A New Agent of Change

This article is a first-person account of the experience of Carlos Ghosn
, who in 1999 became the CEO of Nissan
, the Japanese automotive group. His appointment came after the company where he worked, French automaker Renault, purchased about a third of Nissan's shares. The tie-up between these two companies came after Nissan began to lose its standing in the competitive global auto market, was running short of cash, and was not able to secure a relationship with either Ford or DaimlerChrysler. Ghosn had already had success leading operations around the globe. From his arrival in Tokyo to late 2001, he has led Nissan through a considerable change process in which some difficult decisions were made.

Nissan, as a Japanese corporation, had some cultural and business practices that were characteristically Japanese. These included life-long guarantees of employment, promotion based mostly on seniority, and commitment to a "keiretsu" of aligned companies that typically do business together. The appointment of Ghosn was thus a difficult decision for the leaders of Nissan to make, given that he was both a foreigner and an outsider to Japan. As it turned out, this was only typical of a series of radical moves that followed, as Ghosn made numerous decisions in his efforts to reinvigorate the Nissan company, and also to integrate Nissan into Renault.

Ghosn's influence over company change was widely felt. He prompted engineers, through cross-functional teams he established, to examine manufacturing specifications and to focus on efficency and cost-effectiveness. In one example, the quality standards for headlight reflectors were far ahead of the competition's. The extra work and cost of meeting the company's own standards were creating a high level of rejected parts and higher cost, but the quality standard was not being rewarded in the marketplace. In another example, he divested Nissan's investment in one of its competitors, disturbing a long-standing cooperative relationship. 

Ghosn's activities mark him as a change agent in an organization culture that has not been favorable to rapid change. Here are some questions on how his activities at Nissan shed light on organizational change.



TALKING IT OVER AND THINKING IT THROUGH!
1. Ghosn was brought in from the outside to lead Nissan because of difficulties the company was facing. In this situation, what do you think are the major criteria or standards that Ghosn used when making decisions at Nissan? Why are they important? 

2. According to the article, did Ghosn have experience making decisions like this? 

3. Nissan decided to "ditch the seniority rule" for promotion and job retention. When this criterion is abandoned, does it make promotion and job retention decisions a more routine or a more unusual decision? 

4. If seniority is not the key criterion for promotion, what should replace it? 

5. Nissan talked to DaimlerChrysler and Ford before settling on Renault. Renault showed respect by maintaining the high per-share price that had been in their original offer to buy a stake in Nissan, even though they could have reduced their offering price in the face of Nissan's strong need to strike some kind of deal. Why is this important in an organizational change process? 

THINKING ABOUT THE FUTURE!
Much of the best thinking about the future of Nissan is presented in the article itself: Ghosn presents impressive performance results that Nissan achieved from his ascendance to leadership at the company to the time when the article was written. This vindicates, to some extent, the radical changes that he made and the replacement of culturally long-standing traditions that were elements of Japanese corporate culture with more western, performance-driven standards. However, it is still true that his methods were shocking, and the criticism he received from the Japanese press are only hinted at in the article. Clearly, culture has a lot to do with setting decision standards in international settings, and with the ways that standards are used and alternative solutions are considered. Readers should take from this article and these questions not just a sense that Ghosn's methods are right in every case, but instead that change can be managed by determined leaders who are willing to modify long-lived ways of doing things. All leaders who do this may have the same initial success as Ghosn -- but don't count on it!
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