred in 2009–2011.6 Although
Australian built cars were not directly involved,
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reputational effects nonetheless extended to Camry vehi-
cles globally; this at least partially explained manage-
ment's sense of attention to quality issues during our
period of engagement, and their prevalent use of mantras
such as “pursuing perfection” and “last car equals best
global car.”

Some writers, especially in the popular press, point to
a history of acrimonious relations between automakers
and the trade unions as a contributing factor to Toyota's
and other makers' decisions to close Australian factories
(Bolt, 2014). James (2019) initially states that this was
likely the determining factor for Toyota's decision. How-
ever, as noted above, others point to changes in the larger
economic climate as the primary drivers of closure
(Clibborn et al., 2016); they note that automakers who
had cooperative relationships with the unions also closed
their plants, even before the TMCA closure. Moreover,
adversarial negotiations between automakers and unions
had been occurring for most of the 70-year history of the
Australian auto industry, and little had changed in the
years leading up to the closures. Relations had improved
in recent years, especially at Toyota. Its history of union
relations had included strikes in past years but had
improved in the period prior to the closure announce-
ment and afterward. Thus, arduous labor issues likely did
not drive the closures in the 2014–2017 time frame. Even
James (2019, p. 30) suggests that the “sole reason” why
TMCA closed the plant was the removal of subsidies by
the Australian government. Australian economics writers
offer the same view (Forsyth, 2014; Sloan, 2014). Impor-
tantly, even union leaders acknowledged that the TMCA
closure was not the result of arduous interactions, as evi-
denced by the following quote:

The national secretary of the Australian
Manufacturing Workers Union's vehicle divi-
sion, Dave Smith, said he was not confident
Toyota would stay in Australia, and that has
nothing to do with the enterprise bargaining
agreement. The fact is the government will
no longer provide funding. Their treatment
of General Motors has effectively destroyed
the components sector. I would be really
pleased for our members if Toyota does
stay.7

The closure was expected to produce serious effects
on the local economy. Approximately 2800 employees
would lose their jobs, with ripple effects throughout the
entire local supply network, because TMCA was the last
assembler operating in Australia. TMCA was one of the
first plants Toyota had opened outside of Japan, and
Toyota executives told us that it was the place where

Toyota first learned to deal with a Western, unionized
workforce. Numerous members of the Toyota global
senior leadership group had spent time in the Australian
operation. The plant was regarded fondly,8 hence it was
with some reluctance and regret, according to the com-
pany's executives, that the closure decision was taken.
Investments in new model and new engine technology
had recently been made in Australia, yet these invest-
ments and plans to continue assembly were oversha-
dowed by the larger forces associated with Australia's
government position on support and the withdrawal of
the only other two local assemblers, Ford and
GM. Relations between the Australian government and
the American assemblers in particular were poor, such
that Australia's national business newspaper published a
headline article about Federal Government treasurer Joe
Hockey titled “Hockey Dares GM to Leave” (December
11, 2013). Mr. Hockey was quoted as saying in Federal
parliament, with reference to GM, “Either you're here or
you're not,” and very soon after, GM announced its
departure from Australian manufacturing. Two months
later, when Toyota's global president, Akio Toyoda, came
to Australia to personally speak to the workforce and
announce the closure, he told the local executives to do
so “in the most respectful way.”

3.3 | Toyota's “respect for people”

Toyota has opened and operated manufacturing opera-
tions in some 25 countries, taking its philosophy and
approach to workforces in widely different cultures.
Writers have documented elements of the Toyota Way in
English beginning in the early 2000s, though it was
implemented well before that time (Liker & Meier, 2007).
It is the guiding philosophy of the global parent com-
pany. The Toyota Way consists of two core values,
Respect for People and Continuous Improvement,
described as:

1. “We respect others and make every effort to under-
stand each other, take responsibility and make every
effort to build mutual trust”, and

2. “We stimulate personal and professional growth,
share the opportunities of development and maximize
individual and team performance.”9

Researchers have also identified respect for people as
a core value undergirding the operating practices of
Toyota. Some highlight the incorporation of worker sug-
gestions and communication of management apprecia-
tion toward workers (Monden, 1983; Womack
et al., 1990). Others suggest that respect for people
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prioritizes expanding workforce knowledge and skills to
support problem-solving capabilities. de Treville and
Antonakis (2006) identify expressions of Toyota's respect
for workers that include competitive wages, supportive
training and equipment, grouping workers into teams,
grants of authority and responsibility, and continually
communicating the importance of workers' contribu-
tions. They argue that Toyota's respect for people is the
“glue that holds the other lean production factory physics
dimensions together” (p. 104) and that such a policy is
necessitated by reductions in capacity and inventory
buffers. Without buffers, “production problems would
stop the line unless competent and committed workers
were able to take action to solve such problems immedi-
ately” (p. 102).

The literature contains differing views on the quality
of work life engendered by the respect for people
approach and the larger Toyota Way paradigm. Some
praise the system for emphasizing fairness, humanism,
and justice while providing financial and psychosocial
rewards to workers, as well as opportunities for skill
development (Adler, 1995; Adler & Cole, 1993;
Hummels & Leede, 2000; Liker & Meier, 2007). Others
suggest that employee empowerment espoused in Toyo-
ta's respect for people principle is illusory, and that real
choices offered to employees are quite limited
(Graham, 1995; Jones et al., 2013; Parker &
Slaughter, 1988; Phillips et al., 2004). James (2019) sug-
gests that differences in the operations of Japanese
vs. Australian union institutions made application of the
Toyota Way difficult at TMCA. These and other foregoing
research studies illuminate respect for people attributes
and outcomes as they relate to a stable production envi-
ronment. To our knowledge, no prior study examines the
implications of the respect for people value paradigm in a
plant closure circumstance.

4 | RESEARCH METHOD:
ENGAGED RESEARCH

Given prior research on plant closures and the underpin-
nings of the theories and perspectives described above,
we aimed our research objectives toward theory elabora-
tion. Ketokivi and Choi (2014, p. 236) state that “… elabo-
ration can involve the combination of several theories, or
introduction of concepts from another theory” and “…
theory-elaborating case research entails remaining open
to unanticipated findings and the possibility that the gen-
eral theory requires considerable reformulation.” Accord-
ingly, we started with potentially relevant theoretical
frames and applied a combination of engaged research
methods to a single case instance of the TMCA plant

closure, with particular focus on the roles and reactions
of executives, managers, and employees.

We conducted engaged research (Touboulic
et al., 2020) by incorporating into the research design the
two conditions suggested by Touboulic and Walker
(2016): (1) careful integration of theory and practice and
(2) the explicit and participative role of the researchers.
The first researcher was the primary data collector, hav-
ing been formally selected and commissioned by the
company, including given unfettered access to
employees, plants, and documents. The second
researcher was less directly involved with the company,
and thus served in the role of impartial critic in the evalu-
ation and interpretation of qualitative data. The initial
engagement included a request by Toyota executives for
the primary researcher to propose conceptual frame-
works or theories that could be useful in the work, and
this process involved a series of meetings, presentations,
iterations of literature reviewing and discussions in the
company, until convergence between the literature based
theoretical frameworks and Toyota executives' practical
preferences and judgments was achieved.

Our initial literature review of knowledge about plant
closure effectiveness and its socioeconomic impacts
encouraged an engaged research approach. In addition,
this approach created goal alignment between the
researchers' and the company's objectives. The broad
scope of potential factors for study we originally identi-
fied included leadership, policy choices, closure initia-
tives, and the balancing and tradeoffs of multi-
stakeholder outcomes, focusing particularly on the local
employees who were being dislocated. As researchers, we
were given the opportunity to closely examine internal
factors within Toyota, as well as to consider the larger
turbulent environment in which the loss of skills and
capacity would produce broader and longer-term impacts
as spillover effects across the Australian economy.

Data collection efforts included direct interviews
described below, observations gained through participa-
tion in team meetings and larger company events, and
collation of quantitative data provided by production
reports and by internal and third party administered sur-
veys. Articles in the local press and company internal
documents provided additional background data, as well
as perspectives of various community and government
stakeholders. TMCA executives regularly asked the pri-
mary researcher to reflect and provide feedback on
strengths and weaknesses of the process as he indepen-
dently observed them and gathered both qualitative and
quantitative data. For example, he was asked to assume
the role of “fresh eyes” at the 2016 Annual Production
Planning offsite conference, both making a formal pre-
sentation there and reflecting on the day's proceedings
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and Toyota's approach and progress to summarize and
close the day. During 2016 and 2017, the primary
researcher consulted extensively with a range of general
managers, plant/operations managers, and human
resource managers. Close working relationships were
formed, and in late 2016, the primary researcher was
asked to provide career development advice and some
coaching and mentoring. He then became a contracted
part of the Reskilling initiative, formally advising one
senior executive about post-Toyota career, and informally
advising others.

The researcher submitted written reports on a quar-
terly basis to the Steering Committee, maintaining fre-
quent contact and communication with committee
members. These reports were included in the quarterly
reports given by the Toyota Australia Chairman and
President to the company's global President in Japan, as
it was the global President who originated the idea of
commissioning this independent academic research pro-
ject. Key people inside the company facilitated the deep
engagement of the researcher with other company per-
sonnel. For example, one senior manager formally intro-
duced the researcher to all seven plant managers, who in
turn helped arrange interviews of shop floor Team Mem-
bers and Team Leaders. Thus, the research approach
closely fit the prescription of Touboulic et al. (2020,
p. 37), who state: “In particular, engaged research enables
viewing researchers as not only contributing to concep-
tual developments but also to practical wisdom.” Toubou-
lic et al. (2020) refer to different types of knowledge
production, depending on their degree of engagement
and degree of critical orientation. The primary researcher
was highly engaged and low in degree of critical orienta-
tion. Touboulic et al. refer to this type of engaged
research as “Interventionist approaches to engaged
research.”

The study engagement began well after the 2014 clo-
sure announcement. Hence, we collected no direct pre-
announcement data and had no prior knowledge of
employees' regard for the psychological contract in place
at TCMA. We developed inferences regarding the old and
new or repaired psychological contracts from more than
40 interviews (described below) with plant managers and
executives across TMCA in all operational and human
resource management roles, including the Australian
President of Toyota, and many shop floor team members.
The primary researcher also attended many meetings,
including production planning and closure project meet-
ings, over the course of 3 years. In March through May
2016, he conducted an additional 75 detailed interviews
with Team Members including frontline workers and
supervisors, most of whom were leaving the company.
Each interview averaged 1 h in length. Interviewees

included a mix of employees selected randomly and vol-
unteers. The interview questions were designed to tap
psychological contract concepts including expectations of
obligation, fairness, and reciprocity (Rousseau, 1995).
The primary researcher pre-tested the questions with
managers and pilot groups of employees in 2015 and
refined them based on the received feedback. The pre-
tested questions were similar in meaning to those pre-
sented as our primary results in Table 1, yet the
pretesting served to reduce the use of contained manage-
ment jargon, in their expression. For example, rather
than asking about “employee satisfaction” as such, this
was rephrased to be expressed as “What has been the best
thing about working at Toyota?” and similarly for the
worst thing. The interviews were followed up with infor-
mal monthly visits, discussions, and communications,
continuing through to the plant closure date in October
2017.

We were not given permission to record the inter-
views; the steering committee felt that recording might
inhibit some employees' responses, especially as they had
been selected to be interviewed by a professor about their
views regarding the company, closure, and their out-
comes associated with that closure. Detailed written
notes were taken during and after the interviews. The
interviews were confidential; anonymity was promised to
employees, with no other people present during these
“closed door” discussions. From the detailed notes, sum-
maries were created of issues and the prominence with
which they were raised in the interviews. We measured
prominence by frequency of mentions by participants
and weighted by their expressed views, for example when
a participant said, “this is really important to me.” Inter-
viewees were encouraged to take the semi-structured
interview sessions as opportunities to speak about work-
place issues, family-impact issues, community issues,
longer-term career issues, and other matters. During the
shop floor personnel interviews, there was no need to
modify the broad questions that were initially posed and
agreed upon with the steering committee; the questions
served as starting points for discussion, offering ample
scope for responses to vary according to the interests of
the respondents, which ranged from business focus to
personally focused issues. Table 1 provides the interview
starter questions.

During the period 2015 through 2017, the primary
researcher participated in frequent discussions with per-
sonnel in the human resources department, who pro-
vided detailed information on independently gathered
employee engagement and enablement data. Toyota
gathered such data frequently during the period of transi-
tion toward closure, with the goal of ensuring that execu-
tives and managers had as true as possible a view of
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TABLE 1 Qualitative interview results

Question/theme Summary of responses Typical quotes from Toyota employees

Q1. How long have you been working at
Toyota and what drove you to join and
stay here?

Most employees had been in the company
for 25–35 years, although there were
some of lesser duration. Many had joined
as temporary employees then been offered
permanent jobs, and many had been
referred to the company by relatives or
friends.

“I joined in a temporary role, but was
offered a permanent position and have
stayed a long time because it is better
than any other company I have heard of”

“I believe in the product and our quality”
“The company treats its workers well”
“Leadership here is demanding, but sincere
and fair”

“We get to develop ourselves”

Q2. What has been the best thing about
working at Toyota?

Many respondents immediately answered
“opportunity” to develop, do different
jobs, gain international experience, gain
new skills and capabilities, and
participate in interesting kaizen projects.

Second most frequent answer was “pay and
conditions,” which are higher than most
comparable organizations in the region.

Third, was culture and leadership, described
as strong and consistent. Many described
it as a “family” even though TMCA
employed thousands of employees.

“After you get to understand the Toyota
way of working, it captures you, develops
you and gives you a strong sense of
satisfaction and comfort”

“I have done over 90 training courses in my
30 years, as have many of my colleagues,
and I can't imagine that happening
elsewhere.”

“Respect for people is sincere and
leadership is heartfelt”

“Our leaders know that people are the most
valuable resource we have”

“I take great pride in our brand and our
product”

“I like what Toyota does in the local
community too”

Q3. What has been the worst thing about
working at Toyota?

Employees felt let down by the
manufacturing closure, given their efforts
in continuous improvement, capability
development and training, and the
“respect for people” principle. This was
known to be the first ever planned plant
closure by this company. Most employees
felt that they had achieved an adequate
understanding of the reasons for this but
were still sad about the company's and
their personal dislocation and uncertain
future.

“I was in shock, and many of us cried when
we heard about the closure”

“I thought I would work here forever: not
going to happen”

“I haven't written a cv or applied for a job
for over 20 years: Toyota has always
planned and given me my next job role”

“When I talk to friends and relatives, I hear
about all sorts of problems and poor
management in other companies, and
now we are going to be thrust into that
outside world”

“Toyota is like my family: and now that is
being taken away!”

“It's been a shock, still is, not unlike a grief
process we have gone through and still
are”

Q4. What has been your impression of
the upskilling initiative

Gaining a qualification at a higher level of
skill/seniority during the closure process
was seen by virtually all interviewees as a
positive show of faith and respect in the
workforce. Most interviewees generally
engaged in this initiative, taking courses
ranging from improving language and
literacy, competitive manufacturing
processes (like Toyota Production System/
lean management), and a range of
certificated and diploma courses. Most
expressed that they valued the

“It's gratifying to be given opportunity to
develop to a higher level than my current
work”

“This will hopefully make me more
attractive in the job market”

“The learning was practical, applicable here
and wherever I go next”

“I am going to open my own business after
the closure, and I am now much better
placed to do that”

“It was quite intense to do this as well as
my job, and family responsibilities: guess
it will be worth it”

(Continues)
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TABLE 1 (Continued)

Question/theme Summary of responses Typical quotes from Toyota employees

opportunity and took pride in the lasting
achievement.

“I haven't heard of other companies doing
all this for their employees who are being
made redundant: its widely appreciated”

“A few people I work with haven't engaged
with it because they are intimidated or
lack confidence in their language skills”

Q5. What has been your impression of
the Reskilling/ DRIVE initiative?

Most interviewees stated that it was a
positive initiative that exceeded their
expectations of what any company might
do in a closure scenario. Some people
were early adopters of the opportunity,
reskilling for a completely different type
of career, for example, nursing or
construction industry work. They were
the most positive about it. Some people
had attended small business training
courses, and they felt better equipped for
their next career step. A smaller
percentage said that they took advantage
of the opportunity, even though they
might be retiring, to support a hobby or
volunteering work.

When asked why the participation was not
100% of the workforce, interviewees
stated that some people lacked confidence
or language skills to be “examined” by a
case worker, some were still in denial of
losing their Toyota job, while others
planned to take retire on their
redundancy payment. Those who had
engaged were strongly positive about the
value of DRIVE.

“A wonderful opportunity, given the
circumstances, for me to relaunch myself
and my career”

“I can't see this being done anywhere else:
its generous of the company”

“Mr Toyoda said it would be a respectful
transition: and this is a full-on part of it”

“We were expected to show some initiative,
and that has meant being self-motivated
to go to the DRIVE center, rather than
the more usual hand holding approach at
Toyota for training.”

“There had to be the right amount of push
and pull to get this right, and some
employees have not stepped up yet”

“They suggested industries where growth
and jobs are likely, then we had to figure
out what we wanted and could achieve”

“They are paying fees, but we are having to
do it mostly in our own time, and I guess
that is fair”

“On top of the generous payment that will
occur, this is a good initiative”

“Given that manufacturing is closing, we
are getting a very fair deal, of retraining
and large payouts. I am very positive and
confident about my future”

Q6. What other views do you want to
express about the Toyota Way, and
how it is being implemented here in
Altona manufacturing?

Most participants stated that they believed
the company had made sincere attempts,
with high energy, to enact the “respect for
people” and continuous improvement
values throughout the closure process.

Three out of the 75 interviewees were
skeptical, suggesting that the Toyota Way
was merely a means to an end of
corporate success. They pointed to
difficulties that the company had with the
union 5 years earlier. Nevertheless, they
admitted that present relations with the
workforce were strong and
psychologically aligned, even in
“stressful” times.

“When president Toyoda came here in early
2014 to personally announce the closure
of Altona manufacturing, he had tears in
his eyes, and so did many of us”

“I can't see how the company could have
done much more for us, given that it
seemingly had to happen”

“Executives from President Dave Buttner,
Chris Harrod (director) and others are
open to discussion and explanation in
many ways, including when they walk
the shop floor, and at the open lunches
they have organized. It's been
transparent”

“There has been some uncertainty about
who stays and who goes and why, but I
accept that it is management decisions.”

“Bottom line: I am losing my job, but the
company has been doing more than I
expected to prepare us for it”
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TABLE 1 (Continued)

Question/theme Summary of responses Typical quotes from Toyota employees

Q7. How does the Toyota value system fit
with your own beliefs and values, and
how is this impacted by the transition
to manufacturing closure?

The pervasiveness of the Toyota Way
philosophy came through intensively and
consistently throughout the interviews, at
all levels of the workforce. Some
employees described it as verging on
being “cult like”—in a good way, because
of the behaviors of respect and quality
improvement that everyone practiced.

Many people alluded to the downsizing of
2012, when over 300 employees were
made redundant: they were said to have
been chosen for redundancy based on
lowest level of alignment and behavior in
accordance with the Toyota Way values.

There was uncertainty about who was
leaving and who was staying, coupled
with a strong view that those leaving were
being well looked after, both financially
and in preparation for their personal
transition. A few interviewees asked for
more openness and transparency in
selection processes in the new structure,
claiming that without this transparency,
favoritism might occur.

Most people expressed trust in the Respect
principle and suggested that Toyota had
created a large bank of goodwill among
employees and an expectation of fairness.
Union leaders and representatives
commented on the alignment (company,
employees, and unions) that had occurred
in the past 5 years, and that it was helpful
in negotiating the transition
arrangements. They expressed little
acrimony, along with the feeling that they
had won because the redundancy payouts
were generous.

“People either stay at Toyota in Australia
for less than 12–18 months, or they stay
30 years or more.”

“Once we ‘get’ Toyota, it gets us in the
sense that we become acculturated, and it
gets into our core system of beliefs”

“The value system is very strong, mostly in
a good way, and we all think similarly
about how to do standardized work, how
and why we solve problems, overcome
challenges and create quality outcomes.”

“I have been using what I have learned and
practice at work here at Toyota, at home,
and my whole family does 5S and waste
reduction for example. Same thing with
respect for people.”

“After just a couple of years here, the
Toyota way gets into our DNA and we
automatically work it. Also, it is regularly
refreshed through meetings and training,
so it never fades.”

Q8. How does Toyota relate to its other
stakeholders, apart from employees?

Answers from shop floor team members
were somewhat limited, as they had less
knowledge about extended stakeholders.
Managers, engineers, and procurement
staff offered strong opinions in
communicating consistent expectations of
fairness, respect, and high performance to
customers, environmental stakeholders,
and especially to suppliers.

“One of our mantras here is ‘Employee
First = Customer first’, and we live it. We
are meticulous with quality and service
because we compete for our customer's
attention with Hyundai, Mazda, and
others, who keep getting better too.”

“We have brought customers into the
manufacturing site to see how we do it,
and that is good for us too, to see them”

“When I see what we make in dealerships
and on the road, I feel pride”

“We care about the green environment as
best can: we spend lots of money on
reducing emissions, and goodness, we are
now producing Hybrid vehicles!”

“We have strong practices in place to not
pollute, whether it is oil, paint, resin or
CO2: we measure it and use our usual

(Continues)
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employee's opinions. We inspected these data and
reports, as well as training materials. The primary
researcher frequently and freely toured areas of the plant
and facilities where training initiatives were proceeding,
and interacted in numerous informal discussions with
employees, including for example over meals in the can-
teen. Many follow up interviews and meetings were held
with managers, and Toyota employees showed an open
approach to participating in the research.

A final mode of engagement with the company was
attendance and participation at meetings of the Action
Learning Teams (ALT). Toyota had set up a system of
ALTs in each plant, that long preexisted the closure pro-
cess, and an overall site-wide ALT, as a way of raising
and addressing issues aside from the usual hierarchical
modes of issue resolution. The ALT system, led by a
senior HR manager, was considered a trusted way of
alerting managers and executives of problems which in
Toyota's terms are called abnormalities. We observed in
ALT meetings the issues that bubbled up from the shop
floor. For example, one ALT meeting discussion led to
the creation of multilingual capability and training initia-
tives for employees who did not speak English well, as
these employees were reticent to seek advice on creating
c.v./resume documents, and to participate in external job
interviews. Overall, Toyota leaders were consultative and
open-minded in supporting the research project; they
wanted to learn from the transition experience. In late
2017, the primary researcher presented and discussed a
written summary of findings with Toyota leadership.

Throughout the interviews and informal interactions,
we asked TMCA employees questions regarding the ini-
tiatives that were occurring and their views of the com-
pany's sincerity and integrity throughout the process.
These data were combined with observations of ALT and
within-plant problem-solving team interactions, improve-
ment initiatives, employee engagement data, plant per-
formance data, and the specific actions undertaken by

the company to prepare employees for their post-Toyota
career. Plant performance and employee sentiment data
were provided by HR managers and the aforementioned
surveys. Additional insights were provided via conversa-
tions and personal bonds the primary researcher formed
with some key executives in the company. Beyond these
initial primary data, we collected secondary data describ-
ing the larger economic conditions, the history of the
Australian automotive industry, and aspects of contem-
poraneous closures of GM and Ford plants in Australia.
We also conducted retrospective interviews in 2021 with
three executives: a top HR executive at GM Australia
who directly managed the closure from 2014 to 2017, the
HR executive at TMCA responsible for developing and
implementing much of the closure process, and the
TMCA Divisional Manager of Manufacturing. These
interviews provided additional perspectives and compara-
tive data on the closure processes at the GM and Toyota
plants.

From this large, diverse set of data sources reflecting
multiple stakeholders, we were able to interpret commu-
nications and form views about the management of the
closure process. We followed Gioia et al. (2013) in proces-
sing the qualitative data from the workforce interviews
into themes, with the goal of creating data structure
tables suggestive of a proposed parsimonious model. Dur-
ing the data collection, the researchers perceived that
“theoretical saturation” (Gioia et al., 2013, p. 20) regard-
ing understanding of the key themes had been reached
before the end of 2016, having completed the bulk of
interviews during that year. However, we were invited to
continue observations and discussions including perfor-
mance and progress reviews well into 2017, as closure
approached. This continued period of participation added
confidence that the emergent themes of the study were
robust. Further, the variety of data sources provided a
convergent frame of events and theoretical underpin-
nings for elaboration, as per the specification from

TABLE 1 (Continued)

Question/theme Summary of responses Typical quotes from Toyota employees

problem solving and continuous
improvement methods to improve”

“When it comes to our suppliers, we like to
develop them, and it is for the long term.”

“We partner with suppliers, which means
we expect a lot of them, and we make
sure we all do well out of it, and we
support them”

“Suppliers can become an extended part of
our Toyota family. We help them, and
that helps us.”
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Ketokivi and Choi (2014). In practical terms, for example,
once some 50 of the 75 shop floor employee interviews
were conducted, a stable understanding of key issues
emerged; the last 25 interviews were essentially predict-
able repeats on emergent themes. In sum, our continuous
engaged involvement with the company throughout the
closure process provided rich insights into the process
and the perspectives of the involved stakeholders.

5 | RESULTS: EVIDENCE AND
ANALYSIS

5.1 | Comparisons of TMCA, ford, and
GM closures

The TMCA closure process and experience manifested
both similarities and important differences compared
with the closures of the Ford and GM Holden plants in
Australia. First, the closure volume trajectory and related
employee departure schedules varied. Unlike the Ford
and GM plant closures which followed a sliding decline
in volume over 10 years,10 Toyota chose to continue pro-
duction at a rate of �90,000 vehicles per year, working

two full shifts of manufacture and assembly, until the last
day of operations (October 3, 2017). This level of Camry
production accounted for more than half of the country's
total vehicle production in 2015.11 Whereas Ford and GM
used multiple rounds of lay-offs to ramp-down employ-
ment over a 3-year period, Toyota maintained its full
workforce until the last day. Table 2 provides a summary
of employment levels, production volumes, and other
data during the closure periods for Ford, GM, and TMCA
plants.

A comparison of resources dedicated to employee
support during closure processes indicates differences in
levels and types of commitments across the three compa-
nies. A GM senior executive we interviewed identified
employee support resources of A$3000 to A$4000 per
employee for retraining, accompanied by support, advice,
and mentoring. A Toyota HR executive indicated that
TMCA spent about A$20,000 per employee. This differ-
ence notwithstanding, the GM executive explained that
GM Australia (GMA) diverted from the general approach
used by its parent company. Rather than follow the tradi-
tional approach of telling employees of the closure “as
late as possible,” GMA instituted initiatives to help its
3000 employees who were to be laid off, including

TABLE 2 Production data in years prior to closure

2014 2015 2016 2017

Ford—plant opened 1959. Produced rear wheel drive family sedans, almost exclusively for domestic market. Closure announced May
2013

Employees 1160 750 730 -

Production volume 18,962 17,494 13,532 -

Number of shifts 1 1 1 -

Number of models 2 2 2 -

Closure—October 2016

GM—opened plant in 1962. Produced rear wheel drive family sedans, almost exclusively for domestic market. Closure announced
December 2013

Employees 1680 1420 1220 950

Production volume 68,616 56,786 38,677 28,681

Number of shifts 1 1 1 1

Number of models 2 2 2 1

Closure—October 2017

TMCA—opened plant in 1994. Produced front wheel drive sedans including hybrid electrics, two-thirds for export. Closure announced
February 2014

Employees 2750 2550 2500 2500

Production volume 102,590 88,470 95,204 87,486

Number of shifts 2 2 2 2

Number of models 1 1 1 1

Closure—October 2017
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bringing prospective employers to GMA to see employees'
skills, extending counseling services to families, and pro-
viding financial and psychological counseling. The GM
executive indicated that 86% of workers found new work
or retired within 12 months. This compares to an 80%
placement rate within 6 months at TMCA. Like TCMA,
the GMA plant improved performance during its closure
countdown. It was awarded “Most Improved” among GM
international plants for the years 2013–2017. The plant
reduced costs, and vehicle assembly quality improved
from 85% in 2013 to over 90% by 2017, making it number
1 in GM. Thus, GM's approach can be observed as a simi-
lar yet limited version of Toyota's, with a total budget of
A$15 m spread across 3000 employees, whereas Toyota
invested approximately three times that amount on 2300
employees. GMA's approach was respectful and effective
compared with plant closures reported in North America
(Helper & Henderson, 2014), yet lesser in intensity than
that of TMCA.

Our interview with a Ford manager indicated
that Ford mostly outsourced and limited employee
counseling services, compared with both GMA and
TMCA's more extensive initiatives. Moreover, Ford
mostly relied on government support and union leader-
ship to manage employee transitions, where GMA
and TMCA managed transitions more directly with
internal staff. Retraining efforts were mostly compe-
tence based and less holistic than the efforts of TMCA
or GMA.

5.2 | The TMCA closure process

The timeline presented in Figure 1 identifies TMCA's
major actions that defined the closure process. Also
shown are the timing of researcher engagements with
staff at all levels of the company. In 2014, Toyota offered
what managers considered to be a generous severance
package for employees who stayed until the closure. Dur-
ing 2015 and 2016, TMCA managers formulated a trans-
formation plan. A central plank of the closure strategy
communicated by Toyota managers was a determination
to not let safety, productivity or quality slip as the closure
approached. Leaders forwarded mantras including
“Employee First = Customer First” and “Last Car Equals
Best Global Car” to signal commitments to quality and to
emphasize the importance of worker efforts. At the com-
pany's internal manufacturing conferences leaders com-
municated productivity, quality, unit cost, safety,
employee engagement, and environmental goals with an
aim to continuously improve these aspects through
problem-solving processes, as if an imminent closure
were not on the horizon.

5.3 | Upskilling and reskilling programs

Managers worked in consultation with employees to
identify the 1300 who would stay beyond the plant clo-
sure in the service organization, and the 2800 who would
leave. The stated plan for leavers was to provide the best
possible chance of transitioning them to new jobs and
careers. Accordingly, TMCA management launched two
major initiatives: Upskilling and Reskilling. In the Upskill-
ing initiative, all employees were invited to undertake
certified learning courses, customized by Toyota to pro-
vide them with skills and qualifications needed to get
jobs that were one level up from their Toyota positions.
Many employees, from team members to managers, took
courses in business practices, team leadership, supervi-
sion, project management, logistics, and a host of other
topics. Formal qualifications were created at various
levels: Cert II, Cert III, Cert IV, and Diploma. Qualified
engineers also took an education program on TPS
approaches and methods provided by qualified Toyota
TPS trainers. The qualification involved core modules
and topics in the fields of Safety, Cost management,
Quality, Productivity, Environment, and other topics rel-
evant to daily work. Participants received a qualification
with documented competency achievements; employees
communicated that the program instilled a sense of pride
and achievement within the workforce. Although ini-
tially unanticipated, some employees expressed a need
for courses in language, literacy, and numeracy. Toyota
partnered with a local education institute, Registered
Training Organization, Kangan Institute (College) to
jointly design, accredit and deliver the Upskilling pro-
grams on site and on company time. The partnership
between Toyota and the Kangan Institute took 1 year to
design and develop, involving government as the regula-
tor, with Kangan Institute as the formal provider and
registrar of the awards, responsible for the preparation
of trainers, materials and program resources, and
compliance.

Managers indicated that, while they framed the Ups-
killing resource to give leavers a lift in employability, it was
also offered to stayers to improve their capabilities. Thus,
interviewees stated that the program was seen as beneficial
for both team members and for the company. Union repre-
sentatives we spoke with also indicated broad support.
Planned enrolment and completion of the program was
40% of leaving employees in year 1, 40% in year 2 and 20%
in year 3. This allowed for leveling of the resources and
program works. Leaders in the ALT network, including
union representatives, coordinated employee selection pro-
cesses, and program administration.

The second major initiative included in TMCA's clo-
sure plan was a Reskilling program, also known as
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“DRIVE” (dedicated, ready, individual, vocational, and
energized). Available to all employees who were leaving
the company, the DRIVE reskilling initiative created a
resource center that started by educating employees
about the external labor market and its opportunities,
and then worked with individual employees to identify
their employment desires, to match them to opportuni-
ties, and to develop and implement a training or educa-
tion program to equip them for those roles. The program
was tailored to individual needs. Toyota paid for training
and education courses, including fees and mandatory
materials, for employees who mostly pursued the pro-
grams on their own time. For example, 26 employees,
mostly manufacturing workers, wanted to reskill as
nurses. Toyota arranged and funded their study for rele-
vant nursing qualifications. Other popular programs
included truck driving, logistics, construction work and
trades, pilot training, and master's degrees.

By the beginning of 2017, over 75% of employees had
accessed the reskilling opportunity, each receiving and
developing an individual plan and preparation for their
next job/career. In 2017, Toyota redoubled its efforts to
engage employees who had not yet participated in this
initiative, finally having just over 2300 participants in
DRIVE. Some employees retired and hence did not
requiring reskilling; others delayed their post-Toyota
action plans or were reticent because of limited language
and literacy skills.

5.4 | Managers' perspectives regarding
the closure process

Interactions with more than 40 TMCA managers and
Toyota executives on many occasions provided opportu-
nities to dig deeper into the company's motivations to
undertake the resource intensive support initiatives
described above. In our interviews with the designers of
these initiatives, they spoke of the processes of budgetary
approval, ultimately a decision taken in Japan, and
explained that executives provided evaluations and
approvals as a matter of respect, against which money
was allocated. Managers also spoke of money being spent
as a matter of discretion on supporting loyal local supply
companies who had invested in machinery and human
capabilities and were about to lose their major customer
(Toyota). Interviewees described these actions, along with
other initiatives, as parts of a multi-prong approach
reflecting stakeholder orientation with goals of engage-
ment and satisfaction. Additional steps included preserv-
ing the manufacturing site as a community resource,
hosting community days for family and friends, creating
and investing in a local museum, engaging with

governments, sponsoring local social and sporting activi-
ties, and resourcing the environmental outcomes of the
closure.

Over the three-year research period, our engagement
produced a build-up of trust with key executives,
enabling a fuller understanding of Toyota's stakeholder
approach. In later discussions, managers consistently evi-
denced a pervasive stakeholder orientation across the
global organization. Evidence is provided in the earliest
statements of the company's principles, traced back to
the company's founder Sakichi Toyoda in 1931,12 who
emphasized the dual goals of the company and the
greater good. During interviews, Toyota managers told us
that the costs of severance payouts and the Upskilling
and Reskilling programs were much higher than the
costs of usual practices associated with a plant closure.
However, they explicitly stated that they did not expect a
direct return on this large expenditure. Instead, they con-
sistently referred to the respect for people core principle
that prioritizes the satisfaction of stakeholders broadly,
rather than focusing primarily on shareholder wealth. In
our retrospective interview with the Toyota Divisional
Manager of Manufacturing, he stated,

The key evidence of our Respect was the
communication, which we persisted with,
intensively from February 2014 until the clo-
sure day of October 2017. For example, our
Operations Director listened and spoke to all
our employees every month, multiple times
per month about our plans, consistently for
3½ years. It wasn't left to our Human
Resources department or the union, as was
traditional in our industry. We in the
manufacturing division chose to step up to
the difficult conversations, as often as
needed, with full honesty. As to the role of
unions, when we communicated so effec-
tively with our employees, unions found lit-
tle need or opportunity to get involved after
the initial discussions: their role was
reduced.

At the same time, TMCA managers emphasized their
expectations for employee efforts and outcomes during
the transition toward shutdown; they expected these con-
tinued improvements to produce productivity and cus-
tomer satisfaction gains that would at least partially
offset the large investments the company made in both
leavers and stayers. Through executive interviews, it
became clear that because of the primacy of the stake-
holder respect perspective in Toyota, managers believed
that steady-state employee enablement and a long-
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serving loyal workforce justified such thorough funding
and implementation of the closure initiatives. Toyota
executives said that, if the pre-breach psychological con-
tract had been weaker, then Toyota would likely have
conducted much less extensive post-breach actions. Man-
agers reported to us that the company-wide Upskilling
and Reskilling initiatives demonstrated the respect for
people value re-applied innovatively from the usual sta-
ble production environment to the new plant closure
circumstances.

Managers' perceptions of the overall closure process
are perhaps best summarized by a published quote from
the Divisional Manager of Manufacturing, Doug Rick-
arby. In a review article describing the closure
experience,13 he spoke publicly about the initial “shock
and disappointment” experienced by TMCA employees.
Given these initial employee responses, managers were
surprised by the rebound in employee performance. Rick-
arby commented further: “In fact, our figures improved!
Amazingly, we reached 84% participation in quality cir-
cles and 100% project completion. Later, even the union
confirmed the soundness of DRIVE.”

5.5 | Employees' perceptions and
responses to closure

In March through May 2016, just over halfway through
the 4-year transition toward manufacturing closure, the
researchers interviewed 75 Toyota employees, mostly
Team Members and Team Leaders from the plants, to
assess their degree of engagement and their views on the
company's employee-employer relationship. Table 1 sum-
marizes the questions and answers from these interviews,
with typical quotes from Toyota employees.

In responses to questions such as question 3 in
Table 1, the interviewees consistently spoke of their
shock and even grief at hearing the announcement.
Many were surprised even considering the prevailing
industry conditions, given their expectations of long-term
employment fostered by the company's communications
and prior actions. Many of the employees had worked at
TMCA for more than 25 years. They explained that their
faith in the judgment of the company executives led them
to ultimately conclude that such a decision was indeed
inevitable, as had been explained to them by the com-
pany's global president in 2014. In reluctantly accepting
the decision to close, most employees expressed little
resentment toward the company14; they considered the
company's efforts, both before and after the closure
announcement, to be sincere. Many employees expressed
sorrow at being forced to leave an employer that they
considered quite special in its treatment of the workforce.

During the countdown period, the majority of TMCA
manufacturing employees remained committed to and
engaged in problem-solving projects in addition to their
production or support work. When asked why they sus-
tained efforts at such high levels, employees provided
consistent answers. First, they bought into the company
philosophy and appreciated the investment made in them
in terms of training and capability. It was typical for
manufacturing longer-term employees to have completed
more than 50 and up to 100 training courses. Most of
them spoke with passion in articulating the well-known
statement, “My job equals my work plus Kaizen,” mean-
ing that it was standard practice to conduct continuous
improvement through problem-solving as an integral part
of their production work. Second, employees noted their
appreciation for the fact that TMCA offered excellent pay
and working conditions.15 The company's staff regarded
compensation and benefits as sensibly generous, includ-
ing in career development, travel, international second-
ment opportunities, and worker training/education.
Overtime pay, achievable through attending training and
problem-solving team meetings beyond normal work
hours, further motivated employee engagement.

5.6 | Employee satisfaction, engagement,
and enablement

Measures of employee satisfaction, engagement, and
enablement, as well as manufacturing performance were
frequently taken by both internal and third parties across
the 4-year closure process. These data provide indepen-
dent corroboration of the sustained and improved perfor-
mance trajectories of the plant over the 4-year
countdown period.

An independent research firm administered anony-
mous employee opinion surveys throughout the closure
timeline. Individual employee records also provided in
de-identified form demographic and employee intention
data. Overall, the data indicate that positive trends were
achieved in 80% of measures of employee sentiments dur-
ing the transition toward closure. Employee sentiment
quickly recovered from the shock that many long-serving
employees experienced from the closure announcement.
Through a period of intense communication by manage-
ment in 2014/2015, overall sentiment measured across
2208 employees became more positive. Commitments to
quality control and customer satisfaction were also evi-
denced during this period. A survey of manufacturing
employees in December 2015 revealed 78% favorable
responses, 18% neutral responses, and only 4% unfavor-
able responses to the statement: “I am committed to
making the last car we make the best car we make.”
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Table 3 provides annual average survey scores for
measures of engagement and enablement; the overall
averages reflect positive trends. By December 2016, three-
quarters of the transition program had been implemen-
ted, with 10 months of the four-year process remaining
until closure. In a third-party administered survey at this

time, 75% of employees indicated their levels of agree-
ment with statements of willingness to go beyond normal
job requirements to help TMCA, pride in working at
TMCA, and an intention to stay at TMCA until closure or
beyond, respectively. The score reflecting willingness to
go beyond the norm was better than all three

TABLE 3 Trends in employee enablement and engagement

2014 2015 2016 2017

Employee engagement
(average agreement across four items)

69% 72% 74% 80%

Employee enablement
(average agreement across four items)

60% 61% 64% 67%

Enablement TMCA is doing a good job of monitoring and improving the safety of my work area

Rate your manager/supervisor on coaching you in your development (e.g., conversations to
help you identify ways to improve your performance and further your career)

At TMCA there are no significant barriers (obstacles in the form of nonessential tasks,
procedural restrictions/red tape) to doing my job well

Working conditions (access to essential equipment, information, tools, and technology) in my
job allow me to be as productive as I can be

Engagement My manager/supervisor proactively engages with me about changes that are occurring in the
business

Rate your intention to stay at TMCA

Day-to-day actions of my manager/supervisor are consistent with their words (e.g., “walk the
talk”)

Attempts to innovate (successful or otherwise) are celebrated at TMCA

FIGURE 2 Trend in employee satisfaction 2014–2016. Trend scores represent the average across the following items: Overall, I am

satisfied with TMCA at the present time; I receive relevant communications; The company is being open and honest in communications;

Overall, TMCA is effectively managed and well run; I am given the opportunity at work to learn and develop; In my workgroup, safety is a

priority over production targets; In my workgroup, quality is a priority over production targets; The DRIVE program is important and of

value to me for my future
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benchmarks offered by the third party: Australian
manufacturing norm, global automotive norm, and
global high-performing plants norm. However, while bet-
ter than the Australian norm, the scores for pride and
intention to stay were lower than the global automotive
and global high-performing plants benchmarks. Compar-
isons of survey data in 2016 indicated that TMCA
employees' ratings of compensation, continuous improve-
ment opportunities, training, and worker respect were
higher than averages from other Australian manufactur-
ing plants.

In addition to measures of engagement and enable-
ment, scores reflecting employees' broader sentiments of
satisfaction, trust, and support continued to improve
throughout the 4-year closure process. Figure 2 shows
the trend for overall sentiment scores throughout 2015
and 2016. Another salient item from annual surveys indi-
cated employee's sentiments specifically regarding
TMCA's respectful closure process. Agreement with the
statement, “I am confident that TMCA will support me
achieving a respectful transition to the next step in my
working life”, averaged 54% in 2015, 61% in 2016, and
71% in 2017. In the 2017 data, 29% of respondents were
“unsure” and 0% disagreed with the statement. In
another employee sentiment survey conducted in June
2017, 4 months before closure, 65% of respondents who
would be leaving the company indicated they were posi-
tive or very positive about their future after Toyota; 30%
were unsure about their feelings; and 5% were not posi-
tive about their prospects. Five hundred out of 2572
employees surveyed did not answer this question.

Managers met frequently to review the results from
all these surveys and the primary researcher participated
in these meetings. In general, their perspective reflected
cautious optimism, recognizing the progress but also
focusing on remaining challenges. The positive trends
suggest that managers' efforts and the design of the tran-
sition program helped employees recover from the shock
of the closure-induced PCB. Soon after the closure
announcement of early 2014, the company executive
team formulated its transition plan, with the new
arrangements being very different to what the workforce
was used to. Instead of indefinite work being part of the
employees' perceived PC, there was now a clear time
limit. Managers expected employees to continue to
engage in improvement initiatives until the last day. For
those who participated until then, the continuing empha-
sis on quality and lean production terminated with a six-
figure payout. This new PC was formulated in 2014, pilot
implemented in 2015, then fully rolled out in 2016–2017,
involving the new initiatives of reskilling, upskilling and
continued improvement work until “last car equals best
global car” was to be achieved on the closure date. The

new PC presented managerial challenges and was not
without risk. For example, it was not a foregone conclu-
sion that the union would be supportive or that
employees would take up the upskilling or reskilling ini-
tiative opportunities. Yet these risks were offset by poten-
tial upsides to the company from continuing at full
production volume until the last day, as against incre-
mentally ramping down as Ford and GM did. Toyota, as
compared with Ford and GM, had no diminution in
demand for their product, thus financially justifying full
rate production until closure as well as the large invest-
ments in reskilling and upskilling.

5.7 | Union perspectives on the closure
process

As suggested by the quotes of Smith cited in Section 3.1
and Rickarby cited in Section 5.4, though union represen-
tatives were disappointed in the plant closure decision,
they generally came to view the closure process favor-
ably. In 2016, the primary researcher was invited to meet
with union representatives to discuss their roles in the
closure proceedings. He interviewed five representatives,
three of whom had long personal histories in the com-
pany and industry. The consensus view across the union
representatives was that the closure was being managed
respectfully and well, and that the soon to be redundant
employees were being given generous terms of departure.
Several interviewees mentioned the sincerity of the pre-
sent generation of managers, drawing a contrast to the
past days of industrial strife, mostly prior to 2005. The
involvement of union representatives in designing the
monetary payout given to redundant workers was high.
They had raised only minor issues and recommendations
regarding the Upskilling and Reskilling initiatives. In
general, they felt that the company did a “sound job” in
designing and implementing these programs, and that
interests were aligned in the circumstances of mass
redundancy and plant closure. An example of the union's
participation was that the most senior union representa-
tive on site was the first employee to engage in the
DRIVE/Reskilling initiative, acting as a role model and
expressing overt support.

5.8 | TMCA operating performance in
the countdown period

Measures of plant performance were published until the
last car was assembled. TMCA continued to achieve high
levels of employee productivity relative to performance
prior to the closure announcement. In primary
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production areas, managers stated that they continually
re-emphasized the TPS focus on safety, productivity,
quality, waste reduction, environmental outcomes, and
customer service to guard against complacency and to
maintain pursuit of the “last car equals best global car”
goal. Some workers conveyed that the sense of urgency
in pursuing productivity and quality improvements
seemed to increase during the countdown period. As
noted in the Rickarby quote above, employee participa-
tion in quality circles and completion of quality circle
activity improved substantially. Independently assessed
quality audits conducted in June 2017 also indicated posi-
tive outcomes on both plant performance and continuous
improvement activity. Vehicle quality outcomes at clo-
sure were the highest they had ever been, comparing
favorably to international automotive standards. In addi-
tion, an internally developed report delivered in 2017
showed that safety, productivity, and environmental per-
formance did not decline in the countdown period.

6 | INSIGHTS AND THEORY
ELABORATION

The TMCA plant closure experience provides a unique
opportunity to observe how robust the practices and cul-
ture embodied in the Toyota Way can be in the context of
a plant closure. The data collected through surveys, inter-
views, and direct interactions with TMCA plant person-
nel offer a perspective on the approach that was sown by
executives and widely adopted throughout the organiza-
tion as a cultural response to the closure challenge.

Employee's long work tenures and expectations of
work at Toyota until retirement made the closure
announcement a PCB in the minds of most employees.
Toyota had a global reputation for protecting employees'
jobs and only letting employees go as a last resort, as artic-
ulated in both its core principles and in its historical prac-
tice of training employees during downturns while other
automotive companies engaged in layoffs. The closure
decision appeared antithetical to these espoused values.
Foregoing research suggests that perceived violation from
PCB is conditioned by the cognitive distance between the
breach action and organizational norms. In an organiza-
tion where layoffs are rare, a PCB producing termination
would be expected to elicit intense feelings of loss
(Morrison & Robinson, 1997). Further, James (2019)
describes how the Toyota Way is designed to integrate
worker and company interests, engendering among
employees a sense of belonging to the organization.
Toyota asks its employees for greater levels of commit-
ment and job involvement than in comparable employ-
ment situations (De Treville & Antonakis, 2006). Stoner

and Gallagher (2010) argue that such job involvement
raises sensitivity to PCB. Highly involved employees suffer
greater negative consequences and feel a greater sense of
loss, as high job involvement requirements raise the level
of the firm's psychological contract obligations perceived
by employees. TMCA employees may have considered life-
time employment as an appropriate compensation for
their intense commitments to process improvement and
customer satisfaction. Psychological contract theory would
therefore predict feelings of violation, and many inter-
viewees did express shock at the announcement, accompa-
nied by serious concerns regarding the impacts to
themselves and their families. PCB theory further suggests
that such feelings would reduce trust and commitment,
and therefore lower work effort. However, the TMCA
story suggests that other factors play important roles in
moderating employees' responses to perceived PCB.

Contrary to the findings of Zhao et al.'s (2007) meta
study of PCBs, TMCA's employees did not exhibit linger-
ing affective emotions of violation and mistrust once they
overcame initial shock, nor did they exhibit prolonged
reductions in job satisfaction and in-line job perfor-
mance. Indeed, our data suggest that the psychological
alignment of the corporation and its workforce seemed to
strengthen as closure approached. Literature suggests
that high levels of performance during a closure count-
down period are rare, both inside and outside the auto-
motive sector (Bergman & Wigblad, 1999; Hasanen
et al., 2011). In perhaps the worst of cases, it is reported
that during the GM Fremont plant closure, “workers
would often sabotage the very cars they were building,
leaving bolts and soft drink cans in panels for instance to
rattle and annoy customers.”16 Such sabotage led
employees to achieve overtime pay while they fixed
defects that they had deliberately implemented.17

On the other hand, a few plant closure studies docu-
ment evidence of a countdown effect in which opera-
tional performance rebounds after a closure
announcement. Explanations of this effect point primar-
ily to process-oriented factors including simplified opera-
tions and intensified focus, or opportunity-oriented
factors where employees are freed, and even required, to
innovate because of staff reductions (Bergman &
Wigblad, 1999; Butler et al., 2009). Another possibility is
that employees hold out hope that improvements will
change the closure decision.18 The GMA plant closure
process fits more consistently with these prior reports of
closure profiles; GMA instituted early production volume
reductions and phased headcount reductions that may
have simplified and focused processes while opening
innovation opportunities for remaining employees. In
contrast, the TMCA case does not fit the typical profile; it
maintained both full production volume, two working
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shifts, and full headcount until its last day. Thus, the
TMCA case requires a different explanation for perfor-
mance improvements and increasing levels of employee
satisfaction during countdown.

Given the larger context of the closure decision,
TMCA employees likely had little hope of saving the
plant. Instead, our findings suggest that behavioral fac-
tors drove the results. Robinson and Morrison (2000) sug-
gest that employees' attributions and fairness judgments
are moderators of their affective responses to breach.
Toyota executives influenced employee's attributions and
judgments by clearly communicating the reasons for clo-
sure and by resourcing a respectful and orderly transi-
tion, as mandated by the company's global president. The
Toyota Way philosophy guided the organization's values
and behaviors during the closure process toward actions
that were more consistent with its steady–state culture.
Reflecting a stakeholder orientation (Berman et al.,
1999), the focus at TMCA was often on the employees
themselves; leaders expressed the belief that employees
are at the heart of quality, safety, improvement, standard-
ized work, and productivity in all aspects. In addition,
the company had worked intensively over decades to
become an employer of choice in its region, and to keep
its loyal employees satisfied and productive while devel-
oping their capabilities. The psychological alignment
between the company's values and those of employees
remained strong during the period approaching shut-
down, when all concerned were going through a great
deal of change in a company that more usually thrives on
standardized work. At TMCA, the initial breach in 2014
of the existing psychological contract can indeed be seen
as part of a larger psychological contract change. The clo-
sure announcement that employees perceived as the
point of breach was quickly followed by a new replace-
ment psychological contract. This new 4-year finite
employment relationship followed the principle of being
most respectful and was well resourced in terms of the
upskilling and reskilling initiatives. Hence, a best practice
exemplified in this case is for managers to ensure that a
severe breach such as a plant closure announcement is
immediately followed by establishment of a new psycho-
logical contract so that employees are not left in a psy-
chological vacuum. In the case of TMCA, the continued
alignment and satisfaction levels signify that the
employees accepted the new psychological contract as
part of the change from the old, breached contract to the
new arrangements.

TMCA leaders effectively introduced a new psychologi-
cal contract that remained until closure. As described
above, elements of the new contract included employment
until the last day, a large redundancy payment for those
who stayed until the end, continued process improvement

work that brought overtime pay with it, and investments
in upskilling and reskilling for those who would leave in
2017. These actions built upon a substantial reserve of
goodwill in the workforce, based on the psychological
alignment that had been built over decades and was fur-
ther cultivated during the 4-year transition period. When
employees were asked by the researcher whether they
really believed in the Toyota Way values and principles,
the vast majority said that they felt aligned to these values,
because they were practiced sincerely and led to mutual
benefits. These findings relate to the high-performance
work systems (HPWS) literature, recently updated by the
study of Meuer (2017), who found complementarities
among practices' impacts on productivity outcomes. Con-
trary to Meuer's finding, however, when the core work
practice of job security was removed from TMCA's work-
place, the intensity and effectiveness of HPWS at Toyota
continued, and even increased. Employees explicitly
reported that their commitments to safety, quality, and
productivity were unchanged, yet what was changed by
the PCB was the time horizon of such commitment, from
indefinite to finite.

Toyota executives initially confirmed that both psy-
chological contract theory and stakeholder theory were
worthwhile perspectives for structuring the research
project. However, during the work it became clear that
neither perspective fully explained the experience at
TMCA. Psychological contract theory explains some of
the observed employee responses initially, but current
elements of the theory fall short in explaining the moti-
vation, depth, and intensity of employees' involvement
throughout the 2014–2017 period. Furthermore, recent
extensions to the theory do not fully address the
unusual and dynamic conditions of a major shutdown
and employee dislocation. Stakeholder theory provides
a useful foundational perspective for explaining how a
principled approach to all work matters can justify ini-
tiatives that have little expected financial returns on
investments. But more details are needed to explain
how a stakeholder orientation might be operationa-
lized in the circumstances of a plant closure. The pri-
mary researcher repeatedly asked TMCA managers if
they felt that the upskilling and reskilling initiatives
would produce positive returns on investment. Their
answer was consistently “no,” yet both initiatives were
fully funded and deployed at substantial cost. Execu-
tives may have factored into their decision calculus the
longer-term reputational benefits that could result
from their closure approach, yet we observed that their
greater motivation stemmed from a belief that it was
the “right thing to do.” Such a view is consistent with
normative and stewardship perspectives in stakeholder
theory (Donaldson & Preston, 1995).
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6.1 | Elaboration of psychological
contract theory in the context of plant
closure

Building on the foregoing observations, we followed
Gioia et al. (2013) in creating data structure tables and an
associated model to identify relationships among salient
factors related to the PCB circumstances, leadership
actions, and employee responses exemplified in the
TMCA closure. Ketokivi and Choi (2014, p. 233) refer to
the use of such qualitative approaches as searching for
“meaning and interpretation in specific contexts of
inquiry.” The theoretical perspectives discussed earlier fit
well with the duality of case research criteria as posed by
Ketokivi and Choi (2014, p. 234), being situationally
grounded but also seeking a sense of generality.

The TMCA closure experience suggests that corporate
values can be fostered, and actions taken, to moderate

the potentially negative outcomes emanated from PCB,
including employees' lowering of commitment, job satis-
faction, and performance (Morrison & Robinson, 1997;
Zhao et al., 2007). In addition, exogenous factors includ-
ing industrial and historical context can play important
roles. These observed moderators go beyond the factors
identified in existing research. For example, Morrison
and Robinson (1997) propose that employees' sense of
violation from PCB is impacted by their prior beliefs
about the organization including good faith and the fair-
ness of their treatment during the breach. The TMCA
case data support this view, yet the data point to addi-
tional antecedents of prior beliefs, as well as to unique
applications of the proposition to the plant closure con-
text. Our developed insights are summarized by three
main factors that appear to moderate the relationship
between PCB and its expected outcomes in a plant clo-
sure context.

First order concepts  Second Order Themes Aggregate dimension 

Consistent demonstrations of respect 

for employees 

Career long co-investment by the 

company and employees in training and 

development 

Longevity of employment 

Robust loyalty to 

the company’s 

purpose and values 

Distributed authority to continuous 

improvement teams with strong 

engineering and managerial support  

Positive psychology of winning in the 

market 

Transparency of effectiveness of 

operational performance 

Engaged leadership 

Intense 

commitment to 

quality and 

customer 

satisfaction 

Clear, consistently communicated 

company values and principles, linked 

to job roles 

Pervasive culture emphasizing pursuit 

of perfection, resolving abnormalities, 

problem solving 

Good pay, working conditions, 

overtime opportunities; perceived as 

fair and even generous 

Durable 

reserve of 

employee 

goodwill  

FIGURE 3 Steady–state
reserve of goodwill elements,

prior to breach
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6.1.1 | Moderator 1: Durable reserve of
employee goodwill

The interview data frequently point up themes related to
employee loyalty and commitment that in turn created a
reserve of goodwill. Figure 3 illustrates relationships
among antecedents of employee goodwill indicated in the
comments and classified quotes present in the data. First-
order concepts that related to a second-order theme of
loyalty included longevity of employment, co-investment
in employee development, demonstrations of respect for
employees, engaged leadership, and performance trans-
parency. These elements of leadership and prevailing cul-
ture at Toyota's also manifested as what Dwivedi and
Dwivedi (2007) refer to as loyalty drivers including care
and concern for employees, fairness at work, day-to-day
satisfaction, feelings of accomplishment, and compensa-
tion/benefits. As such, they relate to the center of
employer-employee reciprocation that is implied by a
psychological contract.

Longevity of employment. Increased feelings of belong-
ing, sense of comfort with work and “family,” and under-
girding levels of commitment were strong. Most
interviewees expressed satisfaction with their long-term
relationship of employment with the company, along
with an expressed desire to stay indefinitely, had the clo-
sure not been announced.

Co-investment in employee development. Even before
the closure decision, TMCA had a history of investment in
skills and capabilities by both employees and employer; this
was a component of the pre-existing PC. Several shop floor
employees mentioned that Toyota had involved them in
traveling to regional conferences in Thailand or Japan to
participate and present their continuous improvement work
projects, and they demonstrated pride and gratitude for
such opportunities. These kinds of engagements, along with
career developments and other investments in employees,
are likely to have raised a moral obligation and collective
culture developed toward discretionary work effort
(De Treville & Antonakis, 2006). Indeed, this was the cor-
nerstone of the psychological contract that TMCA culti-
vated in its employees, long-term human and career
development with reported good pay and overtime opportu-
nities, exchanged for high levels of work effort in both pri-
mary work tasks and continuous improvement efforts.

Consistent demonstrations of respect for employees.
Many interviews were conducted in a training room
where Toyota Way principles were posted on the walls,
and numerous interviewees pointed those out as guiding
principles for them personally. The first principle, respect
for people, was repeatedly identified by interviewees as
being sincerely demonstrated by the company's leaders,
as expressed in questions 6, 7, and 8 in Table 1. Datta

et al. (2010) note that leader-subordinate relationships
characterized by respect can mitigate negative effects of
downsizing.

Engaged leadership. A related first-order theme was
conveyed as high levels of leadership engagement. Leader-
employee interactions were appreciated by interviewees,
who mostly spoke positively about the daily shop floor vis-
ibility of their team leaders, plant managers, operations
directors, and the company President. All but one of
75 shop floor interviewees offered remarks related to this
theme, noting the frequent formal and informal communi-
cations promulgated directly by executives, as well as
through plant managers and team leaders, ALT structures,
newsletters, and emails.

Performance transparency. Employees expressed that
their loyalty and goodwill toward the company was
related to the fact that they were informed about perfor-
mance of their team, plant, and overall site performance
outcomes. Obeya19 Walls and Centers placed throughout
the plant provided employees with information about a
variety of outcome measures related to their work. Cano-
nico et al. (2020) describe the value of such transparency
in other automotive industry settings. Being kept
informed about manufacturing and company perfor-
mance added to employees' sense of well-being and feel-
ing respected.

In sum, interviewees both directly and indirectly inti-
mated that that these elements engendered a robust loy-
alty to the company's purpose and values. Such loyalty,
combined with a sense of meaning stemming from the
employment relationship was pervasive prior to the clo-
sure decision. The mindset grew through the long evolu-
tion of the initial Toyota Production System into the
broader and more mature approach of the Toyota Way
(Liker & Hoseus, 2010). Loyalty to company values was a
constant goal and had been so for decades. Alignment of
employee mindset and loyalty supersede industry norms
and expectations that newly hired employees may bring
with them (McDermott et al., 2013). This pre-existing loy-
alty presents as a second order theme in our model (see
Figure 3), as it formed an important part of the context
and originating condition that predisposed both the
employer and the employees to enter a new psychological
contract.

Distinguished from personal loyalty was the commit-
ment that employees expressed toward achieving vehicle
quality excellence and resulting customer satisfaction
outcomes. Employee statements indicated that they
firmly believed they were responsible for customer satis-
faction via their produced vehicle quality. This belief
stemmed from several supporting elements:

Positive psychology of winning. As noted above,
employees were informed in newsletters and oral
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communications about their product's leading sales and
market share, and that their locally produced Camrys
were as good in quality and customer satisfaction as
those produced anywhere in the Toyota world; they led
the markets in both Australia and overseas. This pro-
vided a sense of personal and collective pride, driving a
desire to continue to strive for quality excellence out-
comes. Martin (2005) suggests that these factors further
impact motivation and productivity.

Distributed authority. Interviewees described Toyota's
formal approach to delegation as empowering team
leaders and members to engage in problem identification
and solving, contributing to, and connecting them with
quality and customer outcomes. Numerous employees
spoke with pride of their personal contributions to qual-
ity improvement. This was confirmed in later 2016 and
into 2017 when the primary researcher participated in
ALT processes at the site. Processes followed a demo-
cratic and egalitarian approach (George, 1984; Liker &
Convis, 2012) in jointly solving problems, with shop floor
employees and managers working shoulder to shoulder.
Both Datta et al. (2010) and Bergman and Wigblad (1999)
identify employees' perceptions of control and empower-
ment as possible contributors to improved performance
in downsizing and closure situations.

Pervasive culture/pursuit of perfection. Interviewees
spoke of not just doing the work, but also of being capa-
ble and responsible for improving work processes and
being motivated to “pursue perfection” through ALT and
other problem-solving and continuous improvement pro-
cesses. Womack and Jones (1996) describe this aspect of
Toyota's general approach; it was in place as part of the
base culture and way of working in the Melbourne plant.

Good pay and conditions of work. When questioned
further about their motivation to engage in continuous
improvement initiatives, interviewees spoke about the
win-win nature of actions, in that the company benefitted
from improvements, customers received better vehicles,
and as we were told repeatedly, “We get paid overtime
pay for that work.” This was seen as an enduring part of
the baseline of employer-employee relations by inter-
viewees, and some expressed it as a connection between
aligned outcomes for the company, customers, and,
because of good pay and conditions, “my family.” Toyota
manufacturing workers were paid a base rate of $55,000
to $58,000 with bonuses, overtime, and other entitle-
ments on top of that base; their pay on closure was deter-
mined as 5 weeks of pay per year worked, capped, such
that some shop floor employees received $120,000
payouts.20

Clear, principled values. In both formal interviewees
with workers and informal conversations with managers,
employees were repeatedly asked to describe how the

Respect and Continuous Improvement principles were
deployed. As detailed in questions 6 and 7 of Table 1,
interviewees identified these principles as commitments
that connected them to their employer and to each other.
Both operations managers and shop floor team members
expressed commitment and belief in the value of what
they were individually and collectively doing at work,
and had been doing, in most cases, for decades.

We observed that these motivating elements created
levels of job involvement for employees that bred com-
mitments to quality and customer satisfaction. Researchers
state that job involvement involves cognitive preoccupa-
tion, engagement, and concern with one's job
(De Treville & Antonakis, 2006; Paullay et al., 1994)
whereby individuals identify psychologically with work
(Lodahl & Kejner, 1965). From the beginning of our years
of engagement, the primary researcher observed high
levels of person-organization fit, alignment and engage-
ment, and a passion for the business and its outcomes,
across the workforce (Ho & Astakhova, 2017). While such
job involvement may compound employees' feelings of
loss, Stoner and Gallagher (2010) also empirically show
that job involvement as psychological investment in work
moderates the impact of PCB severity on both the
depressed mood and turnover intensions of employees.

Taken together, the second-order themes of employee
loyalty and commitment describe the state of the
employer–employee relationship in the steady state
period prior to the announced plant closure. Many
employees expressed their disappointment at being forc-
ibly separated from their “second family,” expressed vari-
ably as the company/workplace/team-mates. They had
previously assumed that they would stay until retirement,
or, as a few said “forever: I would never leave here.”
When the plant closure was announced, these employees
had a long way to fall emotionally; many expressed a pro-
found sense of loss. However, reactions to the closure
and associated psychological breach were influenced by
employees' history of long, strong bonds with the com-
pany. Employees from plant manager to shop floor
viewed the breach through that lens. They considered
their prior experiences to form a substantial backdrop to
their current circumstances, as these experiences had
engendered a durable reserve of employee goodwill (see
Figure 3).

6.1.2 | Moderator 2: Respectful
implementation of changes

TMCA plant managers and executive leaders followed an
approach of intense and open communication through-
out the 2014–2017 countdown period. Our interviews
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with shop floor employees and middle managers pro-
vided evidence of their perceptions of leader visibility,
sincerity and commitment that signaled consideration
and respect for employees as important stakeholders.
These perceptions were influenced by several manage-
ment actions, including:

Leadership visibility and openness. After the closure
was announced in February 2014, Toyota created a tran-
sition management team, who planned and executed
oversight of the many initiatives described earlier. The
company's leaders went to great efforts to “over-commu-
nicate” as one executive expressed it, to get employees
through the shock period, and keep them motivated to
transform their work lives, while keeping the plant run-
ning and improving. Company leaders made themselves
available, for example at formally scheduled lunchtime
discussions in the canteen, for open discussions with
shop floor team members, and practiced Management by
Walking Around (Tucker & Singer, 2015). These actions
resolved problems and signaled commitment, rather than
merely “lip service” (see Table 1, question 6).

Fair and open reallocation of job roles. In the early
stages of the transition, employees felt trepidation

regarding who would stay and who would leave, and
how this would be decided, but these feelings resolved
in time. As employees became resigned to their out-
comes, they expressed overall satisfaction with the deci-
sion processes. Some middle managers were redeployed
into new roles, but most manufacturing employees lost
their jobs. Once a process for reallocation was devised
and deployed, interviewees expressed satisfaction with
it as fair. The review of downsizing literature provided
by Datta et al. (2010) identifies several studies that point
to perceptions of distributive justice as important in
dampening employees' feelings of dissatisfaction
during PCBs.

Encouragement for employees to prepare for closure.
Once the Upskilling and Reskilling initiatives had been
designed, approved, funded, and installed, Toyota leaders
asked TMCA executives and managers to encourage all
employees to make use of them. With the closure date
looming, many rounds of communications were made,
with feedback and advocacy from early adopters, descrip-
tions of benefits being given, and many other forms of
invitation. Table 1 includes quotes about how these sig-
nals were mostly positively received.

First order concepts  Second Order Themes Aggregate dimension 

Fair and open reallocation of resources, 

job roles 

Senior leadership visibility and 

openness to discuss breach 

Effective 

communication of 

new 

psychological 

contract 

Employee consultation in workplace 

transition process changes 

Fair and openly negotiated severance 

pay 

Encouragement for all employees to 

engage in preparing well for closure  

Effective support initiatives to 

minimise impact of breach 

Generous support 

of employee 

transitions 

Maintained focus on customer 

satisfaction and product quality (‘Last 

car equals best global car’) 

Continued focus on continuous 

improvement within operations as 

‘Business As Usual’ 

Respectful 

implementation 

of changes  

Employee perception that leaders are 

sincere in their efforts  

FIGURE 4 Respectful post-

breach actions and initiatives
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Perception of sincere efforts. As was the case in steady
state before the announcement, employees expressed
their perceptions regarding the sincerity of the company's
managers; many acknowledged that this was evident
from actions including reskilling and upskilling initia-
tives and resources, not just words. Many of the man-
agers explicitly espoused “Heartfelt Leadership” as a term
describing their approach following the emotional clo-
sure announcement made by the global President in
February 2014 (Figure 1). Most employees and managers
that we interviewed were aligned to this concept
(Table 1, question 6), thus building feelings of manage-
ment trustworthiness (Datta et al., 2010).

These elements collectively contribute to a second-
order theme of effective communication of new psychologi-
cal contract. Communication intensity and style reflect
the “soft elements” of leadership (Freeman, 2009) that
shaped the cultural expectations of employees. We
observed that this expectation played a key role in moti-
vating employees' behaviors during the transition.

The new psychological contract differed from the
old steady state contract. An opportunity for indefinite
employment was replaced with efforts to prepare
employees for life after Toyota. These supportive
efforts served as partial compensations for employees'
continued commitments to continuous improvement.
In addition, interviewees spoke at length about the
more tangible actions and supportive initiatives
launched during the transition toward closure (see
Figure 4).

Fair and openly negotiated severance. Union leaders that
we interviewed asserted that the negotiations of the sever-
ance packages were conducted in good faith. Generally,
leaving employees reportedly felt the severance terms were
generous. In addition, morale for the 1300 people who were
not leaving the company was positively impacted by how
well the leavers were treated. These observations were con-
sistent with Stengard et al. (2015), who found that
employees who feel that severance packages are satisfactory
convey higher levels of well-being and more positive atti-
tudes. They suggest that generous severance and career
counseling are ways for the closing organization to shift to
a new psychological contract focused on facilitating
workers' transitions (Marks & Vansteenkiste, 2008).

Employee consultation in workplace transition. Stake-
holders from the workforce were closely involved in
developing transition support processes. The design of
the upskilling and reskilling initiatives incorporated
union representative views, as well as inputs from
employee groups. Employee feedback was solicited in
multiple ways by the company's most senior leaders,
including structured lunchtime feedback sessions, for
example. These interactions engendered a sense of work-
force ownership of the transition arrangements.

Effective support initiatives. Comments noted in
Table 1 suggest that tangible support initiatives were cen-
tral in making the TMCA closure different from others in
Australia and described in the literature. Further evi-
dence is provided by interviews of selected employees
administered by Toyota the day of plant closure (see

TABLE 4 Quotes from Toyota administered interviews with selected employees on the day of plant closure (October 3, 2017)

Position: Senior Specialist, Quality Control Department

Future goal through the DRIVE program: Math and physics teacher in secondary education “Without the DRIVE Program, I don't
think I would have followed up any career opportunities. I would have just waited to see the closure and then hoped I would have
found another job. It turned a negative into a positive in my case because it gave me the chance to chase a new career and develop
further options that I never had before. It opened more doors than I could have ever imagined. I feel like I'm ready to go into the job
market. In actual fact, I'm ready to go now. There are opportunities coming up on a daily basis, so once I finish my current position I'll
be able to succeed and fulfill a position out there for a teaching vacancy.”

Position: Import Material Manager, Production Control Division

Future goal through the DRIVE program: Consultant in lean business improvement “I walked into the DRIVE Program with a
confused mindset. Fortunately, I had a good consultant. I received a lot of advice, so I was able to narrow down what I wanted to do.
I'm currently reskilling. I'm doing a Six Sigma Black Belt course. This is a high-demand certification that I'm prepared to go through,
and the company is supporting me financially. Within another few months, I'll finish my project and I'll obtain my certification. This
will put me in a better position after Toyota to find a secure job.”

Position: Environmental Policy Manager, Corporate Affairs

Future goal through the DRIVE program: German and science teacher

“The support I got from the DRIVE Program was really, good. It was a very personalized service. I got my case manager and we spoke
about the future. They did not have to do any of that, the DRIVE Program, but I remember how our global president, Akio Toyoda,
said at the closure announcement that he would make sure that we were all taken care of, and it would be done in the best possible
way. It would not be Toyota if we would not do this the best possible way. I'm confident that other people that are leaving will take
these very unique and well-regarded skills out into the broader workforce. Toyota will stay with us for many years to come.”
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quotes in Table 4 that were independently published by
Toyota) and by the magnitude of the resources dedicated
to the closure initiatives, being more than three times as
much per employee as the GMA closure. Interviewees
articulated positive responses to the upskilling and res-
killing initiatives (see specific questions 4 and 5 and
related interviewee quotes in Table 1), indicating that
they signaled that the respectful transition wasn't just
rhetoric; it was auctioned, focused primarily on leavers,
and well resourced. In addition, commentators in
Australia's national business newspaper21 acknowledged
the extent of these resources, and employees expressed
their appreciation for them in our interviews.

Continued focus on continuous improvement. Employees
we interviewed were committed to the efforts that were
ongoing under the “Last car equals best global car” theme.
Employees were intent on maintaining their focus on pur-
suing perfection in how all the company's internal, plant
and office, processes were being affected. This “business as
usual” approach may have deterred employees from a focus
on transition and feelings of futility. They continued to find
meaning in their work as they were encouraged to continue
to express creativity and initiative, factors that have been
associated with growing productivity in countdown periods
(Bergman & Wigblad, 1999).

Maintained customer focus. Numerous interviewees told
us of their sense of connectedness with the customer.
Though plant workers did not interact with customers
directly, a monthly newsletter reported on quality and cus-
tomer satisfaction, bringing the voice of the customer closer
to employees. A broad literature addresses the roles of
super-ordinate goals in mitigating intergroup conflict. The
dual focus on internal process improvement and customer
satisfaction seems to have served similar purposes in damp-
ening conflicts, both in employee feelings and across
employee interactions, that otherwise may have arisen dur-
ing the closure process. Further, Hasanen et al. (2011)
explain that clear goal rationale during closure processes
can improve workers' job performance.

In aggregate, these tangible elements of severance pay,
consultation, support initiatives, continued intensity of
improvement, and focus on customers created a perception
among employees that the company offered generous sup-
port of employee transitions. This support, coupled with
effective cultivation of a new psychological contract, exem-
plified ways in which the company communicated and exe-
cuted a respectful implementation of changes.

6.1.3 | Moderator 3: Contextual drivers of
attributed responsibility

A third important factor in explaining the TMCA
employee responses is the external context of the closure

decision. We believe that the effects of the closure
announcement and associated PCB on employees' atti-
tudes and performance were shaped by the historical and
industry events leading up to the closure decision. These
contextual factors influenced the responsibility attribution
made by employees. Prior research suggests that
employee's perceptions of responsibility for the breach
condition moderate their reactions (Cappelli, 1999; Mor-
rison & Robinson, 1997; Robinson & Morrison, 2000). To
the extent that employees locate blame for a breach con-
dition to external causes, they are less likely to respond
in retaliatory or counter-productive ways.

Interviewees told us of the nuances of felt emotions
and reasoned attributions when they discussed why the
closure occurred. Many employees acknowledged that
TMCA was indeed caught in a larger industry-level
change. They understood that, because of uncompetitive
cost elements and the other concurrent closures, Ford
and GM, Toyota's corporate interests were served by clos-
ing the local facility. At the same time, there was debate
about whether the TMCA closure was inevitable, exoge-
nously forced, and the extent to which it was influenced
by factors outside the company's control. Some
employees expressed the view that Toyota was strong
enough and large enough to keep going as the sole
Australian assembler, while others expressed the opposite
view. For most, Toyota's closure decision was interpreted
as ultimately a business decision made by the company,
for the company, albeit reluctantly, respectfully, and with
sincere regrets. Along with holding this view, however,
most employees considered the larger contextual factors
that put Toyota in the position of having to make a diffi-
cult choice. Most employees were generally aware of the
troubled history of auto manufacturing in Australia and
the concurrent closures of GM, Ford, and many sup-
pliers, though they may have been less familiar with the
economic pressures of an inflated local currency and the
arduous relationships between the Australian govern-
ment and the automakers.

It seems highly likely that for some employees the
broader events related to the economy, competitors, sup-
pliers, and industry-government relations diverted some
of their responsibility attribution to these external
forces. While the events may be viewed as exogenous
influences on Toyota's decision to close the plant, feel-
ings of violation were likely dampened for employees
who understood and considered the larger context. One
can envision a much different employee reaction had
TMCA been the first Australian plant to close. Interest-
ingly, an exogenous forces interpretation of events was
generally avoided as a discussion point by managers and
executives in our interviews, whose sole focus and mes-
saging was future-oriented on implementing the respect-
ful closure.
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6.2 | A model of plant closure combining
stakeholder and psychological contract
perspectives

Figure 5 illustrates a model that integrates the factors we
understand to be important drivers of employee
responses to the PCB of plant closure. Zhao et al. (2007)
offer a model of PCB including sequential stages of
breach, affective reaction, attitude change, and impact on
individual effectiveness. Their empirical analysis points
to the importance of the type of breach in governing this
causal chain. A transactional breach affects specific,
monetizable exchanges over a limited period such as obli-
gations about high pay and merit pay, whereas a rela-
tional breach concerns long-term exchanges that
maintain the employee–employer relationship such as
obligations about personal support and a meaningful job
(Robinson et al., 1994). As exchanges become more rela-
tional, norms increasingly dictate against self-interested,
opportunistic behavior. “Thus, when a breach is per-
ceived, it strongly violates the beliefs and assumptions
governing that relationship” (Morrison &
Robinson, 1997, p. 247). In contrast to this model, our
model derived from the TMCA case data suggests that
intensely relational exchanges can also serve to mitigate
employees' affective, attitudinal, and effectiveness
responses to PCBs.

TMCA employees had strong relationships with their
employer, from which they extracted satisfaction and
meaning associated with their work. In return, they pro-
vided high levels of effort in continuous improvement.
The psychological alignment of employees with their
employer is shown by their candid statements in answer-
ing questions about their sense of belief in what the com-
pany stands for, as well as their products, services and
customers, and their sense of connectedness to their own

personal gains, both monetary and developmental. James
(2019) suggests that this level of employer-employee rela-
tionship stems from Confucian foundations of the Toyota
Way that emphasis mutual trust, the assumption of the
basic goodness of human nature, group harmony, and
education. These traits yield a sense of belonging among
employees and minimize the need for control from
above, while inculcating loyalty, commitment, work
ethic, and discipline. De Treville and Antonakis (2006)
argue that certain configurations of “lean” manufacturing
practices akin to the Toyota Way can engender intrinsic
motivations in workers. As noted earlier, they echo the
critical importance of “respect for workers” as an orga-
nizing principle (De Treville & Antonakis, 2006).

In the context of the TMCA closure, interviewees
spoke of the human approach of leaders, explicitly
referred to in TMCA as heartfelt leadership, along with
the corporate values described above. These factors
reflect a broad stakeholder approach to management,
which underpinned the management decisions and
actions that comprise the proposed moderators we
extracted from the data analysis; employees perceived
that the company viewed and treated them as key stake-
holders. This perception was sometimes communicated
in semi-structured interviews directly, and sometimes rel-
atively obliquely, as shop floor employees were primarily
focused on their own fates. Nevertheless, our subsequent
discussions with executives gave clear indications that
both the moderators represented in Figure 5 were present
because of the common underpinning of Toyota's found-
ing values, which emphasize doing good for a broad set
of stakeholders. In addition, stakeholder values were
reflected in company policies and practices. Respect for
the environment was evident in plant practices, measure-
ments, and improvement efforts related to emissions and
material waste reductions. Customer satisfaction was

Closure announcement: 
Psychological contract 
breach 

Engagement, 
commitment, job 
satisfaction and 
performance in the 
countdown period 

Pre-breach reserve of 
employee goodwill 

Post-breach respectful 
implementation of 
changes  

Stewardship stakeholder orientation 

Contextual drivers of 
responsibility attribution 

FIGURE 5 Proposed model of

plant closure performance effects
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measured frequently and attended to, especially in the
occurrence of a defect or abnormality. Evident measures
of quality and service created mindfulness of the connec-
tions between employees' work and consumers' satisfac-
tion. As noted earlier, TMCA initiated several social
interactions with and commitments to the local commu-
nity. As depicted in Figure 5, these reflections of stake-
holder orientation exert foundational influences on the
moderators of responses to PCB (Berman et al., 1999).
We conclude that, lacking the stewardship of stakeholder
concerns evidenced at TMCA, both the pre-breach work-
force goodwill and the post-breach respectful transition
would likely not have been present in sufficient strengths
to have ameliorated the negative impacts of the PCB on
performance outcomes.

The third moderator illustrated in Figure 5 acknowl-
edges the importance of context. The TMCA plant closure
can be seen as the culmination of a long developing set of
circumstances, many outside the immediate control of
Toyota executives. In keeping with other studies of PCB,
we suggest that context can play an important role in the
ways that employees attribute responsibility for a breach.
Industrial relations, historical events, economic condi-
tions, and other factors could be seen by employees as
making the breach the fault of the employer. We envision
a spectrum of contexts that would produce varying influ-
ences on attributed responsibility. On the one hand, in
circumstances in which a war or other wholly exoge-
neous event causes a plant closure, the employer might
be seen to bear essentially no responsibility for a PCB.
On the other hand, if a company is seen as acting purely
in its own profit-maximizing interests, such as when
automotive plant operations were moved from Detroit to
the Maquiladora region, employees are likely to experi-
ence much stronger feelings of violation.

Some of the first-order concepts undergirding the
second-order themes and aggregated moderators identi-
fied in our model echo findings of previous research cited
above, while others are new and perhaps more finely
related to the plant closure context. However, the pro-
posed model is novel in suggesting how the various ele-
ments coalesce into higher-order effects that serve to
moderate the typically observed performance declines in
plant closure count-down periods. It also provides
insights into the potential relative contributions of
actions taken in pre-closure decision and post-closure
decision periods. The relational and values-based factors
created in years leading up to a closure decision build a
foundation upon which management's supportive actions
in the count-down period are perhaps more liberally and
trustingly received by employees. We suggest that, along
with context, the overarching factors of employee good-
will and respectful change are important factors that can

explain differences in employee engagement, commit-
ment, job satisfaction, and performance in periods of
transition toward plant closure.

7 | CONCLUSIONS, FUTURE
RESEARCH, AND MANAGERIAL
IMPLICATIONS

Psychological contract theory has been applied to many
different contexts. In the stream of research that
addresses instances of PCB, the prevailing model suggests
that perceptions of a breach lead to feelings of violation
and betrayal, which then produce negative outcomes in
terms of depression, job satisfaction, turnover intentions,
feelings of commitment or obligation to the organization,
and ultimately, work behaviors. However, only a few
foregoing studies examine PCB in the context of plant
closure, where termination is the basis of the breach, and
these offer only limited examinations of mitigating fac-
tors (Blau, 2006, 2008; Stengard et al., 2015). In this con-
text, feelings of violation pertain to the expectation of
long-term employment. Where HRM researchers tend to
focus on employees' affective and cognitive reactions to
PCB and employee attributes such as mood, self-esteem,
tenure, employability, as moderators of these effects, we
focus on changes in employee behaviors and in-role per-
formance, because these behaviors and performance
directly impact safety, process productivity, vehicle build
quality, machine maintenance and reliability, and indeed
all aspects of operational outcomes. Further, we center
on management's pre and post breach actions that served
to mitigate employees' negative responses, while also
being designed to address broader stakeholder concerns.

We conclude that the longstanding strengths of the
relationships and loyalties engendered by a stakeholder
orientation in action led to positive outcomes in the con-
text of widespread redundancies. The ingrained culture
and values largely endured the shock. The company
attempted to implement a respectful transition, and
employees responded in kind. On essentially all key mea-
sures of performance, outcomes were improved, includ-
ing cost reductions and quality, and problem-solving
participation. It was found that the specific initiatives
applied to the workforce, namely upskilling and reskill-
ing, contributed substantially to the psychological re-
alignment of the workforce and the company during
their difficult period of adjustment.

The TMCA closure experience presents unique exam-
ples of several managerial action factors identified in the
literature. These findings are useful for operations man-
agement researchers who want to examine relationships
among workforce policies and systems and operational
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outcomes. In addition, the case data point out new
moderating factors, which synthesize into a model for
future research. The proposed model and associated
observations call for further development toward a com-
prehensive theoretical framework that links corporate
values and operating principles with stakeholder rela-
tions. In Toyota, these linkages create the fabric that
undergirds their business success, as well as their respect-
ful interactions with employees and other stakeholders.

In practical terms for managers deciding about or
managing plant closures, key implications are that firstly,
plant closures can be considered by employees to be a
severe violation of their psychological contract, perhaps
especially so if the company is successful. Second, the
context and employer-employee relations before closure
influences employee's expectations of the company's obli-
gations to its employees on closure. Third, the way that
managers treat employees during the countdown period
exacerbates or mitigates employees' satisfaction, commit-
ment levels and actions. These contingencies can moder-
ate the typical diminishing of performance in plant
closure countdown periods. The Toyota Australia plant
closure demonstrated that authentic respect, investments
in upskilling and reskilling, and continued focus on prod-
uct quality, plus incentives for employees who worked
effectively until the last day, mitigated effectively against
employee's potential negative reactions.

MacCormick and Parker (2010) acknowledge Toyota's
ability to embrace contradictions. This ability was on dis-
play in this instance, in that TMCA was able to preserve
manufacturing stability while going through extreme
change. We conclude that this robustness is rooted in a
deeply principled values-based approach designed to con-
sider and value employees, communities, and the envi-
ronment as relevant and important stakeholders. As
researchers who were actively engaged in the TMCA clo-
sure process, we are convinced that, had TMCA man-
agers not been steward-like in enacting its respect for
people principle, the upskilling, reskilling, and other sup-
port initiatives would not have been nearly as compre-
hensive or effective. A shorter-term transactional view
would have led to lesser investment in support of
employees' transitions, and it would likely not have per-
petuated the levels of employee engagement, perfor-
mance, and satisfaction achieved. Freeman (2009) wrote
of his experiences using soft hands in treating employees
during plant closures; the TMCA closure exemplified this
approach, demonstrating the power of closely held stake-
holder values in managing change.

The expression of corporate values through operating
principles and policies is central to the core themes of
this special issue of the Journal of Operations Manage-
ment, which focuses on socioeconomic outcomes such as

access to employment, job quality, and climate impact.
Interest in values-based management has emerged in dis-
ciplines such as accounting and finance, in which princi-
pled approaches are argued as being superior to
transaction-oriented approaches (Folsom et al., 2017).
This concept has attracted a small amount of attention in
managerial and leadership studies, yet the engrained
value structure within Toyota merits further attention,
both in terms of its theoretical and practical implications.
It has been standard practice for Western automotive
companies to take more agent-like stakeholder postures
focusing foremostly on profit (Samson et al., 2018), some-
times leading to deleterious human outcomes such as in
the Ford Pinto exploding gas tank debacle (Lee &
Ermann, 1999) or the more recent Volkswagen emissions
cheating scandal (Zhang et al., 2021). Future research
might build upon the findings of the TMCA story to for-
mulate actionable prescriptions for broader values-based
management perspectives.

Further research is also warranted into best practices
of closure and displacement of workforces. We need to
extend or develop new theory that explains the behaviors
of managers and employees in a range of closure circum-
stances. Our study is limited to one company's experi-
ence, thus other company stories can provide useful
points of comparison. Consider, for example, the decline
of General Motors (Helper & Henderson, 2014). GM has
continued to restructure, closing five more plants in
North America just in 201822 and reducing volume pro-
duced by 30% from 2016 to 2019. Plant closure manage-
ment practice could benefit from study of these and other
similar cases. Future researchers might examine the pres-
ence/absence of the elements expressed in our proposed
model to determine which ones are most critical in driv-
ing positive outcomes, or if all factors work together in a
synergistic way (De Treville & Antonakis, 2006). More
broadly, theory that relates organizational core values to
practices and outcomes in such circumstances is not yet
developed. Net present value calculus fails to explain
why Toyota allocated extensive resources to reskill and
upskill its departing employees; thus, a new calculus of
values and total stakeholder utility is warranted to both
explain such instances and guide decision makers. Rela-
tively little is known about how companies with less
intense culture and value systems handle such situations,
except that there is often a loss of value in affected com-
munities. While the case study examined herein is of
essentially a best practice exemplar, a comprehensive
examination of a spectrum of closures is called for at the
organizational level, warranted by the expectation that
there will be more closures occurring in the future due to
the forces of globalization, trade wars, offshoring/reshor-
ing, and technology-based disruptions (Shockley
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et al., 2020). The reskilling and upskilling initiatives at
TMCA provided benefits in terms of psychological align-
ment and loyalty, yet further research is needed to con-
sider how such initiatives might have been done
differently, within different industries or national cul-
tures, or indeed whether entirely different initiatives
might have been effective in keeping a workforce
engaged and productive as closure approaches. A body of
knowledge needs to be created about how best to manage
closures using a multi-stakeholder perspective (Samson
et al., 2018). The increased movement of operations will
likely cause plant closure capability to emerge as a valu-
able differentiator for manufacturing firms.
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ENDNOTES
1 James (2019) recounts the history of industrial relations between
TMCA and Australian unions up to 2015. The study does not
address TMCA actions during the plant closure period.

2 Toyota had closed other facilities such as NUMMI in California
and a small facility in New Zealand. However, Toyota executives
framed this as a “first ever major closure” of a plant for their
company.

3 https://www.theguardian.com/business/2019/dec/19/oshawa-
general-motors-plant-closure.

4 https://www.carsguide.com.au/car-news/two-car-brands-top-
2019-customer-satisfaction-survey-76943.

5 https://www.iseecars.com/vehicle-recalls-study.
6 https://www.theguardian.com/business/2010/jan/29/timeline-
toyota-recall-accelerator-pedal.

7 This positive statement stands in contrast to other negative state-
ments found in: Massola, J., Australian Manufacturing Workers
Union at “war” with Toyota: Joe Hockey, Sydney Morning Her-
ald, 14 January 2014.

8 Managers expressed this fondness directly to the primary
researcher on background visits to Toyota's global headquarters
in Japan. Fujimoto (1995: https://gerpisa.org/ancien-gerpisa/
actes/26/26-3.pdf) also points to Toyota's positioning of its
Australian manufacturing operations as an important “Middle
size centre for the southern hemisphere.” TMCA had been one
of Toyota's oldest foreign operations, and in the 1990s one of its
highest performing in terms of quality and productivity.

9 https://global.toyota/en/company/vision-and-philosophy/
toyotaway_code-of-conduct/.

10 Indicated in our interviews with executives from Ford and GM.

11 Total national production had dropped to 165,000 vehicles due to
reduced demand for locally produced Ford and GM Holden vehi-
cles. The flagship models of Ford and GM, named Falcon and
Commodore, had declined in volume to below 20,000 and
30,000 units respectively, by 2015.

12 http://www.toyota.com.cn/company/vision_philosophy/
guiding_principles.html.

13 https://planet-lean.com/toyota-australia-lean-thinking-securing-
futures/.

14 Only one interviewed employee expressed negative sentiment
regarding the breach.

15 Senior Toyota executives confirmed that TMCA typically oper-
ated in the top quartiles in pay and working conditions.

16 https://medium.com/10x-curiosity/worst-to-best-lessons-from-
nummi-4cde7eb41f21.

17 https://www.popularmechanics.com/cars/a5514/4350856/.
18 We thank one of the reviewers for suggesting this possibility.

Even Clibborn et al. (2016) expressed hope that auto manufactur-
ing in Australia might be preserved.

19 Displays of a variety of performance and process measures in
every plant showing performance, targets, and tracking of
improvement initiatives.

20 https://www.news.com.au/national/toyota-factory-workers-get-
a-200-million-payout/news-story/
43b3f3ba36f94c7780c01066af650346.

21 https://www.afr.com/companies/manufacturing/toyota-closure-
heralds-the-end-of-carmaking-in-australia-20171002-gysv65.

22 https://www.bbc.com/news/business-46350057.
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