
TOKYO: Nissan and Mitsubishi shares plunged
yesterday after chairman Carlos Ghosn was arrested
for alleged financial misconduct that reportedly
included exorbitantly priced houses and diverted
compensation. The two automakers have already said
they will propose removing Ghosn, and Renault —
which the titan also heads — said it would meet later
to discuss his fate.

The arrest of the superstar executive sent shock-
waves through the auto industry and beyond, and
Japanese officials scrambled to send reassuring mes-
sages about the stability of the three-firm alliance that
Ghosn oversaw. “Keeping a stable relationship (among
the companies) is important,” industry minister
Hiroshige Seko told reporters. “As the government, we
will do anything we can,” added Chief Cabinet
Secretary Yoshihide Suga, without elaborating.

It was a stark indictment on the legacy of the 64-
year-old, until now feted for his success in turning
around failing companies with hard-nosed tactics that
earned him the nickname “Le Cost Killer” in France. In
France, the government said it had found no evidence
Ghosn had cheated on his taxes there, though the alle-
gations levelled by Tokyo prosecutors did not include
any claim of tax evasion. A day after the astonishing
news of Ghosn’s arrest first emerged, there was vanish-
ingly little new information about his situation and no
official confirmation on his whereabouts.

However, sources confirmed he was being held at a
detention centre used by Tokyo prosecutors. Television
footage showed a van reportedly belonging to the
French embassy entering the compound yesterday.
Japanese prosecutors have said Ghosn is being held on
suspicion of under-reporting his income by around five
billion yen ($44.5 million) over five years. Nissan CEO
Hiroto Saikawa said a months-long investigation
prompted by a whistleblower had uncovered years of
financial wrongdoing, including the under-reporting of
his salary and misuse of company assets.

Public broadcaster NHK reported Nissan had pro-
vided Ghosn with houses in four countries “without any
legitimate business reason,” and that Nissan paid “huge
sums” for the homes in Rio de Janeiro, Beirut, Paris and
Amsterdam. Representative Director Greg Kelly, who
was also arrested yesterday with Ghosn, reportedly
ordered other executives to “hide salaries”, the Yomiuri
Shimbun said. It also reported that some compensation
due to other executives ended up going to Ghosn,
without specifying how the process had worked.

Local media reported prosecutors had negotiated a
plea bargain for only the second time since Japanese
law changed this year that would allow Nissan officials
who are cooperating to receive lesser charges or
lighter penalties. The massive scandal prompted Nissan
shares to plunge, closing down 5.45 percent in Tokyo,
while Mitsubishi had fallen 6.84 percent by the end of
the trading day.

‘It’s all about money’ 
As Ghosn’s once towering legacy unravelled, there

was no word from the auto boss or any of his represen-
tatives. Instead, his own handpicked successor as
Nissan CEO accused him of accruing too much power,
in a harshly worded news conference on Monday. “Too
much authority was given to one person in terms of
governance,” Saikawa told reporters at Nissan’s head-
quarters. “I have to say that this is a dark side of the
Ghosn era which lasted for a long time.”

It was an almost unthinkable turn of events for
Ghosn, who had earned a virtually unparalleled reputa-
tion, particularly in Japan, for his role in resurrecting
Nissan. Ghosn has dominated the country’s corporate
landscape, and is a well-known figure among the
Japanese public, who know him as “Mr Fix It”, partly
through a popular manga comic of his life story. But the
tables have now turned, with the Yomiuri Shimbun on
Tuesday describing executives at Nissan slamming
Ghosn as “greedy”. “He says the right things, but in the

end it’s all about money,” the daily quoted senior
employees as saying.

Nissan said the ongoing investigation had uncovered
years of misconduct by Ghosn and Kelly but refused to
be drawn on whether other people were involved, say-
ing only: “These two gentlemen are the masterminds,
that is definite.” The news sparked concern in France,
where the state owns a 15 percent stake in Renault.
President Emmanuel Macron said Paris would be

“extremely vigilant” about the stability of the firm and
its three-way tie-up. Despite his international renown
and rock-star status, particularly in Japan where he was
a rare foreign-born executive, Ghosn was not without
his detractors. He earned admiration but also anger for
his ruthless restructuring at firms like Nissan. And his
pay packet was regularly the subject of criticism,
including at Renault, where it sparked a spat with
shareholders. — AFP 
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Nissan shares continue plunge as
Ghosn faces ouster after arrest

TOKYO: Japan was shocked by
news that Nissan Motor Co Chairman
Carlos Ghosn, who was widely
respected for rescuing the car maker
from near bankruptcy, was arrested
on Monday for alleged financial mis-
conduct. Nissan said that Ghosn, who
is also chairman and CEO of Renault
and chairman of Mitsubishi Motors,
would be fired from his post as
Nissan chairman on Thursday.

What is Ghosn accused of?
Nissan CEO Hiroto Saikawa told a

packed press conference on Monday
night that the company had found
that Ghosn had been using corporate
money for personal purposes and
under-reporting his income for years
in official company filings to the
Tokyo Stock Exchange. Another
board member, Greg Kelly, was also
deeply involved in the misconduct,
Nissan said. Saikawa said he couldn’t
elaborate as the cases are being
investigated by prosecutors, who
have declined to comment.

Prosecutors said that Ghosn and
Kelly conspired to understate
Ghosn’s compensation over five years
starting in fiscal 2010 as being about
half of the actual 9.998 billion yen
($88.9 million). Public broadcaster
NHK said Nissan paid billions of yen
to buy and renovate homes for
Ghosn in Rio, Beirut, Paris and
Amsterdam, citing unnamed sources.
The properties had no business pur-
pose and were not listed as benefits
in TSE filings, NHK said.

Ghosn, 64, has not been formally
charged. The Asahi newspaper
reported that he and Kelly had sub-
mitted to prosecutors’ questions
after getting off a plane on Monday
afternoon at Tokyo’s Haneda Airport.
Saikawa confirmed they had been
arrested. Ghosn and Kelly have not
been seen since and their exact
whereabouts are not known.
Suspects are typically taken to the
Tokyo Detention Center, which is
linked to the Tokyo District Public
Prosecutors Office.

How did this come to light?
Nissan’s Saikawa said Ghosn’s

alleged improprieties came to light
through a whistleblower, after which
the company began an internal inves-
tigation and informed prosecutors.
Japanese media reports say the
informant is a member of Nissan’s
legal department. The Asahi reported,
without citing sources, that the
informant gave the prosecutors infor-

mation in a plea bargain, implying the
person may have provided evidence
in exchange for a lighter sentence.

How much control did Ghosn have?
After becoming CEO of a strug-

gling Nissan in 2001, Ghosn was
hailed as the automaker’s savior by
implementing an aggressive cost-
cutting plan. Known for his flair and
confidence, Ghosn won respect for
his business acumen and for shaking
up Nissan’s traditional corporate cul-
ture, which may have made it difficult
to hold him accountable. Ghosn
became CEO of Nissan partner
Renault in 2005, chairman of Nissan
of 2008 and chairman of Renault in
2009, giving him considerable sway
over both companies. On Monday,
Saikawa acknowledged that too
much power had been concentrated
in Ghosn. “Looking back, after 2005
when he became CEO of both
Renault and Nissan, we did not really
discuss the implications,” he said.
France’s finance minister Bruno Le
Maire said yesterday Ghosn should
not remain in charge of Renault after
his arrest in Japan.

How could he pull off this
alleged deception?

This is the big question. If the mis-
conduct continued for years, as
Saikawa said, analysts question how
this could have passed undetected
for so long, unless internal auditors
and senior management turned a
blind eye.

What’s next for Ghosn?
Under Japanese law, a suspect can

be detained by prosecutors for up to
20 days before being charged or
released. Tsutomu Nakamura, a for-
mer prosecutor at the Tokyo District
Public Prosecutors office, predicted
that Ghosn will be indicted on Friday,
Dec 7, the last working day before
that maximum period. Ghosn is
allowed access to a lawyer during his
time in detention.

If bail is granted, it would be
“exorbitant, in hundreds of millions of
yen,” or millions of dollars, Nakamura
said. But in major cases like this,
“often no bail is granted until after
the arraignment at the first court ses-
sion”. Falsifying corporate annual
reports, which Ghosn and Kelly are
accused of, carries a maximum
penalty of up to 10 years in prison
and/or a fine of up to 10 million yen,
under the Financial Instruments and
Exchange Act. — Reuters 

The arrest sent shockwaves through auto industry and beyond

What misconduct is 
Ghosn accused of, how
did it come to light?

TOKYO: This general view shows the Tokyo Detention House in Katsushika. Sources told AFP on November 20 that
Carlos Ghosn, one of the world’s most influential executives, was being held at the detention center in the capital
belonging to Tokyo prosecutors following his arrest the day before. — AFP 

Ghosn arrest
shakes France,
Japan alliance
TOKYO: Carlos Ghosn’s spectacular fall from
grace is seen by some as a stunning corporate
“coup d’etat” stoked by resentment at Japan’s
Nissan over a lopsided alliance with French car-
maker Renault. The chairman’s shock arrest over
alleged financial misconduct on Monday has
shaken the complex Franco-Japanese coalition
between Renault, Nissan and Mitsubishi and
could be taken as an opportunity for the
Japanese to rework it, commentators say. 

Resentment in the Tokyo press had already
been brewing over the structure of the alliance,
which they say gives French carmaker Renault
an undue share of the Japanese company’s prof-
its. And Nissan CEO Hiroto Saikawa unleashed a
surprising broadside against Ghosn and his
legacy as he announced the firm has been inves-
tigating the chairman’s misconduct. “The ten-
sions bubbling under the surface of the Renault-
Nissan-Mitsubishi alliance in recent years have
finally burst open in brutal fashion,” David
Fickling, a columnist at Bloomberg News, told
AFP. “From the perspective of Japan, the French
company could resemble a parasite attempting
to control its intrinsically stronger host. “The
question is whether this bloodshed will be
enough to tame the intra-group tensions.”

Japanese prosecutors have said Ghosn is
being held on suspicion of under-reporting his
income by around five billion yen ($44.5 million)
over five years. Corporate scandals are nothing
new in Japan, but rarely are disgraced execu-
tives accused of personal enrichment. Hans

Greimel, the Asia editor of Automotive News
said Saikawa was “leveraging this malfeasance
as an opportunity to take stronger oversight
over Nissan”.  “This clears the way for Saikawa
to put his own stamp on the company and blaze
a new direction,” he added.

‘Nissan wants to be independent’ 
Ghosn has long been a major player in the

car industry and is credited with resurrecting
the once-troubled Nissan, which he allied with
Mitsubishi and Renault. In the beginning, debt-
laden Nissan was the weak link but the manu-
facturer was reborn at the cost of severe
restructuring under the auspices of guru Ghosn.
Now its solid financial results are to thank for

significant contributions to its French counter-
part, which has reportedly caused Japanese
employees to fume. 

Renault currently owns 43 percent of
Nissan, while Nissan only owns 15 percent of
Renault. The divisions were accentuated in
2015, after the French state temporarily raised
its stake in Renault — a move that had revived
concern within Nissan. “This could be a coup
d’etat that had been planned in a bid to reject a
Renault-initiated business integration with
Nissan,” said Nobutaka Kazama, an expert on
corporate governance at Meiji University in
Tokyo. “I think the intention to remove Ghosn
and revise the alliance to one led by Nissan is
clearly in the works.” — AFP 

YOKOHAMA: Nissan Motors CEO Hiroto Saikawa (R) bows at the end of a press conference at
the company’s headquarters. — AFP 

Star to fallen idol: The rise
and fall of Carlos Ghosn
TOKYO: Carlos Ghosn’s status as an outsider in Japan brought him
huge success, as his maverick style blew a gale through a musty corpo-
rate world, but his disregard of business norms may ultimately prove his
undoing. The man so embraced as the savior of a once-stumbling firm
that his life was made into an inspiring manga comic was under arrest
and facing allegations of financial misconduct — including under-
reporting his huge salary. The companies he rescued — Nissan and
Mitsubishi — looked set to dump him as chairman and his legacy as a
boardroom savior lay in tatters. Until this week’s dramatic events, the
storyline had been one of almost unbounded optimism. “Ghosn is likely
the most successful foreign chairman in Japan,” said Kosuke Sato, a sen-
ior economist at the Japan Research Institute. “What he did was
unprecedented in Japanese corporate history.” But that narrative was
rapidly unraveling by Monday evening.

At a news conference hours after Ghosn’s arrest his hand-picked suc-
cessor as Nissan CEO offered a revisionist history that minimized the role
played by the Brazil-born executive in the automaker’s turnaround. Hiroto
Saikawa also referred to the “dark side” of Ghosn’s tenure, suggesting he
had accrued too much power and had become far removed from the daily
operations of the firm. And he pointedly declined to offer the deep bow of
apology that has become a standard part of any press conference involv-
ing a Japanese company acknowledging misdeeds by staff.

Ghosn ‘made enemies’ 
Japan’s media, who once feted Ghosn for his role in resurrecting

Nissan and reviving the country’s auto industry, also pounced. The finan-
cial Nikkei daily noted he had failed to cut short his holiday when an
inspection scandal at Nissan broke in 2017, and the Yomiuri Shimbun
described Nissan executives calling Ghosn “greedy”. “He says the right
things, but in the end it’s all about money,” the daily quoted employees as

saying. Corporate scandals are nothing new in Japan, but a case appar-
ently centered on personal enrichment has left a bitter taste. “Ghosn is a
victim of his own hubris and success,” said Jeff Kingston, director of
Asian Studies at Temple University Japan. “He was lionized for bursting
through Japan’s fusty corporate culture, taking no prisoners, and now he
is paying the price.

“He trampled on Japanese cultural norms with his flamboyant glory-
hogging ways, and his massive compensation incited jealousies and invit-
ed retaliation,” he told AFP. His salary was enormous by Japanese stan-
dards and drew criticism even at the government level in France. “He cer-
tainly made enemies and was envied in the Japanese establishment
because in a sense he breached the norms of CEO compensation,” said
Robert Dujarric, director of the Institute of Contemporary Asian Studies
at Temple University Japan. “Ghosn also had a CEO lifestyle. The major
Japanese bosses are more discreet,” he added. — AFP 

TOKYO: Men walk past a screen showing a news programme fea-
turing Nissan chairman Carlos Ghosn. — AFP 


