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20 - EXZCUTIVE COMKITTER %

FROM - P. W. PICKARD, VIOE FRESIDENT.

“-y.-lt\" .
‘. ! PAIN® AND VARNISH BUSINRSS

I attach report from Committee referrel to in com-
munication Ho. 4214 to the Executive Committee on the sans
gonsral subjeot from whigh report 1t will be noted that the
Comnittes has worked out specific plans and reccommendations
which they believe will result in furning the tide fLrom loss

to profit.

There are & fow statexents which I delieve are open
t0 question, 4% least as & matter of interpretation, as fer
instansce paragraph mobered 5 at the dottom of page 2, in
which it states that the oontrol of the business shall de by
meang of & counsel 0f thres membars, As this would be an
organisation innovation, I assume the proper interpretation
is that the gounsel would be in ocontrol of the businsss in
4he sensas only of administering «f whatever general plan of
opsration waa approved by the heads of the departments in-
volved, namsly, Furchasing, Sales,Production and Servise.

. Howsver, the pressntation seezs to ms an excellent
cns, and the ides as praotioal as any which has 20 far beea
evolved, and I ax inolined to recommend that the Comnittee
discuss this Teport as a broad propositicn and authorise the
various dapartnent hsads involved t0 approve it with such
modifications as it may seen wiss t0 said department heads

‘0' maks,

This report is sent in under pink cover in view of
the faot that the change, $f made, should de operative January
18t, and would involve many considerations whick eshould bdbe
.de0ided before that time.
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Deocenber 10, 1930,

1907

¥R, C. A, MEADE, VICE PRESIDERT
MR, F. ¥, PICKARD, VICE PRESIDEN?Y
MR. ¥. S, CARPEXTXR, VICZ PRESIDEN?

A PLAN 70 MAXKY 10% O OUR PAIE?
AED VAREISH NE? SALIS

0ff101al forscast #4=4 for the paint and
varaish business, twelve months Ssptenbsr 30, 1920 to Beptemder

30, 1831, 1s as follows}

Gross Sales S $5,113, 016
. Freight & Dslivery 238,38
" 8ellingz Expense 847 368
Xill Cos$ 6.057.716
= Adzinlstrative 813,145
Net Roosipts 44,681
Add Decexder 3Jlst
write=dowan 178,803
Final Fe$t Recoiptse 633,354

4 previocus forecast showed &pprozisately a
$500,000 loss exclusive of any write-domns, dut that foreoast
bas boen superseded by tho above. Unofficially and wishout
porifolic the undersignsd have zat together on ssveral ocaasions
and worked out a plan to change the adovs loss into a profu.

thlch is herewith submittede.
- The above estimated loae of $433,356. cocuss as

followa: $3768,808 in the last quartsr of this yoar whjch includse

a write~down of $178,803 and the dalance of $§145,746 is loet &n

ublish i
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tho tixst nins months of wai. = i .
- A8 3t 33 to0 late to make any changes for the

lass quaiter of this ysar, wo have made our calculations entirely
On this buis, ded.uaung estizated

LW 0010599

on the twslve months of 1931.
saules of $500,000 for uu:g lead and ol2 :nxen ve sstimate to be

801d by the Paint & Varniek Division st & s8lling expense o: tas.ozo
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' we forscast the paint and veznish

[ B - T2 A Tawm P et e .- LRI T

busizess as f;non: o

gross Sales : $4,500,000
Froight & Delivery 850,000 Lo
Selling Expense 693, 300 ' oo
Mill Cost 3,983,331 -
Administrative 150,479 :
Fot Recelipte 435,000

This proposed profit of $435,000 for 183l should

be cozpared with annual losses since we have had the paint and
varnish business cf fros $200,000 to $500,000 actual loss plus -

the paper

loss of no return'o;‘: our investasat asounting 1o some

$300,000 to $500,000 per year. For instance, in 1819, the Paint
and Varnish Division lost nearly $§500,000 actual cash in addition

to a losa

of 10 expeated returns on the investasnt or some

$500,000 which made a loss of inccme to the Cozpany of nearly
$1,000,000. The forecast for 1931 indiocates that tbere will be

an actual loss of some $300,000 (twelve months based on nins months

prediotion) in addition to a loss of 1o retwrn on investzent of

$6,000,000 which means an apparent loss of ancarly $600,000,

To acoocaplish the transformation of a losse to

a profit the counoil (which for convenience we called the informal
assooiation of Messrs. 8. B. Ioodbridgo, E. C. Thozpeon end F. B,

MaoGregor) proposes scme new basio policies as follows:

1.

3.

26 abandon the effort to fit a volume of businsss to
a oertg.in scale -of expsnditure already laid down.

To seleot a volums of business for whioh there is a
minigus amount of uncertainty as to obtaining it and
arrange ocur eoxpenditures so that this volums of
business will give a profit. In other words, t0
budget our expenditures to f£it ths dbusinses.

Without in any way passinz an opinion on the present
moethod o0f carrying on the business - %0 plan a soale
of 1livinz for the paint and varnish businsss which
can be maintained and not live beyond its income,and
to control the business by means of a gounoil, cozposed
of the paint sales diresctor, the paint production
assistant direocfor and a néutral third mscber.

T LHW 001039S
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4. To place the responsidbility of profite and
control of the businsaes in the saxe plaoce.

B. 7To ococncentzate on easteorn and southeastern
territory economically harndlsd f{roa our plants,
aznd build up & profitable industrial line, in
shich line the technical knowledge, experisnce
and resourges of the cu Pont Cozpany oan be
used to advantage.

We fesl that a polioy might be adopted to work

out of our present unsatisfasctory position within the nexs year

or two on a basis of gradually elizinatingz expoenses and bdeing
willing to accept .a loss for 1931, dJust such a progras has deen

X 3641, Wilminglon, Dilin ..

- §n foroe for almost four years and we feel that the plan subaitted 5
now ﬁtho only ons that has any posaibility of guarantesing r.snlte‘
The theory on which the budget 1s based was

~gbodisd in so=me ﬁguru tzanseitted by Xr, ¥, 8, Carpenter, Jr.
in July 1920 to Mes:zrs. 7, V, Piak'ud and C, As Meado. This lotte
‘ghowed a calculation of the distribution of the -expenses by per-
centages of two of our leading paint oozpetitors, one,three tizes
the eiz6 of the other and dased on 1914 figures and 1917 figures.
This dietridution was as £ollows: Yor every 100% of nes sales,
that 1s, sales less freight and delivery and all diecounts and -
allowances, 536 of this amount should be spent for raw materials,
37% for all expenses and 10f remains as profit, 7The total invest-
asnt should be squal approximately to the sales, Therefore, 4+ 10%

thout permission hom the HAGLE ® MUSEUM & LIBRA

on sales gives 10% on ths investment, Taking the item of 37%, =s I
have divided this into three parts & E
[
17.1% for production §

16.2% * sales
3.7% * adsinistrative 5
To oo-pa:ro—?ur paint snd varnish business for E
1920 as agtually handled with the same business as handled under g_
this proposed plan, the following table is presented; 2
:~ 4 e
l‘ IR LHW 0010396 E
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Agtual 1830 o : . - Undear Propgs=4 Plan

Xot Salesa 5,160, 000°¢ Net Sales . 5,163,000
Freight & Delivery 348,300 Freight & Delivery - 848,320
-Selling Expenss 919,307 Selling Expense 768,000 _

Mi1l Coss 4,000,000 Mill Cost N .440,03. z
Administrative 203,000 Adringtrative . 18,5002
Het Receipts bsfore 810,507 Bet Receipts 494,200

- write down =

z

This indioates that there 1s a net difference be-é

t#esn the two methods of cperation of $704, 707, ‘This is acoounted ¢

for by the following discrepancies: ;3.'

U111 Cost Difference  $560,000 g

Ldminstrative' __B1,500 §

204,707 %

[=

'With reference to difference in the nnl cost-witdo -
Gonsidershle addsd time we oaanot determine how the differende ahoufd
be digtriduted between the purchsses and zmanufacturing expense but 2
caloulations show that neither group could probably account for al® -
the diﬁtferenoe and that, thersfore, 1t was a contribution by both é:
the loss in 1930. Ve feel that purchasgses should be more closely tiﬁd

up with the gensral oontrol ot 4be business.
We have taken our own past figures, analyaed th

e?\MGL!-.

and made the necezsary curtailment in expenssa to get within this
budget. To go over each item in detall that waa contemplated woul

take a number of weeks of very exhaustive work in order to prepare

misgsion Trom th

detalled rep'ort, but we feel the indications are such that if our g
proposed plan is put into effect, the detalls can be nthtwtoruyg
vorked out and put into effeot imzediately as they are each dscided;
rather thaza hold up everything in order to get a flaal dscislon om<

ed

NS FIREIW

the plan,

| As an axa;nple, wo may take the Sazles Department
oxpens;s which are now running at the zate of $919,307. per year.
Yo sllow a budget of $803,300, Examples of the ochanges O nooapl%sh

this may be given br!.eny. . .8

if 100 low then mill
sales should bear ad%x-

oduced or publi

*This assumes that s ea- prlou were proper;
difference is to0 ge By thay mounf.. and
tional amount of 8 , 707 disorepancy.,.
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In the sxpenses of dbzanch offices ve find that
Boston is adbout satisfactory. In Chicago, we can eliminate thc
position of assistant sales zanager, eliainate the Kansas City
office and continus the consolidaticn of the Minneapolis offioce
" with Chicago. T¥Te would oluimtc completely the Columbus and
Pit tsdurgh organiu'uom. and handle that torritorg betwsen
Philadelphia and Chicago.offices. BKew !pzk proper and Eew Yorke
Philadelphia=-sub and Phriladelphia oan all de oomoli&a_nd and with
the elimirnation of 'sou sxpensive ‘porwml and other reductions,
zake & material g;:ing. Main office expenses can alsc ds reduged

14/

Box 3639, Wiimington, Delawase

cons {derably, for‘\iﬁntmo. in general sales expense, we propose
to ooszbine the Orzder Bureau and Storekespinz Division uzd ourtail
considesrably the expenses of Bales Kxpense Bureau. Trade Record
eYpense can be curtallsd decauss our paint and varnish business
conatitu.es only a very sxall part of the paint and varaisd
business of the country and, under the gircumstances, we are not
concsrned about statistics shosing the relation 6! ouz busineas
to other paint and varnish businesses of the country. Speoial
S8ales Bureau, Technical ducational Bureau, Technical Bure-u
Goneral Otti;n are eijther abandonsd or the work added to Paing

and Varnish Sales Division,
In the prodwotion end, which jnoludes all other

permission from the HAGLE " MUSEUM & LIBRARY

ast £vi§§u exospt administrative and sales, we have ocarefully t:gur?
out aertain savings xich may be illustrated es followes ¥o oharge ¥
from the Chemical Dusxtun} a8 Buch work oan be taken care of by
the Paint and Varnish Technical Department at Cray's Yerry.
n‘h;mtlon of Serv'ioe Departzgnt and such duties as ars needed
ttmtoxzea to Pr-odnc.t&ong fo; ;xa;:élc,' the ‘tunotionn of the VYorke
Suprlies Section should de taken care of by the Purchasing Agent.

LHW 1T san’
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Finished Products Section work osn be handled ss far as cozplaints
%
are oonoernsd by our chhnlul Departezent and. tha standardization o.f

nackares, etc., o0an be'taken over by the ?urohuing Agent. The Order
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Section is to be a szall unit directly attached t'o the sales
" direotor. A1l oost recerdn.-nl g9 direct from the plants to
the Aocountirg Departzent, and we have allowed for oost figuring
as a part of direst cperating expense. Planning Seotion will

19607

be one man attached diregtly to the asaistant director of Pro=
duction. 8alvage Section will -ork. on a ooxxaission dasis and
the Print ing 8eotion ¥111 tid for business the saxe uA in outside
coroernse

~ 4As to ths Welfare, Fire Protection, Bﬁoty and
Inspection Divialons, we admit their desirability but in their
present fozm we csnrnot afford thea in the paint and varanish bu.einz
and we proposei , therotore. to bave a very much modified scheme =
poseibly oze man only to handle the work of thes four sections.

For the administrative itez, we have allowed
$150,476 as cozpared with $303,000 for 1920. Ve imrediately ale
low $75,570 which 1s the gensral administrative, cozprising
Executive Comrittes, Finance Comrit:es, Besgal, Ld-in.istratin
Miscsllansous, e"co.. because we fosl that the Paint and Varnish
Division in partaking of the gereral backinz of the du Pont
organization and influsnce -hm::ld partioipate in its pro-rata
-hnlre of this executive &aﬁgo. The balance left in the adxminis-
trative iteam e -u‘io‘ up of such items 88 =
Aooountmg Departzent Expense mhich oovers Gsneral
Diviseion, Procuction Cost, Ascouants Payabdbls,
Asocunts Receivadle and Salees Analyou-

Aud it ing Department Expense wshich oove:- dnditing
Divinion and oresdits and colleosions.

o a0 1 4909

.Sa.la.ry Department whioh oovers Administrative, Ba.la.ry.
- - Payroil asnd Pa.yu.ster Divisicns. .

We feol thst thu'o is 8 considerable reduction

reproduced or published without permission from the HAGLE® MUSEUM & LIBRARY, Box 3630, Wiiminyton, Delaware

possidle in the audnug and oredits and oollcotiom items but onlyl
moderate sconomies can de ‘orpected in the Acoounu Receivabls and ;
-4

Sales Analysis Divuio&-.upeomly in t.he _1ine of stookkeeping,invoic
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freight on each of the soms thousands of iavcioes per month is

oaionl;tad for each gallone

This can be omitted and a so=0alled

freight pool used, which to all intents and purposes is exaotly

as satisfactory and results in socmse economy of olerical expsnses.

The reason that this freight

calculation has been mads is cdus to

the fact that the 139 sheet for the Paint and Varaish Division is

4ivided {nto four or five items. We fecl that this division proves

noth;ng as the dirvision items
or less arditrarily distridbut
accurately and .i"f:‘e:n all 1is sa
the total.

of the total items only covering gross receipta, freight and dsliv

showing =ill cost, etc., are more
ed $n spite of an effort to do it
14 and done the real anawer lies in

Acoordingly, we feel that the 129 sheet should gonsist

selling expense, mill cost, adainistrative and net reoceipts; auch

detai)l as may be nseded can de cared for by the respective Sales

and P_roduction Divisions.

The investzent as of September 30 in the paint

and varnish business is as followsg

Inclucun% S8alee of Products purchased from
Chiocago Varnish Co, & Investrment dus to eush
seles but exoluding Nendel St. Plant Invest-
ment & Raw Materials I.nnnnnt sold to

Fling Varnish & Color Works

Cash 540,000,00
Receivadbles 1,635,083,00
Materials & gcpplhl 943.780.00
Tinighed Pxo 1,393,035.00
Fin. Produot cuoago) . 88,073.00
Defezred Charges ‘ 104,439,00
TOTAL YORKING CAPITAL - 4,683,398.00

total Perzmanent Investasnt -—p 348,737,400
6,031,135,00

TOTAL INVESTUENRT

~-

According to

Department 4n the emi,na,i':i_o_n of other oot-pufu. the zatio of ome

/."\__
< - t - v

-

tHW 00104100

the experience of the Developaent

a4~
to one for sales and tL;tal investzent is proper., Therefors, for
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onr fo:euated volun_e f.cr 1921, tho ol wunent ohould bc- .
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84.250.000. &xbt_:aétxng the tota'i pcrumni invutunt‘ (-aich 2
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eannot be chanaad appreoiablr) of 81,_;48.737. u hau a.g a.nond.
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__ reoeiva.ble' an( ’cuh' a;s aga.lut tho weun}_ &m ot 33.1?5 C&3.
we ha.va an alloublc aaount Ior coahinsd ﬂ'cntoxus ot 31,401.31

S h LT Y

as r.ga.inst the pruent 1tel of $3. .877. !hh um thn n

R RN ...:-, .

:eduotlon ot uterms ud supplua ud ﬁnuhed p:odnat nmst. hﬁ

o 31.001.504. ' TR e
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matatia.ll ot 3300.000 but tha.t on the cther ha.nﬂ w hgve sono } '

t-

5700.000 wrth of tinuhcd produotl thich mt he med sonehov,

,.-.

shether 'by auotion salc or othervhc n a.:e not :et prepued to
atste, aa a good dea.l of 1t u obsolete end. aloud out brandm. -

¥
* MUSEUM & uamnv, "Box 363, mnmrn,,non. Delaware

. . ror the aboﬂ statod rcuom u cannot. foro- A
cast a.'loﬁ“ﬁr-'mrn on tho mvutzenf. too but tould luaut a.s least
six monthe to gat the 1uvestment dom to the forecund uount _

so that we my expec: a 10$ retm on tho paint and vmiaLLn:on

ofn the HAGLE

zent in tho last half of 1931o~ e
oung to thh uveatncnt -uustion u 19 ad=’

visable that this propoud pla.n be put in toru as aoon 88 poasl~

ble 4f 4t 4is at all tavo:ed, and for that Teason we han not taken

the time to uupply the detalled ngnru shich the ccpupcils posses

backing up the figures in th_io ropon. nso the pouibllity of

getting ull writd-domns and charged off 1tenn into our 1920 books
¢ 80 as to have 1931 start on-a fair ‘basis is importente - ..

S. B. Woodbridge
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