Pinto Madness

Executive Summary

Throughout the 1970s, the evidence that the Ford Pinto was susceptible to gas tank ruptures in rear-end collisions was mounting; 500 confirmed and 900 estimated burn deaths were in evidence by 1977. However, the decision of Ford to continue to produce the automobile for seven years without fixing the safety defect led to a scathing indictment of Ford by the Mother Jones magazine, who focused 16 pages of their September/October 1977 issue to investigate this issue. Though there were obviously many thousands of decisions made during the production of this car, this paper will analyze the decision to first produce the Pinto and then continue its production in 1977. It will examine the impacts of judgment & decision-making as well as motivation & social influence on the decisions to first produce and then continue the production of an unsafe product.

Background


Ford Chairman Lee Iacocca was the primary impetus behind the Pinto. His decision to take on the Japanese manufacturers and Volkswagen (the “Bug” had met with tremendous success) let to the mandate that Ford build a compact car that would compete head on with the imports. In doing so, Iacocca set the Pinto timeline very aggressively. The entire process would take 25 months, whereas normal car development at Ford took 43. 


What this meant in practical terms was that many of the design workstreams had to occur in parallel rather than in sequence. Tooling, which took a fixed 18 months, had to begin very early, even before safety testing could be performed. When crash tests began and the faulty gas tank was discovered, it was too late; the tooling was already well under way. By the time the first car rolled off the line, over $200 million in tooling was in place.


Even in the early specifications of the car, the infamous “Green Book,” the primary objectives were on weight, price, styling, quality, and low costs of ownership. Safety never was mentioned. As Lee Iacocca was fond of saying, "Safety doesn't sell." Furthermore, the axiom of the day was to build a car that conformed to the rule of 2000, meaning that the car shouldn’t weigh a pound over 2000 lbs, or cost a dollar over $2000.

When asked whether engineers brought up the issue of safety to upper management, they responded "Hell no. That person would have been fired. Safety was not a popular subject around Ford in those days. With Lee, it was taboo. Whenever a problem was raised that meant a delay on the Pinto, Lee would chomp on his cigar, look out the window and say 'Read the product objectives and get back to work.'"

The Decision to Begin Production (1970)

Iacocca’s decision to take on the imports was undoubtedly a financially sound choice, but the methodology and speed at which the concept turned into an automobile created several problems. Issues of authority abuse, status & power differences, and commitment to a failing course of action all contributed to the production of an unsafe automobile. Similar to the LTV/ Goodrich case, the undercurrent of safety was hampered by the social and organizational factors at Ford, including lack of a safety culture, over commitment, rigidity in specifications, inflexible management, overbearing hierarchy, lack of open communication, and a culture that did not seem to encourage questioning. These increments contributed to the non-rational outcome of selling a car that was demonstrably dangerous.


The company culture, which is depicted as highly hierarchical and with power concentrated in Iacocca, made possible the occurrence of both abuse of authority and obedience to authority. Lightheartedly referred to as “Lee’s car”, the Pinto was going to be built on time and on schedule, no matter what. Iacocca’s position as chairman coupled with his intransigent style did not make for an organization based on anything other than command & control, especially when it came to issues of priority. Iron rules came down from above, such as the “rule of 2000”, and were expected to be followed. According to the article, Iacocca was completely unwilling to listen to arguments concerning safety, and thus flaws were incorporated into the design of the car where safety clashed with the “rule”. 


The insistence on speed of development that stemmed from this leadership mandate also led to its own snowballing problems. Because so many functions had to be performed in parallel, such as design, tooling, procurement, etc., there was little evaluative time. Therefore, when design flaws were discovered, their fixes might not be taken into account because the process was so far advanced that the fixes would be cost prohibitive. 

Finally, the status and power differences were so great that the priorities set on high were very pervasive. Because styling, price, and trunk space were of higher priority than safety, discussions of safety were not even entertained. The article refers to an anecdote of a well-liked engineer that planned a meeting for several department heads on gas tank safety. When the meeting time arrived, only the engineer’s boss showed up. As further illustrations of this point, though Ford engineers proposed several fixes to the problem, including a $5 tank liner that would stop fuel leaks and a $1 one lb. Plastic piece that would stop puncture, the ideas were thrown out as too costly or too heavy.

Ultimately, the combination of abuse of power and obedience to it led to a flawed outcome, likely arrived at in an incremental way. By the time the car was ready for production, the inflexible style of senior leadership committed the car to danger, despite the evidence of an undercurrent of safety consciousness at the engineer level. Though not stated, one might assume that diffusion of responsibility for the dangerous car could be attributed to some of the engineers; they might’ve considered the car’s safety to be primarily someone else’s problem and thus reduced their stake and feelings of personal responsibility. 

The Decision to Continue Production (1977)

By now, it was clear that the car had problems. Lawsuits were mounting. Crash test data showed that the car could not withstand even a 25 mph rear-end crash. The NHTSA and others were proposing safety legislation for automakers in general and the Pinto in particular. Ford’s reaction: Stall the legislation and kept producing the car. The primary factor to the decision to continue production was the escalation of commitment to a failing course of action. Under this umbrella, rationalization was perhaps the key cause.

The rationalization aspect is the part that the public found most abhorrent (after they discovered it). Ford made the decision based on a simple cost-benefit analysis between the cost of settling a lawsuit for a burn death vs. the cost of installing a burn death preventing safety feature. The verdict: an $11 safety measure was not worth the cost of paying an out of court settlement to burn victims (by their math the device would have to be $4). The decision therefore was to let people die and burn and pay only after the lawsuits were filed. From Ford’s perspective, this was the right thing to do. It was consistent with Iacocca’s insistence on cost reductions, as well as the notion of shareholder value. This rationalization allowed the collective corporate conscience to be assuaged, while unsafe automobiles rolled off the assembly line.

Beyond rationalization, which was the article’s focus, escalation of commitment was also fed by other components of justification of past action. Public accountability no doubt played a role; it would be hard to admit public failure after so many years of production. The company would have to admit that it knew of the failure from the beginning and that it was willfully endangering the public. This was clearly not in the cards. 

Internally, the admission would clash with the whole concept of “Lee’s Car.” Admitting publicly that the car was defective in some way might undermine Iacocca’s authority and overall approach to auto building. It would directly reflect on Iacocca’s person, since he was so integral to the car’s development.

Consistency with past behavior was also a factor. If the car was the same one built in each of the 7 years of production, why admit fault now (1977)? Moreover, the likelihood that the consistency would be overturned fell as each new Pinto was sold. By 1977, Ford would have had to recall 2 million plus Pintos on the road and refit them with safety fixes as well as change the current models. All of these factors combined with the aforementioned rationalization led the car to be produced again for another model year.
Conclusion

Several organizational factors doomed the Pinto to be an unsafe automobile. Ford’s priorities for building the car combined with its power structure, command & control approach, and obedience culture contributed to a flawed automobile in production in the first place. Escalation of commitment supported by rationalization, the consistency trap, and public accountability kept that same automobile on showroom floors for seven more years.

Possible solutions to Ford’s dilemma might include fostering a more open culture where questioning authority and open dialog are the rules rather than the exceptions. Furthermore, considerations of costs more broadly (e.g. beyond the strictly financial) and willingness to cut losses/admit wrongdoing would help Ford avoid these types of organizational pitfalls in the future.

APPENDIX

From Ford Motor Company internal memorandum: "Fatalities Associated with Crash-Induced Fuel Leakage and Fires."

	BENEFITS 

	Savings: 180 burn deaths, 180 serious burn injuries, 2,100 burned vehicles.

Unit Cost: $200,000 per death, $67,000 per injury, $700 per vehicle.

Total Benefit: 180 X ($200,000) + 180 X ($67,000) + $2,100 X ($700) = $49.5 million.

	COSTS 

	Sales: 11 million cars, 1.5 million light trucks.

Unit Cost: $11 per car, $11 per truck.

Total Cost: 11,000,000 X ($11) + 1,500,000 X ($11) = $137 million. 


This is an excerpt from a federal study showing how the National Highway Traffic Safety Administration has calculated the value of a human life. Ford has used it in cost-benefit analyses arguing why certain safety measures are not worth the savings in human lives. The calculation below is a breakdown of the estimated cost to society every time someone is killed in a car accident. 

	COMPONENT 
	1971 COSTS 

	Future Productivity Losses
Direct 
Indirect
Medical Costs
Hospital
other
Property Damage
Insurance Administration
Legal and Court
Employer Losses
Victim's Pain and Suffering
Funeral
Assets (Lost Consumption)
Miscellaneous Accident Cost 
	
$132,000
41,300


700
425
1,500
4,700
3,000
1,000
10,000
900
5,000
200 

	TOTAL PER FATALITY: $200,725 


Societal Cost Components for Fatalities, 1972 NHTSA Study 
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