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Beginning of Side A

INT: Fred, could you start from the beginning when you joined

the company? What were you doing?

/95 R

FR: I started with Sherwin Williams back in -850, St

started with the company, h'ired by a fellow named Walt NgSeSE?
He was then the labor relations director for the corporation. He
hired me for a project called Applique which was a new venture
that we set up a separate 1aboratory for here on High Street.
About six chemists and myself d1d all the experlmental work to

R TME vEYIVHE
get that ready for the marketplace.

INT: So you came from a chemistry background.

FR: No. I came from a brush factory I orked for CIeve%%Pd ¢%;7‘
Brush Factory out of high school and-hébhlred me into thlﬁ& I
was the security person on this Applique project to make sure
conFioen718 Y
that all the sesmz=3&y was maintained. I worked for Walt in that
regard. About two months later, they drafted me. I went into
the draft during the Korean War. iusljzgey flipped the coin and I
ended up in Germany as Chaplain's Assistant for two years rather
than go over to Korea. I came out and-théy didn't know what to
do with me. So I went to,Newark plant under Bill Graham, who was
then plant manager. —ﬁggzi started outg}here as a shipping floor

SurERV) SIN
foreman. I worked in various positions in the warehouse, order-

N
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filling foreman, warehouse superintendent, up #%%m what they

called in those days stock-keeper in the office.

INT: This would be about 1953-547?

FR: Yes. And I stayed there in various positions about seven

years. So most of the fifties I would say I spent -my=RE=ey in

. P BeNFER Rk osk/
the Newark facility. 4§peneef and Joe {Ramkrmrsiet] needed a store

‘assistant stock-keeper in Cleveland to work with a fellow called

JAVC, A

Cliff ~pPreel3 who was respon51b1e for e3t=the replenishing of the
/500 +

hewever—many;$tores there were in those days. We force fed the
stores rather than have the stores do their own ordering of
replenishment. -8 I was brought back into Cleveland ancssiz=stmssescd
assistant branch stock-keeper. We were instrumental in
mechanizing the ordering procedures and putting ali those
procedures on computer back in the sixties. =®n’f¥he first

computerization of the stock-keeping system started with the

stores in 1960.

INT: But the computerization was here in Cleveland. It was not

at terminals in the stores.

FR: Here in Cleveland. And we used scanners. We used to send

the stores scanner sheets and they would just flllEUout the
SHeerS ST AmoO crle L)€
, eeme back in, and we'd scan them ard-bhen—wetd=adUthe

B NEn REPLEAIHMEGAT oRDEN ;gccmwv/;z/'
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process—tirt~way. It wasn't from terminals like they have in the
EFFoRT #7T ‘

stores today. That was the first semi-mechanization, if you'd

like to call it that.
INT: How did it work that you ordered for the store?

FR: We kept track by item, by store, of their movement. We set
what we called in those days order points and order up to levels.
And based on the seasonality of the product we would then

= the calculation of what the

SERSonA/ Forecns?, o7 OROEK
beginning inventory was, the-—physiCal INVENTOIY—time, B r—e—m
THey A NEW EconsVinn/(_oRpFA Foerrv/Xy.

determine what

haw. much_Iioke~toeeire—tirens—tirat " Tor—we~tdré=thal_.

INT: Were they allowed to send back what they didn't sell? Or

did they keep it for the next year?

FR: One of the problems with that system, especially on low
Vvolume items, was that often we made wrong decisions of what we
put .a.n\f—:;rfre A lot of it was one time customers coming in for a
product, espécially in industrial maintenance and the low volume
painter items. mﬁé'd have to go thr/ough a quarterly ¢
balancing between stores and .‘ghﬁ’nfgren a reﬁurn to the -ﬁﬁ(/cfcfyé;:,o

make sure that they always had the proper stock without a lot of
Lome HMESUPPLES ( Oty HCZD.
QeI ST tTTE Tttt RGO Me =R o biemet Mé{/a did a fairly good

job of managing the volume items and keeping those in stock for

0007-SWP-0060196 <



all the promo's we had in those days. But the lower voiume items
it was difficult to force feed what the stores needed;¢t}¢}/ 7
REBIrWHGLEL DELx=L  OF ﬁcaue;yc)/'

INT: This would be in the early sixties?

FR: Early sixties. It was our first attempt at managing store

inventories which were historically always out of control from

the standpoint of leng—=aostrasbee,. long time supplies, and

imbalanced materials.
INT: How was it done before this?

FR: Before then it was doqe by the stores making their own

decisions on how much to order without a lot of guidelines,

without a lot of tools. So basically a person would look on the
shelves, look in his back room, and by virtue of éﬁ:‘business Zﬁﬂ‘%ﬁ?&?@
say, "I need something." It was kind of a catch as you catch can

approach prior to that.

INT: The store manager was essentially sort of entrepreneur-ish

at that time.

FR: Yes.

INT: Did your stock-keeping consolidation, by taking away that

option for them, did that make them less entrepreneurs and more
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branches of the company?

c et R #eN/ BASED duy/

FR: No, because ‘once a year we would set store limits, is.whab
REc&q ] FRST [#)570xY,
3 by units. We would send that

information to the individual store to make sure, because of

Locil . 7HET ANY

+hey knowledge, that_:hey—d&dn*e—have—semsqFd3ustments they

wanted to make to that seasonality, to that histo;%, and to the;r-
WER TNl o ccaosy /<

limits that we establisheqﬁ\ So we always tried to keep the store

manager in the loop .so he felt, even though we were doing the

SePLé )T

. T
ordering for him,ﬁ%e were just kind of an appendage helping him

do his job better.

INT: Were they also allowed to buy their own specials at this

time? Seasonal furniture and stuff like that?

FR: In those days we didn't have as good a control on the

, RES SLLécT

associated products area. Ehey could~hu%na lot of the materials!
and théy could get into what I called the gimmick”areasof other
than paint, the basic core business, and-goet—ati—enomored-iibh
senmething.and didnli.ceallii-tosuseommaeiimg=pasre. We had a lot
of control problems in those days in that area. xndC;Lr function
wasn't for that arei; It was just for the paint side. I jﬁst
want to clarify that. All the ordering we did was et for the
paint products, not for the associated products, wall covering,

Ford /TvRE

floor covering, razor blades, whatever.
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INT: Is this that big mainframe computer that I remember hearing

about?

FR: Back in those days I can't even remember what the name of
that computer would be. It was a mainframe, but I don't recall

the type of computer it was anymore.
INT: How long were you on that job?

FR: I would say probably 1966 to 1967. Then I transferred to
the other side of the busineés, which is what they called factory
stock-keeping in those days. #wd I worked for a fellow called
Joe ﬁggzxﬁsg§2§, who was the factory stock-keeper for the
corporation. In those days, plant managers or production
managers controlled what they made, when they wanted to make it,
and how muéh they wanted to make. m#istorically it was uf,ty
interesting. During the off-season months, October through
Eobrrwery=and March, our plants, especially up north, always

KEEA 2/
looked for wor& &dur plant managers had a good way of eaiieg

ﬁ,eu/u c?‘)v

p making all the whites. And in those days we
DRI THE oK~ fé/fu
could force feed the stores with those products)l 2= e would
dump on the stores the volume items during the off-season months
AN, 4
just to keep our factories at s.ane production level. It was not
a very good system, but that's how we operated in those days.  So
in the late sixties under Luther Schroeder we became more

concerned about the growing inventory and the lack of velocity in
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our working capital. Our inventory was growing
disproportionately as a corporation to our sales growth. 1In
YR, ScHRoLveA
other words, :hc,’was looking for ways to get our inventory turns
improved. So we said, the first thing we have to do is we-imve
Z22 get control over what the factories make. 2ar# ’ﬁgat's a
traumatic experience when you‘ have a plant manager out there
pretty much making what he wants, when he wants, and then have a
method of getting rid of it by force-feeding it through the store

—a——

systemnthat's &5 ideal from a manufacturing standpoint. A

strictly manufacturing philosophy in those days/\ The more you

make the better, lower that cost per gallon, and- somehow the

.2

consuner out there is going to buy the product. It was Wi kind
Va1 X c////f’ /7‘}/47 NIEED ST CHpn/l/7¥¢.

ofﬂmentallty It've got to be real honest) For many years it

worked. We were the biggestp' We were the best. We were /W)ﬂ(?—/( ONE ;

RISING €057 Cotd
ety Ve were known for our quality. Our prieing-wasn't that

£ PASE EV ol
W And pretty much what we pushed out there we were able

to sell. That's in the sixties. That changed in the seventies,/

' acted So we had to get a
R ToFRL WERK AL 3P 70l (WHil£5RLE LevEls RE [aukl
handle on/\‘m; &, first job was to get & controljm

because in those days distribution centers were all attached to

plants, for the most part. We might have had a few regional
T N7 mpyy .
distribution centers around the country,\ They were more sales 57“05k/ﬂ//

centers, under the control of the sales department &u when they

WHEAE SERICE SR V4
felt they needed a regional location teHEve-eeme=

oy E— T LT

F#Cﬁ/ﬂ\é DISTRIB T jery EEANTEA toips WoT o= ©Uiir<, 4N/

Pt oweE A

But basically, most of our product was kept
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at what we called factory warehouses. So the first thing we had

to do was get some type of forecasting system that mirrored what

our shipments and éal s were going to be. So my first job was to
Za

OZfvElo /7 ot No W, :
-gagza;‘forecasting system in place.A I'm going to jump to the

3

S paien, PLET] AT
<2d=re hired a feflow b

early seventies.

. (
¥ was then my boss. And it was gty A7/4/70

charge to take us, from a computerized standpoint, from only look/#//
at accounting applications/

CCR  EgHNE T
Wpuf\ﬁn//\ope}rgatigﬁs‘//gn the computer. 39% first job with yz /77/57-

center ordering routines. Z#2 I helped develop the first
#VD THE ,

. = % s 5 8 8 8 . 2 3

L sryis g id S g
W the mid-

n. Then in the mid-seventies they wanted
THE CoRPopBIE o/ €T700 -
me to take a look at/ldata processing, In those days data

processing was corporate and all centralized. But as we got

. . SR.mer 770
bigger and bigger %4ey wanted to take a look. at ,accountabilitiesf’l/
Sl A : :

T e T o = 7 AN

» e ‘/7
PR Re—tnde=tiren _Lhey_LisuaiT_Horb SWiLE frorUarada, And .
. F T : /\' A\
/

. . WE .
they said, "Freddie, want you to work with Herb Swift from

wt .
Canada," who wasthen the corporate controller, "and/q want you »

8
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to take a look at breaking up corporate data processing," for
what we now call the consumer division. It wasn't called that
then. It was the coatings group. "I want you to form an MIS
group." So the first management information systems department

broken away from corporate data processing was under my control.

/2/Z F/,ea’ w/m/ M/jo’/m/ wHS T O

integrated systems. 1In those days every application had _their
‘ VNI EVE AT B P EE -

own master files and thelr own data m But when you

brought information together across functional lines, from

personnel . to operations to accounting to material managemenf; to

; /
distribution,v everybody)had their own systems applications and
their own data files. But a lot of the data is common across
functional lines. So what we would try to summarize data up to a
division level, the timeliness and the consistency and the
accuracy of that data was terrible. So my first job was to do
what we called in those days integrated systems. If there's a
data element needed for the m that data element is
maintained on one database and used by any application,
regardless of the functional area. Ug=Satied—tiTAt ARCEgrEEeE
syatwmsn.  So the first thing that I did was develép a common

//A‘ c&,{ﬂﬂ%?‘/ a/!//
product file and customer file for thw&ta% Jo we had

consistency. WWMWS '

Tt apEenyfiees~job. .So I formed the first management

(m45) —
information systemsAgroup for the corporation.
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iNT: It had been so autonomous that there was not a common

product?

FR: Not a common product database. You could have a product

, GEviayl
called something different on A databaseg¢ ., You could have a
_ different number identifying that product on a different
database. You could even have a different price. We had a real
pricing-billing control issue. We had no control over
consistency across all distribution centers of what they charge a
customer. Any customer, depending on the sales person out there,
could change that database. So you had no control of your
margins;midd;c—cm. All was éfter the fact. -$2#Md& had to
centralize that to get control and consistency of what we were
charging customers, the discounts we were using, etc. That was a

T £75 HFelt
tremendous undertaking that we accomplished.

INT: Fred, that sounds so important and elementary. How did the

company get by without something like that before?

FR: In my view, and not being critical, because I've been
through the good times and the bad times with this company, you
get so caught up I think in being the biggest, in being the best,
: BT By PR eE
and always being able to sell your produc} in the fmarketplace.
A

But that changed in the seventies. The OPEC crisis came up on

uswity B véETLEVCE .

10
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INT: Excuse me, ‘I want to come back to that.

FR: Tieoumo—apon ot }glot of our raw materials are
Brsil o o/t FELY S70K -
derivatives fromkuﬁar Our raw materials costs started to
escalate. We thought we were on an expansion plane, that we were
going to all grow at some phenomenal rate..—We built plants
accordingly. We put a lot of additional asset into our total
system with that anticipation of excellent sales grewth. All of
a sudden, we woke up one day in the seventies. Our costs were
out of control. Our competition was much smarter. They were
looking at the marketplace, seeing the changes out there.
Consumers' buying preferences weren't the same. We lost touch
with that. And all of a sudden, I wogld say by the mid-
seventies, we woke up one day and said, "My God, we can not just
pass on our cost increases te the consumer and have them take
it." They're not taking it because our competition is finding
ways to control their costs. The Gliddens of the world, the
Benjamin Moores of the world, the PPGs of the world, in those
days the Du Ponts of ﬁhe world ~- they were finding ways to keep
their costs under control. Yet, we were not. We were thinking
we could just pass that on to the stores divisions -- our
saviours always -- and somehow they're going to get that from the
consumer. No longer was that happening. That's when the crunch

EXr £/ 5108y .
started. So we borrowed. We've to borrow for long term t01/4394@4;

oF au/( ST T ¥/ C /a,g.,f/‘ I}yz,/;%,,,,y"’ Cep Co. /§/,<7,¢q

-

DA a6 olo e e ER o Womeliesrs prided 7/
A

rrjé LA PHILO !dl’# v
e¥rmztyas on Luther SchroederA K2 a very conservative

11
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financial gux’.always knew how to manage cash and always could._-»
NZHFHE LHTE Ip 5 SHNTFENIA D=/

make payroll. =agian+t ha T hekEe . O] =

Yl56 BECHn1E /2141 /ZQoaufm < ;;(7.4,1, Wy 00;(:-‘2/5}

Bot=rst wo=hnad—to borrow Shertvierm. —&d I guess we got to the

point when Mr. Breen took over in 1979 that this company was just
about ready to go under. If it wasn't for insurance companies NOT
wanting to call in the”zcovenants7 T-wgpsgatd they could have

brought us down 1n 1979 if they really wanted to do that. They
coula/fake us go Chapter 11. We were in serious trouble, If you
wicaad

ask me why that happened, I just think we got caught up on not 2§
NoT Confliié €257 )

recognizing what our competition was d01ng,Anot recognizing the

changing buying habits as far as the consumer is concerned, and

wHI
the competition @ becoming much sharper and our consumer «# much

more aware of looking for value. We got caught up in all that e

- e I N Dojn)l, TH<E
It's unfortunate. A lot of good people got caught up desEat. :

<

s ) - <
Uols WLL Fhis MAps OENEEZL )
:

INT: Oh yes, it really makes sense. It ties in to what other X
people have been saying. You've said it very well. The lasf z
time you were putting together the integrated systems. f

FR: The MIS. So then they wanted to break up in divisions. I

forget the timing on that.
INT: It was 1977.

FR: 1977. So under Bob Tschannen they wanted to take away what

12
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we now call material ménagement, or distribution, from factory
operations. So I was brought back to work on that assignment, to
develop a material management} distribution organization separate
from the traditional manufacturing organization. That was fun.
And if you can appreciate, when you take something away and you
make vast organization changes like that, from the top right down
to the plants, it was a tough job. But we did it. We formed the
material management/iistribution organizations separate from the
reporting chain through to the operations factory side. @éﬁ
wanted to get a focus.  We thought it was so critical to get a
focus on the logistical)material type of operations, because we
are a very material intensive company. The cost of our product,
just f;;:inistribution cxs@@er -alone, just from a handling
Skandgsine and storage standpoint, in those days was like thirty
cents a gallon -- that's a big number -- in addition to the
transportation costs, which could be another fifty cents a

& Lo Apt
gallon. So ymir—sesidwPe fast approaching a wirebegecail-

2V

logistical related cost of a dollar a gallon> And éoy needed
22y C&n/f/Zol

focus, We—neede o S - ]
A X 7‘? a/z/.vé Loo/.;r/wﬂ co 57‘/ (/nw//z C o /7ol
needed to find a wayAm more importantly,

in the early eighties now, if I can just jump ahead, it was the

time of customer service. That was where the consumers wanted
Jevﬁu*\f

more than just a product on time, SEpronaes rege  but
A [/((//Léf/ oV /",Qoyua’f ' /p‘//“)/
‘@gﬁ— Andewerro—a—Commeodity~

they wanted value added types of
We like to think that Sherw1n-W1111ams is a wonderful brand, and

it is. But still, by and large, paint is a commodity, low margin

13
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business. And w&en price is very important &2 you can't

1 a4 ‘
always sell on price, which we don't, then what other values can

you give to that customer for buying your pfoduct setg=gaie RS,

Competryem) PRoGAELY o
W who has an equally good product quality-wise,

ALso - . .
etc. M/&[e}\wanted to get more of a focus on this nebulous thing

called customer service. How do we, from the customer's

& FrEN
viewpoint, get them to perceive at=dxsr=t that we kewe value added

A
serzices)to them. ameé@ne of the real benefits this corporation
HARS
had,/\and there's a lot of forefathers that had foresight on this,

is our stores distribution network. Thank God for that base of

2,000 stores! 2% I call them from a logistical point of view :’7‘6&?
: 2590 ¢ £ et mﬂwﬂ S
2,000 mini-warehouses. And that's why we=eet—%%% of that = -
4
That's one of the big

contractorA'
advantages we have that helps us compete with the local grinder
and the regional guy. ﬁl% we didn't have thatAnetwork we
couldn't do it. Strategically we have distribution centers

across the country that are well positioned which can take care

of the direct business.and can also make sure that we_on a

% BRAANCE R Z0) T
consistent basis_deliver on a schedulefto our stores. So I think
A ] oyeRovK Compirtin), A :

the,\advantage we haveA from a material/logistics point of view,

bars—reone— o=y - compEeterr; is our logistical/é\'aterial management

‘capability today. I think that's recognized by our competition.

I know it's recognized by a lot of our cus’témers. When Scott

King today goes out and tries to sell a Wal-Mart, tries to sell 4
cLvis _ M '

Home 1Z@@swexy, tries to sellﬂK—Mart or getting all the Sears

vty

business because of the acquisition/\ all of these top retailers

14
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in the countrym demand service, they demand cons:Ls‘Lency)
And they look to us to help them solve their dstrimaeten 7 o7 # L 5-“’/7/‘)/
IHES £ CL T2 LN
Y40/ problems. So how we receive material in tkewe stores, how we get
that material put away, how we display that material on the
shelves, they're looking to us for value-added service, to be the
experts on how to do that. And that's some of the way we're

LIS TS —
trying to focus on what I call today/\material management,
m—

customer service/\ to try to differentiate ourselves in the

marketplace.
INT: When you were doing this back in...
FR: I jumped in. Back in the late seventies...

INT: This is the late seventies when you were doing this

materials management...

FR: Right. We formed the first material managementﬁistribution

organization back then when we had A focus. And I ended up being

the distribution operations manager. The analogy today would be
PAlenwnisE ¢ R Dot THizr<E D

Bill (ssisserr), the vice president of operations for E=® 50 -

diwiorte» That's the job I had in those days.

INT:} How did you get that approximately one dollar a gallon

materials handling cost down?

15
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FR: Well, the first thing we did is get a separate distribution

organization and we brought people in with the skill of material

Azwuﬂzégggé;g, that had material handling eééﬁgiéééé, So, they could

’

look at alignmént) They could look at the utilization d%}rack%;
i ’
They could be unique on looking at batch picking systems which

are semi-mechanized systems for p&aﬁ%gg;geﬁa&cnaa@;receivin%//Qﬁ;*ﬁﬂhﬁf
¢ RLSO T ‘

orzzres and shipping orderg, 2vd the type of equipment we use in

the warehouse for getting us more productive. So we had a

, CHHRE 00l ,
profe551onalAﬁﬂ.nﬁfbf people who understaem the physical handling
s ! 3 vl' l!:. .
rieght=peeplo—is—differents. See, historically, stock-keeping in
| wiy AOumprntl CRocwpy " Fort PEofLE A

the old dayfﬁaﬁs3gzz%5a;:9E:ééstxibueéQn=seg;¥+_it,ﬂas_kind_gf
fhe—dumameg—ground. When we had people that we didn't know what
7«,444 WERE FRo :
to do with, whethe%A marketing or came from accounting or

they wére an alcoholic or whatever, a good place to put them
" o

historically was in stock-keeping. We—sexldld-fartr o for=than.

U , &2 -

%2 Ale had to change that mentality. And that's what we -kricd—so
, /! N D37y gL 7/orn

s So bringing in the right people and focusingdl think}gre the

of products.

two kXey issues.

INT: Then after this were you doing that when Jack Breen came

in?

FR: Yes. So after that we were divisionalized. And then I
think the first division manager we had in consumer ~- I worked

for him -- was Wendell Gillenk.

16
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INT: So you reported to Wendell.

lrEqwsl ( )
FR: Yes. TeerErchanacd. H%qpht another fellow in charge of

the operations and he put me in charge of what we called then

OPERIIIYE By STEHRZ,
material management. So I had all the customer serv1ce, order

£4C. .

entry, ordering on the plants, . All
the material that we would order on plant, a batch size of when

to make and how much was under my control.—So I did that side of

ULy £LL
it. Aadzhe—hlrgd another fellow to do the operational side of
Avgcd = RETFen) 51 B/L)TIES -

running the B2E. We kind of sw1tchedm Then mo-teuc&ztatdevelopél?
systems in the eighties that would improve our forecasting
capability with marketing and improve our production planning
capability with the plants. So we did a lot of enhancements of
Ty /Pp o véd
systems, cemputertrstiwmsyed®ms and procedures, to make sure we
}%}4/4//4 CED o)l e /n/l CR/THE 93 cprer - )
de—a=peorer ob-of-bhats> And just Yo give you some idea, in the
early eighties we were giving service I would say for the stores
division, which is just an example, that were in the low eighties
percents— Our product availability were running in the low
eighties. Our inventory, velocity for finished goods,;zr
£

23 7o
inventory turns, probably w&@ any better than/l four aad::a:bs&-f—

turns a year. TFhat=meansweltre—turrinng St —hmwentorn,—fram a

s. What we've
done from then to now, if I can just jump ahead, our service
levels in 1990 ££smh43uyéha&—e;gwereg for the stores were running

B0THHNS L5 D
96%. Our inventory velocity from that 425 tsteimoSie—yeou B9

now turning at better than six times a year. So we're getting a

17
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lot more use and goodness out of our inventory with a lot less

investment. TFratS=mr—ejnanple-.

INT: Okay. That is merely by fine tuning the systems?

FR: Getting better input from marketing, doing a better job of
forecasting your product needs with mafketing, having systems in
place that allow us to do that, doing a much better job of...

And a lot of it I have to give credit to the plants for. If you

go back into the sixties and seventies when we had that
ft
manufacturing mentality, we're going to make what we want to make
i
and they're going to find a way to sell it, since the early

eighties we've been desperately trying to change our focus to be

a marketing pull company rather than a manufacturing push
! b £ HRUVE / 7
company., And tiEEths come a long way. Eﬂkyasaz&-aﬁgkpart of this <AHYWC

is what I call attitudinal in the plants, where no longer is

their number one goal_ cost per gallon _where bigger is better.

) ? KZLALV7LI

Now their number one goal is customer service. . Mds<d=d®y have to

make the mix of products, whether it's a little batch of sky-blue

pink that might be only 500 gallons, as opposed to a 10,000
PRo-mull |

gallon batch of pfpEsmEmeY 700 white, which they love to make.

It's as important now that they make on time ,that 500 gallon

batch of sky-blue pink to service that customer as it is to make

the 10,000 gallon batch of that white paint. <§§dj2gg;'s a

w e
tremendous cultural change Hwet also had to take place in the
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So I
have to give the plants a lot of credit too from the standpoint

of flexibility and capability.
INT: How did that cultural change happen? Do you have any idea?

FR: It didn't come easy. I think it starts -~ I'll go back to

Wendell Gillen?and thremruo=went—threuwyh Ted Hopkins. _E=probably

managers had a philosophy of the customer is king. They all had
a different approach to it, but their basic philosophy was that
the customer is king. And every one of them -- even though we

0 HLeNl po/7Y ’ Gesrv eSS
. change” guards and a 1ot[efzszaas<¥eu‘ga§-a changing philosophy ee—o
A

every one of them made sure that the

Twsrs742 et
organization understood strategicall thelr direction and

FHE o=y C{/ 67"éM£A 16 k/n/[ ﬁ/HLﬂ}I/

Andooneef-the key element:.was the measurement system‘gs-19%V47

rue Ly M»‘*V#*“mfdf 774 ~(Hog o Frete
incentive system fogﬁﬂ“u;_ = :

l"“'"' A=F 9@ =2l e ;‘_-_—:5'3"'—'"“ IW‘M
c,am“‘m"‘on/ (»a,y-ts ;L /gzcapm/wfﬁxé/‘?y Hz&ﬁﬁy AccéA*‘Mz:/

PPl HceL

S I'm not saying that's the only

. 44(/.5& a_
thing. We had a personnel phllosophygﬁhuman resource philosophy,
that as we looked for different people to go in the plants as

plant managers, and the first level underneat%)t!ﬂbfzghidksh;:
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we were looking

for people that had a business point of view as opposed to the
THHT STHRTEY 45 H BLr ¢ (A!éw/57‘
old technical guy, tha=stént_£rom—vears on- Sh—lsmeaiian

f an-ths ”
got to be a technical guy to be a plant manager -—~<=t

necHEE -0 . We experimented. Take Bill Antonase. We got

Bill Antonase from the accounting side of the business. He was a
» MorRoW PLA 1y T —— UNHNEHRO o F
controller. And we put him as A ed<unt manager, LREoEw:,
BEYeor /4?0 P
S Eac T T p-2088€. An accountant? He did a heck of

a job because he had a business perspective. And—we=did-—more—in-

72¢.
Lt~ We're looking for the business perspective in people as
A " pagf 1/

opposed to thehtechnﬁcrat'% Apd—Firrnet poom=poeing—that-

at=thebusinese—_ I think that selection of people again was
. T
critical as!;’caused that change to happen.

INT: Just to finish off your career, has your job right now

changed?

FR: Yes. Last year, in 1990, I was put on the acquisition teanm

for Desoto. So about August, Frank Butler said, "Fred, you're

going to work for me and you're going to be my facilitator to
cause this integration to happen once we sign on the dotted
line," which we did in October. So my full-time job just about,

since last summer, has been to integrate the operations of Desoéto

into sherwin-Williams, System® and procedursc—and-cultEumre=amt—arTl

0007-SWP-0060213 -




INT: Could you just elaborate a little bit on that? How does

one integrate something that had its own identity?

FR: You have to make some basic decisions up front. During the
process of due diligence, which went on I would say since April
of last year, we were fortunate with Desoto in that most of their

line operatin eople were very open with us. So we got a junm
ﬁ#éjgﬁfﬁéé xfkozh S ¥ °pP g Jump

on.;2~ And.ﬁbme of the other pabaséi®l acquisition teams that I
74 HilwerY’Z Zigs7in £ L
worked on, was not the case. But in this because #iny
wn’t 2wt SRyl ppty T Losk<r
were very disenchanted lsmy,Desoto paaa%e’
H7+ sw A 7 7 NwHrte ka//gﬁ 59 S/sw/dk

§
LN

ry

27
7Ziey could see Sherwin-Williams as being just a wonderful savior

that would get.jhut company back up to what it used to be. S

WE L ERE
tﬁé=§EI=anas-besng;able to get real good information of how they
operatep from a systems point of view, a financial point of view,
e ALY,
an operating point of viev> Azaarwe had a very good feel then of

their people. I spent a lot of time in their plants. I spent a

lot of time in Chicago with their headggarters people. A Aot of
74 7“#4//(/3

EOSLLE

A/ £ ///M A éaw y‘-’é‘ 4/4/4
: ) = . We_had a

us did.

good feeling for their systems; We had a good feeling for their
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operating policies and procedureﬁ;'and from a marketing viewpoint
7to let this

of what they did not d?’that they should have done
' , 7A
business deteriorate as badly as it did. So with %%t background
and knowledge, we could say, “Okay, we're going to have to make
some hard decisions." And Butler said, "Okay, this isn't just
going to be a one person problem."™ He focused himself and his
staff, ebomE=—STR people en-Irims—awa$sf, and we set up starting
September -- it was my suggestion =-- that the staff must neet
weekly for one hour. "So at eight o'clock on Monday mornings I
Yoo 8y ny] 7 9%, BT
don't care whatl - you'lre going to be here,"
/!

Butler said. "%l we're going to review all the issues
surrounding the Desoto integration. Fred's going to be the
facilitator. Fred's going to bring the issues to light. He's

‘ CIE Fr&r
going to develop the plans. But we're all going tqﬁ}nput‘ylyz7 j@ﬂ/&47\
together. And we're all going to have our organizations then do
what they have to do to make things happen on schedule." The
first major decision we made was systems. We decided that their

v OFFERED | rL £ ©K ‘

systems were so antiquated, Lﬁiﬁtﬁqno control for the gmsEmofthe
business, that it would be senseless for us to try to bring those

S-&/ .

systens in‘l:o/L

So the first major decision we

made, and it's major, was we're going to put all of that two

== " DLl A ASLTIE

hundred million dollar business on Sherwin-Williams systems.

K sV RESPATILL,

1C A
“tf 7HE 7 )
—SoRpany. So tg;fa ecision, then, that I have th%i}ggb I pulled
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together about eight people, full-time, reporting to me from

e — ———
various discipline§{~£;sm financial, #ssm material management,

R Py ey

fzzom distribution, £zom accounting, personnel. Fuii=iime,
jini

Y «::Z;;y all had,
5 T/0W )
apetowmi-en-wise, specific responsibilities. kﬂ&qgﬁmajzggy each

developed their own plans. We just developéd an overall pefZ’
Hrowe ¢o[tl KLY RES/ BalSr G0 /7 /LN

chart of all the activi&ie§A | ; \
T AT : ssaded SupE FStTE Organizasis Yz
FHEA W STHF LS FRepq)f” smope
wouléAfeed back to the weekly meeting with Butlegd_haid lodk to

the functional heads and say, "We're going to have to give Fred
the support in this area. We'd better provide three people for

the next month to do such-and-such." —— 2 5 Sy EXKie7 2l

INT: Those people have moved in here have they not? Desoto is
slowly moving in?

yoras
FR: Yes. Wﬁldidn't bring that maqzﬁpeople from Desoto. We ]
brought the marketing and sales people intact, for the ones that
would move, and most of them did. We brought all the plant and
distribution center field people intact. But most of the [J£.5¢77

headquarters are people we did not bring. We didn't bring any of

the R&D people, didn't bring any of the accounting and support

people. id wa in i e
material-management-operation side of the busiTiess from Desoto.
Fhratts all weproaghit
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INT: Now, by not bringing them, the ones who were not brought

are gone?

FR: Yes. They were separated.
we had a separation package for all those people. But they are

gone. They're out of the system. The other thing that I think

was important as far as how this integration happened was focus 455252355
by théigéaff and Butler's ongoing concern weekly that everything

was on schedule. It was interesting to note that the

organization in total was able to take this on in addition to

keeping the regular business, running. And do we-have people-

YEst o
stressed right now? Idsé-in-a-deum. B we see a littlefmotion
once in awhile? Absolutely/ But as of January 1 we were off O<£.5c7%
ock DL5070 Grsywfbsr T 5

thetr systems, which was t&s# goal. Aaé22h=;tsa fully

» L] 3 L3 *> ’—'—-'
operational in #}e Sherwin-Williams methodoloquLprocedures,hgﬁg&
that's plants, that's headquarters, that's the totality of the
business. 1It's going to take us this year now to look at the

e rriLe” S : /
werd things that have to be done to make bis integration a /&2 70
Exwmps/
success. 25;3 are: we have to get formulas compatible to

Tz Yloke At /MW 27 b8 E S AL 5
Sherw1n-W1111ams Egrrweivors

: t 1S aRt—te—our__
a;tg::nfsthis=3tnﬁfztg,;=:g9=eu;;xgx_ggvgr1a s /Aézé(

tec®T8gy. Because that's where we're going to get thiﬁleverage
114 /7
and the bang for the buck. And we've got to do this in a way
wonyt JEPREFE
that we desr—hpEE=the quality. Because Sears is very, very
/1 . ' /5 L7 -
concerned about their quality levelgj So wmos Home BopPel-. Iifis

24

0007-SWP-0060217 -




todo=Ftlris. We're going to make these changes aaé—we*razgﬁgng_ta
Ang 7
hﬁé&éﬁi&gvkthey're going to be transparent to the customer,. whemse

bhurd¥eEr I'm working on a logistics plan to take advantage of
A PEET® S/
bringing together all of tizkr products with emx products and

distribute them in way that optimizes all logistica P
WEHRvE W /btf/&77ZA¢L /@ﬂay/z 445}5p ;ggq 724&{'}z27f949¢21,
costs. = » v

Iz ﬂ/f/KI%/n/F A'r/‘/l"/lf
Say—wiat- we need are distribution centers)where those customers

mLl ) ) ) )
weirkd be serviced from]wha%gﬂ&etz:batxnn>ggn;a;s, and then what

plants are going to make 2 products for what distribution
Loststres (
centers. Amd ha%ﬂplan is already finished. We were able to

close the Berkeley plant. We didn't buy the Berkeley plant of
Desoto. We didn't buy the Garland plant. I moved all the pD<£5077
Garland distribution gember from Desoto to Waco. We moved the
Berkeley distribution into a new facility in Hayward. We have a
Bakersfield center in California that handles Home Depot and PE.
&% e had that all completed last year. This year we're going to
PESe7T
close Chicago Heights, which is another Sty p1antq> And
that will be accomplished, including the distribution, by the end
of the first quarter,

THE cHlchlo //‘///3/7*/
ﬁasset base was in turn sold to @ Rohm & Haas, one of

our major raw materials suppliers, because they needed resin

capability in that area.

) KLso
£iest=guagrcer. We'raAgoing to change the mission of the
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Greensboro plant, which is architectural broad based today, to
o F Cotop g7 TPE/2LITY S
nahe—that‘qgiy a small package egg;?-manufacturlng Eacdeibar

R v . We had too much
/4»4/.0 ao}( LB} T tes NE -
fixed assets sitting out there fortire—wvapabidity thee we—itad-

CRENTLN Lyl LR vH/L/2ED0.
fr a . We don't want to de=tlaak-.-and.make that

mistake again.

el V4

INT: So that will be tinting or that will be small batch?

" =F ) S hemn = A

FR: It will be small batch, small size, quarts and less. I call
. Cole K KA
it small package. And it will be w&r manufacturing, e

ms
of=the=ywgr. In addition, we're going to open up a new facility

in Orlando. We have a wonderful plant that we bought in Orlando
which is strategically located, just perfect for us. And we're
going to put a new distribution center down there and begin
pe FTHE [lopizy HARAKETS
servicg which is just going to be
tremendous capability for Wilson of the Southeastern Stores Z&/¢/5/¢417.
And he's

Trme j _
very, very excited about #hmt p0551b111ty<9/£ EXNCELL By 7757

CRow A 110 FHE FLell/OF  Lrsip<) -

INT: Orlando was a Desoto plant?

<

FR: Yes, Orlando was a Desoto plant. And the other Desoto plant
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that is strategically well placed for us is Columbus. .zﬁafgr;t's
BotH /9/[/47»,‘4/7‘9 /W/z/——f‘ ripe S )om)
a plant that ha;ﬂemulsion and‘4 N —Sodargmb—loaced

capability of manufacture. ggﬂﬁﬁé're going to be looking at that

CRow/yl THE

whole facility to really help us out with industrial malntenance;§Zaar
i 23

End of Side A

Beginning of Side B

FR: So with that Columbus facility, that will give us additional
capacity for industrial maintenance type products. And we're
going to really look forward to having that additional
capability. The other thing we're rationalizing is our east
¢ Ay7="
coast distribution. We have a distribution &&e=e in Hunt Valley
that is getting crowded. And with the acquisition we have a .24%ﬂ7g7?%b

h//s!/c// éz/f W/l[ Cliv!Z' {7/ 540 a/C 757 g% .
lease at Lancaste;% ) @ ' - SA-F s

out=ﬁfffEEra,-thgizégigg:EQEQSQ- We're going to close that
facility and we are in the process of taking over a York fa0111;¥ oy
formerly used by the automotlve division.

7S vl C
<Bat—tirerhad.feund
J//ﬁ,(/,/—( - u%/z- /foyflff fz ,gz,(/;:,ﬂ.cz AL ST E
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mm&mwwl{lso puttlng Sears business

#hmn into this York facility, which is going to be a great
Zar  fFRI Vs VE
advantage -t:egh::'mg down our logistical costs. SS—in=that—sense,

CoR 1997 4,44
Mﬁls to get our distribution straightened out so we

optimize all our == iogistical costs.. EBhtShi—onec—wWeshave—the.

By YEFA~ S 20
& £ S-W products that should be made in Desoto plants will be
1 L KBl PES070 fRip w75 FHRF Feny

made in Desoto plants re—tmiando,—becans. Ml
,5,4— /"/5‘7"/ /‘7""’4/75 14//&( 5 < Wdzﬂ/ Zoy St PesY/)

Wé ol
let their plants}
ﬂ .

where it makes sense )to make our products and our plants to make

VZZ4S
their products. 2ess -ﬂat's w/‘plan for the third and fourth ~2 <7
. U sYAEALZ

P —kneermttng these
A

costs down and make this acquisition a real winner for us. &

gquarter. Because again, wg

/ﬁgese are the things we have to do to make it a winner. That's

#A CHGLLEVGE PHYE,
going to be./\exc:Ltlng for \1991 to accomplish all tdmse.’
Vs /7
28
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INT: That's right. You're a busy man.
FR: But we have fun.

INT: Fred, you have gone through Steudel, Baldwin ~- you didn't

say much about him.
FR: I didn't know him that much.

INT: Okay. Steudel, Baldwin,. Spencer and Breen. Do you see any
differences -- was your job affected by the different

administrations?

FR: I have to get personal a minute so you understand what I'm
going to say. I'm a late bloom;r. It took me awhile to really
-get going in this company. I got my education the hard way, at
night. I wasaﬁééénﬁo 40 wheh I got my undergraduate degree. I
went back for my MBA when I was 48 and graduated wis=Pt when I
was 50. Significant jobs and really being able to contribute, in
looking back,,E;;:f?}y didn't happen to me until the sevenfiesf

I started on aAcareer in the seventies. I'm 59 years old, so I

was in my forties before I couyld see myselﬁﬂ, And=2Ecrtsiaen- 1've
27 '

MILT ALL | AUL
got a lot to than#Afoijtﬁit because he gave me tﬂagﬂppportunities

back in the seventies that allowed me to grow, “ess=and

erenraged—®e. SO with that as a perspective, yes, I see a big

change. I—=es=tWet Lo contrast the Breen era, which is the last
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ten years, versus the Spencer era, which I really would be
knowledgeable about, I think in the Spencer era -~ and I don't
mean to be critical -- but it was tough to break through and to
see clear paths for people. It was fraught, in my mind, with
cronyism. When you had people that grew up over the years, ‘that
went through Chicago over the years, you almost had only one

channel you could go through. You had to wait for your boss to
Vol woutt & ET fHS VIS
die and hope thaEﬂye&*re=gzésgﬁtu=getztha§, There wasn't a lot

of cross-fertilization. There wasn't a lot of opportunity. Now,A
L CHLEL

Spencer used to have what he-aanﬁs%saesi%qa junior achievement;@qov?i)

where he tried to take key people and do some cross-

fertilization. I suppose if you asked one of them they would say
AHIS WS I TEAZ) FIC EpEH.
the—gG3Fect—appoaita. But that was a very select few number of
H RERL peRNNET o7 cHhpnesX

people that had tazfﬂopportunity. The masses of people didn't

know what channels were available to them for promotion. The
other problem was that we got too paternal and we got too

ingrained. There wasn't a lot of outside people coming into this/
. PSS E CPHEpLEL
organization. I don't mean there has to be a=3®t. But I think

you've got to have a balance because you can get stodgy.— You can

geg stalgé You don't see the forest for the trees. ,So I think
e Zowreewmily |
st got caught up in what was happening1 which prevented us from’

really understanding what was going on in the marketplace,in my

4
opinion. We got caught up in thinking that we're going to
/e ’e Coet o Cent}/my L&
weather any storm and we cnﬁkjust pass those gzsssg on to the

consumer and they're going to keep accepting it. I—thimle-tIat's

Spencer was a
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brilliant man. He was a visionary in a lot of ways.
Strategically, when you talked to him, I think he knew the right
things to do. I just don't think he knew maybe how to get them
to happen. So when Breen took over, the radical change that

everybody saw immediately was accountability. And he broke the

pieces up a little differently. He said, " goihg—to—break up
,I
ad I'm going to really hold these divisions accountable." We

had the automotive division, the consiyfr division, the stores
SPE/BEILY PR ‘o -5 Ore) e,

division,Alnternatlonal division. Ullm—sedne—to broak—thesse Up
And I think the

testimonial to that is Tom Byrd. He was very close to Mr. Breen.—
7%%?4 Bo?//
came from Gould, ~T=thinl—ubere-Mr—Brecnias—at. ~EW:

¥/ Khe troops s the ranks,Afair—haired boy, Tom

CoytP
Byrd ees do no wrong. But—Fom—Ryrd-ditnH-rtalrIow-—strat oo
W EN THE CoATUMER B/ slm IO weF Foliom et
/z *‘d\/ /4—4/0 Mz}/.( /524 > B / »,40 FHE

7o m/;t/o‘ /"//é ////Mxo”
. Now, that's an example. So I think when people know

AL50
that they're going to be held accountable, and they oésen know

Fom g EE/ YL oML,
that they're going to be rewardeﬁﬂ yos=xs, that's the good

side.

we&%3;_EgE1Jygsﬁﬁéé%;ﬁ;ﬁiﬁﬁiizizugdrewards people well, but he

also carries the big stick and makes sure that you know>1n doing

your functlon}you're going to be held accountable, And that has

7A)E
permeated down throughout the organization. 2 I think S Irnfel £
ﬁ#/uéo/%/}/ aa(/pL,& /«//f,s/ 55%57/4/& ém-/y//‘xa/ﬂ/ ’

ﬁ%?? allowed us to be as successful as we have in the last ten years,
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py _
the change as—fxr=wxs—F‘vo=peen.
/ FRonn 1Y) PPERSPESTICE

INT: You don't remember Baldwin at all.

FR: In those days we used to say that Schroeder really ran the

. V{4
company. -TE-—wEe={gneiedr). 2= Sch{geder was really the power F=EA/mw 2
HE THRonn 7 FEEP 50 S\ Lo Arae/T
A in the company back in tﬁ;{aé;;éas;.a&mﬁ:hhaﬁ«Baldwin -- I don't

really have any clear vision’;

INT: Fred, what haven't I asked you? What haven't we covered

that we should?
FR: I talked too much about myself.

INT: No, no. We got a whole different perspective from that

that's very valuable.

FR: I think one of the key things is that the traumatic éggg;a\

oL ST LRI 0 F PRGFITHRELE ERanr N s P
£aem the seventies and=puculin te<bire aightiss-on—smpath—of-

E/CHT 1S5 , ,
.+. had to be attributed to a lot of good people that
HLRZpe :
weri\here. That might be self-serving from my standpoint, but I

truly believe that there was a middle managemeht cadre that was o/~

/1 " CAL)BEA- . ¢
good management pssspe. And I heard Breen say that one timeJ He
ﬂfkay/wf/‘ééfw

even recesessed that that's one of the reasons he took the job.
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And I really believe

that, because a lot of.the people are the same from the

seventies.— They're still here today. There are a lot of new

people that have come into the ranks and I think that's healthx;
" V4 0;0 LNVEN
But I think it's that mesh and #==t ability to work together with
PHRT )7 S 1P lLon s 7o Az/f//"l/é

%er common goals and objectives , as=I—pmid,-being-held-

We've done tremendous things. It just started. We
7o Cony) A IHE DESCTT
wanted an ﬂarchltectural business. With tﬂhr/' acquisition we're
about 19% market share. We want to be 30%, 35%. There's no
reason we can't be. There is nothing that can stop us from doing
that. And that's what's exciting to me. Winning only breeds
what? Winning. ;It makes people feel good. What's the
- z

alternative? ne/(don't like the alternative. &Adon't like to

lose. i-m—%e—h;se— I like to come to work and be
/10 thtsrs’ o :
excited, get &= A@&e exc1ted7 Let's get on with it. We=ecen

gelere—birad=prob Femani—uo-sonething—#IEé, And that's the

- atmosphere I think you find around here today. So, winning is
. LEHLLY Ao ‘
wonderful. Because there is anm alternatlve. me
1 sESY " sy
I've &=9n too many cycles

de=e. I want to stay on the track going up. And I think there s

no reason why this corporation can't do that. 1It's all people.

My 176 /aﬁL,‘,M/é rev yaukséé,c B Z
It's peogle and it's trust awmi=ttia_sa : y
F£&

Vov o1 /vi?n"/ !
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then sometimes you've g@#t to make the hard decisions. I don't

like to make those decisions. I don't think anybody likes to

make those decisions because you're effecting people's lives and

their families and=—add—tio=gt PRy But, for the entity and
the perpetuation of the entity and for the good of everygggﬁ;
sometimes you have to make hard decisions. And I think we're
willing to make those hard decisions with—paBepre today, where I
don't think we were willing to do that in the sixties and

seventies.

INT: Do you have any pictures? We've got the book coming out
too. Do you have anything? Pictures of meetings? How about the
setting up of the management information system? Do you have any
candids or something like that that we can show some of these

people?
FR: I could look through my scrapbook.
INT: You've got scrapbooks?

FR: I don't know. There may be some work-connected photos I can

pull out. 1I'll take a peek at them.

/
INT: Good. Then we could copy them and give them back to you.

FR: Let me look. 1I'll be glad to look.
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INT:
FR:

INT:

-

Great. Fred, this was really helpful.

Was it really helpful?

It really was.
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