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THE GREAT INNOVATORS 

Billy Durant: Greasing Detroit's Wheels

Ditching buggies for Buicks, the General Motors founder changed America's landscape and shaped the modern corporation

As part of its anniversary celebration, BusinessWeek is presenting a series of weekly profiles of the greatest innovators of the past 75 years. Some made their mark in science or technology, others in management, finance, marketing, or government. In late September, 2004, BusinessWeek will publish a special commemorative issue on Innovation.
Everyone knows Detroit builds cars the way it does because of Henry Ford's introduction of the assembly line. But who remembers -- or even knew, for that matter -- that Detroit sells cars the way it does because of Billy Durant? 

William Crapo Durant, a fellow Michigan native and archrival of Ford's, is best known for founding General Motors (GM) in 1908. But perhaps even more important, he introduced two concepts that have come to define the automobile industry: customer choice and industry consolidation. 

Durant was the grandson of a former Michigan governor and member of a still-influential Flint family when he dropped out of high school in 1878 at age 17 to become a clerk in his grandfather's lumber mill. He soon became an entrepreneur and salesman, peddling patent medicine, cigars, and real estate. He eventually wound up, at age 24, as a partner in a thriving Flint insurance firm. 

RELUCTANT CONVERT.  He then entered the carriage business on a whim and with partner J. Dallas Dort built a company that by 1900 had become the largest producer of carts in the country. Flint, in fact, was the cart and buggy capital of the U.S. at the turn of the 20th century. The "Big Three" carriage makers, as they were known -- Durant-Dort, Flint Wagon Works, and W.A. Paterson -- all were based in the city and together produced more than 100,000 carriages, buggies, and carts annually. 

Two aspects of Durant's carriage business presaged his innovations at GM. First, he built a wide variety of models, including his flagship, the Famous Blue Line. He also produced the Eclipse, Standard, Victoria, Moline, and Diamond models. He even built a special model for California customers, the Poppy. Second, Durant bought up other carriage makers as far south as Atlanta and as far north as Toronto -- a strategy he later used in the auto industry. 

When Ford launched Ford Motor Co. (F) in 1903, however, Durant initially scoffed because he detested automobiles. The noisy, dangerous, unreliable vehicles were a fad, he argued. But then in August, 1904, a young Flint doctor named Herbert Hills invited Durant, his wife, and daughter for a ride in a car designed by David Buick, a Scottish immigrant living in Detroit. As Dr. Hills told the Flint News-Advertiser nearly 50 years later: "Durant kept firing questions at me about how the car ran and if I liked it or not. We didn't talk about anything else the whole time. Later Durant told me that drive had influenced his decision to become general manager of Buick." 

BAD PRESS.  Indeed, Durant saw his opportunity to enter the automobile business when Buick kept losing money on the car. He was welcomed as a financial savior and elected to the board of Buick Motor Co. 

Durant had an empty carriage factory in Jackson, Mich., which soon was running at full capacity producing Buicks. Within months, he started buying some of the hundreds of companies in the U.S. that were trying to manufacture cars. By 1907, he had conceived of a plan to control the entire industry. He was ready to acquire the nation's largest auto manufacturers and merge them with Buick: Reo, Ford, Maxwell, Chrysler, and Oldsmobile. 

Henry Ford agreed to sell at a steep price, but the deal collapsed because the bankers of the day, including J.P. Morgan, didn't believe in the future of automobiles. Still, Durant managed to purchase the Cadillac, Oldsmobile, Northway, and Oakland companies and combine them into General Motors, an organization the business press of the day nicknamed "Durant's Folly." 

RICHES TO RAGS.  In just two years, however, Durant's philosophy of wide customer choice had propelled GM past Ford and its founder's "one size fits all" style, best embodied in the Model T. In 1910, when GM produced the Cadillac, Buick, Elmore, Oakland, Cartercart, Rainer, Rapid, Reliance, and Randolph models, it showed a profit of more than $10 million, astounding in those days for an infant corporation. 

It turned out, however, that Durant's vision, salesmanship, and deal-making skills outstripped his managerial abilities. He lost control of GM to banking interests twice in the next 10 years, and in 1918 threw nearly $12 million of his own money into trying to prop up the stock. After leaving GM for a second and final time, Durant lost much of his $120 million fortune in the months after the Great Crash of 1929. He filed for bankruptcy in 1936, listing his debts at $814,000 and assets of $250 worth of clothes. 

Durant died in New York City at the age of 85 on Mar. 18, 1947 -- just a few weeks before the passing of his old rival, Henry Ford. As Durant's biographer, Lawrence Gustin, put it in Billy Durant: Creator of General Motors: "Unlike most of the pioneer automotive giants, Durant wasn't a back-shop tinkerer. While other men put automobiles together, he put organizations together, and he did it with dramatic flair." 

By Mike Brewster in New York

