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WILMINGTON, Del. -- Around 1800, a recent French immigrant went on a hunting trip hereabouts. Shocked by the poor quality of American gunpowder, he resolved to go into business. The young man, trained as a chemist, floated $36,000 in stock in America and in France, and set up a stone saltpeter mill in 1802 on a swatch of farmland on the humid banks of the Brandywine River. Eight years later, Eleuthere Irenee du Pont de Nemours was operating America's largest black-powder plant. 

Ever since, there has scarcely been a trend in American business not affected by DuPont Co., believed to be the nation's oldest big company. From its start selling gunpowder to the likes of Thomas Jefferson, DuPont would become a giant of U.S. industry. Its explosives would supply firepower for five wars; they would open gold mines, clear the way for transcontinental rails and blast a route for the Panama Canal.

As engineering feats of the 19th century gave way to molecular triumphs of the 20th, DuPont would rearrange nature's palette to revolutionize daily life. The miracle of nylon emerged from DuPont's kitchen, like some concoction from H.G. Wells; so did moisture-proof cellophane, Corian countertops and the chemical whitener for Oreos' creamy center. 

More broadly, DuPont's epic history is the story in miniature of the modern corporation. In March, when it next pays a dividend, it will be for the 377th consecutive quarter. Along the way, it would evolve from a small family business to a public company run by professional managers. It would expand from a single product to hundreds, from local markets to the world. 

Its ethos would change, too; once a paternalistic giant driven by the need for stability, DuPont would be forced to adapt to a competitive world where profit was the overarching concern. Depressions would drive it to the brink; politicians would try to break it up.  But like a synthetic creation from its lab, DuPont continually adjusted. It invented products and usurped them; it expanded and shrank; it diversified and "focused"; it improved civilization and was a handmaiden to war. It was a hot stock, a cold stock. After two centuries, 15% of its shares are, still, owned by descendants of the first du Pont; three descendants sit on its board. 

Like many business start-ups, however, the company barely survived its early years. Several times, the mill blew up, with tragic loss of life. Each time, Mr. du Pont dug in his heels, held off his creditors and rebuilt. By 1827, he employed a then-remarkable 140 workers. Employee safety, a constant worry, fostered a paternalistic spirit. 

But Mr. du Pont was beset by money problems and sporadic complaints from distant stockholders -- it seems they never change -- and succumbed to melancholia. After he died in 1834, the company was rechartered as a partnership. The French and other original stockholders were bought out, the last in 1837, leaving the founder's three sons and four daughters as sole owners. 

DuPont weathered the depression of the 1840s, and greatly expanded capacity for the Civil War. Delaware was boiling with secessionists, but Gen. Henry du Pont -- the second son of E.I. -- was vehemently pro-Union, and cut off Southern customers even before the war began.  The general, a dashing horseman who rode about in a shiny stovepipe hat, dominated DuPont until the next century -- an astonishing 97 years (with only slight interruption) of father-and-son rule. This rich genealogy nurtured a long-term perspective at a time when American industry was highly dynamic and few businesses outlived their founders. 

DuPont thrived as America entered the machine age. Capitalizing on a new powerful explosive -- dynamite -- the company prepared the way for roads, tunnels, even the New York City subway. But, like other industrial titans, DuPont was bedeviled by competition. Short of words but never of action, Gen. du Pont persuaded rivals to form a Gunpowder Trade Association -- later known as the Powder Trust -- which brazenly fixed prices and divided sales by region. 

The general's death in 1899 left DuPont stricken. Tradition had become a vise; the company didn't even have a telephone. More seriously, financial pressures had driven DuPont close to insolvency. Its aging stewards put the company up for auction, but three young cousins -- great-grandsons of the founder -- made a desperate bid to keep it in the family. The business was sold for $12 million. Pierre S. du Pont confessed at the time, "We have not the slightest idea what we are buying."   Pierre had been a physically weak child, raised on the family estate, a manorial village that blended family and company property. But having lost his father to a plant explosion, he grew up self-reliant, if rather taciturn. 

Though only 32, he quickly bought DuPont's main competitor -- in keeping with America's fin de siecle craze for monopolization. More important, Pierre, a chemist, sensed the huge potential in a new explosive known as smokeless powder, based on nitrocellulose. Cellulose, in other forms, could be coaxed into ready-to-wear fibers and an array of amazingly malleable yet durable materials -- plastics. 

Anticipating an era of scientific progress, DuPont in 1903 established the Experimental Station for research in Wilmington. DuPont further expanded with a series of acquisitions in synthetic fibers and fabrics, heavy chemicals, pigments, paints and dyes. Meanwhile, Pierre tended to organizational shortcomings. Within a decade, management grew to 1,000; the staff, which a few years back had fit in four spare rooms, now lorded over Wilmington from the stately DuPont Building. 

This sudden scale required the forming of "departments" -- unknown to the small firms of the 19th century. Also, DuPont broke new ground by establishing bonuses, pensions and a primitive stock-option plan. 

Pierre consolidated his position at the top by fending off a suit from a resentful cousin who had tried to oust him. But a second challenge -- from government trustbusters -- was more serious. In 1912, DuPont was forced to part with a big piece of its explosives business. As luck would have it, though, DuPont got to keep its entire military line -- right before the outbreak of World War I. 

As chief supplier to the Allies, DuPont shipped an astonishing 1.5 billion pounds of explosives. By the war years, there was an active market for DuPont shares, and the stock soared to $775 from $182. In an odd way, the war forced Pierre to complete the diversification out of explosives -- or else the new factories built to accommodate war needs would eventually be relegated to scrap. 

The company soon invested in General Motors Corp., buying 27% of the troubled auto maker. In 1919, Pierre gave the DuPont presidency to his brother Irenee, freeing Pierre to become GM's president and oversee a rescue. But DuPont had troubles, too. In 1921, when the wartime boom gave way to recession, the brothers (Pierre had continued as chairman) decided that DuPont's organizational form -- in which one department handled purchasing for every product, another handled sales, and so on -- no longer made sense. 

They hit on a radical solution: to reorganize DuPont along product lines. Now, one manager would be responsible for everything to do with paints, another with plastics, and so on. As a byproduct, DuPont liberated executives from static careers. Now, those with promise would be deliberately tested in many divisions. The multidivisional format would soon become standard in the U.S. 

Once again, DuPont's timing was superb; it answered the country's lust for consumer goods with an avalanche of peacetime products. Its quick-drying finishes vastly shortened production time for autos; its rayon and artificial leather sparked a revolution in apparels; its synthetic fluids created a boom in dry cleaning. DuPont popularized Freon coolant, and solved the mystery of synthesizing rubber. 

Lammot du Pont, brother of Pierre and Irenee and chief executive from 1926 to 1940, was an architect of this renaissance, declaring (during the Great Depression, no less), "It is more important to carry out research than to pay dividends," though dividends did indeed continue. In 1928, DuPont enlisted a team of scientists to conduct "pure" research. The head of this effort, Wallace Carothers, a brilliant but moody Harvard chemist, began to synthesize polymers -- the giant, interlocked chains of molecules found in nature. Mr. Carothers invented nylon. Polymerization would lead to a new world of synthetics, including fabrics such as Orlon, Dacron, bullet-resistant Kevlar and Lycra (Spandex). 

DuPont executives blended a modern managerial spirit with intense family loyalties. As barons of a huge empire, long after the age of robber barons, they led a surreal life, sheltered in some 24 lavish estates, owners of a bank and of both Wilmington newspapers. Though anti-union, they indulged their workers, offering pensions, rental housing, and modest death and disability support. In the Depression, they trimmed the workweek to save jobs. 

World War II brought a host of government contracts -- including one to make plutonium for the Manhattan Project. But DuPont's relationship with Washington was troubled, and executives railed against intervention even as they fed at the federal trough. Trustbusters repeatedly targeted DuPont, which was hit by 10 antitrust suits in the 1940s and 1950s. Notably, the Truman administration sued to force DuPont to divest its holding in GM, the source of 25% or so of DuPont's profits. 

Pierre du Pont was greatly offended. According to Irving Shapiro, then a DuPont lawyer, Pierre failed to realize that, politically, GM was too big for the government to allow such an alliance. As du Pont family shareholders were personally named in the suit, DuPont supplied a picture of the youngest "conspirator" -- a baby in a crib -- to newspapers, embarrassing the government, Mr. Shapiro recalls. But after a long battle, DuPont had to divest. For a company that thrived on long-lived habits and cozy ties, the case was a first step into a colder world in which markets mattered more than relationships. 

Business boomed in the postwar years. DuPont developed plastic resins, polyester motion-picture film, Teflon, Lucite and Tyvek (that almost tear-proof material in express-mail envelopes); it diversified into X-rays and electronics. With Europe in tatters, DuPont made a major expansion overseas. "The cash flow was enormous," Mr. Shapiro says. "We regarded ourselves as superior." 

But by the 1960s, Europe and Japan were back on their feet. Competition intensified. Moreover, DuPont hit fewer home runs in research. As patents expired and new ventures fell behind schedule, earnings growth tailed off. DuPont was too inbred to see it coming -- not until 1967 did the last family CEO retire, and not until the early '70s did the company accede to an outsider on its board. By then, chemicals were a maturing business. When the price of oil skyrocketed, DuPont faced a crisis. 

As it slogged through the '70s, DuPont had to face new, unfamiliar issues, such as the environment. Greens said it was destroying the ozone layer with Freon (which DuPont long denied, though it finally dropped the chemical in 1994). In 1974, the elevation to chief executive officer of Mr. Shapiro -- a former government lawyer and a Jew -- signaled that the old, insulated DuPont was a thing of the past. 

But momentum was hard to recapture. With inflation driving up costs, DuPont cut back on research, divested old lines (including gunpowder) and diversified into new ones. In 1981, at the height of hysteria over oil prices, DuPont spent $7 billion to buy Conoco -- then history's largest takeover.  But with so many new frontiers -- medical instruments, printing and publishing, electronic imaging -- DuPont was becoming amorphous. Layers of management multiplied, as did bureaucratic fiefdoms. 

"When growth slowed, the focus was to add other product areas," says Avi Nash, an analyst with Goldman, Sachs & Co. in New York. "They became unwieldy." By 1986, the stock had fallen back to its level of 18 years before. 

In the late '80s, Unify Corp., a major customer, told Edgar Woolard, DuPont's CEO, that its polyester was no longer competitive. That was the Rubicon. Setting a trend again, DuPont began a painful downsizing. Mr. Woolard laid off 37,000 workers -- a quarter of the total. Most had assumed they had a job for life. "The company thought it had several constituencies, like the Japanese did, and shareholders were way down the list," says Harvard University's Alfred D. Chandler Jr., a Pulitzer Prize-winning historian and distant du Pont relative. But from then on, shareholders would be the only constituency. 

In the '90s, its stock and profits hit new highs. DuPont divested inferior businesses and sold part of Conoco. Fibers, pigments, polymers and chemicals are still core products. But the new chairman, 50-year-old Charles O. Holliday Jr., has in mind a reinvention of the company to rival Pierre du Pont's. Mr. Holliday is focusing on pharmaceuticals and bioengineering -- maybe corn that cuts the fat in pork, or bread that wards off cancer. His dream is that life sciences will fuse with DuPont's materials business; perhaps the nylons of the future will be synthesized from microbes rather than chemicals. 

Just as notably, he is quickening DuPont's tempo. A company once driven by science now is driven by marketing. Facilities have been moved closer to customers; automotive products are in Michigan; Dacron is in North Carolina. Mr. Holliday, who spent seven years in Tokyo (the first CEO to work overseas), wants to soften the lines between jobs, so that workers will think more flexibly. Discover what customers want, then design it, could be his motto. "I want to solve problems -- not just make products," he says. 

The Experimental Station is still here, its white-smocked scientists bent over test tubes and vats. But it is unlikely to produce another Carothers. Research is oriented to processes, not to inventing bold new products. 

In a sense, Mr. Holliday has little choice. With the family's ownership reduced, DuPont is in the hands of impatient public owners. So long a trendsetter, DuPont has become a creature of the stock market, beholden like others to its Wall Street masters. "They want consistent earnings -- I want the same thing," Mr. Holliday says humbly. 

Whether this can be meshed with the long-term thinking and ingenuity that once characterized DuPont, Mr. Holliday and the world will have to see. 

Mr. Lowenstein is a writer in Westfield, N.J.

