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Japan’s Diamond Analysis 



Auto industry
Auto industry is one of most important key 
contributors and beneficiaries of economic 
growth

One job in auto manufacturing can produce 
ten jobs in the industry 

• component manufacturing, dealer, service, etc.

• Auto industry also create stimulation of knowledge : 
IT, Marketing, consulting, etc.

In highly developed auto markets, such as the 
US, Japan and Germany, auto industry directly 
or indirectly accounts for as much as 10% to 
20% of total employment

3



4



Auto Exports 

Automobile is one of the top export products of the world 
(5% in total exports). The total export/import value of 
cars is US$810B   (2018)

The export value of the top 10 exporting countries
1. Germany: $169.2B 2. Japan: $108.5B 3. US $64.4B

4. United Kingdom: $51B 5. Canada: $50.2B 6. South Korea: $41.4B
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Japanese automotive industry

Japanese automotive industry is one of the most 
prominent and largest industries in the world.

Japan has been in the top 3 of the countries with 
most cars manufactured since the 1960s.

Automotive industry in Japan rapidly increased from 
the 1970s to the 1990s and in the 1980s and 1990s, 
overtook the U.S. as the production leader 

Japanese manufacturers producing very 
affordable, reliable, and popular cars throughout 
the 1990s.
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Expansion of Japanese car companies

Rapidly increasing domestic demand and the 
expansion of Japanese car companies into foreign 
markets in the 1970s further accelerated growth.

Japanese cars started to earn a reputation for their 
reliability and low running costs 

1973 Arab Oil Embargo along with the exchange rate 
of the Japanese yen to the U.S. Dollar accelerated 
vehicle exports

Passenger car exports rose from 100,000 in 1965 to 
1,827,000 in 1975. 
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Japanese autos in the US

Automobile production in Japan continued to 
increase rapidly after the 1970s, as Mitsubishi 
and Honda began selling their vehicles in the US. 

More Japanese brands came to America during the 
1970s, and by the 1980s, the Japanese manufacturers 
were gaining a major foothold in the US and world 
markets.

Japanese manufacturers producing very 
affordable, reliable, and popular cars throughout 
the 1990s.

2008 Toyota surpassed US General Motors to 
become the world's largest car manufacturer. 
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Japan’s trade surpluses

1980 and 1985: US dollar had appreciated 
by about 50% against the Japanese yen. 

Japan’s trade surpluses with the US spiraled 
out of control.
Japanese corporations started to invest 
overseas due to large yen trading surpluses 
To counter complains from other countries, 
Japanese auto manufacturers built oversea 
factories in the US, Great Britain, and 
Southeast Asia 

Japanese investments helped grow the auto 
industry in many countries throughout the 
last few decades.
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Japanese Manufacturing in the US 

1982 - Honda Accord becomes the first 
Japanese car built in the US at Honda's 
Marysville, Ohio facility

1983 - Nissan Sentra assembled at Nissan's 
Smryna, Tennessee facility

1984 - Toyota opens NUMMI, the first joint 
venture plant in the US with General Motors

1987 - Subaru opens an automobile assembly 
plant in Lafayette, Indiana 

1988 - Toyota Camry becomes third Japanese 
car manufactured at Toyota's Erlanger, 
Kentucky assembly plant 13



Japanese auto companies

Japanese auto companies have invested 
heavily in manufacturing, design, and 
parts production throughout the US

70% of all Japanese cars and trucks 
sold in the US were made at US plants. 

Japanese-owned “transplants” produced 
4 million vehicles/year, over a third total 
US auto production.
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USA Japanese Automakers Export Record Number 

of Vehicles 

Made in America: Japanese Automakers Export 
Record Number of Vehicles from US

On March 20, 2014, the 20 millionth Made-in-America 
Honda Accord rolled off the assembly line Ohio. 

This milestone came shortly after the company’s 
announcement that Honda now exports more Hondas 
and Acuras from the US than it imports from Japan

Honda is on the verge of becoming a net exporter of 
vehicles from North America. (100,000 exported)

An unprecedented 400,000 cars and trucks produced 
by Japanese manufacturers in the US were exported, 
accounting for nearly 20% of all US automobile 

exports,
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Vehicle Penetration 2012 
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Exclusive Keiretsu System in 2010
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Problems of Japanese automotive keiretsu

Global competition in the automotive industry 
has increased since the 1980’s

Keiretsu organizational attributes are ill-
equipped to address this increasing competition 

cross shareholdings, preferential inter-network 
trading, acceptance of lower profitability, closed 
trading network, etc.. 

Structural inefficiencies within Japanese 
automotive keiretsu business groups have 
caused performance problems 

Contributed to the macroeconomic recession in 
Japan since 1990
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Japan Is Holding on Electric Cars

2010 Nissan became the 1st automaker to offer a mass-
produced car that ran on batteries alone. 

Smash hit by electric car standards, with more than 500,000 
sold  

Governments and automakers worldwide are staking out 
bold pledges to transition to electric-only vehicles. J

Japanese car companies and regulators are hedging their bets.

Japan dominates the global market for the current 
generation of climate-friendly vehicles — gasoline-
electric hybrids — and hopes to leverage its huge 
investment in the technology for as long as possible. 

That short-term focus, however, leaves the country’s most 
important industry at risk of missing a transformative moment, 
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Japan Is Holding on Electric Cars

Electric cars make up less than 3% of global sales
Higher costs, limited range and long charging times. 

Turning a profit on the cars, with the exception of some luxury models, 
isn’t easy.

Tesla led the race toward an all-electric future. This race  
has accelerated and expanded in 2022

In January, General Motors became the first major automaker 
to declare that it would eliminate all tailpipe emissions from its 
cars, vowing to do so by 2035. 

Volvo moved to outdo its larger competitors by pledging to go 
electric-only by 2030. 

In addition to traditional automakers, start-ups like the Chinese 
company Nio and titans of other industries like Apple are 
seeking pieces of the burgeoning market.
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Japanese share on Electric Cars

Toyota did not release its 1st battery-electric vehicle on 
the consumer market until early 2020: only in China. 

Honda is relying on G.M. to produce electric vehicles for 
the U.S. market.

2020: Japanese cars accounted for less than 5% of 
battery-electric vehicles sold worldwide

The share was attributable to the Leaf’s popularity: Leaf 
accounted for nearly 65% of Japanese electric vehicles sold. 

Investors see battery-electric vehicles as the cars of 
tomorrow: Tesla is more valuable than the next six 
automakers combined, despite having only a tiny fraction 
of their sales.
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basic assumptions propelling the electric bandwagon

Unfortunately, Japan, automakers and the 
government are questioning the basic 
assumptions propelling the electric bandwagon. 

They are skeptical of electric cars’ potential 
profitability and environmental superiority.

Japan announced that it would stop the sale of new 
gasoline-only cars by 2035. But the government still 
views hybrids as an important technology and has no 
intention of following the lead of places like Britain 
and California that plan to ban gasoline-only cars 
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Japanese investments in hybrid technology 

The resistance to eliminating hybrids has found 
its most powerful voice in Akio Toyoda.

Mr. Toyoda scoffed at the idea of Japan’s replacing 
hybrids with all-electric vehicles, accusing the 
Japanese media of inflating their commercial and 
environmental viability.

Mr. Toyoda pointed out electric cars are only as clean 
as the electricity that powers them and the factories 
where they are built.  

Sales of gasoline-electric hybrids are expected to 
continue growing until 2027 

Japanese firms — and regulators — want to try to 
recoup the country’s enormous investments in hybrid 
technology 29



Japan Is Holding on Electric Cars

Japanese automakers’ reluctance to make the leap to 
all-electric vehicles, Mr. Yajima, the Leaf’s former lead 
engineer, said, could lead them to suffer the same fate 
as the country’s consumer electronics firms, which have 
largely faded into irrelevance because of their failure to 
stay ahead of market trends.

Mr. Inoue, the original Leaf’s lead designer, agrees. The 
automotive sector is “the final battlefield” for Japanese 
industry, he said.

“Now Japan is winning,” he said, “but I think in 10 years 
if we lose the opportunity to move to the electric 
vehicles field, we may lose.”
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Nissan Motors 

Well-known brand, major international 
automotive manufacturer

Number 2 in Japan for several years

Reputation for engineering excellence

Critically acclaimed car lines: Altima, Maxima, Z, 
Pathfinder, etc..

Economic weight >1% Japanese GDP. 
Losses in 7 out of 8 years in from 1990-1998

Lost 50% market share to Toyota domestically, 
lost domestic market share for 27 years straight

Nissan was US $22 Billion in debt (nearly 40% 
of total annual revenues) by 1999 



Nissan’s problems before the alliance

High degree of bureaucracy

Lack of cross-functional and cross-regional 
communication

Complacency and a lack of urgency in the Nissan culture

Emphasis on engineering culture rather than managerial 
culture and promotions 

Since 1991 Nissan had been losing money and 
market share and car production had dropped by 
600,000 units. 

Nissan factories were running at 53% capacity 
utilization.

Nissan’s product portfolio was aging. Design of the cars 
was out of touch with the market



Problems of Nissan’s keiretsu 

Example of problems in the Nissan keiretsu 
group

Keiretsu supplier network consisted of over 1400 
different suppliers (all with cross-shareholdings) -
unmanageable

1 factory making 200,000 vehicles annually had 
six tire suppliers

Overpaying by 20-30% for auto parts

Factories/plants operating at 53% capacity

Non-productive workers remained on payroll, 
under-utilized plant & factories



Keiretsu bank would not bail out Nissan

By 1999, the environment of car manufacturers 
worldwide has become super competitive:

globalization driven by market internationalization

auto industry was in a period of rapid consolidation

saturation of certain geographic areas for production 
and distribution.

Nissan was nearly bankrupt in 1999. $20 billion 
debt 

Japanese government or the keiretsu bank would not 
bail out Nissan 

Nissan courted numerous buyers/merger targets: 
Chrysler, Mercedes-Benz, Ford, Renault
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Nissan - Renault Merger

RENAULT (HQ in France)

Established on February 25, 1899

Strong distinctive market in Europe and Latin America.

Renault’s problems before the alliance

Source of revenue: small to medium size cars in Europe. 85% of 
sales in Western Europe 

Strategy is to go international

Le Monde : Pessimist thoughts about alliance  
Distinctive national culture, nationalistic and patriotic cores.

de deux mules donne-t-elle un cheval de course (Two mules don’t 
make a race-horse.)

Founded 1898

Cooperation with 
Volvo 1990

Alliance with Nissan 
1999

Founded 1911

Financial distress 
1990

Alliance with Renault 
1999

Renault

Nissan

35
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Nissan - Renault Merger
Due to the recession, the auto industry was in a 
period of rapid consolidation. 

Opportunities for survival –

Need for Renault and Nissan to reach critical size

Alliance will produce 4 million vehicles; 

Address market saturation in Europe. New areas: Asia, 
Latin America 

Cope with Asian leader Toyota 

Renault–Nissan Alliance began in 1999. 
Renault would give Nissan $5 Billion cash, take 36.8% 
ownership stake in Nissan

Renault sent core management team of 8 executives to 
Nissan, including Carlos Ghosn
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The objectives of the alliance

Renault Nissan
Respective objectives

Improving quality

Internationalize

Reduce Costs

Reduce Debt

Common objectives

Economy of scale

Technological Know-How

Leader for the quality and attractiveness of products & services39

❖Complementary in geographic scope and skills

❖Renault in Europe and Latin America

❖Nissan engineering powerhouse in Japan, North 

America, Asia

❖2 Global companies linked by cross –shareholdings

❖The Renault-Nissan Alliance is the 4th largest global 

automaker



Aim of the alliance
2 principles

Developing all potential synergies by combining the strengths of 
both companies through a constructive approach to deliver Win-
Win results

Preserving each company’s autonomy and respecting their own 
corporate and brand identities

3 objectives

Quality and value of products and services in each region and 
market segment 

Key technologies in engines, electronics and the environment

Operating profit

40
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Carlos Ghosn: Le Cost Killer

Ghosn named new COO, 
announced  “Nissan Revival 
Plan (NRP)” on 10/18/99

Goals of Nissan Revival Plan

Return to financial stability 
within one year

Within 3 years, reduce debt 
by 50%

Within 3 years, operating 
margin rise to 4.5% of sales



Corporate Structure of the Alliance

Renault-Nissan BV

strategic management company

Alliance Board of Directors

Carlos Ghosn

Renault-Nissan 
Purchasing Organization

Renault-Nissan 
Information Services
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Key success factors of the alliance
Quality between the relationships among the 
managers and engineers of Renault and Nissan

Business experience and technical skills

Core values: 

Balanced relations between the 2 companies and the 
development of strong identities for each of the brands

Other factors:

Alliance charter

Capital contributions and equity participations

Management structure and exchange of personnel
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Changes to Nissan’s Keiretsu

Reduced number of auto parts suppliers from > 
1400 to six, sold off ownership in nearly all 
suppliers

Major supplier cost reductions, 20-30%

Better economies of scale for remaining suppliers

Simpler to manage smaller number of suppliers

Foreign leadership team and ownership (now 
Renault owns ~44% of Nissan)

Establishment of highly-productive cross-functional 
teams, enhanced communication and blurred lines of 
responsibility/increased autonomy

Much less reliant on main keiretsu bank for loans and 
new venture financing



SWOT of Nissan Renault Alliance
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WEAKNESSES

THREATS



Post Merger Strategy

Common platform with Nissan for small cars 

Joint research projects and exchange of components. 
Standardization of these products 

Expand Markets 

Return to the Mexican market, using Nissan’s powerful 
industrial and commercial presence

Further expansion in Europe and growth in Asia

Organizational 

Restructure: Sales & Marketing, Distribution, Human 
Resource and broadened service to its customers

Draw on the strengths of complementary expertise in 
sales and technology, and to reduce costs and 
enhance performance. 47
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Goals Achieved by the Alliance

As of 2006:

10 new models introduced

Return to profitability

All key financial indicators up significantly 
over 1999 levels

Third largest global automaker (based on 
sales for the year 2008)

Global market share of 9% (by volume) 

Significant presence in major world markets 
(US, Europe, Japan, China, India, Russia)



Carlos Ghosn 

Following the Nissan financial turnaround

2002 Fortune awarded him Asia Businessman 
of the Year.

In 2003 Fortune identified him as one of the 
10 most powerful people in business outside 
the U.S.

Fortune’s Asian edition voted him Man of the 
Year in 2003

Carlos quickly achieved celebrity status in 
Japan and in the business world, and his life 
has been chronicled in Japanese comics
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Ghosn stepped down

Ghosn stepped down as CEO of Nissan 
on 1 April 2017, while remaining 
chairman of the company

Ghosn was arrested at Haneda Airport on 
19 November 2018, on allegations of 
under-reporting his earnings and misuse of 
company assets

Ghosn resigned as chairman and CEO of 
Renault on 24 January 2019.

While out on bail, Ghosn was re-arrested in 
Tokyo on 4 April 2019 over new charges of 
misappropriations of Nissan funds. 50



Carlos Ghosn Was a Superhero in Japan Before His Fall

Former Nissan CEO was celebrated from boardrooms to 
manga.

Ghosn was famously smuggled out of Japan in Dec 2019 
hidden inside a musical instrument case and boarded a 
flight headed to Lebanon 

As of January 2020, Carlos Ghosn is an internationally 
wanted fugitive
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2022: Nissan is Looking to Become a Smaller Automaker

Japan's Nissan Motor Co Ltd. has had a rough 
three years since 2017. 

Former CEO Ghosn is an internationally wanted fugitive 

The coronavirus pandemic

Nosediving car sales across the board 

Nissan's management has become convinced the 
struggling automaker needs to be a much smaller 
company. 

Restructuring plan due out next month would likely 
assume a cut of 1 million cars to its annual sales target, 
senior company sources said. 

This would entail a large reduction in its manufacturing 

capacity. 52
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Macro Trends in Japanese Business Today

Central keiretsu banks less likely to bail 
out ailing member firms

Many keiretsu firms loosening ties with 
other members

Foreign leadership, ownership stakes, 
and partnerships more common

“Lifetime employment” as a social 
contract diminishing
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Keiretsu - Looking to the Future

Old goals and ideals of keiretsu no longer 
compatible with a globalizing market

Japan already industrialized - no need to 
exclude FDI or partnerships

Rethink keiretsu structure to raise relative 
profitability

Formulate strategic partnerships on 
mutually beneficial aims, not static 
keiretsu relationship



Nissan prioritizing sustainable growth  

The international car industry has been upended by the 
coronavirus pandemic, with production plants closed 
around the world and car sales halted during 
lockdowns.

Now carmakers are looking to increase competitiveness and 
profitability in a fast-changing world, with the shift to greener 
technology another big hurdle the sector is facing.

Nissan, along with its partners Renault and Mitsubishi, 
announced a new business model “to enhance the 
competitiveness and profitability of the three partner 
companies” with each producer focusing on individual 
markets.

Nissan prioritizing sustainable growth in Japan, China and the 
U.S.

https://www.youtube.com/watch?v=G0cWrBfm_-o
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