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Henry Ford did more than any other person to make today’s mass-production, make-to-sell system of wealth creation happen. But when he first started out, he was in the same position as us: trying to invent a new business model to make new value propositions possible. Is there anything we can learn from his experience? 
It’s always dangerous to draw parallels from the past. Nevertheless, with this health warning in mind, some of his experience may be useful. 
Technology sucks . . . 
Visionaries like Ford were captivated by what their technology might be able to offer some time in the future. But what realists saw at the time was all the things it could not do, in the present. Ford’s first ‘quadricycle’ (which ran on four bicycle wheels) had no silencer, shock absorbers or springs, lights – or even brakes. 
More to the point, cars generally were terribly unreliable: you simply could not assume they would do what wanted them to do (i.e. get you from A to B without breaking down). They were also user unfriendly. Gasoline cars were extremely difficult to start (starter motors had not yet been invented). That’s why in the early years, the gasoline internal combustion engine ranked a distant third to two other horseless carriage technologies: the steam engine and the electric battery. It’s why Ford’s own wife used an electric car. 
. . . but technicalities matter. 
It was only via countless small, detailed improvements and innovations that these reliability and usability problems were solved – very slowly, one by one, over time. One example: A key ingredient of Ford’s breakthrough Model T was the use of a completely new ‘vanadium steel’ in car production. Vanadium steel was much lighter, stronger and easier to machine than the steel used in all other cars until then. Thousands of such detailed technical innovations were needed to turn the idea of a practical, usable car into a practical reality. 
When Ford’s great rival Alfred Sloan bought his first car he was astonished to find no engine under the bonnet. The salesman assured him that wasn’t a problem. Having designed the car itself, the engine was a mere technicality, he told Sloan. When the car arrived, it would only work if you stuffed a handkerchief into its carburettor, and then only intermittently. It was a complete dud. 
Only companies like Ford, the Dodge Brothers, Cadillac and Buick that were obsessed with getting the technicalities right survived. 
The easiest isn’t always the best. 
The early approach to car making was almost the exact opposite to the one that Henry Ford finally pioneered. In those early days, it was very easy to be a car making entrepreneur. All you had to do was to persuade a would-be buyer to put some cash up front, order the various parts from a range of jobbing parts makers, and assemble it. Zero risk. Virtually zero capital investment. The perfect ‘virtual company’. 
This approach had three flaws, however. First, it absolved the entrepreneur of the need to address the technical difficulties that were holding the market back. Second, actually getting these jobbed-in parts to work together properly wasn’t as easy as it sounded: it was a key cause of endemic unreliability. 
Third – and crucially – it kept the business small. As soon as it tried to expand, the business had to shift from making to order to making on spec, which meant its cash position went into reverse. In the first eight years of the 20th century, 500 car companies set up in the US. Virtually all of them went bust as they hit one liquidity crisis after another. The very thing that made it easy to set up a car company in the first place was also the thing that guaranteed it would not reach critical mass. 
Cash is king . . . 
Henry Ford was lucky that in his third (successful) venture he had a mean minded, ruthlessly meticulous accountant by the name of John Couzens who was obsessed by one thing: positive cash flows. The Ford Motor Company would not have survived if he had not insisted that any dealers wanting to sell a Ford car stump up 50% of its price, on delivery. These regular cash infusions kept the company alive – while creating a real incentive for the dealers to go out and sell. 
. . . but the wrong sort of financier sucks 
In each of his three car ventures, Ford faced conflicts with his investors. The basic argument was simple. Are we raising finance to help us achieve a particular task? Or is the task just a means to the end of earning a return for the finance raised? Ford’s bitter experience from his two first failed companies was unequivocal. 
‘Concretely, what I realized most about business in that year is this’, he wrote. ‘1) That finance is given a place ahead of work and therefore tends to kill the work . . . 2) That thinking first of money instead of work brings on fear of failure and this fear blocks every avenue of business . . . 3) That the way is clear for anyone who thinks first of service, of doing the work in the best possible way.’ 
The obvious isn’t always the best 
Under the pressure of financiers – and driven by their own greed – nearly every start-up car company followed the same path to profit: focus on making ever more powerful/luxurious vehicles because the margin and profit on these vehicles is much greater than on small, modest vehicles. Ford’s instinct – which he followed before he set up his mass production plant in 1908 – was to make the motor car affordable to the masses. To most in the industry at the time, that seemed like a sure-fire way of not making money. 
Leaps need springboards 
Ford is remembered for pioneering mass production. But before he could make this new model work he needed to have a lot of other things in place: such as a recognized, respected brand name and a strong distribution network. In fact, Ford’s early success had nothing to do with mass production – and everything to do with good service. 
Ford was unique in the industry at the time for insisting that all his dealers knew how to fix his cars – and that they did. The dealer wasn’t just there to sell – it was there to help customers if they had a problem. It was this reputation for service, along with Ford’s attempts to bring prices down rather than put them up, that helped propel him towards market leadership, before he made the big leap into mass production. 
People and companies 
Very few established companies (such as buggy makers and bicycle manufacturers) successfully made the leap from the old to the new. (Studebaker is one exception.) But at the same time, many individuals came out of these companies to became car pioneers. It’s very difficult, it seems, for established companies to adapt to new technologies or new business models. But it’s much easier for individuals to see the opportunity and transfer their skills and experience. 
Implications for buyer-centricity 
Given our earlier health warning about the danger of inappropriate parallels, what lessons could we perhaps draw from this experience? 
1. The build-up to ‘breakthrough’. Ford’s Model T was a runaway, instant success. We tend to remember such ‘instant successes’ while forgetting what went into creating them. 
The first internal combustion engine motor car hit the roads in 1859, four years before Henry Ford was even born. It took 49 years of trial, error, learning and development to take it from its first blush to breakthrough. Technology breakthroughs and new business models do not come into this world fully and perfectly formed. They are constructed painfully, over time. 
For Ford himself, the Model T can after two previous failed companies and all the models up to T in his third venture: the T was the product of the Model A, the Model B, etc all the way up to S. It was iteration number 20. (The Model N was a real dog). 
2. ‘Technology sucks, but technicalities matter’. The Model T was the summation of a million and one detailed learnings – about raw materials, parts, production processes, customer needs (e.g. it was designed to run on America’s awful pot-holed roads) etc. Big ideas like ‘buyer centricity’ or ‘the motor car’ or ‘mass production’ are not a substitute for getting the technicalities right. Ultimately, they arise out of getting these technicalities right. 
With buyer-centricity, we face a huge raft of technicalities, most of which we are only beginning to recognize, never mind conquer. Most (though not all) revolve around how to structure, organize and use information from, about and for individuals to help these individuals enrich their lives and reach their goals. 
This is a new agenda and is virtually virgin territory. The challenges are immense and complex, both technically and economically. They include how to make searching for relevant, appropriate information so easy that it becomes intuitive; access mechanisms (how to enable access to exactly the right information, instantly, with zero hassle); granularity (zero-hassle ways of enabling individuals to choose precisely the right, desired level of informational detail); relevance (how to make customisable, context-specific information a reality); rich and easy-to-use education, explanation and advice; flexibility (using the power of information to enable people to make plans, coordinate with other people’s plan, change plans and so on). 
It’s no accident that companies making just the smallest progress in these areas are being rewarded with massive, rapid growth. Just think of Ebay, Google, Amazon and online travel. In my view however, these businesses are just experimenting with the technical building blocks of the real breakthrough. They are the pre-Ford motor car makers: excited by the opportunity of a technology, but not yet reaching the crucial next-gen business model. 
3. Cash is king, but the wrong sort of financier sucks. How to win the right funding for BC experiments is a crucial and major challenge because, as with Ford, most investors simply do not ‘get it’. There are no clear answers to this yet, except endless education and ongoing experience. But I would recommend that any would-be BC entrepreneur reads Chapter 9 of Clayton Christensen’s book The Innovator’s Solution. 
It is called ‘There is good money, and there is bad money’. His central recommendation is that the new venture should be ‘patient for growth but impatient for profit’. Once you are profitable you can survive. But if you go for growth without profits the chances are your losses will simply mount. Besides, as he points, in their early stages new disruptive markets are by definition ‘small for a time’. 
Counter-productively, however, many investors create exactly this problem of loss-making growth because they want the new business to become very big, very fast. As Christensen writes, ‘Their capital as a consequence becomes poison for growth ventures’. 
4. Easy and obvious ways forward are suspect. The easiest and most obvious ways forward in our environment will always be seller-centric ones: twist or tweak what you are doing in some way to favour the seller, because the seller is prepared to pay up-front for this privilege. Of course, this route kills the buyer-centric idea before it has got off the ground. 
Crucially, Point 4 has to go hand-in-hand with Point 3. Henry Ford struggled to find a way of making money while never giving up on the idea of a low cost car for the masses. He never used ‘impatience for profit’ as an excuse for giving up on his vision. 
What marks Ford out is his combination of points 2, 3 and 4: he found a way of combining detailed technical advance, with the quest for financial viability, with a vision of a new level of value. Right now, that’s our challenge too.
