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The Nissan Revival (1999-2002)
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SalvalO .... Lupoll, Jin Tanaka, Hiroyuki Mauumolo, ... Ian Goh a. Yoko Yamashiu. 

Our group agr~ed Ihallh~ dramalic change which Carlol Gholn broughl aboul in Nislan between 1999 and 2002 would probably nOI have 
been J>Os,ibl~ if Gho,n had be ~nJapan~' ~. B ~caus~ h wa, an ou"id~r who und~rSlood Japan~'~ work cultur~, and wa, abl~ 10 mak~ 
lough d~dsion in a r~'l><'uful mann~r, he wa, abl~ 10 achi~v~ what pr~vious Japan~'~ CEO, could nOI. Ghosn ,uuu,fully "created a 
collerrive performance in Nissan that was superior to that which would naturally occur", and manag~d with the japanese and {or the 
Jap;lnese. Gho,n's d ~~p und ~"tanding of Japan ~' ~ cultur~ wa, v~ry lik~ly honed during hi' pr~viou, bu,in~'s up~ri~nc~, in Brazil, wh~r~ 
h probably worhd wilh many Brazilian-Japanu~ I><'opl~ . 

Th ~ 10 diff~r~nc~, _ ,pot! ~d of Nissan b~I_~n ~arly 1999 and 2002 ar~ rank~d as follows: 
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© Salvatore Lupoli, Jin Tanaka, Hiroyuki Matsumoto, Alan Goh, & Yoko Yamashita. All rights reserved. This content
is excluded from our Creative Commons license. For more information, see http://ocw.mit.edu/fairuse.
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Nissan main strategic plans in the 1990’s

 (1991: ¥ 6.0 T sales, ¥ 49 B profit. Yen at 125. Nissan #2 in Japan, but declining) 
§1992 – New CEO (Tsuji-san) 

§1993 - Three-year Plan 
§Achieve profit in 1993 
§Operating Margin of 3% by 1995 
§Reduce total expenses by ¥200 billion by 1995 

§Eliminate 5,000 jobs 

§Cut number of models by 35% and number of parts by 40% 


(1995: ¥ 5.8 T sales, ¥ 166 B loss. Yen at 103. Nissan #2 in Japan) 

§1996 – New CEO (Hanawa-san). Plan had been re-formulated with added cost/job cuts 
§1998 – Plan is re-formulated with added cost cuts and a debt reduction of ¥1 trillion 

(1998: ¥ 6.6 T sales, ¥ 14 B loss, Yen at 113. Nissan becomes #3 in Japan) 

§1999 – NRP 
§Return to profit in 2000 

§Operating Margin of 4.5% by 2002
 
§Reduce debt by 50% by 2002 


§ and also:
 
§Eliminate 21,000 jobs
 
§Reduce purchasing costs by 20%
 

(2002: ¥ 6.2 T sales, ¥ 372 B profit. Yen at 128. Nissan #3 in Japan) 
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Diagnostics of Nissan Problems in the 1990’s 

• 1993 : Tsuji-san 

• Lack of discipline and weak accountability 
• No customer orientation (and weak distribution) 
• Dominant engineering orientation 
• No determination to follow through 
• Culture that emphasises consensus and compromise 

• 1999: Ghosn-san 

• Lack of profit orientation 
• No customer focus (company is focused on competitors) 
• No cross-functional nor cross-border orientation 
• No sense of urgency 
• No shared vision and long-term strategy 

• Culture of blame 
• Ill defined areas of responsibility and accountability 
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Nissan Stock Price* 

and the Nissan Revival Plan (and “Nissan 180”) 

NRP Nissan 180 

(Source: finance.yahoo.com) 

© Yahoo! Finance. All rights reserved. This content is excluded from our Creative
Commons license. For more information, see http://ocw.mit.edu/fairuse.
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Consolidated operating profit margin
	

(Source: Nissan FY04 Results presentation, 25 April 2005) For the SFs at MIT Sloan - © Jose Santos, 2012 
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Graph removed due to copyright restrictions.
Source: Slide 31 in Nissan FY04 Financial Results and Value-Up presentation, April 25, 2005.

http://www3.stream.co.jp/web06/nissan/press/EN/epre/050425/honpen/bb/index.html



	

 


Net automotive debt
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Graph removed due to copyright restrictions.
Source: Slide 15 in Nissan FY04 Financial Results and Value-Up presentation, April 25, 2005.

http://www3.stream.co.jp/web06/nissan/press/EN/epre/050425/honpen/bb/index.html



	

 

Return on invested capital (auto)
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Graph removed due to copyright restrictions.
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Source: Slide 35 in Nissan FY04 Financial Results and Value-Up presentation, April 25, 2005.

http://www3.stream.co.jp/web06/nissan/press/EN/epre/050425/honpen/bb/index.html


   
 




Nissan 1998-2002 (Financials)
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Source: Page 47 in Nissan Annual Report 2002.

http://www.nissan-global.com/EN/DOCUMENT/PDF/AR/2002/ar2002.pdf


 
 




Nissan Sales (volume) – 1998-2002
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Source: Page 47 in Nissan Annual Report 2002.

http://www.nissan-global.com/EN/DOCUMENT/PDF/AR/2002/ar2002.pdf


 
 




Nissan – Purchasing Economies (1999-2002)
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Graph ("Reduced Purchasing Costs" removed due to copyright restrictions.
Source: Page 31 in Nissan Annual Report 2002.

http://www.nissan-global.com/EN/DOCUMENT/PDF/AR/2002/ar2002.pdf


       
       
    

    
     

 

       
       

       

   
  

        

        
   

 

           
       

    

 

Harmony in the content of Nissan transformation (selected sample) 

Strategy Introduced new models with superior (customer) quality, one identity, improved brand image. 
Cut excess (eng.) quality. Increased prices (and/or reduce discounts). 

Processes Revised design process of new models, with customer knowledge input from the start. 
Reviewed engineering and manufacturing practices. 

Structure Separation of Design from Engineering. 
Design group under VP Pelata (ex-Renault) 
Six “Program directors” appointed (by platform) with profit responsibility for each model. 

People Praise the value of customers. 
Newly hired, CA (USA) trained, head of Design (Nakamura-san). 
Selected managers move from Renault to Nissan (Product Planning…) 
Increase in the share of non-Japanese in the design process. 

Incentives Promotion system based on performance. 
Bonus for managers based on achieving objectives. 

Evaluation Customer satisfaction surveys and other customer metrics institutionalized. 
Model Profitability and Operating Margin are key performance metrics. 

Environment The USA becomes more central in Nissan’s world. 
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The order of intervention matters … 

A = Low Performance B = High Performance 
Nissan, 1999 Nissan, 2002 

* The Renault-Nissan Alliance (and soon thereafter: end of keiretsu; making USA more central in  Nissan’s world). 
** Starting at he top of the organization 
*** Starting with the corporate strategy 

3: Strategy*** 

2: Organization** 

1: Environment* 

Realizing Superior Performance at Nissan 99-02 

A feature of the Nissan turnaround is that the new business strategy was “formulated” by the middle management  
and “implemented” by the top management – contrary to common belief. 

In order to move from A to B, you need to understand and respect A. 
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EOS: The elements of collective performance 

* The collective entity can be a “business unit” (or a company with a single business) or the entire corporation 
(that is, a set of business units). In the latter case we should add “Corporate” to EOS. The expression “we” in 
the elements above means the “unit” (BU or single-business-company, or corporation). 

NB. If you manage a unit, then the rest of your company is “part” of the Environment of your unit. 
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EOS: The elements of collective performance 

- Environment: the company’s (or unit) customers and its shareholders; its 

suppliers, competitors, partners, …; and society, the national or 

international context of its activities. Such context exhibits not only 

physical, institutional, and cultural properties, but also a particular history. 


- Strategy: the company’s (or unit) choice of value propositions. It is usually 

expressed by its offerings and position in its markets and by its set of 

activities (its “business model”). The expression of “strategy” can also 

include the bundle of required resources and a set of functional policies, 

programmes and major projects. It may be set at two levels: the “corporate 

strategy” (for the whole of the company) and the “business strategy” (for 

each business unit in the company)*. 


- Organization (see next slide) 

* “Global strategy” is usually considered to be “corporate strategy”. 

For the SFs at MIT Sloan - © Jose Santos, 2012 17
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A model of organization 

N.B. 1. There are several systemic models of “Organization”, each giving special emphasis to particular elements. I developed the 
model above to focus on managerial intervention, but you can use another model – for example, the “PARC” model (by Roberts) or 
the model built in the 7Ss (by Waterman et al, aka the “McKinsey model”) or in the “STAR” (by Galbraith).  

N.B. 2. I developed and depict the model this way in order to signify the critical role of the “right side” (Mindset, Processes, 
Incentives) in global integration. 
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 A model of organization
 

- “People” is the set of individuals in the organization, with their individual traits, style, experience and skills. It 
includes particularly all its managers: the general manager (“CEO”), the top management team and the other managers. If we 
take the whole organization, it will include also the other employees, and even outsourcing agents that are closely 
intertwined with the people of the organization in their daily activities. 

- “Managerial Mindset” refers to the principles, values and frames of reference shared by the general 
manager (“CEO”) and the management team. The “purpose” of the company, its “vision”, and its “goals” are elements of the 
“managerial mindset” and express the intent and dreams of the management team. The “managerial mindset” determines 
what is right, good, and beautiful for the organization – and therefore guides the managers in their choices. 

- “Structure” is the organizational structure, i.e. the differentiation of roles, location, information, and authority 
(decision rights) and their integration through a number of coordination and control mechanisms. The structure includes the 
pattern of relations between the individuals and units that make up the organization, be it the formal relations (the “org chart”) 
and the informal relations (the “network”). 

- “Processes” include, in general, the decision making processes in the organization, be it resource allocation 
(budgeting, headcount and capex planning,…), conflict resolution, and the handling of exceptions. Specifically, it includes 
information processes and people processes. (N.B. These are the processes that make the organization be (the “physiology” of 
the organization), not the activities/processes that are elements of “strategy” (such as delivering a solution to a client). 

- “Performance Metrics” is the set of indicators (quantitative and qualitative) used in the company to measure 
the individual, unit, and organization level of performance. 

- “Incentives” include the instruments of recognition, retribution, and motivation of managers -- and other 
employees -- for their own performance: the salaries and equivalent; the bonus systems and other special rewards; and the 
career and promotion rules. 

For the SFs at MIT Sloan - © Jose Santos, 2012 19
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EOS: a model of collective (company) performance 

Performance 
Organization Strategy 

Environment  

= 

N.B. 1. The performance model described here  is my own (and its more developed version will be presented later in the 
class). It builds on the explicit consideration of these three elements of firm performance, E, O, and S, as presented by Danny 
Miller in the early 80’s and more recently by Roberts (in the book “The modern Firm”). A simplified version of this model – 
of the form [E è S è O] – is typically taught in MBA programs (and can be considered for the early stages of new 
companies). 

N.B. 2. The model above implicitly considers the company (the set of O and S) to be open and therefore its performance is 
not separable from its Environment. Simply put, it is the audience that applauds, not the actors - but the actors are also part of 
the audience. 
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Collective Performance as a complex system: 
combinatorial, complementary, non-malleable, dynamic 

Harmony* = High Performance 

“Complex”: with many and different (sub-)elements (here grouped as E and O and S) with non-linear interactions (that is, a 
very small element can have a major impact in the overall performance of the system, aka the “butterfly effect”). Each of the 
three “first-tier” elements (E,O, and S) are also complex systems themselves. 
- “Combinatorial”: the elements available can be combined in different configurations  
- “Complementary”: some elements increase in value in the presence of other elements 
- “Non-malleable”: the elements cannot just be combined in any way the general manager wishes, as not all configurations are 
effective. Indeed, only (very) few configurations are in harmony and exhibit high performance. Many other configurations 
exhibit low performance and (many) other simply fail with catastrophic performance. 
- Dynamic: The arrows depict dynamic interactions (which may not be instantaneous) of unequal strength.  

Organization Strategy 

Environment  
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