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ACAR COMPANY

GM's Jack Smith and Nissan’s Carlos Ghosn reveal their
secrets of success

* 2004 Industry Outiook
* Ford Freestar Minivan
* New Diesel Technologies
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spring of 1999, he hit the tarmac running. He
had to, because the once-proud Japanese
automaker was on the brink of collapse. Its
domestic market share, a heady 34 percent in
1974, had declined to less than 19 percent. Its
global share had fallen to 4.9 percent from 6.6
percent in 1991, and it had lost money in all but
one of those eight years. Its debt was a stagger-
ing $22 billion.

After Ford and DaimlerChrysler pulled out
of negotiations to purchase Nissan in March of
that year, Renault cut a clever deal to exchange
$5.4 billion in much-needed cash in exchange
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for a 36.8 percent equity stake in the company.
It was a colossal gamble that offered a huge
potential payoff down the road. “Failure was
not an option,” Ghosn said at the time.

Ghosn's process — which he had used suc-
cessfully to restructure Michelin North America
as president and CEO before joining Renault in
1996 — began by setting up cross-functional
teams to examine every area and function of the
company and develop “ambitious, realistic rec-
ommendations for improvement.”-

The resulting Nissan Recovery Plan
unveiled Oct. 18, 1999 promised to restore

the company’s profitability by revitalizing
its product portfolio (four new models in
the U.S.) while reducing costs by more than
$9 hillion and debt to $6.4 billion by 2002.
The cuts would come from centralizing
global purchasing (much like GM) and
manufacturing and from “sales, general and
administrative” costs. Three assembly and
two powertrain facilities in Japan would be
closed, worldwide headcount would be

| reduced by 21,000 ( through natural attri-

tion, an increase in part-time employment,
spin-off of non-core businesses and early
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