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WG: First question which is, could you kind of give us a summary
of your career at Sherwin-wWilliams and when you started, what you

diaz

WS: Sure. Well let's seé, I started with Sherwin-Williams in
the épring of 1949. Prior to that, I had worked for a small

family-owned company in Cleveland.. That was right after World
- War II. i decided that I wasn't going to get any place in this
family owned cémpany because as people kept getting discharged
froﬁ the‘Army'or Navy, they got promoted very quickly to front

office and I wasn't a member of the family.
WG: What was the company?

WS: Well it was a little carbon company on the east side of
Cleveland. So then I decided that I didn't really want anything.
to do with family owned companies. If I were going to go to work
for a company, I wanted it to be a company where my background as
a' chemist -- I was educated as a chemist -- could get me in as a
job. I also wanted it to be a large'publicly owned company where

family favoritism was not much of a problem.

Secondly, if I were going to work in an industry at that point in
time, I wanted to work for the largest company in that industry

on the assumption that they weren't the largest just by accident,
1
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that they knew something, they had a good operation and that I
would learn a lot by working for such a large company. Also on
the aséumption‘that I would do that for a relatively short period
of time, maybe five years and learn all that I could and then go
to -- probably leave such a large company to work for a smaller
company where I could get éhead further or faster. That was my

plan.

Sherwin-Williams was headquartered in Cleveland and my wife and I
both graduated froﬁ Reserve Uniyersity. She was born and raised
inﬁi?ria /sp/ so we wanted to stay‘in that érea if we could.

Shefwin—williams‘was the lérgest in its field and they employed a

lot of chemists. So my beginning with Sherwin-Williams was in

_effect; walk in off the street into the Personnel Office and say,

"Well, do you have any jobs?" and filling out an application

form.

I was employed as a Development Chemist in the Jlaberetory,

Development Laboratory'in the Cleveland factory. So I started
e Mo

there as a jupior chemist worklng on the — : . I

was a preﬁiXKtheoretlcal organic chemist -- at least I thought I

was. I was going to night school to do graduate work at night in

that period of time, in chemistry.

I found early on that many things they did in the laboratory

didn't turn out quite the way they=shuvild -- I thought they
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shoﬁld -- in the factory. So I got interested in what they were
doing out»in the factory. As I got more interested in that, the
man whc was superintendent of the factory at the time, a man
named George Menz /sp/ who was an old timer at that time and had
~ “hewuwas actuall%ﬂzﬁe flrst employer of many of the executives
of Sherw1n-W1111ams. He asked me to go into Manufacturing. So I
started‘out as a foreman in the factory at the Sherwin-Williams
plant in Canal Road. That was the original GLJ]r_ ld-dams,
started in 1866 -- or the company started in 1866 and the plant
shortly after that, wtiginali=tocation. I enjoyed that very much.
About a year or so after starting that, I was sent to our
operation in Havana, Cuba. I went there to install the first in

“LS’V¥\productlon operation outside of the United States and

<

revamped some of their plant activity. So we went there and were

there for two years. Then left and went to Venezuela. Venezuela

-~

-

ey

was a very big export market for us, but it was necessary t
build a plant there because they had so many --.Jucess highTZE;;éee
~ias$§tute. We set up the Sherwin-Williams Company of Venezuela"
with 100% local CEEEEgi so it was Jaet ;;:t ;; were providing the
know how and the expertise. The know how and the expertise was
me. I was the only representative of the Sherwin-Williams |
Company and as a matter of fact, the only éhglish speaking person
in the entire company. I designed and built the plant. I started
it up, designed and put into operation their Marketing
Department, their Financial and then turnéd it over to 1ocai

Venezuelans to run and left there in about two years. It was
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very successful and became -- and still is -- the largest
installation of itsf kind in Latin America. Now it is a chemical

complex.

WG: Did that operation serve juét Venezuela or did it...

WS: It served just Venezuela at that time, they do some
exporting into Central America now. But that is not a Sherwin-
_ e A

Williams owned operation you-see, it's local. It'spvery

successful operation.

WG: It's kind of a'licenseé of Sherwin—williams?

WS: Licensee,_Yes, And I came back to the States and continued
in Productidn‘Administration in Chicago for a couple of yeérs.
Then the Shefwin-Williams Company of Canada wanted to revamp
their bperatidns in western Canada. I wént ﬁp to the Sherwin-
Williams Company in Canada on leave from the Sherwin-Williams of
the States and spent two years in Vancouver, British Columbia.
Built alnew‘plant there, redrganized all of the business west of
the Rocky Mountains in Canada. Consolidated three Sherwin-

Williams companies into one and then came back to the States.

I came back to the Cleveland plant, the one I originally started

in, but this time as Plant Manager.
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WG: Do you remember the year?

WS: - Oh, that WOuld'haVe been about 1959 ‘I believe, right? About

1959.

PS: Oh, I gquess, Mary was just an infant so it must have been

'59.

WS: When we‘were in South America we had no children and by that
time, let's see, we had one daughter that was as she said, just
an infant and a boy abqut three. So I had gone back to my
‘stafting point as Plant Manager at the Cleveland plant.

Both felt\that this was great, both were from Cleveland, thought
we were going to be there a léng period of time. As always, we
wvere thefe for about two years. They transferred me up to
Chicago, it was my second time back in Chicago. That'grthe 1L e
largest -~ was at that ﬁime -~ the largeét»installatig;-éEZEt’ég.w
the world. | '

WG: §So you were Plant Manager -- did you go as Plant Manager

there?

WS: ‘I went there as General Manger. I did a lot of reworking of
that operatioh. Came back to Cleveland again in 1965 as the

Manager of Production for the entire paint operation. Moved

5
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thefe, stayed in Cleveland and became Vice President of
Manufa¢turing,~Vice President of Operations, became Executive
.Vice-President of the company and waglelected Président in 1969,
age 42. You have to compare that to}it;mmany as it was when 1
started.

WG: Yes, you must have been the youngest president'since

Sherwin.

WS: Well as a matter of fact, when I started in 1949, it was a
company that was founded in 1866 and. it still had -- its second

Chief Financial Officer was still active.

WG: Mr. Schroeder?

WS: Mr. Schroeder. I knew him very well. And the president at
that time was Art Steudel and he was the fourth Chief Executive
‘Officer. Art Steudel and I became very good
friends...eventually. So yes, it was~qﬁite an unusual situation.
Mr. Baidwin had been president prior to myself for a short period
of time. Art Steudel was president in 1966 when they celebrated
their 100th anniversary —ﬁ\gé\ﬁhdkcEdi he was Chief Executive
Officer; I became president in 1969. ILet's see, two yeérs later
was elected Chief Executive Officer and then roughly two years

after that I became Chairman of the Board, stayed with the

company until the spring of 1978.
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I had always figured at leaving at age 55. I was a great
'»believér that ﬁobody should heéd a public company for more than
ten years. I still think that's a good idea. I think one of the
, problemsvthat'you‘get into heading a large company is the kind of
' étmosphere that YOu work in and everybody defersaegté%gh you and
you get all kinds of perks and staff and this sort of thing.
THere is a real danger I think, dbh-terms~ef -- particularly <.
,-axﬁﬂmﬁkux&&éhe stock hediain % You begin tdoAmQCh to believe
youfself,-&-éhink. I hadn't figured on staying beyond age 55.

If you haven't really accomplished most of what you want to
accomplish in ten yéars, you ought to turn the job over to
someone else any way. ‘But I 1eft a little earliér than that.

I had been -- prior to that time -- in addition to the work I've
done with the company, been involved wiﬁh quite a few activities
outside-the company. As a matter of fact over a period of a few
years there, I served on about thirteen non-profit Boards. I've'
done a lot of things around Cleveland. My main interest was in
-thé area of'higher education. I was a member of the Cleveland
Foundation, Chairman of the Education Sub Committee. I was on.a
special committee for the Chancellor of the State,?Higher
Education. I did a fair amount of lecturing at gfaduate schoolé
bf business and so forth. I was on the Board at what d;é now

Case Western Reserve University. So I was heavily involved in

higher education.
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When I left Sherwin-Williams, I went down to Tulane University in
New Orleans as the Dean of the Graduate School of Business
Administration. Stayed there the inevitable two years and...

. /
WG: That's a long time!

WS: Decided that I couldn't really stand the New Orleans
weather, too hot and humid. At that point iﬁ time we didn't
really need to 1iv2 ﬁ&“&&aﬁ‘“ﬁf&r to that we had moved around
a lot —- as you can probably guess or understand. I said-to Pat,

"We could -- this is kind of dumb because we've always lived in

places because that's where the job was. We don't really have to

do that. We can live any place we want. I need a telephone and
‘an airport nearby and I'm in business." So we moved to.the
mountains of North Carolina - = Mpwmowed-ack to-North~CaroTinas
We lived there for what, nine years - ten years, something like

that.
- PS: Nine.

WS: 1It's a great place to live. We've still got a house up

there.

In the last few years I got interested in this*;cademy fdfsgenior

igéofessionals here at Eckard College and have been spending the
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 winter -- or three or four months of the winter down here. Got

~so interested in what they were doing and the people, working
with the students, that we decided to move dbwn here and spend
not three_or four months down ﬁere but probably eight or nine
months of the year down here. So, that brings you up to date.
. . / .
WG: Okay. Let's go back to when you hired on in various
manufacturing capacities. What were the plants like in 1949,

19507
WS: Pretty bad!
WG: Had there been much investment? Had they changéd much?

WS: Né, they had invested préctically nothing in the plaﬁts, the
plants had gone'thrdhgh.—-_oh, from the 19?05 with relatively
iittle change, q;gess«maﬁﬁfﬁctufingwcapabityt Most of the money
had been spent in setting up Sherwin-Williams owned branch '
stores, expanding the marketing end of thé business, the-—saies,
et which was a very shrewd strategy. Certainly‘dﬁring the '30s
you didn't need more production‘éapacity. Of course, didn't néed
a lot of production capacity during the War years. So as-I came
on board shortly after the War. But the plants were old, all—in-
Jdre ~- mostly in the major northern industrial éenters. In other
words, at that time we had plants inAplaces like Cleveland,

Detroit, two in Chicago, Newark, New Jersey, Pittsburgh, and one

9
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_out“ih Oakland, california, so they were in the major industrial.
population centers, the old ones and were really out of date.
The_cieveland plant dated back to the late 1800s and many of the

others weren't that much newer.

WG: Would Henry Sherwin have been at home in the plant of 1950?

Would he have recognized what was going on?

WS: Oh he certainly would have, yes. They were still at that
' time, spending most of their resources in expanding the marketing

end of the business.
/ 4
WG: Was that Steudels strategy or Martins?

WS: 'Really Steudelg. The paint industry -- the economics of the
paint industry were quite fascinating if you looked at it.
During the late '20s, 1930s, beginning of 1940s, the raw
materiais of the paint industry were changing from naturally
occurring products to synthetic products, pseoducks~of~the
V#éﬁﬁﬁﬁ@%@% -- mostly organic»chemistry.i\Paint )Q\i; from a cost
stand point, is raw material intens vg;\;%}y high part of the
cost~9&iraw materials. The cost of raw méterials was going down
all those years because the raw materials produced by the
synthetic/organic Chemiétry industry were not only betteg but

traditional in the chemical industrszéf as technology improved,

A i . Y
j§muéxe actual costs go down. Obsoleteness and obsolescence{ the
10
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chemical industry is quite hewd so you have to keep putting
yourself out of business all the time. So, the raw material
éoéts kept going down. That meant that thé cost to manufacture[}(
paint —- the final cost was é}§b lower almost every year whether
we did anything’dr not. So hheréﬁwaSmhotmmueh»-— there wésn!t a
lot of pressure on improving manufacturing costs, you see? In
other words, each year if you could hold your prices level or
only go up two or three percent, you made more money bécause your

material costs were going down. It's kind of a money making

machine. And not a reason to improve factories.

As a matter of fact, what you really wanted to do is to increase
the volume going through those factories. To do that you ﬁeed,
marketing. So~yaur. enphasis.gees—into-——~or-sates~any=way. So
your emphasis goes into sales to move voluﬁe through those |
plants. That kind of a situation kind of covered up the faét
that'the plants really were nbt efficient. That and some rather

primitive accounting practices.

So, it was Mr. Steudels idea back in the '30s that what we needed
to do was to move much more volume. It would be better if we-
could ¢ontrol thaf ourselves, the distribution and the sales. So
he instituted the idea of Sherwin-wWilliams owned stores". es,
that was his concept. Mr. Steudel had gone fhrough the Séles
Department, but not in the paint business, he came up through our

Chemical Operations. But he-wassa.~- he had been in sales. So

11
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yeé; that was his idea and it was very successful. One of the
key decisiohs made in the history of the Sherwin-Williams Company
in terms of its cbntinqing growth and‘profitability and as that
_moved forward, the more material they sold, the more money they
Vmadé up till after World War II.

After World War II things were changing fairly rapidly. What was
happening is fhe cost of raw matefials had leveled out, they were
no longér going down so you couldnft count on that extra every
year because ydur raw materia&éxﬁége going down. Secondly, we
had increased the*volumevthrdugh the plant so much that the
plants‘were now reaching their capacity. So you have old out-
moded plants running ét capacity with considerably less
efficiency than new plaﬁ£s whiézfgzgnhad a competitive
disadvantage now. But it was also somewhat easier to raise
‘prices which tended to gffset that to éome extent. That was

IN fhe 1763
Al 066 ~ e

PN & | .
«40s when I went into the company.

about the ituation

ALRY

The beginning of

this was

About 1966 near just about the 100th anniversary of the company,
we had gone about as far as you could possibly go with these old
plants. In 1966, it was a‘year of great celebration, the last
year of Art Steudels reign,éga »é and Luther Schroedef over the
.years_7— both were very c¢nservative men financiallg/and had run
the company very conservatively and had put away about as much

money in company reserves as you couldjy all of which they pulled
12
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out of the reserves in the year 1966 and moved ?( into profits.

 so the Sherwin-Williams Company also reported record profits in .

1966. Seme~vfthrtswas=yunclear/.

‘ WG: Did they both retire at the same time? |

/
WS: No, no. Luther Schroeder actually died in office. He died
=- I was in the Cleveland plant then, that would have been about
1960. Art actually retired in '66 I think -- from active duty.

Stayed on the Board of Directors.

WG: So it was a very conservatively run company, not putting

much investment into operations?
WS: Very little in operations and very centrally controlled.

WG: You were a plant manager, what was it like to try to get

capital?

WS: Almost impossible really. As a matter of fact, they had a
system there which said that to spend more than $100 in capitai,
‘you had to have a requisition in to the Board of bperators. In
~other words, $100 is the limit that anybody who is not on.the |

Board of Operators could spend.

WG: Board of. Operators?

13
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WS: Which is a group of top management officials that met every

o | o éffhwwf .
other week. It's principle purpose was to preve capital

“expenditure.
_ y
WG: How long had that rule been in place?
WS: Ever since I've been with the companyAas far as I knew.

WG: As a plant manager say in Chicago, would you have been a

member of the Board of Operators?

WS: Yes, I was. I was a general manager there and I was a

‘member of that Board of Operators, yes.
WG: So you would have gone to Cleveland every couple of weeks?

WS: Every other week, yes. That Board of Operators made'

capital expenditure decisions for the entire company.

“WG: It's a presumption that the éapital requests, the answer to

which would be no whether than yes?

WS: Not necessarily, no. But it was very tightly controlled and
of course it considerably reduced the flexibility of the

management’in,the field. This was true in the Sales Department,

14

0007-SWP-0060243 o




-

the Manufacturing Department or any other department.
WG: .So this would have been true as late as 1960 or so?
WS: Yes, oh yes, yes.

WG: You mentioned that when you were a plant manager both in
Cleveland and Chicago, you did some remodeling, remaking,

revamping of the.plants.
"WS: Yes.
WG: Couid you describe that?

WS: Well what was going on at that point in time as I mentioned
earlier, we werévpushing the limits of the capacity of the plants
around the country. There was a man who was in charge of all of
the physical faéilities in Cleveland whoée name was John Sherwin
Prescott. He was the last of the Sherwins, he was a grandson of
the founder of:-the company. The family héd no control in the
company; it was a publicly owned company. He Qasn't in that

position because he was a Sherwin.
WG: It didn't hurt though, did it?

WS: Well it didn't hurt initially to get a job, obviously. Of

15
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course, he was of the same vintage -- well a little bit younger
then Steudel but he had been around. But John was in charge of
’plantiequipment at that time and he was very aware of necessity
for modernizing the plant. So between 1966 and about the early
1970s, mainly in the regime. of Colin'Baldwiﬁ, we speht a lot of
money on plant modernizatiGh and plant expansion. But it was
trying to modernize old plants, exband old plants basically. We
did build some héw plants because paint is so heavy that freight
costs moving it around get to be very high so you don't_ship
'paint long distances normally. The average gallon of paint in
the United States is sold within one hundred miles of where it is
produced. That's why you have a lot of small paint companies.

86 as the popuiétion shifts, now you've got to d; something about
your production and your Warehousing and distribution. And
population was shifting of course after the War to the south,
south east and south west. So we did build new plants in Dallas,
Texas, a new plant in Atlanta, Georgia in addition to expanding '
and trying to modernize these older plants in the north and the

city.

To a very large extent, there was a bit if sentiment involved
with this -- sentimentality I guess, not sentiment. The people
in charge of growing up with these old plants £ext—XIAd Of & ==
inwethermwonés théy had an emotional attachment to it. In my

opinion, we spent a lot of money foolishly. You take a plant

16
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that is four or five stories high with an old creakyvelevatorg
wooden construction, it's very difficult to modernize, very
difficﬁlt to make competirive and very, very éxpensive in the
heart of cities like Cleveland and Detréit,-Newark, Chidago but
this is what they decided to do.

/

WG: This would have been Prescott's decision then?

WS: Well, Prescott and the Board of Operators essentially, Colin
Baldwin was the guy who, was Chief Executive Officer.
Unfortunately Colln never had an operating job. - Colin had always
been staff. con51stent to Art Steudel So some large extenttit
was at the mercy of people who hekpgé'confldence in that area.
It wasn't just John Prescott in Paint because it was Sal Coolidge
in the_Chémicals and Auxiliary doing the same sort of thing, |
trying to moderhize - pouring money in obsolete chemical plants,
which was even worse.

Fos S sk
So we spent a lot of money over a period of -irrg€e or £6Ur years
whllg our competitors were building new plants. So in my
opinion, we had gone from one of the low cost producers to one of
the high cost producers in spite of spending a lot of money. |

This was the situation when I took over.

WG: Was the productivity change between the réfurbishing an old

plant versus designing a new one has to do with a layout and

17
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logistics of you do it all on one floor rather than six and with
labor coSt if you do it in some place in South Carolina rather

than in Cleveland?

WS: Sure.

;{L-:j: tae . 7
WG: Where there other things that were going on? Where the
process equipment as good in a Sherwin-williams plant as it was

in a...

WS: Probably was, yes, yes. We had always been on kind of the
leading edge in terms of process equipment in paint

manufacturing. Actually designed and built much of the equipment

%

ourselves.

WG: Did it matter that thé plants were situated near sources of

raw materials?

WS: Essentially nbt, you couldn't get too far_awéy.bu;—yan—mansww
Ssonr.amaterials 7”$it was a very large plant dy you get your large
materials in.uesy large bulk anyway.

WG§ Shipped in by rail or something?

WS: By rail or by barge or truck or whatever. The freight cost
“of raw materials was not neariy the factor that freight cost of

18
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the finished product was. It was much more important to be near

your market than to be near your raw materials.

WG About'Prescott, I had some qguestions. In doing some of
these interviéws,,people have told us very sketchily that he
briefly tried to challengé Stéudel for control of the company and

I wondered if you knew that story?

WS Well T think it's probably an apocryphal story.

WG: ©Oh, is it?

WS: I knew John probably as well as most people, I think. There
was a story kicking around but I was never able to get the facts
on it pinned down but it probablyihappened in the late 1920s, at

least presumably. But I was never able to verify it.

WG: If the attempt was made then and the two continued to work

together for another thirty or forty years...

WS: Oh yes, and with a great deal of liking and confidence sd I
suspect that -- well, it's like most things, where's there's
smoke there was probably fire at one time but I don't know any of
the details of that and never saw any evidence of that. John did

end up as Executive Vice President 6f the company.

19
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WG: And he himself produced no heirs.
PS: That's not true.

WS: No, that's not true, not as far as the Sherwin-Williams
Company is concerned. Joﬁn had a son by his first marriage who
-became a very successful newspaper‘executive‘wé%hffﬁneiear/ and
“twin daughters by a second marriage but none of them had any o
interest in the company. That was a fairly prominent family. He (V1%
name was Sherwin Prescott and Sherwin was of the Sherwin-Williams
Sherwin and the Prescott was of the Prescott... -

PS: Prescott-Ball—Turbine. tibf;%*

WS ...0f the brokerage firm. In other words, his father was a

very prominent man and then he had a brother who was the best

known literary critic in the country, he was the book critic for

The New York Times so that was a pretty'prominent family.

WG: Yes. I'm just wdndering what would have happened to the

Sherwin papers and the family documents.

WS: I just don't know. There was a -- you realize that the old
Sherwin home is out east of Cleveland and as a matter of fact,
John lived in Shaker but in the summer he lived out in the barn

on the old Sherwin-Williams estate which he had skviously

20
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“révamped and.everything and it was a very comfortable house. 'Bﬁt
the oid Sherwin estate was quite a piece of property.v That's out

--— I think it's Willowby Hills.

WG: Is it still in:ﬁact do you know?

| it |
- WS: Well, in a way because it had gone to su#r. It had been a
- _very elaborate place, he had imported gardeners from Europé to
put in the gardens. It was brick, had fourteen garages and it
just sprawled all over the place, much too 1érge for a reasonable
human being to live in or any man in toda§§ environment anyway.
It was sold to...

PS: Well Harry-g;ggy’but I don't know what the name of his

company was.

WS: Harry Figgy, yes. Well it's Figé?IEnterpfises_now, it was
 ATO at that time I think. He redT=EFeentire™=- he renovated,
restorgd the old Sherwin estate and made that his company

headquartérs, that was the headquarters of the Fi94§ compahyQ

WG: Before he moved to Virginia.

WS: And then he moved to Virginia to Richmond, Figgy did and he
did the same kind of development bit down here and now he's

moving back to Cleveland again.

21
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WG: Do you know what happened to it after Fi/ggy left it?

WS: No I don't, no I don't. I think -- at least for a while --
F%géy still had operationsAthere although it wasn't headquarte;s
any more. It was sort of like a cam esit had very large computer
operations there. JBut”I've been out there a number of times,

used to go to John's house.

WG: Back on the period when you were still in manufacturing

‘before general management, what were the relations like between

manufacturing and the retail or the store side of the company?
Was there good cooperation?

WS: OH‘I.think-that sure, there was good cooperation but
everybody understood. that it was thewSales«that -- sales driven.
Now in fact, the profits came from the manufacturing operation,
Manufacturing/Distribution. As I}mentioned to you, they had kiné

of a primitive accounting system but some of this was deliberate.

A.W. Steudel, while he wanted to push everything in the Sales end

of it, never wanted his Sales people to have a lot of profit

vmargin. He said, "If you give a salesman a big profit margin to

work with, all he does is cut prices. Any damn fool can sell by

cutting prices. All that does is cut back on your profits-

Instead of pushiﬁg quality and service, he's out there trying to

22
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compete on a price basis all the time. If he's gotia iot of
margin to work with, he'll cut prices." So what happened then is
that ﬁhe price‘at which the prbduct was trangferred to the Sales
Department from the Manufacturing was controlled in such a wvay
that profit margln wasn't ;66 high that he could get such a
margin that they would start cutt;ng_prlces. So he wasn't

getting a true cost picture.

The real profits were being made in the Manufacturing and

movement through these plants.
WG: Even these antiquated old plants?

WS: Yes, up until the '60s. This is what was happening and-
Athat!s why I éaid in the late '60s profits started to dropvoff
very sharply as far as the company was concerned. I can give you
some'figﬁres on that, I‘'ve got some speeches I made to security

analysts, you can have copies if you want.

WG

Fantastic, sure, I would love that, yes.

J

WS: Show you what was going on. If you want to turn that thing

off for a minute, I'll just go and get some of them.

...0ld line operation, centraily controlled, no delegation at all

of the responsibilities. Obviously if you won't allow any of
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your managers to make a decision to spend more than $100, you

don't'haVe much delegation of responsibility.
WG: Essentially everything was run by this Board of Operators?

WS: Well that, no, that éus'from the stand point of capital
"expenditures.’ It was Chaired by a man némed Vic# Mills, I don't
know if you've run into that name or not. i &R ha! Vick was
quite a guy! Vicﬁ was my immediate superior. He was the man in
charge of all of the manufacturing of the paint in the business.
Vick was an Englishmén, originally from England.- Had been a
soldier of fortune, fought in Russia down the Argentine and came

’ €808 ‘&c?v’,ﬁ
to -- actually he had aafuaéiear/ bBackground, had never worked in

“«

manufacturing, but...

END OF SIDE ONE, TAPE ONE

BEGINNING OF SIDE TWO, TAPE ONE

Ws: ...éapital expenditufes for the entire company and that
included capital expenditures in Marketing or in technical‘areas,
A Manufacturing or anything. fhefe were ﬁany people who thought
that Steudel had delegated that to Vic} because Vicﬁ could really
keep his hands on the purse strings and he could. That was a

control mechanism, that was not a management mechanism.
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The structure of the company was fery much -- you know, this

‘ ' . ) \‘;U o { 10

Manufacturing guy reported to tHis Manufacturing guy who reported
to ;h&s Manufacturing guy who reported to the top Manufacturing

r who reported to the President. Marketing was the same
thing. So it was anﬁ oldfline company and nobody was running the
business except the top guy because he's'the only one who has all
the information, he's got information flbwing to himifrom
Finance, from Manufacturing, from Marketing, from Research, etc.

He's the only one who has all the pieces!

WG: So there wasn't any kind of committee structure or anything

at the top? It was just basically Steudel?

WS

Actually, there really was a committee of two and that was

Art Steudel and Luther Schroeder!

WG: And they just kind of decided what return would be

acceptable and salt some money in reserves?

WS: Yes, I don't think that they really thought about it that

formally. ©Now Luther Schroeder may have, but he had very good

control of things.

WG: My impression is, that in those years it was a great widows

o

and orphancstock.
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WS: Oh yes, it never changed very much and the dividend was
pretty gdod“and it had paid dividends every Year_éince the
beginning of the'company up until 1978 when I cut-the dividend or
eliminated it for one gquarter which caused a real fuss and

feathers as you could prd%ably guess.

WG: So the management of the company -- what was the -- you said
that the management of the company, the real decisions would have
beeh‘made‘by those two guys but they were getting operating

information from the Board of Operators and from...

WS: Well that -~ the Board of Operators really didn't do any fNLEQ)/
opexations, that really was just the approval of capital o

expenses.

WG: So Mr. Steudel would have -- you have sent reports from the

-

plants, from the Cleveland plant to Mr. Steudel?
WS: No, they go to Vick Milkiand then Vic# would...
WG: Would aggregate them?

WS: Yes and reporting was quite informal at that level. Mr.
Steudel was a very affable man and everybody's friend. But ,cwiciod.

Ofwaw/uncleary/. ©Obviously he didn't get into a position like
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thét,and that kind of control by not being a pretty ﬁell ‘
organized, controlled individual himself so whét he said went.
I can rgﬁember sitting in Vic's office a number of times, the
phone would ring and this would be Art Steﬁdel on the other
phone, Vic would put the phone down and said, "“The boss is
calling!", get up and run gut of his office! It was three

offices down the hall. That's the way business was run.

WG: Yes. It was really kind of run from the twelfth flodr of

the. ..

WS: Right, from the corner office.
Have you talked to Bill Eldridge?

WG: ngs, we talked to Bill Eldridge.

WS

(1]

'Bill of course was involved in some of this sort of thing
and it's his wife isn't it, who is doing this part time bit with

the...
WG: Yes, with the archives.

WS: Yes, well. Bill was in Personnel in Chicago with me when I

drd 8 b

< O

lived in Chicago. I'm the one that 4t Bill in the Marketing and

shoved him through all the...é4‘ oy

27

0007-SWP-0060256




, ?:V i
WG: Interestlng guy and very -- he's got a good /;ﬁe on the

whole -- he's been around a long tinme.

WS: Well, he's -- plus the fact that he had been Personnel and
Marketing and General Manadgement and then he was there during
this transition period when Breen came in. He was ;ﬁ\—— actually

the Public Relations Spokesman for a while after Breen came in.

Did you ever get in touch with Clayton?

"WG: We haven't yet.

WS: No? Because hé's the guy that was PR guy during all these

years.

WG: Okay. We've been asking to your prior to General Management

rcareer..vLet's talk about when and how you became President.

WS: Well, first when I went down to Venezuela, although I built

the plant, I actually designed the company, put the company

together, all parts of it, not just Manufacturing and all by

nyself. I had a lot of General'Management experience, some of it

by trial and error, you learn by doing.

PS: And it came about because there just weren't the people who
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were hlred for the jobs werE“jﬁst...had never done it before.

[ va

'~‘WS: No, they had riever done any‘adb in management amd

development. And then of course I got interested in thls‘whole
kind of bit of how and why. How you manage companies, why and
what the mechanisms are ana started to take a lot of courses,
~seﬁinars. I was in the first graduating class of the Advanced
Management Program in the University of Chicago in 1955 going
nights. I got heavily involved in the area of management
‘development‘and organization development. I %%qumcst of the
pioneers in that field and worked with a lot of them, directed
some research in the‘Graduate School of the University of
Illinois-gnd'management style versus productivity and
organization resulting in a book aboﬁt this thick, very

scholarly.
- Dick Beckard who...you know who Dick is?
WG: Yes.

WS: Long time friend of mine. 1Is Dick out on the west coast

now?
WG: USsC.

WS: 1Is he there, is he still...
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WG: I don't know if he is still there but he was there a few

years ago.

WS: Oh &es? I worked with Dick for a long time when he was at
MIT. Of course his secondeife Vas from Cleveland and she was
head of the Gestalt Institute in Cleveland as a matter of fact.

I knew Dick before -- well he was still married to his first wife
when she died. I did a lot of work with Dick in the area of

organizational development.

WG: So you would bring him in and...

WS: I had brought him in as a consultant and I had some other --
local man in Cleveland, and-—4unclear/ psychologist who did some

consulting work also on a different level. Dick operated on a

much higher level. Dick normally operated at the level of Board

| of Directors ofw%iy.

WG: Was this something that you did?

WS: I did.

WG: It.wasn't dqne under Steudel and Baldwin?

WS: No, no, ﬁo. As a matter of fact, they were horrified at the
_3'0
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whole idea. I reorganized the entire company of course.

WG: Let me ask you about the -- we kind of jumped over it for a

. second, it brought something to my mind about those documents.

WS: Well we were talking about what had happened in those years
in which we were spending the money and then didn't get much
return. Let me see here. Now what one is this? New York

Society. Los Angeles Society I think.

Let me just read to you from this. I'm going to give this to
you, a bunch of graphs»and all that sort of stuff. Talking about
the company, it says, "...by 1971, we were 105 years old and a

troubled company. Over the previous five yearg, sales had
{g;e ,

increased by $150 million or 37%. However, iincome had

dropped $7.4 million gf 33%. Return on stockholder;s equity had
dropped from 12.9% to 6.9%. Total assets had increased by $142
million...", SO we were spending a lot of money. "...but returg
‘on total assets had dropped from 9.1% to 3.9%. This meant a

. negative return 6f 5.2% on the additional 5142 ﬁillion»capital

investment.ﬂ So you asked me what happened to it, we had a

negative return.

"One conventional measure of growth rate is return on equity
times the percentage of retained earnings. This had dropped from

7.2% in 1966, the 100th year, to 1.5% in both 1970 and 1971.
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While the ship was not totally dead in the water, it had lost an.
awful lot of headway." Now that's what was going on. This is

public information.

, Wé: Sure, you could figurg it‘out from the annual reports.

WS: Annual reports anyway. Thenvit goes on to talk about what
we did, héw I reorganized the company and what we were spending
money on then and what we were trying to do, the results. For
example, here is Coatings' group sales, this is 1971, 1976 and
you can see what was happening. This is retail sales. /Unclear/

sales looked like this. /Unclear/ sales looked like this.

Now you're talking about raw material increases? "Percentage

increase in raw material cost, 1972, 1973, 1974, 1975.% This is
E

the o0il imbargo. Double the raw material costs overnight and

then put on price controls.
WG: Yes, I was going to ask you how much price...

WS: We couldn't raise the prices. %(c_i you had to put in
applications to raise the prices but that‘was after the fact of
Acourse. Now in spite of that -- all that going on -- sales were
going up and profits were gding up. Then in 1977, I was named

Chief Executive of the Year in FINANCIAL WORLD MAGAZINE. It's in

nmy office, I'11 show you sometime.
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WG: Yes, I would like to see that.

WS: And the costs per unit of production. And then it was kind

of intereSting to see what happens because here's one -- another
f} .

talkime,, a New York security analysts. Have you seen this?

WG: Yes, we do have a copy of that.

WS: We were running awful fast staying in one place. And then

in 1977 I decided that I was going to get rid of all this crap at

one time and did. It didn't make some of the old timers very

happy and really upset the Cleveland business gseapmbus&neSS

: sdciety.

WG: Well...

WS: But you can have this kind of stuff.

WG: Okay, fantastic.

WS: You can find the answers to many of the guestions in here.

WG: Okay, great...

WS: 1I've got older ones. I've got a lot more than that. It

33

0007-SWP-0060262




-

seems to me that those with the graphs are the kinds of things
you're interested.
WG: Yes. But let me ask you about Mr. Baldwin because I

think...
WS: He recently died.

WG: Yes. We talked a lot about Steudel and what kind of man he

was and how he ran the company. Tell me about Baldwih.

' WS: Colin was a good friend of mine and a very fine human being,
reélly a very fine human being. He was kind of‘unusual f9r the
Sherwin-Williams Company because prior to Colin théhgi;}that had
run the company had come up through the_company, been with the
company a long time and in effect had the company in their veins.

-A.W. was a high school drop out. He came to work at Sherwin-
Williams at age‘sixteen in short pants as an office boy. So the

" businessmen, the men that had run the company prior to Colin were

essentially self-taught, self-made businessmen and with a lot of

Years at the company.

Colin was a different breed of cat. He was from the east. MBA
from Harvard. Quite a different kind of background. Soft
spoken, well educated and as I say, a very fine human being. He

had spent a lot of years as assistant to Art Steudel.
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"WG: What did that mean? What did he do?

WS: Well, I dbn't know how much you knoﬁ about business
organizatiohs or-drganizations in general really. Assistant to
is usually set up to be d;liberétely ambiguous. In other words,
if you say somebody is an assistant production manager, you have
. a pretty good idea what that person does. If somebody says he's
an assistant to the production manager, you're not sure what he
does. Well the same thing is true with the president or |
whatever. Well, usually what that means and what it meant in Art
Steudelé case, he's usually a bright, capable individual who does
all kinds of odd jobs that the boss wants done but that the

regular organization doesn't fit in too well or may not even want
[

the regular to know n. So an assistant to is almost a

~minister without portfolio, you see.

So the‘boss will assign him anything. Noﬁ that is a very
ambiguous job in many ways. 'Gnea@fmtheﬂthéngswhe»has_to - }t
can be dangerous in an organization because when the assitant to
is talking to you, you don't know who is really talking te-yeu,
Ls it him or is the boss who is telling you off? It can make
guite a difference in the way you respond. But he had been
assistant to strugglding for a long time and he had done lots of
Qéﬁ things; Not "odd" things, but he had done a lot of’ﬁhings.

But it is strictly a staff position, it's not a position with any
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‘1ine authority. Never was responsible for any operations, never

was responsible for anything in the way of measurable results

until -- let's see...X went up to Canada in '57. Colin went up
‘ | 1

as the General Manager of Canadian Operations in%é the '50s. %%’M

2&1& E§ President and General‘Manager.

Since the Sherwin-Williams Company owns 76% of the stock of the
Sherwin-Williams Company of Canada, obviously we control it. He

went up to Canada as the top guy because the Canadian company’was
having all kinds of problems. -Ganadiéifgherwin-wil1iams Compahydf‘éVS
is also the largest paint company in Canada, it's a big

operation. "So that was Colins' first experience in any kind of a

line activity.

- I went to Canada in 1957 I think I mentioned to you, and spent

~two years there on leave from the U.S. company. I was working

que eoh b~

_for Colin there and I was wery surprised at how Colin took over

and handléd the Canadian situation, did a very fine job. He was
much firmer than I would have expected him to be. Much more in

control.

He came back to the U.S. company and I think'they brought him
back aé‘President, I'm not sure. I'm a little hazy because I was
travelling around. Then when Steudel retired, the Board elected

him Chief Executive. But the only line management responsibility

‘Colin had ever had were his few years in Canada and then right at

36

0007-SVVP-0060265 =

/

Y

¢



-
v

the top. He had never come up through this organizationvih other

words.

WG: Did he really distinguish himself in Canada? The operation

wasn't going well and he fixed it?

/

WS: - 0Oh, I couldn't éay that. No. I think -- oh it might have

improved a little bit but it was marginal, it was marginal.

WG: So hefwould have -- Steudel must have singled him out as the

heir apparent at a very early day?

Ws: Well, let's see, Colin is dead, isn't he? His wife is still

alive =- I don't know if she is or not.
PS: I don't know either.

WS: Well Art Steudel and I were -- became fairly close.

Obviously when I took over the company it was as I was déScribingt

to you, in real trouble. I turned it around. Art was still on
the Board and I had known Art and I got to know Art better when.

we went back to Cleveland.

Let me tell you a stofy to give you some feel for...I'1ll tell you

a story if you will that thing off.
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\Théfe!s a real difference between sitting on that side of the
desk and on this side of the desk. Most people think, if you go
hfrom‘being‘a number two guy to a number one guy, that's just a
bromotion‘or that's just a change. _ihaals«amwhole_difigggp;
world., it‘s a whole different world because -- well it's the old
business of -- like Harry/Truman said, "The buck stops here."
When‘you're down here, there is always somebody you.can push the
decision making to or that the world out here will hold
responsible for the results anyway,-yeu~éee. If you haven't had
a lot of experience in that kind of situation, for them to put
you in charge of a large company that is going through some real
painful growing painf, it's tough. Colin had a hard time. In my
opinion he wasn'%fgzéﬂfor the job. It wasn't that he wasn't
competent, /unclear/. Very fine man. Very_fine‘man.. I liked ‘
Colin. But he presided during a period of time when all that

money was spent, very foolishly.
WG: Was he responsible for the diversifiéation_efforts?

WS: Yes. He looked at it a little bit like a Harvard business
case and that was a period in time which was just beginning this

: gelf w2
conglomeration bit and companies were going-to-get into different

businesses.

WG: Did the growth prospects in paint just not -- the base

business just didn't look good?
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WS: No, I don't think so. A lot of it was just being --/geing—

alofig -- other business were doing it at that time.

WG: Was the company constrained by anti-trust?

"WS: To some extent, yes, because we were so large in the paint

busihess. But we had endugh things to do -- in my opinion -~ to
improve our own operations. For example, under John Prescott's
inflgence, he went out and bought Osborne Manufacturing. I
unloaded it about five years afterwards. Here's a company that
makesﬂgrinding wheels and custom made foundry equipment for the
automotive business. It has absolutely no relation to our |
business, we don't know anything about it at all. But, it had
originally been started back around 1900 by a man that Mr.
Sherwin had loaned $3000 to start the company and there had

always been a Sherwin on the Board of Osborne Manufacturing.

"WG: And it was Prescott.

WS: And it was Prescott at that point in time. So John had

grown up with the company and Colin got talked into doing that.
WG: You said that /unclear/ was influenced by "“experts"...

WS: People who yéifelt had much more know-how.
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WG: Did the company hire consultants then?
WS: No, we didn't use consultants.
WG: So it wasn't some Mckinsey telling them to diversify?

WS: No, no, no, I'm talking internally or people that Colin met
in the business world that he was -- that served on his\Board, he
served on their Board or he had met or became frieggiyigg some
NAM or something like this. He put a lot of store by friendship

and was influenced by it. Sometimes to the detriment of the

company.

Sal 0001idge had a chemical operation, just spent money like it
was going out of style. He started a chemical complex east of
' Cleveland and built a new plant there. /Unclear/ and he did this

in the '60s, early ‘'60s.
WG: Sal Coolidge was the one who pushed the Maumee acquisition?

WS: The Maumee acquisition came about because Colin thought --
wetrl-Ann_/unclear/.in-the.chemical business, we ought to get into
Speiast? o

tthghemical business more. Colin had hired a guy named Bill

Bittenbender who had been with one of the pharmaceutical

compapies; I think -- he héd tremendous credentials. Then he had
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‘been a high ranking officer with the Gliddon Company. Colin

~hired him as the technical assistant to the president himself.

In other‘words, Colin was not -- didh't have confidence in his
own strength, his own knowledge in that field in the chemical
group,‘so he hiréd him. Sq.Bill Bittenbender was one influential
voiqé in that, yes. He is the one who scouted it out and he's

Al
the one that really carried on the negotiations, the principle

architect of the acquisition of Maumee.
WG: That's funny, I hadn't heafd his name before.

"WS: Bill Bittenbernder was one of the first men I fired when I -

took over. He was with the company about five, four or fivé
years. Very prominent guy. I found out later, in checking back
on his background, he—was-a-great -- he had a Ph.D in chemistry,
he was a very good technical -- but he was very smooth and he was
a great summarizer. He was a great guy to have in a meeting

because he would summarize for the meeting. That's a talent that

' is very useful. But Bill could never do anything. I found out.

And I checked back later on with the Glidden Company and the Mert—

-Company-and they told me, ﬁoh yes, we were glad to see you take

Billtw

But this was another example of Colin looking for this expertise
that he didn't have himself and we didn't have in the company

really at that point in time.
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WG: There was no strategic planning or...

WS: No, I started the only strategic planning épd/started the
whole department -- well the department was one man then, but

yes, I started it. 4

WG: So when you became president, what did you see as the

imperatives before you to change within the company?

WS: Well I thought several %Pings. One, the whole management
style‘;'had to change,;ise'conldn't run a company that size. You
see, we were approaching a billion dollars in sales and we were
running it like a small hardware store! You couldn't run a
company like tnat and particularly lots of businesses. Some of
them we shouldn't be in at all and some were costing us and so
there were several things that had to be done. One was to get
the whole management structure changed but you couldn' F do that
unless you did a lot of management development and yodﬁég?'young
}iﬁie&éf brought them in and glve them responsibility, broaden
the thing out, break it up into coherent businesses, put people
in charge and let them run with it, you.know. But you've got to
maintain control, reporting and have the right kinds of"
incentives and disincentives. But the critical‘—— tne really
e

critical thing -- is that most of these thi”gs had grown up

initially as adjuncts to the paint buSIness‘i%ketge had gone into
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chemicals and pigments and-stuff.like~that as suppliers to the
paint end of the business. We got into the metal can
ﬁanufacturing and suppliers of paint cans but that had grown into

all other kinds of things.

We built a titanium plant. The latest technology in the world'
was really great, DuPont‘technology. As part of the agreement,
however  the ﬁinute'the plant was built we got no more technology.
Well, here's a 30,000 ton plant which is less than 50% of our
requirements, but wggﬁgglgﬁjéziﬂnel ea¥y then with DuPont and
v/unclearf—and people like this who are produ01ng perhaps a
»mllllon;ghd §é spendeﬁgre on research}?f titanium in a year than
we'd spent on the entire company. There-wids< no—way-—and~what-
YA Dlah '
uoa%&“hﬁppen, eventuallyl}f would become obsoclete. We couldn't
afford\J;,lt was a capital intensive business. But 1t grew up as
n adjunct to the palnt business, you see. But in fact I u)@eL& V’*Aﬁ\

avye §évu(\« Supplierys To
FuneldearLt n;gtltangumﬁﬁunedear/mbut—theydﬂ bid

againsé each other for my business. Becduse ﬁhere was one thing
that we knew and that was paint manufacturing and marketing but
that wasn't where our resources were. &)t O ,‘;‘*§>f“7§“ é*
The other thing that was very important was that we had to do
something about»paint manufacturing. Those old plants, we had to
éet rid of them but we-had-already -~ we had put that $150

s 4

mllllon in them and w:thin a very few years practlcally none of

it was depreciated, it was all new money -- borrowed money. That
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“kind of‘doéé”something“to your flexibility.

So I sold off some:operatibns, I sold off titanium, I sold off

Osborne, closed down some operatlons, started building new plants
: Fllaw pupobabiss provavs Tl e
and mov1ng plants toA-—— bulldlng new ones in areas : :

technology was~such -- for example, combined all the automotive FﬁP’S(“S

and built a new plant in Kentucky. cChanged the whole method of,/
‘ , Aot ensthile
operating totally. The way it was managed and gﬁéryth&ﬂg.elge

and triﬁ%ed the productivity...tripled it but at a hell of a
BV B

whs
~price.  AtUneleart very expensive to do then thag\ébuld have been

reLatinely_cheaper done ten to fifteen years before Aswen.

WG: I just want to ask a guestion about your appointment as

'presideht because a lot of what you are describing is doing -- is

changing the things that Baldwin had done. Was there -- when you

became president, was it presumed that you would become Chairman?

‘WS: Well, the Chairman who was Baldwin -- was quitting.

WG: He himself knew then that...

—

]

. . PR 1; - /’
WS: Just a minute. /Unclear/ had real&y’ﬁwkten too much for him

and he Knew 1E.771" was in:-thé. headllnes a lot in the '70s. I was
on the Today show and the New York Times and I was pretty much a

-— T ggs’i/dlfferent kind of an executive.
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Did Baldwin‘éppoint you or did the Board appoint you?

| ngﬁkm‘,
Ws: Well no, the Board elects ?h@m so you can't be appointed.

vEut Baldwin wanted to leave, he wanted out of the top ]Ob ‘no

o question about it, the;e—wakaee“muchﬂﬁfégéﬁre*furmhim. I had

been coming along and taIking to him -- as president of course,

he was my boss. He felt the things that I wanted to do and the

things that I was talking about were right.

. There were things that Colin knew had to be done but he wasn‘t

about to do it. I guess there's a difference -- as I say -- the
difference between a staff man and an operating guy or a line

guy.
WG: Before I lose the thought on him, back when he was assistant
to the president, would he have participated in those decisions

that say Steudel and Schroeder made or would he...

WS: Not directly, no. Steudel might use him to gather

‘information or something like that.

WG: But even though he was assistant to the president, he wasn't

really involved in those decisions?

WS: No, not in the decision making position at all, no.
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WG Back to Kathleen's question then about the things that had

- to change‘when‘yOu took over.

WS: Well, that's why I gave you that article, that's what it

talked to about. Is it in there?

WG: Yes. Reversing the decisions of the late '60s.

WS: That was a newspaper headline. What I'm talking‘about is

not a secret.

WG: Yes, right. 1In some of the =-- I haven't read many -- I've
seen some of these articles but not very many of them. You had
spoken a lot about tryihg'to reverse the company's ‘production
minded orientation and make it bit more marketing orientgiéd.

We've talked about some of the decisions that you've made with

respect to fixing up the plants and closing off marginal

‘operations. Tell me about the marketing side, what the

-challenges were?

WS: Well, let me make sure that we're talking about the same

thing. Marketing is not sales.
WG: Right.

WS: Sales is part of marketing. We're talking about an
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orientation, a way of lodking at the business. Now,,éherwin—

williaﬁs was a typical old line production oriented company. Now

what Ivmean when I say production oriented, it means that if

you're a production oriented company, you've got a piece of

technology or know-how and you go out and you produce a productw
i gy

or a service or whatever, /and then you go out and sell it. ¥Not~

that is a production orientation, you're always out trying to

selllwhat you can make back here, é@QTWE=§EE3 ,ﬁk~the typical old

time production orientation> Henry Ford was a genius at it. It
works very,'véry well when you're in a new market or expanding_

market amd=sv~on. That's the typical entrepreneurial. k?Pko‘fA

vIt's a real problem in a mature industry and no industry is more
mature than the paint industry -- is and was. The last figures i
saw before on the company there were about 1400 paint
manufactories in the United States so there is lots of
competition. The biggest competition is really the smaller local

<

companies.

So paint is a commodity. If you want to paint your living_room,
for»example, you can go out aﬁd buy the paint at Sears & Roebuck,
you can buy it‘from Sherwin-Williams, you can buy if from
Glidden, you can buy it from the little paint company in your
town and essentially it's going to be the same product. If you
read the consumers research, they would tell you thaé there's not

enough difference among any of them, you may as well buy the
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cheapest one. . /Unctear/s Of standard paint formulas you put on

your house, inside, outside, formulas are well known, 95% of them
C e pmaatevian. L
are supplied by the Jfunclear/ manufacturer anyway so it is a

~commodity business. It is not a business of selling a particular
formulation,-manufacturingfbexpertise in the normal trade sales
business. I'm talkiﬁg‘abQﬁt house paints, yoeu—kmndw, that the
consumer buys. ‘Wheﬁ you get into industrial finishes, military

finishes, automotive finishes, there is a lot of technology

involved. But that's not the big bulk of the business.

Alright. So, if you're going to succeed in that kind of aw

/, you had better get what I call marketing oriented. 1In
other words, you'd better get out there and find out what the
customer wan%s, what the customer wants in terms of color,

P
1238

packaging, where he's going to buy, how he is go%af to be
d/\"say, "Look.

serviced, price points. You can't go out there a
I make the best paint in the world and so it costs 10% more than
anybody else but you ought tovbuy it because it's the best.® The
hell with that, I can go to K-Mart or Sears & Roebuck! We used
to have one price point in paint. You want house paint? We had
SWP and that was it. If you didn't want SWP...in other words;
you have to have different paints at different price points, you
know, old, good, better, best, different kinds of labels, some
are red labels and some are pink labels and this and that.

You've got to do a marketing job. You've got to find out what

the customer wants, how they want it, how they want it presented,
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hbw?they'ré qbing to use it, wheré they want it and thern take
that information,:take information ffom the field and bring it
backvand sqy, "Now given these, how can I take my expertise, my
know-how in production, formulation, distribution and so forth,
and satisfy those customer‘wants?" Now that's a market

orientation. J

Sherwin-Williams company was just reversed. Now you say that
seems to be fairly straight forward and that shouldn't be hard to
explain and it shouldn't be hard to chaﬁge. Well you try and
change it when you have a company of that'siée spread all over
~the world and they've been doing it that way for one hundred
years. It's ahwhole different way of looking at it. The other
thing it means is that you've got to be able to make décisions
_quiCkly. Things change out there in the field and they*re'
changing with increasing rapidity all the time. So you've got to
make decisions,‘you've got to make them quickly and you have to
make them relative to what's going on out there. You can not

Fopronn theincs L

. have a hierarchial chain of command that goes up and up and up

and finally the boss makes the decision because by the time he -
makes the decision the things have changed out there four mqré
times and,you've got all the right answers to all the wrong
problems. So the decision making has to be pushed down to much

lower levels. You've got to have decision making at the lowest

aEye

level at which you can expect the outcome. That—means—yeulue _got.

people~up-here-making jimportant decisions.
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We &ent from nobody in the ccmpany being able to make a decisionk
oh more than $100 capital expenditure when I was working with the
company to having the business managers -- heads of the various
businesses -- turn in capital expenditure budgets at the
beginning of the year, that‘would be approved and then they could
make -- they themselves the head of it -- could make decisions by
themselves without even coming back to headquatters of ﬁp to a
million dollars. ©Now that's a hell of a difference. But=you~get--
S ybu also neéd different kinds of people. A lot of people
think they would like to be in that kind of a position but it

also scares the hell out of a lot of‘people bedause the other

piece of this is that you're ﬁeld accountable for results.

at f[ a

When the boss is making all the decisions up-kere, nobody else is
accountable. So you're 1ooking for entirg}y different kinds of
- people and you have to train them o£¥2unaiéé;;.somebody else. ~We
had an extensive program of eduCatién and a lot of our people got
their MBAs at night school for example or we al;q h}red MBgs and
hired people from other companies.' But the pe&%le é;:;:ﬁe;éf;;;;
to be businessﬁpgot just have one business man in the company and
everybody élse bein§~fetch and carry. That's the whole concepti
with decentralization that all goes along with chaﬁging, you've

got to change the atmosph?re‘aﬁa“?ﬁu*vefgot_kgvggtmpanple“with~

“the idea that before -- b&der the old system -- mistakes were
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‘a1WayéTa kind'of reason to get punished so you kind of covered

those up a little bit. The kind of atmosphere that I'm talking

about, mistakes have to be recognized and become a learning

experience...

END OF SIDE TWO,'TAPE ONE -

BEGINNING OF SIDE ONE, TAPE TWO

WS: ...it was a continuing thing. See, it's not a -- you don't

act this way today and that way tomorrow. To change the
atmosphere in a company like that, it's been that way for so long
and it's so large, it's a long time. Quite often you have to
wait -- quite often it takes a generation, you have to get{rid'of

people and replace them and have people come along or bring them

in from the outside.
WG: So this was on your agenda when you started?

WS: Oh yes, very much so. As a matter of fact, I wrote a
confidential memo to Colin Baldﬁin about it before I took over as
president and Colin told me when I was president -- I said,
“Colin, you ought to know what you're getting in to. The Board

ought to know what they're getting in to. This is the way I see

it..."
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"WG: Do you have a copy of that?

Ws: Yes,
WG: Would it be possible for us to see it?

WS: You could probably see it but I wouldn't want you to make

copies of it or take it with you.
WG: . Okay.
WS: You can sit there and read it.

WG: Yes, one of the things that we want to do is document

things, when things happen exactly, what people,..
WS: I'll show you a couplé of things.

WG: Yes and I think that's an important part of this story.

7

H

WS: Oh yes, Yeé. And you know, certainly can't say that I

didn't tell him! Big job, big problem. Big problems in the

Cleveland business community that Sherwin-Williams was part of.

WG: So essentially what you were saying is, in the early to mid

'60s to Baldwin and to the Board was that major changes were
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‘needeakin the‘way‘the thing‘WaS'going to -- the way the company>

was going to operate.

"WS: I found out later thathal&win never made this information -

- never showed this to any one. And the Board was very unhappy
because at that time, the average age of our Board wae abiut
seventy and they were heads of other business, af%ﬁéiSéﬁf you
know, head of TRW, Republic Steel, no marketing people, nobody

outside of Cleveland. The...

WG: Few outsiders relatively, it was mostly an internal Boafd,

wasn't it?

WS: No, no, there were outsiders Sut they were all -- all
lunchedbtogether, played together, cocktail parties‘together,
east side of Cleveland, Shaker Heights and Peppef Pike.
Cleveland was a very closed society. I belong‘%b the Unionlclub,

they have a e?ik door for women. I belong to Pepper Pike Countr&
fi,i ‘

‘Club and they,gpﬂ*i allow women in the club house.

WG: She's a golfer, that would kill her!

WS: You played at Pepper Pike -- well, there are very few people
who have played there, Wives could play but you had to sit in
the parking lot and change your shoes and then go out but only on

el‘...-"

certain days. You' re*not allOWed in the building at all. Much
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-gRClusiyves. were-burning.-trees .for example.....

. sy w
e i

WG: When you reorganized the company then, the Board hadnlt -

the way hadn't been prepared with the Board.

WS: No, not even a little/bit. If we're talking about -- not
marketing companies at all, they were steel companies, TRW,
Goodyear. Well Goodyear was a marketing oéeratiOn. But I went
in‘there‘and the Board was upéet because Colin had brcﬁght in a
man who had been head of Acme Quality Paint which was one of our
- subsidiaries then named Dick Bull and made him Executive Vice
President and put him on the Board of pirectors and told the
Board that he was the heir apparent. They thought he -- he was
already on the Board. And then went to the Board and said to
them, “I;ve got this 42-year old back here and he's the man

—Aanclear/." Angd Dick was in the same generation as they were and

-huueLL« kiAQuﬁA . \ ‘ .
/ to them and you can imagine what that 4id.

WG: You know, befogg\Zi:\mentioned that when Colin went to

Canada he had a kind of “<- well, wasn‘gﬁhdﬁgile but it might not

.

N - ‘fﬁ-
have been a Board that was pqrt%guiﬁrly friendly to him
N e

/unclear/... /,ﬁ’ R P
- - =
P
: e
WS: When he qu/fn Canada? N
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Wfi,/EEEFSQnadigi Board, yes.
WG: And you said, "Well I've had experience with that." ‘Was
that your experience with this Board, that they were not being

supportive of you?

WS: Well, they were shocked in the first place. I was -- let's
see, I was originally on the Board around -- I became Executive

Vice President so that would have been around 1968 or something

like that. At that time I would have beén 41 years old, the

Board averaged about seventy. A different generation.

WG: Let me see if I hear what you're saying or that I understand
what you're saying. Essentially Baldwin got the sense that he

knew that some strong measures were needed .and that he didn't

_Want‘to'carry them out for one reason or another and that he

brought you in, nominated you to be president to carry out these

actions?

WS: And told the Board in effect that Dick Bull couldn't do it

“and I cOuld\and~what“76ﬁ*ﬁma6“ﬁhen"you¢Ee“ChieﬁuExeeutiveHOfwthe

Beard; ~you~'know.

WG: Aand then -- but once you set out to do what you had to do,

the Board backed you up?.
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‘WS: Initially yes. Of course, what I did was I turned the
»CQmpany‘arcund very rapidly. &%ﬁﬁﬁﬂ&sﬁnemdnine“years~of~this*sbrt*m
5xﬁdstﬁﬁf¢andwcuimihatingawithﬁghis%« But then IVSaid to the Board
in effect in 1977, because they had okayed all these decisions

you see, in the '60s that Y§u were wrong and now we've got to

Qrite these things off and it's a lot of money and it's

relafively new moﬁey, it's not depreciated. And that took big
chargeSagainst earnings. Companies do that all the time now you

see, they call it restrﬁcturing and the stock goes up, the

executives get a pat on the back,and.that-reglIy upset—théit.

WG: As Chief Executive, you were not in a position to change the

Board? To nominate new people?

WS: Oh sure. TJ%&Aér;t's very difficult when you're taking

pedplé off the Board, particu;arly when you're in a city and

everybody is good friends and so-on-ard-se-forth-and~you're doiné
'vbusiness with them all the time. Cleve&TANd 18 & Very == was =--

see~at-that*time, Cleveland was the third city in the country for 15»761/
;_/6 corporate headquarters, right behind New York and Chicago.

That's not true anymore. _I'mvtalking about Fortune 500
- companies. Cleveland was a very in-grown community. Everybody

served on everybody else's Board, the bank Boards and the

companies Were all inter-connected. I served on the éleveland

Trust Board, Colin served on the National City Board and they all
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went to the Union Club, they all belonged to Pepper Pike, they
had all grown up together. I was.really an outsider, I was not
ivy league, I left home at age fourteen and never graduated from

high school. -- officially.

WG: I just ran out of ink’in ny ball point pen which is an
vamazing thing, it's happened to me about twice in my life.

Thanks.

WS: But at any rate, it makes it véry difficult to make changes

and we’re~ta&k&ngaabout the man who run -- on the Board -- is the

S

man who runs the Cleveland»Trust whlch is the blﬁgest»trust
operation -- between New York and Chlcago —:'one of the few banks

that stayed in -- dldn't close’ in the 3057\you see. It's people

epd ™
T

.
—

‘ ~,29§SS§L . Nothing happened that they dldn't approve of.
WG: But you didn't feel like you had their strong backing?

WS: Not strong, but as long es the results were good and things
were obviously improving and the stock was doing well and
Sherwin-Williams was getting a pat on the back and-this“sort of
fiiing. But when it came down to the final bif that had to be
done and when it became véry obvious that it was decisions that
they had made that caused these problems then they weren't very
>happy.
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...speech T made to the Security Analysts Society in Cleveland in

1974 and it‘ended up in my last sentence is a quote from

Marchievelli. %There is nothing more difficult to carry out, no

more doubtful of success, no more dangerous to handle than to

initiate a new order of things." I would only add my one,

_ observation to that. The only thing more dangerous is to do

nothing at all.

WG: Can we add this to our collection?

WS: Sure. You didn't pick up those papers did ybu?
WG: No, no, you put them back in your folder.

WS: 'oh, hefe they are.

WG: I wanted to ask about the Board. Where—thef§“55¥ffaﬁfif’——'

did you add people to the Board while you were CEO?

WS Yeé, to some extent. One of the things that -- when we
broke the company apart into businesses and then we set up heads
of vérious businesses and we had three central legs of the
business, Coatings, Chenicals and‘Auxiliary which were cohtainers
and brushes and thecouter. coats-and various kinds of metal |

bending businesses. Each of them was set up as a separate
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. ‘business with a separate head. Those three heads were added to

the Board so -- well, two of them were, the Coating guy was
already there. Then I replaced a couple'Of‘Qutside Directors

because of deaths and that sort of thing.

‘came to believe that was a mistake and at the end just before I
left, I really changéd the Board and I don't know if you ran into
that or not. I cut out all outsiders except myself and one other
man. There was an interesting story in the neWspapersvabout
that, too. | /Unclear/. Here. This is the eastern edition of
the Wall Street Journal. "Sherwin-Williams offers shareholders
an improved role. Plans Board change that put shareholders

-«

democracy ahead of fear of takeover."

I have written and talked a good deal on corporate governance.

prisaa T= ?Wﬁfi-
' s

At one time I would have been considered one of the few experts

in that field. Not only from the theoretical stand point.

WG: Yes. Actually I think -- what little I know of that field.

What's written by practitioners or experienced people tends to be

‘a lot better than what isn't.

WS: Well yes, unfortunate -- it's been unfortunate there's been
very little overlap and that's where I -~ a little bit peculiar,

I have-a foot in both camps and so I -- many of the researchers
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in the field and particularly the funﬁI€5?7 tend to be very

ot 5

theoretical and then you've got all the guys out here that are

doing their jobs and Sayinq, "Well no, you can't do that, it's

always been this way and you can't upset people ,angd—sg70N and so
Jorths* So they don't get together. I have a foot in both camps
so I was trying to do some /of the things that I knew had to be
done, could be done. That's still very true. Since I left the

company, I've done some Board consulting,'I'm consulting in that

area now. It's very, very difficult, _veryy—wemp=difficuls:

You know, human beings don't change a whole lot whether you're up—

kheéxe running the company or yeur—dewn-here-or you're sitting in
that chair or whatever, you still have all the same kinds of
fears and pressures and personel'concerns and "Whaé are my
friends going to say? How am I going to feel?" When you sﬁart
making changes that imply or even more than imply that what you

" were doing in the past was wrong.

WG: Let me shift gears back a little bit to the marketing
question again. One of the things that appears striking about
the early '70s was the change in the company's image, you changed

the logo.

WS: Oh, yves. I used to have a lot of things hanglng on the

Tteman o

wall. We -- whdtewe've been 1n the..process of d01ng for ten

.
= e
e

years now. 1In Clevelahd we have a house 6f 75,000 ‘square feet,

"
_»"’/

[P
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- we got rld of that and then we went to a house with 37,000 square

-

e
&

feet and now we re in a house that's 2,000 square feet. We used
to have three floors, a servants quarters’ and basements and

everythlng else-and boy, you ‘get-rid of a lot of stuff! I still

own” a falrly sizeable house in /unclear/'

/

WG: But. tell me about changing the-logo.

WS: That was one of the most interesting periods of time I went

‘through. Do you know that the "Cover the Earth" logo was one of

the three best known logos in the world I think it was Kodak,.

.Coca Cola and Cover the Earth. Cover‘the Earth is all over the

world in all languages and=-so~on--and-so~forth. There were some

preblems with it. ‘It wasn't the first Sherwin-Williams logo.

- But-anyway,—the.problems-with>it -- but it had this kind of

nmystique and everybody had grown up with this and again, when I
went to Sherwin-Williams, I said I was looking for a company

where people were old. Everybody was old.

I became foreman of K-Department in the Cleveland plant and one

of my jobs was to train somebody to take over because I was just

there temporarily and so I did. I trained the youngest man in
the department to.take‘over.b He had been in that department
seventeen years. He was the youngest man in the department. I'm
talking about a factory worker now. Well thet was kiﬁd of

characteristic of the company. They bragged about -- they worked
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for Sherwin-Williams, in the '30s you had a job, you didn't make
a lot of money but you had a job. Great loyalty -- a company has

its cdde'of‘prfnciples, you've seen that? That logo, the code of

principles wasksort of the thing that people rallied around and
in today's maybe'  pseudo-sophisticated world, that sounds kind of

/.

‘ridiculous.

In Cleveland, they used to have a women's organization called the
Bug Club, I don't know if they still have it or not, the Brighten

Up Girls Club.

WG: They changed it in 1984.
oy

: v
WS: But this was a great thing, &his had been going on for
umpty=seven years! But the logo bit ~- I started this whole area
of market~reseérch, hired é guy that was a real expert, his name
was Morrison who had been vice president of one of the big
advertising firms. He had a Ph.D in psychology and his field was

market research and statistical analysis. He was part of this

whole planning process.

We started making surveys, not as to what we thought of the 1§go,
but what did the world out here think of the logo? How did Mrs.
Jones think of the logo? She's buying our paint. ox-whatever. We
found some fairly startlihg things. You can be well known or

recognizable but you'd better be careful as to what you're
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recognized for. The logo was recognized but it was recognized as

something that was pretty well dated and‘it was covering the
earth, pouring paint over the earth. Do you know what the
environmentalists said? 'thgee;'I used to get all kinds of
letters you know. Terrible logo because you're poﬁring paint all
"~ over the earth! That was kind of ridiculous, why'were they
concerned about that? The logo had been around for along time.
But that was a real problem. Mainly, though it was dated and the
company was cané%de&ed-a more complex company than that would |
indidate. So we did an awful lot of market research in terms of
what was.tﬂe public% view of the Sherwin-Williams -Company and
then what view did we want to get over tb them and how can we --
what kind of logo can we use? We did not want to make enormous
changes and; I interviewed a number of companies that were‘real
experts in this business. Those were the days when companies
were changing logos and they were always coming out with

initials, SAS or some damn name that doesn't mean anything.
WG: Yes, today it would probably be SWX.

WS: We went through all these kinds of things and finally we.
said that wasn't for thevcompany and we came up with not just a
change in logo but a change in colors, a change in sign,
/unclear/. Out of this also grew a book on how you do this. Now
remember, we had to change every label, every store sign, every

truck, every piece of stationery in the whole world. And we set
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‘used in umcT83AE/, this became the text book for how you did

ﬁp spec§TFor{211 of this. This book became a text book to be
THe 1R

this. But it was an attempt to do tﬁo‘things, one, to bring the

thing up to date and make it noticeable but not-méke an enormous
change, . in other words, noF“get away from Sherwin-Williams and to
make it look up to date bﬁt not to make it so specific that you

couldn't do a lot of things under that logo.

WG: Was it done -- /unclear/ told me earlier that you were

trying to shake up the company.
WS: Oh, yes.

WG

Was that an aspect to changing...

WS: Absolutely. Both the company's image, external image and‘
the company's internal image, no‘question. I've got here some
place the originalvmold for that logo; iﬁ's about this big arouné
and there's a little story on the back of how this took place.

It was given to me by some of the people in the company.

WG: Another question I had about changing the company's image on

the retail side, the Decorating World story. Could you tell us

about that?

WS: Well I talX -- those analysis things talk about it that I
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gave you. Because we had a lot of stores around -- Sherwin-
Williams still does. The company owns stores, they are not
franchised.‘ People thought of us as sellers -- retail sellers,
that: you could walk in there and buy a gallon of paint or
whatever. That wasn't reg;ly true. Those stores are as much
wholesale and some of theﬁ are considerably more. We sold more

- stuff out the back door as we did out the front. So we weren't
that much of a factor on the retail business but the retail
businesé is where the margins are and we already had a lot of
awareness as fér as the retaii world was concerned -- our retail
éustomers were concerned. So a lot of.this had to do -- we
wanted to develop the retail image of the company and so we went
in a lbt for this decorating bit, we went more heavily in to

associated products like carpeting.

When I left theicompany -- I don't know what they're selling now
-~ they were selling $200 million of carpeting a year through
those stores. That's a big carpeting opération, $200 million,
ten years ago and no inventory. That's pretty good business.
\kA: hﬁS?%fthe largest seller in the United States of wallpaper,ithe
laﬁgg&t. Do you know that? You've got 2;000 stores and you égll

a }6% in each store, you become the_largest.

NG
-‘. \\!
) N -
, q8° £
But Mrs. Jones thought it was,-- w ‘wanted to get Mrs. Jones to

think of our place if you've got a decorating problem you go

there and you could get carpeting, you could get window
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treatments, you could get wallpaper, you could get paint and
there was a lot of development going on in those days -- suburban
development, developers building houseé, particularly small
developefs that had -- maybe he‘waé going to put up a development
of twenty houses. He wants these things deéorated and he's going
to buy this stuff, hé's going to buy the carpeting for the twenty
housés and the~wa11papervand the paint but he's not big enough so
‘he can afford to have a decorator. He comes down to our store

and we do the job for him.

So that became a pretty good size business and then it became so
successful that we began té look at our branches in a different
way and to manaée them differently. When you do tha;,then'you
get different kinds of branches. We had oldér branches, we had
wholesale branches, we had our standard branches in the small
towns, they were bfanches that were kind of all things to all
people, they sold some retail, some wholesale, some automotive.
And then to really go after this retail market and the idea that
you could -- that we were a decorator, we did a lot of research -
- mérket résearch, probably a year and a half as to what it oqght
to be and where it‘ought to be. We_wen§ over to Europe, did a
lot of work over there on the hyperhégigﬂé'type operations, -
locking at those and-so—~forth-.and--se-on. 'We finally decided that

we were going to do it in Charlotte, North Carolina because all

these figures said -- all the demographics -- this was a place --
‘remember this was around '73, twenty years ago -- this is a place
66
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that'was-going_to grow. Of course that turned out to be correct,,
it turned out to be the right spot. We decided that we were not
going to do it on the cheap, we're going to go firét class and it
was going to be our own store and we went into a major shopping
mall aﬁd our stores are hqrmally run from two to three thousand

. feet, we put in 25,000 sqdare feet. We put in a complete
computer controlled back room with controliéd invenﬁories and

everything else which was kind of revolutionary in those days;

But this was an experiment because you put a lot of money into
something like that and we wanted to try different ways of
merchandising, different products...
END OF SIDE ONE, TAéE TWO
BEGINNING OF SIDE ?WO, TAPE TWO
| o™ 11
WS: Well that was —- I chalkeqmupxthe research because it was
set up for that. We had to learn how to manage something like
that, too, big staffs and you're buying all kinds of decorating
items aﬁd gift items énd everything for the home, for decorating
the home. Paint men, relatively small part of this. Expensive
rént of course, in a big mall -- wev$2lnot in the mall, we?;; on
the corner. We found out like McDonalds, you don't ﬁant to be in

the mall, you want to be out here if you're that big. It lost a

lot of money -- as it should have. We were doing a lot of
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experimenting. I had a terrible time with both-the~publdic and

the Board.

The Board -- I'm trying to convince the guy running Republic
Steel —- we're talking abgut an advertising budget. I spent more
monéy for advertisipg in one year than Republic Steel spends in
its entire existence. He just couldn't understand that. That
was one of the problems of the Board. TRW -- they don't
understand that sort of thing! We had nobédy on the Board who

~

knew what merchandising was for.
WG: Was it you who added Professor Buzzell from Harvard?
WS: Yes.

T WG: Wés,he a help in this‘one?

WS: No. Very bad mistake. Narrow point of view. Real

marketing theorist‘-- very narrow point of view.‘ Saw everything,
couldn't figure out why -- for example, I'm trying to do this{hJLff
I'm also trying to get these obsolete plants out of the way and
build a new plagtlﬁ He couldn't figure out why we're spending .
money overlge;:;y "That's foolish. /Unclear/." Wwhat are you
going to supply them with? Well this is not unusual in academics
and I'm speaking as an éx—Dean, I've been there anpd—a-menmber-of--

.board of educadtional institutions.
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But anyway, I brought him aboard on that basis, he was Harvard's

‘bright young man in marketing but he was more trouble than he was

werth. ‘He ould not - see a Board _mTeyou- should ne&er do that

e“

I've got all klnds.of«ndeas'abouE”@dverﬁﬁﬁéé and part of itTis

A

jushfh”ﬁ experlence generally it doesn't work.

You should never hire peo?le on-a Board for a specific piece of
technical capability. You should pay them for that. Hire them
as conéultants and pay them. What you need on a Board i people
with good‘éeneral management background who can see the total
picture, see how it fits toéether.‘ If you're an engineering
cempany, you don't need engineers on your boafd, you hirea
engineers, you've got them by‘the ton. What I should have done
jPuziei-l- ' ,
is hired Bob BetZ¥l as a consultant, paid him twice as much as we

did as a director and use him as a consultant but then he

couldn't have interfered with Board decisions.

But at any rate, by the time I left -- this was a big thing in
Charlotte ~- by the time‘I left, the Decorating World had sales
of around a million and a half a year and was breaking even
sooner than expected. But the Board didn't like it, they didn't
understand it. That's too bad because right now I think Sherwin-
Williams could be easily three times as big as they are in

,f,,' e

merchandlslng if they just continued that,and the first thing

they did was close it down. -

69

0007-SWP-0060298




WG: Well jpstvto follow up on that point, one of the kind of
conventional wisdom pieces I've heard about that is that it was
difficult for Sherwih-williams to compete against K-Mart. -

WS: It has nothing to do with K-Mart. K-Mart wasn't even in
that business and still isn't. After all, we were the largest
suppliers to K-Mart. Tell ﬁe aboﬁt K~-Mart :711 knew them from
the top en down, we taught K-} art tthgaﬁfﬁe%; When K-Mart

first started and old Walt Cottlngham had this great idea to

PR
"".cr e

change from‘Kresgles flve and dime store was a K-Mart, they
didn't have gpqﬁmoney ~- not the kind of money that they needed.
So what they did, they went out and bullt these stores and all
the departments were 1eased departments, they weren't K-Mart
}%ﬁé&ear/ The whole home improvement area in the K-Mart store
was run by the Sherwin-Williams Company. It was leased -- the
spaced was leased to ds and we ran ﬁhe whole home -- not just

paint ~-- the whole home improvement.

At one time, the Sherwin-Williams Company was the largest seller
of toilet seats in the United States. We bought them and sold
them through the K-Mart home improvement. We taught K-Mart the
'business. And then people tell us that we can't COmpete with K-
Mart and we still -- when I left -~ were K-Marts largest supplier
in paint. But no, K-Mart wasn't even involved with the kind of

thing we were doing down there, wasn't even close to it.
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WG: But there are these discount...

WS: No, this wasn't a discount operation.

WG: I know, yours wasn't a discount but yours -- Sherwin-
Williams wasn't a discount but how could it compete successfully
.over the long term with the discounters? How could you keep it

differentiated?

WS: Well that kind of a -- remember,»we'ré talking about

different kinds of branches. That kind of branch I wouldn't even

try to differentiate. This is the kind of a branch that was

- competing wiﬁh thosé depaftment stores in the mall right next to
us. That was our competition, not K-Mart. We weren't selling
the,kind of stuff that K=Mart sold. One thing that K—ﬁart can

not sell -- you've never seen a Sherwin-Williams label in K-Mart

and never will -- well maybe Breen will do it, I don't know. I

had a big argument with them at one time and they threatened to
" 'quit if we didn't give them Sherwin-Williams -- I said, “Go
ahead. /Unclear/" And that was $37 million a year then

/unclear/ wholesale.

WG: Well that was another big decision I think that came from
your time was the decision to push Sherwin-wWilliams exclusively

through the Sherwin-wWilliams channel.
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WS: Yes. -Absolutely, absdlutely. And change Martin Senour --
changed the dealer business -- paint business outside of Sherwin-
Williams was essentially a dealer business. But our dealer
busiﬁess was goiégX$ike t?is‘because our branches had been

competing with the dealers you see. He sell Sherwin-Williams

paint in the‘branch andvthen we go down two blocks down to the
Mom & Pop hardware storerand they carry Sherwin-Williams paint.
That's pretty tough to do. But we had lots of labels, you-kiow,
we were Martin Senour and Acme Quality Paints and all the rest of

this.
WG: /Unclear/ & Lucas.

WS: Yes, sure. So I took Martin Senour and pulled it out and
said,_"That's going to be the dealers,brahd." And pulled the
whole or anlzatlon out and said "We re a dealer organization in
1th Aéigglea c/ group.ﬁ And changed the dealer operation from

goinqallke this to 901ngAlike this both in terms of volume and

profit, yes, I did that.

That's part of this marketing bit that I'm talking about. You
look at your market, you look at how they want it, where they

want it. The dealer wants considerably different kinds of sales

support, advertising support, brochures, hand-outs and so on an&—f
L TR N

. ST o ¥
so_—ferth than a branch needs. You can't use that same“f%ﬁéiear/.
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But once you've organized your business around that dealer's
needs and then to give him a nationally known label like Martin

Senour then we can go and we did.

Now we went to a -- also we got into a lot more privatelx_klﬂx£9L5

/

33r/ with many of the regional hardware home improvement

centers. .

WG: Back on the question of Decorating World, as we talked.
aboﬁt, the company withdrew from that when you left. Your view.
is that had they stayed with it, it would have been a tremendous

success it just wasn't...

WS: Wellehat I'm saying is that now you see - what's going on
now is places like Home Depot. .While we wouldn't have gone in
that direction, but it's that concentratiqn of allied products
and services together is the wave of the retail business now. I
was trying to do it twenty years ago. I think they missed a
'really great opportunity. We had just about worked the bugs out
of it{ it was just about to break even when I left. But they

hi ¥
o BRI S . . N
(umN;kt understand it and they don't want to understand it.

They dismantled the whole marketing and research and everything

else. They just dismantled it.

Have you ever talked to Bruce Morrison? You should.
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WG

Actually, Bill Eldredge suggested thét we talk to him.

WS: You should. Well Bill -- his whole background was marketing
and I'm the one -- he was_originally in the market research, that
was his background. I mo;ed him into the paint -- well, first he
‘went into the paint marketing operations and then into market
research,aﬁd then.into géneral management. But yes, that was
Bill's background and you should talk to Bruce Morrison. He was
a real expert and aé%&g;iggéeiﬁhe's written all kinds of books
and articles anpd.everything-~else. | |

WG: Tell me about Bill Fine's role.

WS: Fine's kind of a mystery man, isn't he? Bill Fine was a-
great guy -- he still is. But he was .a financial guy and -- with
a lot of versatility. A real good dollop of the whole Sherwin;
Williams loyalty but open to new ideas aﬁd new ways of doing ’

. things. & géod general manager -- becéme a good general manager.
As I kept moving him up and broadening his sense of
responsibility. I think that Bill and I ﬁade a pretty good téam.
From what I understand -- I was very disappointedvin Bill because-

he was one of these people that as I mentioned to you once

before, couldn't move from that side of the desk to this side.

WG: Because of his staff orientation?
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WS: Well not necessarily staff orientation, it's just a
personality difference. This side of the desk there's no place
‘to go.

/

WG: Oh, I see. He couldn't take the ultimate responsibility?

WS: >By the way, this is the desk they made for me in Sherwin-

s AT
; Zna T N

Williamsm;l;brought“&tﬁhéreiﬁﬁ;§pggﬁiﬁéﬂ“i@uaround with me. Of

i

CoRaka

PP T e ey
course at that time my offiCe it was 24' x 30" and it fit a

o

little better..—"
But Bill and I -- I think -- made a good team because he was a
financial guy that had broadened out quite a bit in management.
I had come up through operation and then broadened out into
marketing and personnel and organizational development and
brought in people in marketing so we made a pretty good
combination.

WA
But Bill‘;é not a strong man by himself. Apparently it's turned

out that way. He bhas-switched—/unclear/ three times.
WG: Askihg kind of a...

‘WS: And never having any respect for it, you never do.
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'WG: I'm asking you a little bit about your management team.
-You've talked about Bill Eldredge.and Bill Fine and Bruce

MorriSon,‘ I'm trying to remember who the other...

WS: Well there were younger guys. People like Bill Fine -- Bill

/

Fine was ten years older than I was. But the guy they were

bringing along were the Eldredge's.
WG:  Was Moonan in that group?

WS: No, no, Moonan was a disaster. That's another Baldwin

Story.

<

Baldwin was involved in the negotiations to buy Spray-On. - Bill
Moonan was one of the two founders of Spray-On. He was bucking
and Baldwin told him that, well, if he sold Spray-On -- well,

maybe this thing ought to be turned off.
WG: Okay, sure. Well back on the managemeht team then...

WS: Well there's one of those -- do you have one of those things

I gave you because I talked about that in one of those talks.
WG: The speeches? We must have left them in the other room.

‘WG: Here's one.
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WS: No, that's probably not it.
WG: Did you bring another tape, by any chance?
WG: Sure.

Ws: If you wrote all that stuff out, you'd make a lot of people

ﬁnhappy,"Fortunately a lot of them are dead!

WG: No, I think that -~ you know what I said at the outset
today, this is a period of the company's history that is not well

understood because none of the actors are around any more.

WS: Well that's because they're all older than I

f‘f‘; - .
120 years -
most of them. _ (\~—n»*”“£

WG: But I think it's one that's -~ well it's an important period

in the company's history.

WS: Yes and quite frankly, what Breen did was not unusual among
men that come into the company in a situation like that. He got
rid of the up and coming young management because they didn't
have any loyalty to him, and brought in other people.

WG: Yes,»Bill Eldredge is one of the-fe&...
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Ws: Yes, he's one of the few left. Well Bill is a survivor. He
knows which side his buttered on. By the way, Bill -- speaking -
- I had him involved here in one of the...

. /'
I was talking about this marketing bit here and the people that

were involved in here, the Advertising peoplé and Bill Eldredge.

WG

How did the top management of the éompany operate? I mean,

you described early on about how Steudel and...

Ws: Excusé me. What we had, we had three business areas really
and they were headed by a man that ran that business and there
was the Coatings business under Ron Curley, there was the
Auxiliaries business under Bill Moonan, there was the Chemical
business under George Schlaudecker. Now each of them ranvtheir
business as a business and they had their own Marketing, their
own Manufacturing, their own Distribution, their own Research &

Development and their own Accounting Department. They were

budgeted as a business, you see.

Then we had corporate kinds of activities that kind of went v
across. Thése were activities, the Corporate Accounting and the
Comptroller and Persqnnel and Corporate Research as~epposed” to
these various...and this type-of thing. So we had the line

operations of these various businesses, then we had the
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corporation —- what you might call “Staff Service Activities" tg_
those businesses. Then I took the position that any company,
regardless of what business you're in?x;hat your product is, you
really only have two resources. Peép&eutalkgabeu$wwhatwtheixamh
LLSONECeSarew .You have money and you have people, that's all
you've got. Everything eise grows out of those, the product or
whatever.\»So therefore, the ultimate -- t@at reported directly
to me -~ reported directly to me was the Chief Financial Officer
of the corporation, the Director of Human Relations the top
Personnel guy reported directly to me. The other thing that
reported directly to me was the Strategic Planning and the
Exequtive Vice President and eventually the President, Bill Fine.
Seey—actcording--to.Bill.Fine;~he-had*~those~businesses-reporting to

wnimmand+hewreported;to.me.
WG: He was essentially the Chief Operating Officer?

WS: Yes, Chief Operating Officer, yves. ‘But I kept personal
control over Finances, Personnel and Strategic Planning. I don't
see how anybody can be Chief Executive without it, awpee¥f. Now a
lot of Chief Executives Qké disagree with me. That's the way it
ﬁas managed and the business heads operated on a budget, it was
pre-approved and they had monthly meetings, went over all their
figures with their own staff. Bill -- the Chief Operating
Oofficer -- would sit in on thoée, occasionallyVI would. The

heads of those business plus Bill Fine and myself and the Chief
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Financial Officer and Head of Personnel and the Strategic
Planning was kind of a committee and we would meet together on

overall situations.
" WG: How often?

WS: Once a month after all the figures were in. I was very much
a people-oriented manager. I almost never wrote letters, I
didn't aictate very much. I had a tendency -- I'd get letters
and I wanted something done or there had to be an answer, I had a
red pencil and I‘'d wriﬁe it on there and send it back out .
-/unedearlsomebody~tike~that. I took the position that the worst
thing that could ﬁappen to a company is to have the top man tied

up or unavailable.

You know, people give seminars on how to get maximum utilization
of ybﬁrvtime for the businessman, those are very popular
seminars. Particularly if the guy really has to get himself
organized. Thét's the worst thing the top guybcan do because
what happens is, people are always bothering the top guy, he*s
got morefimpdrtant*thingswto*do*thanﬂto*worrywabout*your
problems.- That's a lot-of-baloney. Because your problem is the
most important problem to you, ngtvit may not be to the top guy
but if he's the only one that can make the decision or the only
oné you want to make fhe decision or give some input, he'd better

be available because nothing is going to happen until he is
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availabie. So I spent most of my time talking to people. I got.
ihe réputatiOn of beiﬁg the most accessible persén in the
‘Sherwin-williams‘Company; I always had my door open, everybody
knew ‘it. I had grown up with the'éompany. One day I was sitting
at my desk and I just looked up and here,sitting‘next to this
desk right here is a littie black girl about twenty, nineteen,
something like that. Somehow she had kindiof slipped into the
office very quietly and she wés obviously upset. She was a gal
that worked doyn in,the mail room. She had what to her was a
very important problem.  She came ub to see ﬁe about it. I
thought it was great. That's the way I handled it and very

seldom-would I-call anyone into Wy office.

5{1 S 4 \g. I} (i f

If I had-something to talk.to/ the -- soliebddy about in the othef
aisle -~ you've been in the middle of the building? They've got
those .three .aisles? I got up out of nmy office and went to his
office. There's a very good reason for that. See this desk?
'It's designed that way, I designed it mysélf. It was designed
that way, 'it's kind of alcompromise. Before I became Chief
Executive Officer, I had another office and I had no desk in
there. This was when I first furnished that office, people would
come up and look in the door, they'd never seen an office like
thisrbefore. Even clerks and secretaries would come up on their
lunch hour and they'd look in. They had never seen an office

like this before, there was no desk in the office. All I had was

something oh, about like this back 9ﬁfmy«chair and a cocktail -
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table -- a round cocktail table and three or four chairs around
it and myself and then I had a conference table at the other end

of the.cffice‘and that's all that was in that office.

A desk you see, serves two‘functions. One, it's a power symbol,
the bigger the desk fhe biéger the man, you know, the more 2
powerful he is.» Two, it protects the man sitting behind the
"desk. I am much more secure talking to you when I'm behind here,
you see. And so I said that one of the worst things that can
happen in communication in the buéiness world is that kind of a
situation. I've beén subjected to going into my'superiors
‘office, sitting in front of the desk and looking at the sun
shining in the window in back of him while he's talkiné'to me.
That's a comment on the man. It's a comment on how he thinks 6f
people, how he treats people and how he fhinks of himself.

What's his uncertainty? Wwhat does he need all that for? What
does he need that desk for? Why does he need this spotlight in

my eyes? What's that all about?

So that's the way I ran the company. Again, that caused -- for a

while it was kind of interesting because that's the opposite way

- *_ .
A

-- remember how I told youwyunctéaf/ called Vic Mills and Vic
v .

would pick up a phone and walk out in the middle of a

conversation and talk to the boss. That's a different way ofu

running it.
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John Prescott -- I talked to you about John? John was about six-
fobt, oh, six, something like this, he looked like Abe Lincoln_
without a beard. A very good friend of mine. He was almost
thirty years older -- well, he was thirty years older; He'd been
around there for a long time -- obviously, John Sherwin Prescott.
By the way, he and -- her;'s>a nice aside. He and Sol Coolidge -
- who ran the‘Chemical business -- th‘gut of college about the
same time. I think John went to WilliamélanQ“Sol went to Yale.
That was the time when the sons of prominent fgﬁi;iesvf— when
they graduated from college you went to Europe and éiaxtpe
continent. John and Sél shipped a Rolls Royce across 1:he‘.~
Atlantic and toured Europe in é Rolls after they graduated from

,
college together. Sol was also born with a silver spoon in his

- mouth.

But at any rate, when I first set that office up as president and
I didn't have a desk in it, John Prescott was the most
uncomfortable guy you'd evef seen in your life. He'd come into
my office and he's a tall lanky guy. I'm sitting in this chair.
There's a cocktail table, a_round cocktail table and three chairs
around it soﬁthey;canvsit in. John would come into my office,
tall and lanky and he'd stand up against the wall like this and
talk for a while and then he'd move over here and he'd stand
here. 1I'd say, "John, sit down!" He couldn't bring himself to
sit down. That was not an office. It was a long time before

John could get himself to do that. He had been brought up the
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other way. By that time, I was his superior. Itts.an-..

,interééting\j- how you handle people and part of it is what kind
of gym c:gcggr;aroundﬁthémQ : o

Sz
g e KT

Now this desk you can sit behind but not the way it was set up ~-
/ )

I don't know if you've been in the Chief Executive Office or not?

Do you know whether Breen is at the same office, the one in the

corner?

WG: It's in the corner, yes, we were there.

WS: Big office in the corner? Fireplace at one end?

WG: Yes.

WS: Lot of paneling?

WG: Yes.

WS: Okay. That's the old traditional Chief Executive's Office.

Well you know how big it is?
WG: Yes.

'WS: That-big old bathroom? I opened up that whole end of that

hall there, at one time that was just a rabbit warren of offices.
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I pulled it all apart and took partitions down, painted it. But .

~at any rate, this desk was set in that office up against the far .

wall as you walk in. But this part was against the wall so that
when you waik in the door you're walking in this way, you're not
walking in that way. There were no chairs. This ran at right
angleé to that wall_and tﬁere were no chairs there, the only
chairs in that office was I'had a chair and there -- and I moved
fhem from my other office and there were three others and they
were all identical. See, that was another thing that was

important.

WG: There's no status in the chairs.

WS: There was no status in the chairs. I sat here and over here
was #nother chair just like it and there was a little end table
and there were a couple of more over here and then I had a couch
and a couple of chairs in front of the fire place where if I had
a bigger group we could sit and talk business. But there was no'
. way -- when you walked in that office, you walked in this way,
you didn't walk in that way. Now I could have a small conference
obviously, around here,becausé it's set up for that, it's big
enoﬁgh. But even there-I didn't sit behind a desk. Again,
_that's‘symbolic and I don't know if you noticed, I am a collector
of a particular artist. Whén you walk through that family room,
I don't know if yoﬁ noticed them or not? I brought in that art

work in the office. You should take a look at it. See if you
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can visualize that in that office, panelled off with...

END OF SIDE TWO, TAPE TWO

BEGINNING OF SIDE ONE, TAPE THREE

WS: ...Today Show and then I ended up on the Today Show talking -

about it.

WG: What happened? Was it just your bashing your head against

‘the wall too long and you couldn't...

WS; Well, a coﬁple of things. One is that I told you ea;lier
that I decided that I wasn't going to work -- wasn't going to go
beyond 55 anyway, I wasn't going tb be CEO more than ten years
‘and actually I was there for seven or something like that. So i
didn't have the mind set that I was goingvto hang on to the job,'
do-you-see? As a matter of fact, my mind set was somewhat the
reversed. fhis confused the hell out of the Board and they
didn't agree with me because most of those guys had been on --
they were with their companies forever. In effect of course,
‘when you say this to a Board you imply -- at least they think you
do -~ you're implying a criticism of the way they run their
company. BeCause I say, "No Chief Executive ought to be Chief

Executive for more than ten years of any public company" to a man
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who has already been Chief Executive twenty years in his company,
Ahe's'not real happy about that. So my mind set wasn't to'stay

beyond 55 to start with.

I got to the point where I think I had made a thorough enough

analysis of what had to be done and written it all off in 1977.
WG: What do you mean, "written it all off"?

WG: You mean you took in the write off in disclosing the assets,
right? -
P ~
WS: Well even if I hadn‘t-étsciﬁﬁea of them, I had written them
off for someone tojggg;de later but they were going to be closed
_ ;ﬁﬁf/ That had been done. The reorganization had been done. I

had. several .indications of people who wanted to be -- thought

~theyﬂwanted to. buy the general income.
WG: Yes, there were rumors of take-overs.

WS: Yes, none of them were serious really. One man got involved
- one company got involved some years before that. I had dinner
with him at the Union Club and I told him point blank. I said,
"Look, you'd better understand what you're -- if you're trying to
buy us, understand what you're buying. I'm not part of the

package." I had only been CEO at that time a couple of years and
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I said, “I'm not going,tﬁ work for anybody else. So whatever

YOu're‘doing(with Sherwin-Williams, you're not buying me.¥ He

backed away pretty fast. Aﬁ,that time I had qﬁite_é,reputation
<%§f a turn-arounder. | ‘ |

That's aétually what I haé been doing of course for the company.
I went up to Canada, I went down to Venezuela, either start up,
turn around, I was always doing something. I was up in Chicago,
turning around the Chicago operation. I had spent my career
doing that. As I said to people, "I never did anything for

Sherwin-Williams except make money for them."

So Ilhad gotten ihe re—organizétion done. I got the Board -- I
got all these insiders off the Board. Decreased the size of the
Board. I had written off all of these things that were dragging
which hit the profits very hard of course, in one year. I
changed the fiscal year and that's not as easy as it sounds, from
August tq the end of the year. We—were—always~trying-to -—”ﬁﬁé;'
big sales month for paint is July,; August and September. We were
always trying to close the books_iptb August. Jesus—~hrist!
You're t:ying to close thévbooks Qhen you've got 2,000 stores,
each one hés to be cl&sed individually all over the world and at
the height of your sales. But it's so complex and such a problem
trying to change the fiscal year, no one would ever do it. I
changed it. It caused all kinds of confusion but I figured I was

going to have it once and get it straightened out and make some
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sense out of it. So I had done that.

The net result of all of this, 1977 was a disastrous year in
terms of earnings becauSe of all these write-offs. But the Board

Fi A

0
knew that it ha%&come and I had eNPloyed Morgan S azley, the
Flound he

" investment banker, to adv1se me yf these areas.
rwas on my payroll too and people were trying to -- do you know

|

who Joel Flom is?
WG: No.

WG: Skadden-Arps?

\
WS: Yes, yes. He was on -- I had him oﬁ retainer. I had é;ei
Fgég;a and Morgan Stanley on retainer, so that's kind of a tough .
papexuwqrk-kifid of a combo anyway. We had Morgan Stanley because
one of the senior partners of Morgan Stanley &;;mg;igé to school

with Colin Baldwin aad'CGTiﬁ'/unclear/ ‘Board’ some‘yéﬁr@”ago.
They-were-investment—batikers. So they were part of the old
school and i had some problems with that. I told them
eventually, "Hell, you're not part of the solution. Yog'ré part

of the problem."™ You don't do that to Morgan Stanley,

presumably. So that didn't make me too popular with them either.

But at any rate. The net result of all of this was to hit

earnings very hard in 1977 but that was in agreement with the
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Board and with Morgan Stanley, that was the smart thing to do.

Get it out of the way and get on with the business  with—a~whole-

.you write off enough!" I was advised. So-I-wrote~off -~ the
dollar write off I took, I made sure cemered=~-- was going to
cover everything. And a'fbt of that was estimates of qpurse,
we're talking about things that are going to happen %%Aiyearg. So

—I-think-the.earnings=is-that-much-harder.

So you've got a report coming out that had this big drop in
earnings. Everybody was in favor of that, we were talking about
it. When it happened we had a lot of people who got nervous. So

we started getting pressure from investment bankers and Morgan

A <

Sténley happened to be the investment bankers of ép t of our
Board. So it began to look -- the'Board began to look for goats
and they wereh't véry happy -- they had never been very happy
with my being there in the first place, I told you how I got on?

a

WG: Right, right.

WS: And so, they"fyot——-deeided-thdt -- in one year, I had gone
frdm 1977 to be the«aeknowledged Chief Executive of the Yeaz?one
year later. A&i&e§~éusudden~1 don't know what I'm doing. I got
a lot of pressure from the Board and I just decided, the hell

with it, it isn't worth it. 1I've done what had to be done. All

they have to do is just continue the way it is and even Bill Fine
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could dd‘that. But there was a group on the Board that really

wanted“to»sell the company.

WG: Was Allen Holmes pért of that?.

WS: Yes. Do you know anﬁthing about Jones Day?
WG: The largest law firh in the world.

WS: That's right. And Allen Holmes -- a good friend of mine but

who in many ways =-- and just died.

WG:f He just died last fall.

WS: He had this recurring illness and hé had it several times in
his life. One time he had it in Cleveland in the early '70s. He
was such a gdod friend of mine. He was in-the hospital and
couldn't move a muscle and then when he céme back to work we'd gé
to meetings and he couldn't turn pages or anything and I'd turn

the pages for him. He was always the power behind the scene.

Yes, he was involved with that. He thought that was the thing to
do. He thought that was going to be the best thing for the

stockholders, sell the company. At least that's what he said.

WG: Did you put him on the Board?
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WS: No.
WG: He was on when you...

. / ~
WS: He was on the Board when I got on. Very bright, capable man

by the way, extremely capable. Recognized on a world wide basis.

.WG: ' Absolutely. He was...

WS: He was probably the outstanding anti-trust lawyer in the

world.

WG: When he -- had Gulf & Western acquired the major position

that it acquired when you were still there?

' WS: Yes and I had talked to the guy on the phone and he was

honest /unclear/.

WG: Talking about Holmes, he's -- his place in company lore is

that he's the guy that hired Jack Breen.
WS: Yes.

WG: But what you're saying is that he was really trying to sell
the company first and when there were no buyers perhaps, that
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that‘s what he...

~ WS: Yes. Well you dcn't sell a company when - you know, when.
1t's just taken its! blggest loss, kind of dqumb in the flrst
place. Well 1f you're somebody who is bright enough to see what

was going to happen but, yes.

‘As a matter of fact, it was kind of interesting. They set up a
SearcliCommittee~/uncleary/-interim;, set uﬁ\gﬁsearch Comnittee.
It's interesting, the people that

5

v &
they talked to anzlgl;e\/cause ﬁ——yﬁ r/ to Cleveland, @f course.

Then they hired a head hunter.

I lived in Cleveland. The smart guys that they had talked to
always called me first to talk to me first and then went and
talked with the Search Committee. Breen was an exception. But
Breen was brought I think -- intentionally brought in. My

understanding is by Allen Holmes but I don't feally know.

WG: Yes, that's what we've heard.

WS: Breen is a Cleveland‘guy and he was involved with the outfit

in Chicago...

WG: Gould.

WS:  Gould, yes. The reputation as a pretty cold customer that

he would sell his own qrahdmother and he had a reputation with
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Gould /unclear/ in that respect.

WG: One of the issues that people point to in looking at the

corpany in the '70s was‘the-accumulation of debt.
WS: Sure, all this borro&edkmoney.

WG: Could you talk about that? You just weren't generating

enough from earnings?

WS: Well we ought to go back. In 1966 we had no debt and the
highest earnings in the history of the company. I told you how
that came about? That was kind of a funny one year bit. But—at-

“east.we had no ==.well there was.no:one-fiddling with-the-books,
they. gustemoved.

Oh by the way, one of the things that Breen did -- he's a pretty
smart boy. When I wrote off all this stuff, I made sure that I
had enough money. I actually wrote off too much. And I did that
purposely knowing that I could bring it back into earnings if I
didn't need it in the future. First thing that Breen did in the
Oy 2.

first year was to transfer all those\reserves into earnings and
made him look like he made a big turn around in Sherwin-Williams

and all he did was change the reserves! But at any rate -- that

I had set up, not he!
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But back to 1966. We had no debt and g record earnings/umecrest/.
Then Colin came in. Then i; Colin, he wanted to expand into
various other kinds of activities other than baint.apé%so~on.
Then at that pdint in time, was the problem, everybody was
concerned about take overs. Here was a company that was its
leader in the field, one hundred years old, no debt and so Colin
got Morgan Stanley in on it. Morgan Stanley -- the guy, the
partner who waS'involved,jthe éénior partner who was Colins;
buddy at Williams. And Morgan Stanley séidﬂ ﬁWell, the way to
solve that is to get a lot of debt." And’that wasn't unusual at
that time, If you have a lot of debt, then people don't think
you're such a good buy, you see. So we did have to finance a lot
of expenditures, but we were selling it twice book value and had

only six million shares for a company that size. It could have

easily been financed by equity and should have been -——and=showrd=="

have-Peen. You could have gotten the money without any debt.

Now as it turned out, we got a double whaﬁmy becausef§;z/borroweé
the money and yé%mhége to pay interest on that. Then as I
pointed out in my speech there, the money over the fi§e years
that we borrowed had a negative rate of return. So,fiéﬁ added

the losses on the money ibﬁ/borrowed to the cost of borrowing.

So that's what I inherited. That's where the debt came from.

Alright now, after you are already in that position, you'vepgot

to spend some money to build these new plants I'm talking about,
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the new paint plants that hadn't been built because they were
spending money in other places. I had to get moﬁey. But now |
' instead of selling at twice book wvalue, you're selling at less
»thanfboqk value and the only way you can float equity is to
dilute the stock. So what do you do? What do you do?.

;
7/

WG: You borrow.

WS: You borrow. You have no choice. There is no choice that's

fair to the shareholders. Yaun.dilute-all..these -- ?Lu dilute all

the stock &#%*~these shareholders have held for years.‘ Alluthesé

women~and-children~you're talking about, they're-all widows and

so _forth. Well, that still wasn't so bad because the financial
\E\T\*Aé%fa¢

i E“0f the company ‘had turned around and ue—wea%«ﬁmom‘aanegatxve"

‘tn,aupos&t&ueﬂandzearnlngs were going up.lake-th¢s.

Echpt then along_come,yﬂé OPEC, the o0il embargo and the price

_and wage controls, right in the middle of this program‘anéﬂﬁﬁﬁfgv

“TIswas. And I showed yoﬁ those graphs,§§§«raw materials doubled

in one year. The money that was borrowed to build these plants
Wiy Lapia

went in to raw mateé&als br\Fc keep the business going. And so I

had to borrow some more money.
~WG: You couldn't raise prices because...

WS: Couldn't raise prices because there was price control. It
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was very-simple. It's no mystery,'there's'nothing difficult

about it.

WG: Well that says is that you were just extraordinarily unlucky
‘with the -- that you expanded on the eve of a major contraction

/
/

that was unanticipated.

WS: Actually, it wasn't a matter of expansion. We were just

replacing. Well ¥dissee, if we had spent the money where we
should have initially, in other words, that $140 million, if it
had been spent in plant modernization...

- WG: Instead of buying Maumee or something.

- WS: Maumee, titanium dioxide, chemical plants, container plants,

it had to be written off!

WG: over seas...

WS: Over seas before it ever got into operation -- -before~it
Jb lf‘._-"\'\;{f\ Sia 2 utssY
-ever-got~into -operation. Yes, Colin was my -- one of the things

he did after he turned over the Chief Executives job, he was
supposed to help méiihternational -- and he was very personable
guy and he was very good at this. Traveling around and he's a
very impressive guy and he was a §ery good speéker for the.

company. This is important, particularly in foreign operations.
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sg;I,Was¢sohiQy9lY§dMinmthat. I‘said, “Colin, would yéu do that
for me?" Oh Yes, he loved,that° So he was the one who was
.'reSponsible for buying that Dutchvcompany\%kd{%e was the one
responsible for organizing the indonesianlcompany and the result

sa18
-- he went over there two or three times pﬁgkthese,were the

people to be in business Withfyindonesia. The mbney_iniolved was
small, I couldn't really gét all that cbncerned about it. But
one of the reasons that he thoﬁght it was such a gfeat value was
because they were one of the few Christian famiiies he talked to.

It turned out that it was a disaster for a lot of reasons. One

was that they.didn't know how to manage a business. 'Wé%i,“%hey

A

bus e = R R L
had a whole lot of differengAcharacteristics we fidn*t‘handle-
L2\ Y '

As a consumer company, we couldn't do business-that way.

WG: So to come back to 1978, it looks as though the forces of

nature were in a way building up against you.

Ws But by that time I had it well in hand, really. As I said,'

all they had to do was continue.
WG: But you had a Board that was kind of testy?

WS

Oh yes; yves.

WG: Concerned, you were loaded up with debt...

98

0007-SWP-0060327




-

WS: ©Oh yes and we just reported...
WG: First loss in the company's history.

WS: Not the first loés, no, not by a lOnQ shot. But a stunning

" reversal and it came down to the bottom line anyway and if that's
all you want to look at and not look at the reasons why and what
was likely to happen because of that, then it looks very bad!-éte—
Agokssveryrdbad .

And then of course the next guy to come in sees that, he just
takes off from there, reverses the reserves and then talks about
how the previous management didn't know what they were doing.

You've seen some of the articles?

WG: Yes.

£ ?5 P
AN S
SR AL

WS: Add~of-a~sludden --'now couldn't figure out why all of a
sudden that business became so good. Well it.was.the.anly -- it

took about two or three years before Standard & Poor's came out

in public and said, "That previous management must have known
something about what they were doing." -F~wanht "td 8how ‘you

something: ~-He-came:to -see me, naturally.

WG: Soon after?
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WS: No, it took a while I guess. Just stopped in to me. Just>_
to pass the time of day, I guess. Actually, I think he had
something in mind but he was fairly -- it was fairly obvious I
think that I didn't want to have anything to do with Sherwin-
Williams. ‘Becéuse even a number of years later it was obvious
that I knew a lot morevapoué this business than he did, I had

a0

grown up with it. - He ‘Bad Bne on the road and made speeches

later on about how much the pfevious management had done for the
. company. He started out the othef way around and he was the one
that was going to go into_the specialty chemical business and
make all kinds of money and he bought a chemical business. I
could have told him when he bought %t that it was a disappearing
" business. 'ﬁédfipaigyvhadﬁteﬁdo —-%e sold that chemical business
for about $40 million and I had $80 million in my hands for it
when I left. The Board wouldn't let me sell it. That's some

fairly straight forward language -in that, by the way.
WG: Yes. Looking back on it all, if you had to kind of list
your -- of the decisions you're proudest of and the decisions you.

wish you could do over again. What would they be?

WS: Oh, the decision I'm proudest of ~-- decisions are kind of a

mish mash really. I think that decisions that I'm proudest of...

WG: Or actions.

100

0007.s WP-0060329




-

WS: oOr actions’are to humanize the company. >And that may not
mean -- sound kind of odd to old Sherwin-Williams peeple because
they wege\yery much a family. But to glve peqple an opportunity
to develop\\\d brlng a real sense of sté@ardshlp to the

. company in terms of‘the holders of thefcompany or the
stockholders, it's the1 _S?ey. Rnd to recognize that --
recognize the situation an pdfdo something about it
construct;vely. There ;g/% w_‘le ‘'series of kinds of decisions in
that area. Of coursep{ge decisidh\g made to completely -- to
ignore the realitiégfof some of the‘t:\ngﬁ to ignore, ignore is
the wrong‘terﬁf /Unclear/ of the business relaglonshlps to
Cleveland a?dfthe Board but to thlng that if I performed well, if
'>I did mylaob and things went well that I could do them

: dlffereﬁtly and therefore I could live with this. What I shouid

have done is change that.
WG: Say that again?

WS: I should have chenged the Board. Chief Executive Officer
can do that when he first comes in, you can't’de it later. You
know, anytime ycu‘make a change in the top of a company, the new
guy can do almost anything he wants iﬁ the first year because
he's an unknown quantity and plus the fact that you can do some
outrageous things and blame it on the previous administration.
Presidents do this all the tiﬁe, United States or companies or

anything else. If you don't do that, from then on it's your
101

0007-SWP-0060330




-

broblem. It's a little bit like what's going on now -~ you see
it éll the time in the national administrations. Republicans
want to blame things:on Carter, thé Democrats now want to blame
things on Reagan. It's always the previous -- that only works
for about one year and then hell, you want to blame everything on
them but you've been runn@ng it youréelf for three, what are you

talking about?

I was naive in that regard. I thought that performance, (.= 5%ﬁu{?é{
QCeamﬁTféﬁﬁénts. When I say "performance", I'm talking about my .
performance in accomplishing what had to be done- and dbing things
for the company and for the stockholders, would be enough and it
wasn't. Ilve»got“arrfffﬁﬁé of testimonials’ from very, very
promingnt people iﬂ the business wo;}qnppat‘wanted —-*oné*ﬁéﬁ in
Cleveland and ?ou_gnowrhis?ﬁéme; .He came to me afterward and he
said to me and he could §3ﬁit,;heysaidjw"wélt, if you want to run
that compaqy_lqwill”5§§wit for ¥°91“_,AF§ he could do it today.

And yéﬁ could cgggtAon“YOur‘fingers the men in Cleveland who

could do that and have about three left over. Because there were

a few people who knew what was going on. But I was fed up at

that time and I was going to do-something‘else anyway.

WG: But in terms of any of the specific business decisions that
you made to renovate the plants, to do the Decorator World, to do’

- change the logo... '
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WS: Probably, probably most important things I didn't do. ;BT—¥7
the-19 -- in the‘period between about early '60s through into the 1567
({ ’,Jﬁ’/before I had any real executlve power in Cleveland, I was in
‘Manufacturing management and in some cases E’at's a General
Manager in Chicago and sometimes in-Cleveland-it--would.-be.General
wggnaqer«of~ailknanufactur{nq; That was really the period of time
in which they were pouring money into revamping =-- trying to
revamp these old plants. I knew that was wrong. I knew then:it
was. wrong. I did protest, but I did not carry my protest far
enough. ‘Ttnwasniﬁmsewmucﬁ”ﬁhat -- Yt's the o0ld problem of all
that has to happen to bring about evil in the world is for a good
man to do nothing. I was so wrapped up in the building of a
career and eo fascinated by the process itself. I should have

7
protested much }§§;é¥j,%

~A_r_x_q__thewotherﬂthyi-ng...;.-:eandw50~this“probabgs¥w—— And that might
have made a difference. I don't think so. I think they would
have gone ahead and done it anyway, but I was pretty far down the
ladder at that point in time.. I did'stop them from building a

R ST

‘new plant in Canada when I was pretty*lOWHon'the”iadder. Se—that

was probably something-I~should have done.

Then if I could have been successful at that, that big hunk of
debt wouldn't have been sitting there with a negative return.
But I had everybody against me and I had to fight John Prescott,

I had to flght Sol Coolldge mainly those two and I had to fight
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Colin Baldwin. I didn't think that was a fight I could win. I

probably should have foughtyit‘anyway but then I could have left,
I had all kinds of recruiteés'trying to get me out anyway. —So—-
thas asﬁe.-Jdthat wasn't exactly a decision though, that was

more something I just didn't do.

END OF SIDE ONE, TAPE THREE

BEGINNING OF SIDE TWO, TAPE THREE

WS: ...that might have been a forced issue because as a CEO,
even with the Board at your heels, unless you've done somethlng
that is illegal or 1mmoral, it's pretty hard to get rid of thenm
and particularly when you have as good conneetlons as I did in
the business world in other places, .pretty.high=plraces. For-

example, TI-could-have. unleashed ~--people~like Business Week and

 Forbes. Forbes ran a four page article after I left. There were
 journalists in Cleveland that were very much on my side, they
knew what wasAgoing on, you can see some of those columns there.
That's the kind of pressure a Board -- the kind of pub11c1ty

MT To pesmo gf PF

Board can't stand. So maybe 1t was a poor de0151onﬁquﬁ4xrﬂﬁrvas

s/unclear/.

WG: Could have ridden them out?
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WS: Well, sure. And here -- where is that letter to Bill?
WG: It's right there.

WS: I said in a letter to Bill you see -- and Bill, the thing
C <.

that really bugged me aboﬁt-Bill is, Bilf; e up in my office
when I &:é gg;/fand he practically cried. I-built-him, I made
him and he sat in my office and he said, "Don't leave now, Walt.
Everything you've done is éoing to turn around tremendously and
somebody else is going to get the cfedit for it." I quoted it to

him in his letter.

WG: We've had a pretty wide ranging conversation and we've
covered a lot of ground. One question I always ask in summary

is, is there a question I should have asked but I didn't?

WS: Oh sure there is. You should have asked me, sitting here on
the outside, how do you evaluate what's happened in Sherwin-

Williams since you've left.
WG: I just asked that question.
WS: Shouldn't you?

WG: Yes, sure. I should have. I guess we're focusing on the
" history of the compahy.
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Ws:"Yes, but_jou're going to bring it up current}y though.
WG: Right.

WS: Well, actually I'Ye nét‘had much connection with it.
WG: Are you still.a stockholder?

WS: No. I intentionally -- when I got out I decided to cut
everything. I was the largest individual stockholder in the
Sherwin-Williams Company at that time too, by the way. So it was
my monéy on the line. At that time; officers didn't own much in
the way of stock, or_Direct;rs either. Of course there wasn't
all that much stock around. Bﬁt no,bI got rid of that. I
haven't really stayed that close to it. I got kind of irritated
with Breen at the beginning.

But I am not at all sure that I would have done anything gZK?

differently. I think that certainly the company'has ontinued to

be a strong company. It is certainly now one of the
Companies in Cleveland and I werrd reséect it. I think that some
of the things -- when you bring in a new person who=ts -- they
want to bring in their people, they want to do things 3 a
different way and it takes time to sort all this stuff out. 'The

net result of that is, that if a company is ready to move forward
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-—— as I think_Sherwiﬁ-Williams Company was at that poiﬁt in timé_
from a very solid foundation -- you delay it. Bringing in
somebody else probdbly‘cost the Sherwin-Williams Company two or
three years in theiF development. J@adumiatowmake~ahlotupf
mistakes~t0«finduoutathat‘they were -mistakes and /uncléar/.
Conversely, if youtve got a company that is coming apart at the
seams and about to go down the tubes, then somebody has to make a
lot of changes quick and be pretty drastic in order to éurvive.
That wasn't the case as far és Sherwin-Williams was concerned.
ThE& -- S0 pfobably the worst of it was that it costs themvtime,
maybe two or three years before -- to get the thing back on the
road and I have really been surprised that they haven't been more
aggressive than they've been in many ways in the last tenkyears,

particularly in the Marketing and Merchandising area.

I still know, .obuieusly, a lot of Sherwin—Williams people and I
-&éggg"a‘lot~of people taik to me and I go into branches amd—so-on
~and-so-forth to'buy things and-this-sort of thing. Sometimes
they seek me Qut;- I would have thought that the company would
have moved faster. It would have.if‘I had~been_at the helm, now
‘whether that was good or bad I don't know. But I don't have

aﬁything bad to say about the company.

I think they've changed. They've changed the character of the

company a fair amount. It's not nearly as open a company as it
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‘was. You meaddy have to read the fine print in their financial
report to find out what is really going on and that wasn't true.

I was much more up front, if you've read some of my comments...
WG: And your speeches.
WS: Well and the Annual Report, the '77 Annual Report...

WG: Was a major statement?

- | Aot®
WS: ...when we reported that earningstjoﬁ, I said, "Let's not

kid the stockholder. Let's not put out a fancy Annual Report."
I told them what the ﬁroblem was. But now they do some funny

things with their Aéccunting. fYou really have to dig around to
'fiﬁd out what their doing with their pension funds and this-and

that sort of thingj.

WG: Was there a straw that broke the camels back? Was there a
battle with the Board that you just didn't want to fight? Or was

it more kind of an accumulation of things?

WS: I think it was probably an accumulation really, more than
anything else. I think the accumulation -- probably added to the
fact that I thought that the company was not in bad shape, it
wasn't a bad time to turn it over to anybody and I had been there

almost as long as I thought a CEO should be there any way and I
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was just as willing to take off in another direction.

WG: I was just thinking, just looking through these clippings

~that the changes you were-making on the Board came about a month

before you resigned. That must have been...

/

WS: Well they didn't approve of that. See, my ideas of

AT S
" corporate governance and the Boards 7;e not the same.

WG: It was that kind of a precipitant of the...
WS: Not that per se because they...
WG: What was behind this?

WS: ...they were agreed with me that the peoplé I took off the
Board should have been taken off the Board. They however, wéuld
have -- I think -- not cut the Board down in size, they would
have added some more people. I actually cut the Board. But I
don't think that was a -- well maybe the statementé I put out
like Ehat one article said this was done fo give stockholders
mé%:ZU_Well, here are these CEOs of their own cohpanies sitting

on my Board and if it's good for stockholders in Sherwin-

Williams, why isn't it good for stockholders in Republic Steel?

WG: Well it would have been.
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WS: Well as it turns out of course, Republic Steel was bankrupt
then but nobody knew it and‘that's because of the way they

acéounted for pension funds. Their pension fund liability at

that point in time was somethihg like 25 years earnings and of
course it eventuaily‘bankrubt the company. People like that w<‘'<e

telling me how to run my company.

Bill Delancy at_gneuximqﬁggxerﬂbogldwﬁindQOut”ﬁﬁ?“We -=- he was
running Republic Steel on.my=Beard -- and couldn't figure out why

we couldn't get out books closed ,every month until the tenth
LA
working day. Remember, weﬁﬁe gﬁ% all these branches and~stuft

» for e
Lub-~here, a couple thousand of those  Jflnhslear/. They have to be

closed too, every one of them. .Buét;?;ouldn't get the books
closed to report to the Board until the tenth working day.. He
couldn't figure out why it took so long. He says, "At Republic
Steel.a;nv I get my figures on the third day of the month! You
ought to talk to my people and find out what we do!" I said, ’
"Fine, that's a great idea. 1I'l1l have my Finance people cali
your Finance people." Bill arranged it. So our people talked to
them and they went over the way we did things and the Republid
Steel peoplg said, "Gee, I don't know how you ever close the
books in fhis company!" Republiclsggelf;ZDa pretty simple
business compared to ours. They ﬁﬁ@g a few raw ﬁaterials,
they'ﬁé@&gg a few finished products, they're different shapes and

weights and so forth. We had 80,000 finished products out there
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, o JJ‘,,\;:“« o .
and all these various business. We're in the retail business,

A ’ I A auidl

we're in the wholesale business, we're in the chemical business
and‘we?ggfgn the metal bending business. So their guys said, "I
don't know how you ever close thé‘books here!" I said to then,
"Well Bill tells me that he gets his reports the third of every
month and that's a big impfovement over the way it was." They
said, "That's absolutely right. We get reports to Bill sooner
now than we used to." I said, "Well how did you do that?" "We
closed off the business a week earlier. We just stopped counting
stuff on the 22nd instead of the 29th." Bill thought thaf was

great you see. He never knew what the hell was going on. Should

have stayed a lawyer. He«reaTTy%Goekathosewn—Awelifﬁhéﬁdédnkt

y‘%ut he ran Republic Steel -- it was in pretty poor

e &

shape and Bill didn't help it any. But he didn't understand our

business at all.
WG: I'm about out of questions. Do you have anything?
WS: I don't know what you're going to do with all that.

WG: We'll sort through it.

END OF SIDE TWO, TAPE THREE

END OF INTERVIEW
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