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		AUTHOR’S NOTE

		[image: ]

		When I first started covering Ford Motor Company for the Detroit News in 2005, the automaker was fighting for its life. I had no idea whether Ford would win or lose, but I knew it would be a great story either way—the end of an American icon, or its salvation. For the sake of Ford’s employees, its investors, its dealers, the communities it operated in, and the nation itself, I hoped it would succeed. But I would write its story either way.

		With that in mind, I kept careful notes from each of the hundreds of interviews I conducted over the next five years. As the Ford beat reporter at the Detroit News, I had a front-row seat for most of the events chronicled in this narrative. But I also knew there was much more to this story than had ever been told. When the time came to finally write the Ford story in its entirety, I knew that I would have to conduct many more interviews.

		Once it was clear that the company had pulled off one of the most amazing turnarounds in history, I contacted Executive Chairman Bill Ford Jr. and Chief Executive Officer Alan Mulally and told them about my plan to write a book chronicling their epic achievement. I told them that I believed it was a fundamentally positive story that would be that much more compelling if it was told truthfully and in its entirety. To their credit both men agreed, offering Ford’s full cooperation with this project. I promised them nothing in return but fairness and accuracy.

		Over the next year, I conducted more than a hundred interviews with players large and small in this drama. Many of these were conducted in person, and many lasted for several hours. All of them were conducted with the understanding that I could use any information discussed, provided that I did not attribute it to a particular source. This anonymity was necessary because many of the men and women I interviewed were still employed by Ford Motor Company and were only willing to speak frankly if such protection was guaranteed. “Where direct quotes appear, they are excerpted from previously published material. The final chapter is the exception to these rules. I wanted to give Alan Mulally an opportunity to speak directly to you, the reader, and share his thoughts about the events described herein.

		With the help of the men and women I interviewed, I have reconstructed relevant dialogue wherever possible. This was done with the utmost care. When dialogue appears in quotes, the wording comes from the speaker, from another participant in that conversation, from contemporaneous notes, or from a transcript. Dialogue that does not appear in quotes is paraphrased or reflects the inability of the participants to remember the exact wording. “Where the specific thoughts of an individual are rendered in italics, they come directly from that person or from someone he or she shared those thoughts with at the time.

		In the few cases where participants disagreed about the events described in this book, I have done my best to resolve those discrepancies by relying on primary source material. Many of the people I interviewed for this book shared their personal notes, calendars, and other documentary information. My research also benefited from a wealth of primary source material from Ford itself. I was given access to “top secret” company documents, internal memos, and archives. This level of access has never been granted to any other author or reporter. Much has been written about Ford’s turnaround and the fall and rise of the U.S. automobile industry in general. The information in this book in some cases contradicts what has already been published. When it does, the reader can be certain that I have rigorously relied on this documentary evidence to establish the facts.
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		Prologue

		On September 5, 2006, I followed a public relations executive backstage at the media center inside Ford Motor Company’s world headquarters in Dearborn, Michigan. My minder knocked, stuck his head in the side door, and waved my colleague, Detroit News columnist Daniel Howes, and me through. Inside, the great-grandson of Henry Ford was smiling like a lottery winner. Bill Ford Jr. had just resigned as the automaker’s chief executive officer.

		“You look happy,” Howes observed as Ford took a long swig from a bottle of water handed to him by an aide. Ford laughed.

		“You have no idea!” he exclaimed as the world’s automotive press shouted into cellphones and pounded away at laptops on the other side of the curtain. “My wife is happy! My kids are happy! I’m happy!”

		The man standing next to him was also smiling as he pumped my hand and slapped my shoulder. A few minutes before, Alan Mulally had become Ford’s new CEO.

		“Doesn’t it worry you that the man who you’re replacing is doing the I’m-going-to-Disneyland dance?” I asked Mulally.

		He flashed what would soon become his trademark grin.

		“You don’t know much about me yet, Bryce, but let me just tell you one thing,” Mulally said. “No matter how bad Ford Motor Company’s problems are today, they aren’t as bad as Boeing’s were on September 12, 2001.”

		The lanky, gingerbread-haired Kansan was president of the Boeing Company’s commercial aviation division. And though few outside the upper echelons of corporate America had heard of him, Mulally was already famous in business circles for having saved the aircraft manufacturer from collapse after the terrorist attacks on New York and Washington five years earlier prompted most of the world’s airlines to cancel their orders for new planes. Now, Bill Ford was asking him to save another American icon.

		Ford may have been the company that put the world on wheels, invented the moving assembly line, and created the industrial middle class, but its glory days were long past. Together with General Motors Corporation and Chrysler Corporation, it had been a powerful engine of prosperity in postwar America. For half a century, from the 1920s to the 1970s, Detroit’s Big Three dominated the U.S. automobile market, accounting for five of every six vehicles sold in the country. That market was still the largest in the world, but their share of it had been declining for decades. During the boom years of the 1950s and 1960s, American automakers had grown fat and complacent as new competitors emerged in Europe and Asia, studied their methods, and figured out how to beat them at their own game. That era of easy profit created a culture of entitlement in Detroit that afflicted management and labor alike—inflating salaries, wages, and benefits until they became the envy of the world. Success was viewed as a birthright, not something that had to be fought for and won. As the Big Three’s share of the market had shrunk, they had not. At least not fast enough. They all had too many factories, too many workers, and too many dealers. Generous union contracts negotiated in better times had created enormous legacy costs that their foreign rivals did not have to bear. And none of the American companies had the stomach for the radical reforms that were now necessary just to stay in business. Wall Street had begun a deathwatch, waiting to see which of the Big Three would fail first. Most of the money was on Ford, which had become infamous for lackluster designs, poor quality, and managerial infighting.

		Five years before, Bill Ford had taken charge of the company and tried to salvage what was left of its name and his. For a while, it seemed like he might succeed. Quality started to improve. Ford became the first American automaker to bring a hybrid to market. And a few of its products had begun to win praise from critics. But consumers remained wary. Too many of them had bought Fords in the past and were not going to make the same mistake again. Meanwhile, rising gasoline prices were scaring those customers who were left away from the big trucks and sport utility vehicles that were the source of most of Ford’s profits. At the same time, Ford found himself unable to overcome an entrenched, careerist culture that resisted all change and put individual advancement ahead of corporate success. In their dark-paneled offices, executives plotted ways to undermine one another’s efforts, while on the factory floor, union bosses jealously defended their members’ rich benefits and scoffed at attempts to boost productivity. A year earlier, Ford had tapped Mark Fields, president of the company’s more successful European division, to lead a restructuring of its core North American automotive business. Fields put together a bold plan to cut the business back to profitability by shuttering factories and slashing jobs. But it was not bold enough. The company was still hemorrhaging money and market share and seemed unable to stanch the bleeding. Japan’s Toyota Motor Corporation had just outsold Ford in the United States for the first time.

		When Bill Ford took over as CEO in 2001, he had promised that the company would be making $7 billion by 2006. Instead, it was about to post a loss of nearly $6 billion for the third quarter alone—the company’s worst quarterly result in more than fourteen years. Investors were losing patience. Once a blue-chip stock, Ford’s shares were now trading in the single digits, and its debt had fallen deep into junk bond territory. Analysts had begun to whisper the word bankruptcy.

		GM and Chrysler had many of the same problems, but most on Wall Street believed those companies were in a better position to address them. The prevailing view was that GM would save itself by better utilizing its immense global assets, while Chrysler’s 1998 alliance with German automaker Daimler-Benz AG seemed to offer a different way out of the mess the American automobile industry had become. The analysts had crunched the numbers and concluded that Ford would run out of road first.

		But no one had factored in Alan Mulally.

		In less than three years, both GM and Chrysler would be bankrupt, and a resurgent Ford would wow Wall Street with quarter after quarter of profits at a time when most companies were still reeling from the worst economic crisis since the Great Depression. Mulally would be heralded as the architect of one of the greatest turnarounds in business history.

		But none of it would come easy. Mulally would have to weld Ford’s disparate regional divisions into a single, global operation and take a sledgehammer to the ossified fiefdoms that had divided the company for decades. And Ford would be forced to mortgage everything—right down to the Blue Oval itself—to secure the financing necessary to fund Mulally’s revolution.

		“I was right—Ford’s problems weren’t as bad as Boeing’s,” Mulally would later confide in me. “They were much, much worse.”

	
		CHAPTER 1
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The House That Henry Built

		
			Business men go down with their businesses because they like the old way so well they cannot bring themselves to change. One sees them all about—men who do not know that yesterday is past, and who woke up this morning with their last year’s ideas.

			—HENRY FORD

		

		While many of Ford Motor Company’s problems were shared by the rest of Detroit, the Dearborn automaker also faced some challenges all its own. Ford’s woes had not begun with the arrival of the Japanese in the 1960s or the oil crises of the 1970s. The company had been struggling with itself since Henry Ford started it on June 16, 1903. It invested massively in game-changing products, and then did nothing to keep them competitive. It allowed cults of personality to form around larger-than-life leaders, but drove away the talent needed to support them. And it allowed a caustic corporate culture to eat away at the company from the inside. These were birth defects that could be traced back to the automaker’s earliest days. Henry Ford liked to boast that he had created the modern world. In many ways, he had. But he also created a company that was its own worst enemy.

		Henry Ford began that company with a simple vision: “I will build a car for the great multitude. It will be large enough for the family, but small enough for the individual to run and care for. It will be constructed of the best materials, by the best men to be hired, after the simplest designs that modern engineering can devise. But it will be so low in price that no man making a good salary will be unable to own one—and enjoy with his family the blessing of hours of pleasure in God’s great open spaces.”

		Ford made good on that promise with his Model T, a simple, reliable, no-nonsense car that transformed the automobile from a rich man’s toy into a means of transportation for the masses.* When the Model T went on sale on October 1, 1908, most cars cost a small fortune. It started at $850—less than $20,000 in today’s money. “Even You Can Afford a Ford,” the company’s billboards proclaimed. But Ford did not stop there.

		As demand for these Tin Lizzies grew, the pioneering manufacturer began building them on the world’s first moving assembly lines. This cut the average time it took to produce a Ford from thirteen hours to just ninety minutes. But workers got bored on Ford’s assembly lines, and turnover was high. So, in January 1914, the company stunned the world by announcing that it would pay workers $5 a day. It was more than twice what most other laborers made at the time. As news spread, tens of thousands of men—particularly in the underdeveloped South—threw down their picks and hoes and headed for Detroit. Ford’s $5-a-day wage sparked one of the largest economic migrations since the California Gold Rush and created the industrial middle class. As Henry Ford would later boast, it also made his workers as reliable as his machines. Mass production allowed Ford to cut costs and boost efficiency. He passed the savings on to consumers and made his money on the added volume. Henry Ford claimed that every dollar he shaved off the price of his car bought him a thousand new customers. By 1925, the price of a Model T had dropped to $260—just over $3,000 today—and Ford was making more than 1.6 million of them a year.

		It was an impressive figure for the time, but it was nearly 200,000 fewer than the company was making just two years before. Despite the massive price cuts, sales of the Model T were slumping. So was Ford’s share of the market, which peaked in 1921 at 61.5 percent. Other automakers, like General Motors, were regularly introducing new models—each one an improvement over its predecessor. The Model T had seen few updates. It was old technology, yet Henry Ford stubbornly refused to begin work on a replacement. He thought it was all the automobile the average person needed. When his engineers began work on a new prototype anyway, Ford destroyed it with a sledgehammer. But Ford’s dealers were clamoring for something new. So was his son, Edsel. By the time Ford finally began work on his new Model A in 1927, demand had fallen so dramatically that he was forced to close his factories and lay off 60,000 workers.

		As Ford retooled, General Motors passed it to become the largest automaker in the world. Many thought Ford was finished. But on November 28, 1927, people all over America waited in line for hours outside dealerships for a glimpse of the first new Ford in twenty years. It did not seem to matter that the only thing inside most of the stores was a cardboard cutout. By the end of the day, more than 10 million people—10 percent of the U.S. population—had seen the Model A. It combined the Model T’s practicality with something entirely new to Ford customers: style. Thousands placed orders on the spot. Ford’s factories surged back to life, unable to keep up with the unprecedented demand for its new car.

		Within two years, the company had sold more than 2 million Model A’s and its share of the domestic market doubled. Yet once again, Henry Ford rested on the laurels of his phenomenal success as his competitors continued to improve their offerings. The next new Ford would not arrive in showrooms until 1932. By then, other manufacturers were introducing new models every year, and Ford was losing money. Fortunately for the Dearborn automaker, its new flathead V-8 motor was another innovative hit. But Ford would not really begin to diversify its product lineup until after World War II, and even then it would continue to make the same mistake with products like the Thunderbird and the Mustang.

		By the 1980s, Ford was fighting for its life once again—this time against new competitors from Japan. Ford and the other Detroit automakers had been ceding sales to the import brands for a decade, and many doubted whether the Big Three would be able to mount a counterattack. Then Ford stunned the automotive world with the most radical new design in years. In 1985, it unveiled the Ford Taurus, a streamlined sedan with rounded corners that featured the tighter suspension and precise steering more typical of European automobiles. Critics said it looked like a jellybean, but it was a hit with consumers and pushed Ford’s profits past GM’s. The Taurus was so successful that General Motors and Chrysler were soon copying Ford’s aerodynamic design, as were the Japanese.

		For a while, it seemed like Ford might finally have learned its lesson. It introduced an upgraded version of the Taurus in 1992 that was even better than the original. The Taurus became the bestselling car in America, seizing that title from the Honda Accord. But Ford’s investment in the popular sedan soon petered out. In 1997, Toyota’s Camry claimed its crown, and the Taurus was soon relegated to rental car fleets. “When production finally stopped in 2006, few even noticed.
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		Ford’s overreliance on a single product was surpassed only by its overreliance on a single man. In the beginning, that man was Henry Ford. Instead of leading a team of managers, Ford preferred to rule his industrial empire like a potentate. He had a good eye for talent and initially tried to fill his court with able executives, but he often drove them away once they began to exert significant influence over his organization. Ford was even unwilling to share power with his own son. Edsel Ford replaced his father as the company’s president after the family bought out the other investors in 1919, and he held that position until his death in 1943. But Henry Ford still made all the decisions, large and small, often countermanding any orders his son tried to give. He even rehired men Edsel had fired.

		Though Henry Ford did not create Ford Motor Company by himself, he often acted as though he had. James Couzens, the company’s first general manager, played the prudent businessman to his mad inventor—at least until he resigned in 1915.

		“Mr. Couzens said that, while he was willing to work with Mr. Ford, he could no longer work for him,” wrote another early Ford executive, Charles Sorensen. “The paradox is that but for Couzens and his organization and domination of sales and finance Ford Motor Company would not have lasted long.”

		William Knudsen, a manufacturing prodigy who helped orchestrate the company’s shift to mass production, was also driven away—right into the arms of General Motors. There he became head of Chevrolet, leading it past Ford in factory output by 1931.

		“Mr. Knudsen was too strong for me to handle,” Henry Ford later conceded. “You see, this is my business. I built it, and as long as I live, I propose to run it the way I want it run.”

		Instead of capable executives with their own ideas, Ford preferred to surround himself with yes-men and hired guns like Harry Bennett, the éminence grise with reputed underworld connections whom he hired to keep order at the River Rouge factory complex. Bennett was quickly promoted to chief of the Ford Service Department, which under his leadership grew into the largest private police force in the world. Men like Bennett fostered an enduring culture of intrigue and backstabbing among Ford’s senior leadership. Employees lived in fear of being fired by capricious managers and thought carefully before answering questions to make sure they gave the expected response, even if it was wrong.

		By the 1930s, Ford had become “a dark, almost gothic place, with a shadowy administration, activities shrouded in mystery, and a roster of dubious characters running rampant on the premises,” in the words of historian Douglas Brinkley, who also noted the absence of any real corporate structure at the company. “Henry Ford had preferred to receive reports on his company anecdotally, even through espionage, rather than in the numeric rationale of accounting.”

		The Flivver King, as Ford became known, ran his dominion by instinct and intuition.* The only way anyone in Dearborn knew how much cash the company had was by looking at its bank statements. Ford actually figured out how much money to set aside for accounts payable each month by weighing its bills on a scale. That might have worked for an automotive start-up, but it had long since become a liability—one the U.S. government was not willing to tolerate in a company that, in the 1940s, became a vital contributor to its “Arsenal of Democracy.”

		As Ford’s factories retooled to produce the bombers and jeeps that would help win World War II, the War Department worried about leaving these essential industries in the hands of such a mismanaged corporation. Washington seriously considered taking over the company after Edsel, whom most outsiders viewed as the lone voice of reason inside Ford, died in 1943. Instead, the navy ordered Edsel’s son, Lieutenant Henry Ford II, to resign his commission and report for duty in Dearborn. The elder Ford initially tried to prevent his grandson from exercising any real authority, just as he had done with Edsel. But in September 1945, the increasingly enfeebled patriarch was finally persuaded to cede control of the company to his namesake.

		Though young and inexperienced, Henry Ford II understood that fundamental changes were needed at the automaker—and needed fast. He personally fired Bennett and the rest of his grandfather’s henchmen, replacing them with real businessmen like Ernie Breech, whom he lured away from the far more sophisticated General Motors, and a group of management savants from the Army Air Forces, the legendary Whiz Kids. Together they created a modern corporate structure and instituted disciplined business practices that soon became a model for other companies. At the same time, Ford’s new boss ordered his managers to begin treating their employees and one another with respect. He promised that the truth would no longer be punished and encouraged a new openness with the outside world as well. But it did not last. As Henry Ford II grew more confident in his own abilities, he also became more jealous of his position as head of the company. Hank the Deuce, as he was soon nicknamed, began to pit one executive against another. Ford’s managers began to worry more about their own careers than the success of the company.

		“Henry Ford II’s imperial style led to impulsive decisions from which there was no appeal and to a continual shuffling of the executive deck chairs,” wrote journalist Alex Taylor III, who began covering Ford in the 1970s. “The sharp-elbowed company politics were embedded in Ford culture. Old Henry Ford and his thuggish subordinate Harry Bennett had instilled a rule of fear in the 1920s and 1930s that never entirely vanished.… Even into the 1980s, executives worried about wiretaps and electronic listening devices that would allow their conversations to be overheard. Unlike at GM, it was rare for Ford executives to hang on to their jobs until retirement; almost everyone was vulnerable to being toppled. The Dearborn company became known as a place where tough guys win.”

		No one was tougher than Lee Iacocca, the marketing genius who was promoted to president in 1970 after his Mustang revived America’s love affair with Ford. But Iacocca created his own cult of personality that threatened to divide the company into warring camps. Henry Ford II began to see Iacocca as a threat to his own authority and fired him in 1978 after learning that he had contacted board members behind Ford’s back in an effort to protect his position. Iacocca went on to save Chrysler—at least for a while.

		Just when it seemed like the corporate intrigue at Ford was reaching new heights, Hank the Deuce announced that he was retiring. In 1980, he turned the company over to Philip Caldwell, a far more reserved Ford executive who would become the first non-Ford to serve as the company’s chairman and CEO. For a time, it seemed as if Ford might become just another boring bureaucracy, like General Motors. But Caldwell’s successor, Donald Petersen, quickly ran afoul of a new generation of Fords. Petersen resented the easy ascension of Edsel Ford II and William Clay Ford Jr. to the company’s board of directors in 1988 and refused to appoint either of them to a board committee.

		“I’m not a caretaker for anybody,” he told Fortune magazine at the time. “I admire the fact that [Edsel and Bill] are trying very hard to go as far as they can. But being a Ford does not give them a leg up. The principle we must operate on is that selection to top management is based solely on merit.”

		Petersen spent the next two years trying to hold his ground, but it was a battle he could not win as long the Ford family maintained controlling interest in the company. He resigned in 1990, just as the automaker was entering its most profitable decade ever.
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		I once asked a Toyota executive if there was anything he admired about Ford Motor Company.

		“Yes,” he said after reflecting for a moment. “Their ability to overcome adversity.”

		The company may have been unable to learn from its mistakes, but Ford was a survivor. It was the Rocky Balboa of the automobile industry—at its best when it was against the ropes. It could take punches and come back swinging. Every time someone wrote Ford off, there it was back in the center of the ring with its gloved hand thrust into the air. But it could not handle success. Like the fictional fighter, Ford kept falling back into its old habits, growing soft and complacent once the danger had passed.

		The crisis that Ford faced in 2006 was just the latest in a series of financial disasters that had befallen the company over the past 103 years. The first time Ford almost went out of business was in 1920. Henry Ford loathed debt, but he buried himself under a mountain of it to buy out his early investors in 1919—just as America was slipping into a depression. Inflation was rampant in the wake of World War I, and the company’s sales were suffering. But Ford was still spending big on his mammoth manufacturing complex then under construction on Dearborn’s River Rouge. As the end of the year approached, Ford had only $20 million in cash and was facing obligations of $58 million in the first four months of 1921 alone. Henry Ford closed his main factory, sacked a quarter of his workers, and sold off their equipment. He took the 125,000 Model Ts sitting outside his plants, loaded them on trains, and began shipping them to dealers along with demands for immediate payment. Until then, dealers paid for cars as they sold them. Not anymore. It was all perfectly legal, thanks to some very fine print in their contracts. By April 1921, Ford had more than $87 million in the bank. The company not only had enough money to stay in business, but also was able to slash prices and surge ahead once the nation’s economy began to recover. By the end of the year, Ford was selling more cars than ever before and controlled more than 61 percent of the market.

		Eight years later, the world was plunging into an even greater depression. Henry Ford tried to turn back the tide with his own economic stimulus program. Despite declining demand for automobiles, he offered his workers raises—an extra buck a day to spur spending—and dropped the price of his cars to make them easier for cash-strapped consumers to afford. As his competitors’ factories sputtered or closed down altogether, Ford’s continued to hum. But by 1931, the U.S. car market had shrunk by two-thirds, and even Henry Ford was forced to halt production of his Model A. He closed twenty-five factories, axed 75,000 workers, and even took back the raises of those who remained. As before, these austerity measures allowed Ford to survive, but the company lost $120 million between 1930 and 1933. General Motors, which had not hesitated to cut production and kick its workers to the curb, made it through the Great Depression without losing a cent.

		Ford prospered with the rest of the country during the postwar boom, but the U.S. automobile industry was in serious trouble by the 1970s. Ralph Nader’s Unsafe at Any Speed had destroyed the mystique that surrounded the American automobile—and American automakers—since the days of the Model T. It also helped usher in a new era of government regulation in the United States. Along with the other U.S. car companies, Ford was ordered to make its vehicles safer and reduce tailpipe emissions. Like the others, it tried to pass the cost of these expensive mandates on to consumers, even as America’s defeat in Vietnam sent the nation into a recession. As sticker prices began to rise, so did the cost of gasoline. Consumers began searching for cheaper, more fuel-efficient alternatives to Detroit’s land yachts.

		They found them in the cute compacts that had begun arriving from Japan a few years earlier. Americans started buying imports for their low price and superior fuel economy but soon discovered they were also a lot more reliable than many of the vehicles Ford and the other domestic automakers were producing.

		“I frankly don’t see how we’re going to meet the foreign competition,” Henry Ford II warned after the company’s shareholders meeting in 1971. “We may be a service nation someday.”

		After the 1973 oil crisis, the U.S. Congress imposed tough new regulations on automakers, aimed at improving fuel economy. Complying was easy for the Japanese, who were already making the most fuel-efficient cars on the road. But the rules required American automakers to make major investments in new products and new technology.

		Then, just when it seemed like things could not possibly get any worse for the Big Three, the 1979 Iranian Revolution sparked a second oil crisis. Those high-mileage Japanese compacts looked more attractive than ever to the motorists stuck in the long lines that soon formed around service stations across the United States.

		The 1970s were nothing short of apocalyptic for Detroit’s car companies. But for Ford, these challenges were just the beginning of its woes. After reports began to surface of fiery crashes involving its import-fighting Ford Pinto, the automaker was hit by a wave of expensive lawsuits. The company was even charged with murder when three teenage girls burned to death after their Pinto was rear-ended on an Indiana highway in 1978. Meanwhile, other Ford vehicles were being blamed for more than a hundred deaths and nearly 2,000 injuries caused by faulty transmissions. By the end of the decade, Ford’s products were widely regarded as the worst on the road. After posting a record profit of $906 million in 1972, the company went into a nosedive that culminated in a $1.4 billion loss in 1980. That was almost as much as Chrysler lost that year, and Chrysler was on taxpayer-funded life support.

		Fortuitously, a conservative Henry Ford II had stashed away billions before stepping down as CEO in 1979. When he gave up the chairman’s job a year later, the automaker was left without a Ford in the driver’s seat for the first time ever.* But this money, along with yet another round of mass layoffs and plant closings, kept the lights on in Dearborn. So did Caldwell, Petersen, and a new generation of executives, who made quality Job One again, negotiated the first concessionary contract with the United Auto Workers, and invested in new products like the Taurus. By 1983, Ford was back in the black with a new record profit of $1.8 billion. By 1986, it was making more money than General Motors. By 1987, it was making more than all of the Japanese and European carmakers combined.

		By the mid-1990s, it seemed like all of Detroit’s sins had been forgiven. Gasoline prices were plummeting. Adjusted for inflation, they were now at an all-time low in the United States. Suddenly, big was back. All across suburbia, Americans began trading in their family sedans for truck-based sport utility vehicles. What had until then been niche products for ranchers and other outdoorsy types suddenly became, in the words of veteran auto reporter Paul Ingrassia, “the perfect complement to a Patagonia windbreaker: a fashion statement, the sports car substitute for soccer moms.”

		Ford responded to the emerging trend with the Explorer. Launched in 1990, it took only a few months to become the bestselling SUV in the world—and one of the biggest moneymakers in the company’s history. By 1995, Ford was selling more trucks than cars.* In 1997, it introduced the Expedition, an even bigger SUV that generated even bigger profits. Two years later, the company trumped that with the Excursion, an SUV so big that it could not fit in many standard car washes. Or garages. One of the first was sold to a Texas woman who returned to the dealership the next day with the roof peeled back like a sardine tin. The salesman asked if she would like a smaller model, but she insisted on another Excursion and said she would get a bigger garage instead. Environmentalists were less enthusiastic about the gas-guzzling behemoths. Ford, which now had the worst fleet fuel-economy average of any major automaker, was attacked by groups such as the Sierra Club. It suggested the automaker call its new SUV the “Ford Valdez” instead, in homage to the coastline-defiling Exxon oil tanker. But with so much money rolling in, it was easy to ignore the criticism.

		Ford’s SUV factories, like those of General Motors and Chrysler, had become private mints. They were so profitable that Ford often flew parts in by helicopter when supplies ran low, rather than waste time sending them by truck. Nor did the Big Three have to share their windfall. For the first time in decades, the Japanese were nowhere in sight. They were slow to appreciate the importance of this new segment and would need years to develop credible offerings. In fact, as Detroit cashed in on the SUV craze, its Japanese competitors were struggling to cope with a rising yen that ate into their margins and forced them to raise prices, making their cars even less attractive to consumers now obsessed with trucks.

		In 1998, Ford posted a stunning profit of more than $22 billion. It was the most money any automaker had ever made. A big chunk of that came from the spin-off of Associates First Capital Corporation, a financial services company Ford had purchased from Gulf+Western in 1989. But even without that boost, it finished 1999 with earnings of $7.2 billion.
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		As the automaker tried to figure out how to spend all that cash, its founder’s heirs were trying to figure out how to put the Ford back in Ford Motor Company.

		Though Ford had been publicly traded since 1956, it was still controlled by the Ford family, thanks to some arcane financial prestidigitation. Once Henry Ford wrested control of the company from his original partners, he was determined to keep it in the family. Ford was always afraid that the big banks would somehow find a way to steal the business away from him. The best way to protect the company was to keep it private. But Ford later discovered something he feared more than Wall Street: inheritance taxes. In 1936, he established the Ford Foundation and arranged for most of the company’s shares to be transferred to the charity when he died, which he did eleven years later. By 1955, the foundation had become one of the most important philanthropic organizations in the world, a major international force in its own right. The Ford Foundation saw little value in maintaining its ties to the Dearborn automaker and informed Henry Ford II that it intended to sell its shares.* Hank the Deuce could not prevent the move, but his bankers did manage to set up a unique ownership structure that created two classes of shares: Class A, which would trade publicly on the New York Stock Exchange, and Class B, which would be owned exclusively by the Ford family. No matter how many shares of Class A stock were issued, these Class B shares would always wield 40 percent of the voting power.† That gave the family enough votes to veto any decision—or elect a chairman.

		At the end of the 1990s, the chairman the family had in mind was William Clay Ford Jr. Known as Billy to the rest of the family and Bill to most of Detroit, his roots in the automobile industry ran deep, even for a Ford. His father, William Clay Ford Sr., was the youngest of Edsel Ford’s four children. His mother, Martha Firestone, was the granddaughter of Harvey Firestone, the founder of Firestone Tire & Rubber Company, which had pioneered the mass production of tires and supplied them for Ford’s Model T.

		The dimple-chinned Bill Ford looked nothing like his gaunt great-grandfather, Henry. He more resembled his softer and better-fed uncle, Hank the Deuce. The first thing most people noticed about the young Ford, besides his bright blue eyes, was his quick intellect and easygoing demeanor. He was personable, quick to smile, and possessed a self-deprecating sense of humor that was entirely unexpected in a man of such means.

		Born in Detroit in 1957, Bill grew up in the posh enclave of Grosse Pointe Shores alongside Lake St. Clair. His father was a member of Ford’s board of directors and served as vice president and general manager of the company’s Continental Division. Bill grew up listening to discussions around the breakfast table about the company and the car business. But by the time he was in grade school, his father’s real passion had become football. William Clay Ford Sr. purchased the local National Football League franchise, the Detroit Lions, in 1963. The team rarely won, but it was not for want of trying. The elder Ford was fiercely competitive, and he tried to instill that same spirit in Bill and his three sisters.

		“Everything we did in our house was hypercompetitive,” Bill Ford would later recall, describing how cards and trivia games became contact sports in the Ford household. “The most innocent after-dinner game became cutthroat. There were no gracious winners and no good losers.”

		Bill grew up surrounded by wealth and power. The family would winter at their home at Smoke Tree Ranch in Palm Springs, California. There the young Ford would wave at Walt Disney, who had a place down the street, and wait for his father to return from a round of golf with Uncle Frank—Sinatra, that is. But Ford pushed beyond the comfortable confines of his privileged childhood. He played hockey in a youth league in the blue-collar community of St. Clair Shores—often facing off against kids whose fathers toiled in Ford’s factories. He inherited his great-grandfather’s love of the great outdoors. Ford’s fondest childhood memories were of summers spent at Fontinalis, a private fishing club in northern Michigan where he spent his days casting for trout along the banks of the Sturgeon River.

		Like his father and grandfather, Bill Ford attended the prestigious Hotchkiss School in Connecticut, where he could study in the Edsel B. Ford Library or rush the net on the William Clay Ford Tennis Courts. Bill preferred football and hockey, but his sense of family history was strong. It was hard to miss growing up in southeast Michigan, where the Fords were regarded as American royalty. In Detroit, the names of Bill’s ancestors adorned not just tennis courts and libraries, but also hospitals, freeways, and, of course, automobiles.

		After graduation, his father handed him the keys to a one-of-a-kind metallic green Ford Mustang and sent him to Princeton, where Bill Ford wrote his senior thesis on Henry Ford’s relations with the UAW. In college, Ford threw himself into the even tougher sport of rugby with a fearlessness some found almost frightening. By the time he graduated, he had broken several bones. Ford slapped a bumper sticker on his Mustang that read, “In rugby there are no winners, only survivors.” But he also studied Eastern mysticism and philosophy, while at the same time managing to get himself elected president of the Ivy Club.

		After earning a degree in history from Princeton in 1979, Ford decided to go to work for his great-grandfather’s company—the one that made cars, not tires. He wanted to prove himself and was eager to be judged on his own merits, so he showed up for his first day as a product planning analyst with the name William Clay printed on his identification badge. He fooled no one. When 5 P.M. rolled around, Ford looked up from his work and waited for the rest of the employees to leave. He was determined to be the last one out the door. But nobody budged. By 6 P.M., a few of his coworkers were reading magazines. By 7 P.M., one of them decided to order pizza. At 9 P.M., Ford finally pushed back his chair and headed for the door. So did everybody else.

		Bill Ford’s dedication to Ford Motor Company was evidenced by the simple fact that he showed up for work each day. He certainly did not have to. If he had chosen to spend his days sitting on the beach of a small private island, few would have faulted him for it. By the fourth generation, the heirs of most other industrial fortunes had long since devoted themselves to a life of leisure. After putting in a few years at the company, Ford resumed his education, earning his master’s from the Massachusetts Institute of Technology’s Sloan School of Management in 1984. Then it was back to work. Bill was named head of Ford of Switzerland in 1987. The alpine nation was not exactly a major market, but the skiing was excellent. A year later, he and cousin Edsel Ford II were elected to Ford’s board of directors, where they soon locked horns with Petersen. They won their fight for greater responsibility, and Bill was promoted to head of business strategy for the Ford Automotive Group in 1990. Ten years later, Ford won a different sort of battle with his cousin to become the next head of the Ford family.

		Bill Ford was now ready to assume what he and many of his relatives considered his rightful place at the head of Ford Motor Company. However, he bore little resemblance to Detroit’s ideal of an automotive executive. Bill dabbled in Buddhism. He played folk guitar. He also had become an ardent environmentalist. Bill believed in global warming and thought his company’s cars and trucks were contributing to it. The biggest management challenges he had faced involved his father’s football team, and it had one of the worst records in the NFL. Alex Trotman, the wiry Scotsman who had presided over much of the automaker’s recent success, considered Bill and Edsel “rich dilettantes ill equipped to meddle with one of the world’s largest companies, even if their name was on the building.” Trotman seemed to forget that his was not. When the board of directors pushed him to choose Bill Ford as his successor, Trotman resisted. The directors overruled him. Trotman shook his head and left the boardroom, pausing as he passed the young Ford.

		“So now you have your monarchy back, Prince William.”
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		But Ford’s rising son would not rule alone.

		While Ford’s board was willing to give Bill Ford a chance, many of the outside directors had their own reservations about his ability to run the company. If nothing else, he was very young—just forty-one when he officially took over on January 1, 1999. Their solution was to divide the office of chairman and CEO into two positions and pair Ford with an experienced chief executive.

		The man they chose was Jacques Nasser, a suave and swaggering Arab who had been born in Lebanon and raised in Australia. He was ten years older than Bill Ford and considered one of the company’s most talented executives.

		The two men could not have been more different. Ford had been born into a world of wealth and power, but had grown into a relatively down-to-earth adult who went out of his way to rub elbows with the common man. Even after becoming chairman, he continued to play hockey on a team that included Ford factory workers. After Princeton, Ford had switched to a particularly brutal variant played outdoors on ponds that added freezing rain and snow to the usual fare of flying pucks and body checks. He tired of stuffy Grosse Pointe and moved his family to a seventeen-acre wooded estate on the Huron River in Ann Arbor, a college town with a slightly bohemian bent about forty-five minutes west of Ford World Headquarters. On weekdays, Bill Ford drove himself to work—in either a new Mustang or an F-150 pickup. On weekends, he Rollerbladed to the local Starbucks. And he remained an outspoken environmentalist, even though his company had become a lightning rod for green anger. Ford’s office was decorated with hemp wall covering and undyed cotton curtains woven on a solar-powered loom.

		As a poor, dark-skinned immigrant boy in rough-and-tumble Australia, Nasser had grown up battling bullies and scrounging for cash. As an adult, he worked like a man possessed to distance himself from that past, surrounding himself with the trappings of power and wealth. He preferred to travel in limousines, worked seven days a week in an office decorated with polished steel and black leather, and even had his desk placed on a raised dais to compensate for his short stature. After earning a degree in international business from the Royal Melbourne Institute of Technology, Nasser had joined Ford of Australia as an analyst in 1968. Over the next thirty years, he bounced around the world and made his way up Ford’s corporate ladder, ultimately becoming head of all automotive operations in 1996. During his ascent, Nasser developed a reputation as an aggressive cost-cutter, earning the sobriquet “Jac the Knife.” The board saw him as a fiscal disciplinarian who could make hard decisions without flinching, the perfect counterweight to Bill Ford’s youthful idealism.

		It all seemed perfectly logical, except for two problems. First, neither man really wanted to share power with anyone. Second, once Nasser became CEO, his fiscal discipline seemed to vanish overnight. Eager to inscribe his name alongside the greats of American capitalism, Nasser succumbed to the irrational exuberance that was spreading like a pandemic through the business world in the go-go days of 1999. He saw what was going on in places like Silicon Valley and wanted a piece of it. He idolized General Electric’s Jack Welch, who had become the darling of Wall Street by shifting GE’s focus from microwave ovens to financial services, and figured he could do something similar with Ford.

		Soon after being promoted to CEO, Nasser received an internal analysis that showed the majority of Ford’s profits came from a few truck and SUV plants in the United States. That terrified him, particularly since the Japanese had finally figured out how much money there was to be made in those segments and were getting ready to introduce some gas-guzzlers of their own. But rather than figure out how to diversify Ford’s product lineup, he decided to diversify Ford.

		Nasser broke open the piggy bank Ford had filled over the past decade and went on a shopping spree. He bought a chain of car repair shops in Britain and a junkyard company in Florida. He invested in dot-coms and inked deals with Microsoft, Hewlett-Packard, and Yahoo! At the same time, he began unwinding Ford’s core automotive business. Nasser had the Blue Oval removed from World Headquarters and began replacing seasoned executives with young guns from other industries. He spun off Ford’s parts subsidiary, which he renamed Visteon Corporation, and seriously considered getting out of the U.S. car business entirely so that Ford could focus exclusively on the more profitable truck and SUV segments. The only part of the automobile business he thought had potential was the luxury segment. Ford already owned two of the most celebrated brands in the world, Aston Martin and Jaguar. Nasser decided to purchase Land Rover and Volvo, too. He added Ford’s own luxury marque, Lincoln, to the mix and created an international house of brands he called the Premier Automotive Group. He even set up a new headquarters for the division in California to put as much distance between it and Detroit as possible.

		As Nasser tried to pull the company into the new economy, Bill Ford was pulling it out of the Global Climate Coalition, an industry organization dedicated to lobbying against green initiatives and debunking global warming. Environmentalists applauded the move. Ford was just getting started. In May 2000, he published the company’s first “Corporate Citizenship Report,” which featured frank assessments of controversial issues like the impact of tailpipe emissions on the climate and the dangers posed to smaller cars by the automaker’s big SUVs. Greenpeace invited Bill Ford to deliver the keynote at a green business conference in London. Car and Driver editor Brock Yates dismissed the young chairman as “a guilt-ridden rich kid, not a proud tycoon like those who preceded him.”

		But Nasser had the whole tycoon thing covered. He created a new cult of personality around himself, traveling with a large entourage and constantly upstaging lesser executives at public events. He made sweeping proclamations, ordering all cars to be equipped with analog clocks to give them a touch of class and even changing the hue of blue on the Ford badge on a whim. Nasser once called a meeting of his senior leadership team to outline a new marketing plan. When some of his subordinates began to poke holes in it, he raised his hand to silence the debate.

		“This is our new marketing strategy,” he said sharply. “If you don’t agree with it, I’ve got somebody from HR who will work out your retirement.”

		Morale suffered as employees struggled to keep up with the dizzying pace of change at Nasser’s Ford and cope with his abrasive personality. It got even worse when he introduced new performance evaluations that assigned letter grades to salaried employees based on a complex set of criteria that gave little weight to experience and favored younger workers. Ford was soon defending itself against a raft of age discrimination lawsuits. Worse, it began to lose the veteran employees who had always been the backbone of the company. These were the men and women whose skills and institutional memory allowed the automaker to bounce back every time it lost its way. They remembered how Ford dealt with past adversities and knew it could again. Now, thanks to Nasser, they were fleeing in droves.

		Nasser also alienated Ford’s dealers. He came up with a plan to consolidate dealerships in major metropolitan areas into company-controlled superstores. In exchange for giving up their franchises, these dealers would become part owners of these new retail operations. Most felt like Ford was trying force them out of business so it could claim their profits for itself. Some wrote open letters to the company, decrying Nasser’s strategy and vowing to fight in the courts if necessary.

		Ford began to lose sight of the fundamentals. Quality began to suffer. Corners were cut. Launch dates were missed. Vehicle designs began to slip. However, as long as the company was making record profits, few were willing to challenge the pugnacious Nasser.

		But it had all become too much for Bill Ford.

		Like most members of the Ford family, he had intense pride in the company that bore his name. The Fords were keenly aware that theirs was the last great industrial dynasty in the United States. They were the custodians of Old Henry’s vision. Like him, they had genuine concern for the people who depended on the company for their livelihoods. A month after Bill Ford took over as chairman, a massive explosion ripped through the powerhouse at the Rouge, killing seven workers and injuring many more. Ford rushed to the scene before the fires were even out, followed the wounded to area hospitals, and spent hours consoling grieving family members. He spent the next several days attending the funerals. This was what made Ford different from all the other automakers. It was why many workers still said they worked at Ford’s, not Ford.

		The idea of Ford employees suing the company hurt Bill Ford deeply. So did the angry letters he was getting from dealers, many of whom he knew personally. He feared that the rapid-fire changes Nasser was making were beginning to do real damage—not only to the company, but to the Ford name as well. He decided to do something to stop it before it was too late.
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		In 2000, Irv Hockaday was nearing the end of his distinguished career as the president and CEO of another family-owned company, Hallmark Cards. The bespectacled, white-haired executive with a thick midwestern accent was elected to the automaker’s board in 1987 and had been mentoring Bill Ford ever since he joined a year later. Now he listened quietly as his young protégé outlined his concerns about Nasser. Hockaday agreed that the flamboyant CEO was moving faster than many of the directors would have liked, but Hockaday had rarely worried about how the company was being run under the buttoned-down leadership of men like Petersen and Trotman. He was not sure he should begin to now.

		“Well, Bill, you know Jac has a world of experience. He’s an aggressive guy. He’s kind of thinking out of the box,” Hockaday said after hearing Ford out. “Relative to his level of experience, you’re still kind of wet behind the ears. I wouldn’t make a big deal out of it now.”

		He suggested that they watch and wait. Reluctantly, Ford agreed.

		Then the wheels came off. Literally.

		In early 2000, the National Highway Traffic Safety Administration began investigating reports of fatal accidents involving Ford Explorers equipped with Firestone tires. The tires were prone to suffering catastrophic failures when driven at high speed in hot weather, causing the vehicle to roll over. That was Ford’s take at least. Japan’s Bridgestone, which had purchased Firestone in 1988, claimed Ford’s SUV was the real culprit. Consumer advocates blamed both companies and also accused them of covering up the problem.

		The U.S. government ordered Firestone to recall 6.5 million tires. In an effort to restore consumer confidence, Ford decided to recall 13 million more at a cost of $2.1 billion. As the number of deaths blamed on the problem climbed past 140, both companies became the targets of major class-action lawsuits. They severed their century-long relationship, at least in the United States, and began tearing each other apart in court. All of this litigation would ultimately cost Ford hundreds of millions of dollars. But it would do far greater damage to its brand image.

		Meanwhile, America was entering another recession. Ford’s sales dropped dramatically—partly as a result of the economy, partly because consumers were starting to notice that its products were slipping. Earnings were down by more than 50 percent at the end of 2000, and 2001 was looking much, much worse. As recalls and litigation ate up what was left of Ford’s cash cushion, Nasser’s spending began to look downright reckless. Even the Ford Motor Credit Company—long a reliable source of revenue for the parent company—had started to drift. In 1999, Nasser hired a hotshot banker, Don Winkler, to lead the finance company. Winkler thought the business of providing car and truck loans to creditworthy consumers was boring and vowed to turn Ford Credit into “a global auto-finance superpower.” Underwriting got fast and loose, and the number of bad loans on the company’s books began to increase at an alarming rate.

		Bill Ford was no longer the only board member who was worried. When he called Hockaday again, the Hallmark chief agreed the time had come for Ford to share his concerns with the rest of the board. But Hockaday wanted to make sure the young chairman was ready. He offered to round up a couple of other sympathetic directors for a dress rehearsal.

		“Don’t take me up on this offer unless you really have your facts straight,” Hockaday advised Ford. “Because if you come in with a sort of half-baked emotional presentation, you’re going to do yourself more harm than good.”

		“Fair enough,” Ford said.

		But he was worried someone might learn of the meeting. Ford had reason to be paranoid. At least one of Nasser’s predecessors had tapped Ford’s telephone and bugged his car to make sure he was not plotting a coup. Hockaday offered to host the meeting at Hallmark’s headquarters in Kansas City, Missouri. He even sent the Hallmark jet for Bill so the trip would not appear on the logbook of any Ford aircraft.

		When Ford arrived, he found Carl Reichardt and Robert Rubin waiting for him. Reichardt was the retired head of Wells Fargo; Rubin had been Bill Clinton’s Treasury secretary. Both were directors Hockaday trusted—not only to keep quiet, but also to give an honest assessment of Ford’s presentation.

		All three were stunned by what Bill Ford shared with them. He outlined all of the ways in which Nasser was damaging the company’s core business and offered plenty of facts and figures to support his claims. The other directors were deeply impressed that Ford had been able to collect so much data, especially since Nasser had refused to turn over key reports and other documents he had requested. They promised to put the matter on the agenda for the next board meeting.

		In July 2001, Ford made his case to the full board in Dearborn. After hearing him out, the other directors asked Ford to leave and called in Nasser.

		“You’ve got an issue here,” the board told him. “There are concerns that Bill has and has expressed to some of us, and we think that they are legitimate. We recognize that you’re the CEO, but these are concerns you shouldn’t ignore.”

		Nasser remained stoic and offered no defense. The directors called Ford back into the boardroom and addressed both men together.

		“You guys need to get your act together, because if you don’t, then the board’s going to have to step in and resolve the issue,” the directors warned them. “It would be better if you could work together to define your roles in a complementary way and leverage your strengths. You better give that a real hard try.”

		The board granted Bill Ford more authority over the day-to-day running of the business, but Nasser refused to take his concerns seriously. The automaker’s finances continued to deteriorate, as did morale. The terrorist attacks of September 11, 2001, delivered a devastating blow to the U.S. economy in general and American automakers in particular. The decline in new vehicle sales that followed made Ford’s problems that much worse. The dealers were getting angrier by the month. The board agreed that Nasser had to go. The only question now was who would replace him.

		In early October, the heirs of Henry Ford gathered to discuss the future of the company. Bill Ford stood before them and delivered a blunt assessment of the situation. Their company was in trouble. Nasser was destroying everything they and their ancestors had built. Bill told them he had looked up and down Ford’s roster and could see no suitable replacement. For two decades, they had let others run their company. Now it was time for a Ford to run Ford again. Bill Ford intended to fire Nasser and replace him as CEO. He asked for their support.

		He got it.

		By the time Ford’s board met two weeks later, the directors had received many phone calls from family members making their feelings clear. Now Bill Ford delivered his own pitch in person. The only way to restore trust in the company was to put a Ford back in the driver’s seat. He knew being CEO would require a huge commitment on his part, but Ford assured the directors he was willing to do whatever it took to save the company. The directors were moved by Ford’s passionate plea, but many still had doubts about his abilities. It was one thing to run down to the Rouge after an explosion. Managing the day-to-day operations of a multinational corporation was another thing entirely. But they figured he had earned the right to try.

		“We were all a bit hesitant,” one director confided. “But we all wanted him to succeed.”

		
			*The Model T was not Henry Ford’s first car, but it was his first real success—the one that propelled his company to the forefront of the automobile industry. Ford sold his first vehicle almost a decade earlier, the handmade “Quadricycle” that he assembled in a brick shed behind his home. Ford Motor Company sold its first car, a two-seat runabout, in July 1903.

			*Flivver was a common slang term for an inexpensive automobile. The author Upton Sinclair first referred to Henry Ford as the Flivver King in his critical book The Flivver King: A Story of Ford-America, which was published by the United Auto Workers in 1937.

			*This was not the result of a conscious decision by the Ford family to step back from the company, but rather the result of the simple fact that there was no Ford old enough to lead the company who wanted the job at the time. Hank the Deuce would remain a director and head of the board’s powerful Finance Committee until his death in 1987.

			*The Ford F-Series, first introduced in 1948, was already the bestselling pickup in America.

			*The Ford Foundation’s ties to the Ford family and the Ford Motor Company were severed completely in 1976. The automaker’s philanthropic arm is now the Ford Motor Company Fund.

			†These Class B shares could be traded among the heirs of Henry Ford, but they would convert to regular Class A shares if they were ever sold outside the family.

		

	
		CHAPTER 2
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Broken

		
			The internal ailments of business are the ones that require most attention.

			—HENRY FORD

		

		Cheers broke out in Dearborn as word spread that Bill Ford had ousted Jacques Nasser and was taking over Ford Motor Company. Employees actually wept in the parking lot when the Blue Oval was hoisted back up to the top of World Headquarters as a final symbol of Nasser’s undoing. Letters of thanks poured in from dealers around the country, and parts manufacturers breathed a deep sigh of relief. Bill Ford had been right. The only thing that could save the company and mend its tattered relationships with workers, dealers, and suppliers was putting a Ford back in the driver’s seat.

		But not everyone was celebrating. Wall Street had long viewed the Ford family’s control of the automaker as an anachronism that prevented shareholders from realizing the true value of their investment, and analysts openly doubted Bill Ford’s ability to lead. The $5.45 billion loss Ford reported for 2001 did not help. Nasser and the September 11 terrorists were responsible for most of that, but it marked the end of nine years of steady profits and fueled fresh concern about Ford’s future. The company’s credit rating was downgraded and its stock tumbled.

		Bill Ford did what Ford CEOs had always done when confronted with financial calamity. He cut and cut deep. In January 2002, he announced that the automaker would close five factories in North America and eliminate more than 21,000 jobs. Ford may have been a man of the people, but he had also promised to do whatever was necessary to save his company. That included reducing dividend payments, a move some in the family complained about. At the same time, Ford went after the trappings of executive excess that had come to symbolize Nasser’s regime. He fired high-priced consultants, told executives to cut back on conspicuous consumption, and replaced the filet mignon and salmon normally served at lunch meetings with sandwiches. He even got rid of some of the company’s jets. More important, he refocused Ford on its core business of building and selling cars and trucks. With the battle cry “Back to Basics,” he began extricating Ford from the other ventures that his predecessor had found so much more compelling than manufacturing automobiles. Bill Ford increased product spending, which Nasser had cut to fund his acquisition binge. He ordered a new push to improve quality. And he told veteran engineers that their experience was still valued in Dearborn. He got rid of the bankers who were running Ford Credit into the ground and replaced them with men who understood that its primary function was to support sales. He went to Wall Street and raised $4.5 billion, starred in the company’s television ads, and even tried to take on the automaker’s notoriously noxious culture.

		For years, Ford had hidden its lack of product investment behind cute catchphrases like “cheap and cheerful”—Dearbornese for a bare-bones compact; “fast follower”—code for a car that was essentially a knockoff of what Ford’s competitors already had in their showrooms; and “last in, best dressed”—a rather lame excuse for being the final automaker to enter a particular segment. They were the doublespeak of a company that had learned to justify its own inadequacies, and Ford ordered them banished from the corporate lexicon.

		“How do we get back to product leadership?” he asked his designers and engineers. “As long as those phrases are being bandied about, we never will.”

		He knew Ford could do better. In Europe, it already was. Ford’s products were well regarded on the other side of the Atlantic and the company was even making money off them, which was more than Ford could say about most of its North American cars. Sport utility vehicles and pickups were still profitable, but everything else was at best breaking even.

		“We have relied far too long on a few home runs,” Ford told his team. “We need to hit a bunch of singles, not swing for the fences. We have to make each vehicle profitable.”

		By the end of 2002, Ford was back in the black.* Warranty costs were down. Ford had climbed two slots in the influential J.D. Powers and Associates initial quality survey and was no longer dead last among the world’s major automobile manufacturers. But no one was convinced that Ford had actually turned the corner. The company’s stock dropped below $10 a share for the first
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