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WG: We're talking with Bill Eldredge, who is thé President of

the Sherwin-Williams International Group.

BE: Thatls-what—they—catt-me. That's correct.

WG: And today is December 10th, 1990. Bill, as I mentioned, I'd
like to start by asking you about your career--how you got
started here and the various assignments you've held prior to

this one.
BE: OK. You want all the way?
WG: All the way, yes.

BE: OK. I started in 1953 and for one year was called a
éersonnel assistant in the personnel department of the Chicagoi
factory, which at that time'was the largest paint factory in the’
world. I think we had 2300 employeesf -&ndhﬁy job there was
primarily interviewing hourly employees and handling other
personnel-related duties. That was for one'year. From '54 until
1960 I was assistant personnel director in the Chicago factory
and the duties there were primarily labor_réiations. And from
'60 to '61 I was personnel director of the Chicago factory with
the various personnel activities that are involved. From '61 to’

about '64 I was assistant director of industrial relations in

Cleveland working for the Industrial Relations Division, working
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mostly on labor relations matters amd salary administration and

p,
other things. And then from '64 to '65 I was assistant to the
vice presideht of sales, mostly on personnel matters. And—from

ed?

BE: From '65 to '68 I was what was then called an area manager
or a division manager in the ;iie;;fé%ggﬁg;ltézfﬁéétheast ~and I
was responeible-—first-line‘supervisor fer 35 company-owned
stores and three jobbers. That job is now called district
manager, I believe. And then ftom '68 to '72 I was regional
director for the North Atlantic region,‘which meant I had
respon51b111ty for7zgh£g;; stéres in the northeastern part of the
United States. That was until '72. From '72 to '77 I was
director of marketing, research and development in Cleveland, and
@E didn't have a marketing research function beckytﬁen, and I
created ze;arketing research function«and-fzwes involved with
consumer research and also a primery element was site selection
for stores. <md from '77 until '80 I was president of the Stores
Division, and We had not been divisionalized previously. We had
operated functionally and Stores had been pa;t-of the general
overall sales activity, but in '77 we created a division for the
Stores, and I was né£$¥£$1 manager of thatiﬁgfii '80. ;;Sé_fo '81
I was vice president of public affalrsT From 'Sletn_LBS—aaéT~y9u

know, you-donlt—care what-menth, '81 to '83 I was in the job I'm
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Ané—%henfi~became—a,‘E}om '83 to

in now, which was then called group vice president international.

Ui

At

Ao
was one of those two.

'86 I was a groups/president. ‘
that time we didn't have a president, we just had a chief Cwwrwid ¥ CED
vIBe Shenit T-n 0PZARTIO
executive. e were two group vice presidents/in the company; I
And then in '86 I came back to this job
: Awh CoO )

because they created a &resident
this job from '86 till now.

ki
T
~in the company. So I've been in é
3
WG: OK. You've covered a lot of territory . . .
BE: Right.
WG: . . . functionally as well as geographically.
BE: Right.

WG:

Let's go back to the beginning, because I would like to get'
a sense of what the company was like in the fifties and sixties
when you hired on. You were in the Chicago plant.
BE: = Right.

WG:

Is it still the world's largest paint factory?
!,)‘f; oo !x‘la\\.,)

BE: A It was at that time the world's largest paint factory,
that's right.

It was a chemical factory as well.

We had a
3 .
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chemical division at that time, and we made chemicals that were
/Llwkrl— Sad P"l'?‘,) ‘O‘tbs
used primarily in the paint industry/ and _we_made fur -dyes, -and
we made pigments.primarily—and dyes, ami—that—was our primary
bﬁsine§§”gt”thatwtdme~inéﬁhe—ehemicalﬁdivision. And then we had
ThE palnt factory and we had a container factory, too, in Chicago.
As you probably know, we had a container division which we

subsequently sold.

WG: When you were there, what kind of a place was it? My
impression of the company in those days, it was a fairly

paternalistic and unchanging is the wrong word, but not dynamic.

BE: Yes. It was a very conservative oréanization.
Organizationally it was unique because the personnel function in
the Chicago factory--and I was in that personnel d;gg;;gﬁﬁgnd
then became personnel director for the last year I was there--
didn't report to the general manager of the Chicago factory. It
reported directly into the director of 1ndustr1al relatlons in
Cleveland. And there was ho/%ﬁgzﬁ;;e51dent of personnel at the
time. There was no corporate personnel function at all. All
therekwas was an industrial relations function which was
responsible for labor relations and the persénnel departments at
the various factories. There was a headquarters personnel

function run by a woman who was a rather strange case. And By

~bess-when I was personnel director in Chicago--this—gets

confusing, I KkKnow, but—Fm—trying-to mnot getthem confused--
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reported, I reported directly to the director of industrial
relations in Clévelahd and he reported directiy.to the vice
president and treasurer of the company whose‘name Vas Luther
Schroeder. eﬁndffge company at that time was really run by two
people: Arthur Stepdel, who was the chairman, who really héndled
the marketing and the sales; and Luther Schroeder, who really
handied everything else. Eﬁd—{hls was Luther Schroeder's way of
controlf%%&cagh the factorles, waé to have the personnel
function-—which“was—almest-lika—%he—poiiticai—comiSarST“yo&—kﬁew—
-reporting directly to hlm, whlch was an-indication of the fact
that the m;%g;ég; controls were extensive. A further
illustration of thatfvg;d perhaps even a more important ohé,.is
3ﬁ§£§£ime_£3é the field sales organlzatlon—-the store organization-
-which constitutes the largest part of our company. We weudd
ﬁzLe a regional director respon51b1e for sales, and a regional
manhager of credit and accounting who was geographically in the
séme location as the—regional directer—ef-sales amd the regional’
director; théy each had their own organizations, and the regional
director of credit and aécounting didn't repoft to the regional
director wibh—%he:sa%es=manager This regioﬁal manager of credit
and accounting reported dlrectly through an organlzatlonal
structure that égguigwthe vice president and treasurer. and this
was the treasurer's way of really controlling'the company. For
all intents and purposes, Luther Schroeder controlled the cbmpany

in other than the marketing end of it. Now that subsequently

' changed and has been changed for many years.
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WG: When Steudel retired, did Schroeder also retire?

BE: Schroeder I bélieve died in office. If I'm not mistaken,

Schroeder died. I'm-almest-positive-that!'s what happened. Walt
14 1 : £1 ybody——Set 3 1ied—i cfice,

think. I think he was 69 years old. I don't know if he was ever

going to retire.

WG: So it was a pretty top-down driven place by Steudel and
Schroeder. |

A aAcll pothed
BE: Yes. The interesting thing was/in Chicago, who was the
largest fﬁéﬁiizzi thére was a general manager called Wyatt Miller
who really controlled everything in Chicago except the personnél
fuhction. &ed Wyatt was on what they called a board of
6§erators, which~mg§££ once a week in Cleveland, I remember he
would take the train in on Sunday night and have the meeting on
Monday morning, and then fly back in the afternoon. —Aaé=sopziey
had this board of operators that really controlled the
operational part of the company, and it was made up of the
general manager of thg Chicago factory and I;don't know who else
except the operating people in Cleveland. - So im-effect YOU did

RY E A .
have field participation in thati/ The climate was extremely

conservative climate. ;Steudel and Schroeder ~I never saw'
QijLl\)L) . ‘
the entire time I was in Chicago. They didn't come to the

field, they sent out directives, they—were-—not—innovative at-all—
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or—Schroeder wasn t—ifiour=areas. They paid lip service to equal
employment practices, and only when some of us said, "We've got
to change“ did they make a'Change; They juet didn't waht to rock
the boat, and of course they were--and other people can tell you
this more than I cen-—they were very conservative financially.

Schroeder did not want to borrow money. Hewere-at-that-time-on

"535§§‘5fé‘rghning:tegether-here <5ﬁt Asgfeﬁf
?b>¢9} !

prebghiy:knbw,'you ve/heard this story about what happened when

Cyrus Eaton pulled them out of their troubles.

WG: No. I haven't heard that.
BE: Well apparently at one time we got ourselves into troublel
with borrowed money. This was during the Depression. And the
story goes that Cyrus Eaton, who was on our board at that time,
was the person: respon51b1e for getting us out of our problems.
How“Le did it I don't know. And of course the interesting thlnée
is when Cyrus Eaton became sort of a persona non grata, you know,
when he became close to the Ruseians, etc., oure ‘was the only

oFE

board that he wasn't thrown eat of, which is kind of 1nterest1ng

for a very conserVative company.

WG: Actually (I heard that) when Kruschev came to the United

States he stayed at Eaton's (apartment)

'BE: Right. #nd Schroeder did not want to borrow money, and so
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as a result we were a company that carried a lot of cash. I mean
cash just sat as cash with almost no borrowing, I;think. I donft
reﬁember exactly how much at the timef aAnd consequently the
whole company was run that way. And it was only 1ate£_after
Schroeder died, many years after he died, that we got into a
borrowing position, which is what eventually got us into the

problemé of 1978.

WG: Was the company just getting better from year to year,
financially speaking?
) T Dow' T
BE: &t.dideatt know, because they were not on the big board.
They were én what was then called the New York Curb, I think,
that later became the American Stock Exchange, and the annualp _
- ™ F‘ U\” pwedde p3Fuv s #TH) TP
reports told you almost nothing. They kept =5=to themselves and
I think that was because they didn't want to tell anybody
anything, but I got the impression they were getting better all‘

Fow MS
the time. - But I think one of the main reasons wexe that they

were expanding‘the store network substantially éﬁéf%hgéfééﬁf i
gstting significantly greater volume, while at the time cﬁst of
paint was not going up. They were getting p;ice increases |
without the cost of paint going up, and in‘fhat way they were in
fact subsidizing the qreation of the store network, which might
in and of itself notfﬁg;n economical, but were building‘
additional volume. Steudel was the guy that pushed the stores.

He was the guy that just was responsible for rapid expansion of
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the stores during the early fifties.

WG: Prior to the War, say, Sherwin-wWilliams paints would have

only been available through hardware stores?

BE: No, actually the first storegh«wa&%¥=§6:5éck:5;he=£irst=one.
was 1913. Well, Pat could maybe ceseégii;;—ea-that but it was
my understanding, and there were stbres, some of which were the
take-over of dealers who went out of business, but it was not
until the fifties thaf there Vas feally a rapid expansion of the
stores. I believe there was a period Qf several Years there
where there were more than 100 stores added every yvear. I did a

write-up on that once many years ago. 1I'll try and find it for

you.

WG: What was the thinking behind expanding the stores back theh,‘
do you know? ’

. :O
BE: Control distribution of the manufactured product.

WG: Were the competitors doing that?

- s, e

T e g R ro

BE: Yes. The;e»have—beeﬂ competitors éetng‘It /SHQ one else has
been successful on a national level with—deing—it. -¥es. Glidden

still has stores. They have somethlng like 350 stores. DuPont

/‘,, SIS}

did have stores and got out of it—and got out of the decorative
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paint business. PPG had stores and only recently have given up
their stores. AmdJu lot of regional chains continue to have
- | ’ o T - . '
stores and do very well with #£. 8o there are quite a few
company controlled paint store chains in the United States. I
think the thing that's significant is that I remember when I was
in the field as a regional director and a district manager, the
store managers were given substantial profit sharing bonuses and
given a great deal of autonomy because the company was not
concerned so much with store-level profit. The company looked to
make their money selling to the store. And so_in effect—that's
. ' OVR . . . \
what—it=was: At was pewr own controlled distribution. agﬁ,és a
matter of fact, we had a chain of stores that cén better be
déscribed.as a loose confederation of entrepreneurs than as a
structured store organization. We had no standard operating

Ci?"\f‘uco S‘I‘kug,}w OF s

‘procédUres. Now we eventua%}y subsequently
&”Cpb, but at that time the store managers pretty much ran their
show.as they saw fit. They‘were audited perlodlcally to make
sure they weren't stealing, and there were controls on thefrazi
produe%s—that—%hey—pu%eﬁaseé—whieh—wexe_othe£#4#ﬁnrﬁmnuﬂﬁnﬂanﬁar
*pro&uet7—and all the paint sundries and wall coverings and so 6n
that they purchaséd,<z§ayﬁvery store had its/own'checkbook, and
they operated pretty entrepreneurially. And»some of them made
very good money, really good mbney. Particularly in some of the
rural markets, I think they probably made mofe than énybody else

in town, just about. Some of them I know would bank in different

towns because they did so well and didn't want people to know

10

!
v
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about it. I'm rﬁnning through a lot of different things here.

I'm sorry.

WG: No, it's fine. I mean it's getting a sense of what the

place was like in those days.

BE: So I'd say that it can best be described as a company that
had not missed a.dividend, you know, even during the Great
Depfession. Had not missed a dividend. It was a widow and
orphan stock. We skipped ouf first dividend in.'78, I think.
Prior to that it was very conservative. Iﬁ was a low paying
company. There was a joke throughout the industry that SWP stood
for smallest wages paid. .. And there had been during the period I
was there not a gréat deal of emphasis on technical development. '
I remember I became concerned that we were losing chenists
because of our low pay. I remember»once going to art étiggﬁ, who
was then»iﬁ~eha¥ge~efreiﬂguess~he~wasvtechnical director of the'
company, and his attitude was sort of, "Well, if they go, we'll
get somebody else." Schroeder had the opinion that we didn't
need a lot of high priéed chemists; that if innovations came'out'
about- in paint, we could duplicate what the competition was doing
and ﬁith our distribution beat them to the ﬁarketp1ace. We
‘didn'tvneed to spend a lot of money on research and development.
We had a sort of interesting dichotomy at the time,-too, because
all of the laboratories except one came under the direction of

+ oyl :

Art Hedden who reported directly to Steudel. And there was a.

11
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separate division headed by a man named Nate van Stone, and he

was in charge of--I forgot what it was called at the time.
X: It was synthetic'resins, wasn't itz

BE: ©Oh, no, no. He was in charge of a division that included
Don é;:gis lab in Chicago. So there was gg?laboratory in Chicago
dealing primarily with emulsion gz&;fthat came under a different
jurisdiction in the company. And van Stone never--I mean even
though he féported tO’Steudel; I don't think he reallyveVer gave
him very mﬁch loyalty, because apparently the story is.at one
time van Stone had almost taken over the company-~he and a man
named John Prescott who at the time I was involved was vicé

president of manufacturing. And John Prescott was the only

person whoﬁ%amily—wése went back to the Sherwins.
X: Do you have any idea why they wanted to take it over?

BE: Oh, I think that Steudel was too conservative and wasn't

that innovative.
X: Is this fifties?

BE: I don't--no, that would have been before the fifties. I

don't know when it was. The only guy I can think of that might
128 RS PAes

know--Walt/would know. But that's a fascinating story. 1I'd like

12
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to know what therreal story is»there.' Because-they-—almest—toock
dit—ever: I understand they almost made it. And that was one of
the reasons given to us, although it's hard to make sense why we
neQer had # stock pufchase plan up until much more recently, was
the fact that.apparently it could-gét into the wrong hands and
somebody could take it over, and they cited that case. And I
can't back this up very well, but it's there somewhere. Bob ﬁé;%f

might know too.
WG: John Prescott was a member of the Sherwin family?
X: Grandson.

BE: John Prescott was,-Yes, grandson of Henry Sherwin. 2nd he
was vice president of manufacturing, but he never really had as
nuch authority as he might have had, and I think it goes back to
¢m;z§a§zé§§t that he had been involved with van Stone in an
attempt to take over the company. And it's characteristic 6f
Sherwin-Williams that they weren't fired. You know? It was‘sortv
of nobody really mweh got fired in the company. I mean you
really had to be stealing money or doing something extremely

/

immoral to get fired.
We: Is that true in thg‘hourly ranks as well as salaried?
BE: The hourly ranks ran much more traditionally to a

13
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traditional labor relations situation where your union contract

pretty much governedehether or not you could dismiss somebody.
WG: How did the company get unionized? Who did it?

BE: Well, when I was in Chicago we had eight unions. We=had
tﬁe>:£he main union was the 0il, Chemical, and Atomic Workers,
OCAW, which-had-been—callted—sometiring—prior—to—that. -I-mean—they
merged-with—theAtomic—Workers. I\gugss—it—had—been*the;ei;~and
qehemicai“WEfkér37-Ihey—mergéd—with—the—ﬁtomic, _OCAW was our
production unit. And then we had an operating engineers unit and
we had six craft unions—-ydu know, all the maintenance crafts of.
one sort or another. And I don't know when the company got
organized. It was prior to the time I ﬁas involved. That was FZ-

Chicago factory.
WG: Different situation in different plants.

"BE: Different situation in different plants. OCAW also had
Detroit--we had a factory in Detroit, Acme,Quality Paints, and
OCAW was there. And OCAW was in cOffeyv111e, Kansas, too. IA
used to h;;:;; igggrbinlgil those 1ocatlons. And I guess we had
the AF of L Palntmakers in the east, in Newark if I'm not
mistaken. I forgot who was there, but I could'dig that out.

Somebody would know. And we had a different union in Oakland. I

remember in Atlanta before we built that factory we had a

14
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warehouse and the warehouse had been previously Qrganized by the
Teamsters. So I think the Teamsters have part of that factory,
and OCAW another part. I'm not surebabout that. You could check

){‘JLTL‘«,
on that. I remember very d&s%ene%tue when the union organized

SR Lhes &y d i hrd

Pallas because balltas did not have a unlon-ethahés:ﬁzriﬂad e
OCAW went t@zge—down and try and organlze it, and that was in
1963. ihai»l went down to run the electlon from the company side,

and I was there the whole month of August, remember Pat? '63.
Pat: Yes, that's right.

BE: And we won that election. But they got it in a subsequent
roxt =224 ~TURLoA,

election. I think it was OCAW that went-—alread—2? .

WG Having never been in a paint factory, is it a labor-

intensive process?

BE: No, itfs very, definitely not labor-intensive process. The
cost of paint is highly raw material and not labor-intensive.
The only labor-intensive business that we were in, in Chicago we
had the containér plant at that time and that was quite labor-

intensive. And

brushes are
still labor-intensive. A lot of handwork in maklng brushes, less

e Taipgr Prvs
than there used to be butAmore eazw) Paints—none.

WG: Did the company ever had any major strikes or work

15
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stoppages?

BE: Yes, we had the long strike in Chicago--it was 119 days-=fn
n%aetaen7:1% was about a year before I became personnel director,

so it must have been--when did we come to Cleveland?
Pat: '61.

. / ]
BE: I think it was 1959. A £¥;-day strike. I'm almost positive
of that. It ended in September. And we had a long Strike’in
Detroit, too. I can't remember when that was. Those were the

biggest labor disputes.
WG: Were they straight wage issues?

BE: The strike in Chicago was almost entirely an emotional
strike. Ths:uaésn:committee—;ghe contraét had terminated but'wef
had kept negotiating on a day~-to-day basis, and I remember-wissn-
we left the hotel one night where we were negotiating wiﬁh the
understanding with the union that we would continue to meet thé
next Monday; I think it was a Friday night. And they had a

membership meeting on Sunday to reaffirm this continued

_negotiation, and the membership overturned it. And it was

primarily an emotional feeling on the part of the union that the
company was not being fair to them or something. They went out

119 days and came back on the same package we had offered them

16
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before they went out, with maybe one or two minor modifications.

It was a face-séving situation.

WG: And the one-in Detroit was a . . .

BE: I don't remember that. I wasn't involved in that.

WG: But in general, you know, if this isn't a labor-intensive

business for the most part, would you say that the company's

history is a . . .

BE: Generally speaking the labor relations are better than--I
mean it's not like the auto industry and the 3@ STrec

industry.
WG: Not a strike every three years.
BE: ‘No, no. It was very unique, very rare that we‘had a strike,

WG: My picture of the upper management of the company in these

days was fairly paternalistic . . .
BE: Right.

WG: . . . and probably autocratic. What about at the shop floor

level? Was it in that mode too?

17
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BE: Yes.

WG: Tough supervision?

BE: Oh, I‘'d say when you talked about Schroeder and Steudel

“being autocratic, I wouldn't call them tough, though. You know

what I mean? I mean everything was done in a very gentlemanly’
way. There was not a severe relationship at all. I'd say in the
factory that, you-knowm-whether;—Ftd-cay-that we were probably
middle of the road. I think we were not;ahywhefe near és
autocratic or tough as the auto industry. But I don't think we
were very democratic either. And for my monéy; when you talk
about the type of supervision you have, it varies tremendéuély
with the individual supervisor in terms of how he manages. And I
remember being in the personnel departﬁentfﬁﬂg;é*éowould spend |
one day a week handlin§ third~step grievanca-procedure,-yes-kﬁuw,
with'gﬁthion. Aaé4§hen it came down to ill treatment, it was
usually certain supervisors who were particularly difficult and

others that never had a grievance filed. So it was . . .

WG: 8o it was the individuals and not the sort of . . .

/

BE: VYes. Generally speaking we certainly didn't have the same
kind of climate you had in an auto industry. It was generally a
pretty collegial--that's not the word--but except for the one

main strike we really had a pretty friendly relationship with all

18 .
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the people, in-'the labs and everything.

WG: When you came to Cleveland, weren't Steudel and Schroeder

still in?

BE: No, Steudel ha& retired. They'd both gone by then and
Baldwin was chairman. And I guess Fred Squires--I've férgotten
who was VP of finance then. Maybe Fred Squires followed‘
Schroeder, but Baldwin was chairman. Steudel had sirice retired

}JD . .
lgf I've forgotten whether he died or not.
WG: Did you know them?

'BE: I met them both. I don't say I knew them. I'ld=teli=wou,
gometime when we're not taping I'll tell you how I met Schfoeder;
Steudel I met only on a few occasions. I went in once--oh, I
guess steudel was still chairman when I came to Cleveland. I'm
wrong. Steudel was still chairman and Baldﬁin was‘president. I
remembe; we put together a presentation on some of the things we
were doing in the field, and Baldwin brought me in to meet
Steudel and to present it to him. So he was still chairman. I'd

/
forgotten about that.

Pat: Did he die then? 1Is that why?

BE: I think he--I don't remember. No, he retired. I know he

19
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retired because they put him on a very lucrative pension plan

which was separate——differént for Sherwin-Williams standards;

-maYbe not by any other standards. But the thing I remember most

“about Steudel is playing golf out at Pepper Pike and he was in a

foursome ahead of me. You know Pepper Pike, OK. And Steudel

played left—handed. He was also sort of a short, £=t, rolly-poly
[P l

guy. Pleasant guy. Really a neat guy. And he played the whole

round of golf--he carried two five irons and a putter. And the

- 7
Ty ad

reason he carried two five irons was if that'le-aoll youhcarryfand1
you broke one, well you'd have the other one. So he just had a

hell of a time playing golf and went up and hit the ball and

enjoyed it. I remember once I was going to tee up the ball and I

moved away and he said, ﬁOh, hit the ball!"™ That's my
recollections of Arthur Steudel. He was a big man in the
Republican Party around here too, and also I think he had an
automobile dealership at one time as well. Somebddy told me

that. And while he was still chairman here. That=happers

-eceastonally. -Net—now- Z{.doesn't happen now. But I don't

remember much else about Steudel. I don't know»who'else would

remember.
WG: Do you remember the brand of car in the auto dealership?

BE: I think it was a Buick dealer, but I'm not sure about that.

WG: Was Buick a big Sherwin-Williams customer?

20
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BE: No. I don't think so. We did sell the auto industry OEM

Vip. el fls
finishes, though, out of our Acme subsidiary, and-itts—}

years. We-now-donlt sell=-well, itls-interesting. For a loné
period of time we sold nothing to the automotive industry in
original equipment finishes. Now we're getting back'ihto it,
with some very specialty’finisheé and "in-moldﬁ? coatings on the
plastic parts. But as you know, we're a major factor in the

automotive refinish business.
WG: Right. Tell me about Baldwin.

BE: Well Baldwin, his nickname was the uhdeftaker because he

looked like--Baldwin was a very‘nice man. He was very deliberate
in what he did. He was always very open to me and my big problem
was always finishing his sentences for him, you know what I mean?

And I realized what I was doing and tried to stop.
WG: Bob and Ray routine.

BE: He was very conservative--or maybe that's not quite true.

Y

In some respects he dié éo%e innovations that didn't exist under
Steudel. He was a different type of guy thaﬁ Steudel. You know,
Steudel was a salesman up from the ranks and Baldwin was Harvard
Business School, and I think he tried to "modernize’ﬁhe company"
along;ﬁhe“lfnesboprerhaps«axmase . e .

END OF SIDE A, TAPE 1. BEGIN SIDE B, TAPE 1..
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BE: . . . -4t our problems economically began under Baldwin,
where we began to start to borrow money, which was used for

operating purposes.

WG:> Rather than capitai_investment.
BE:, Right.

WG: What‘b?ough# that about?

BE: I don't know, fea11y7 Other than the fact that I don't
think the company was being well managed, and I don't think Colih.
was strong enough of aware énough to really find out what was
going on, and I think the thing just sort of kept running itself,
and I don't know when we got into those financial problems. Tom
Micklich will give you a much better reading as to what-that—was
than-T—wonkd. The whede-financial problems we got into, because
Tom Micklich, even though he's a relatively young man, was here

before the change, ahd I think he would probably have a pretty -

-good history of that.

Pat: Did Baldwin come from Canada?

BE: No, Baldwin had worked here as=a--I've forgotten where he
started, but he and‘John Prescott had started togethef and were

very close friends, and I've forgotten what he was doing, but he
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was at one time assistant to Steudel and then I think he went to
Canada or Qice—versa. He was sent there and thén'brought back.
He didn't start there. He didn't come from there. And then
Baldﬁin stayed on until»his normai retirement date. I guess he
was=65—ard he retiréd at age 65. There was I think a great fight
over who would become president, and there were essentially three
camps;} saw.'~ One Qas Walt Spencer, who was then in the
manufacturing operations area, and he was the candidate of John
Prescott, who had now attained more authority than he did under
the old Steudel regime becausé he was close to Baldwin. They

~ were good personal friends. I—think_tha¥=had—géke=inte=thezﬁzmy
together or something—like-thats—started withthe-company
together. The other was a man named Dick Bull who had come up'
through the sales organiZation of the company, at one time been
regional director of the North Atlaﬁtic region, the job I had at
one time, then gone one to become president of Acme Paint in)_ P

Detroit, which'was a division. And hls great accompllshmentﬂwas

T2 FAesT Lo #n

that he had pa:seuf—%ease—depaztment_and—eafﬁpa&at-%ﬁ%e K—Mart
during K—Mart's great growth period. Then he came back, ané 1
‘think he came back to a job of group vice president, I'm not sure
what his title was. So he was really the top/marketing man of
the company, and Spencer was the top productién man in the

company, and a guy named Bill Fine was the was the chief

financial guy in the company. He had taken over from Squires, I

guess.

23

0007-SWP-0059675




Pat: Was he the third candidate?

BE:’ He was sort of the third--the three power camps. And I know
Dick Bull campaigned aggressively to-Jbe=made, with the board of
directors, directors he knew, to be made president. But Baldwin

wanted Spencer, and Baldwin was the guy that called the shots. v
WG: Is Dick Bull still alive?

BE: No, Dick died about two Years ago. Boy, Dick would have -

been glad to talk to you.

WG: So at that point it was a three-way horse race between the

three of them.

BE: Yes. That's my perception. That's one man's perception of

it. I never got a formal . . .
WG: Spencer had been in the manufacturing background.

BE: Spencer had come up to the manufacturing ranks, and I first

.

knew Walt when he was assistant paint superintendent in Chicago,

not too many years
after I had started with the company. And he went from there to

hehad some overseas assignments along the way that included,

among other places, Havana, Venezuela, and Vancouver, szd I think
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all df those were buildinq a factory. And then he came back to

QP A 7ud

Chicago as.ggpg¥§¥=§§9é§%§%9§7¥hefehieage_operation:

odtoue?

g
AT TMre

assistant general manager and then general manager/ And then I
believe went into Cleveland to take over manufacturing, although
I'm not sure exactly sequentially how that happened. Walt was a;
JpecXxas strictly out of the business school approach. I mean he
used consultants and he considered himself to be a modern
executive who was going to change thevcompany and bring it into
the twentieth century. One of the thingé Baldwin did in
retrospect, I think it was Baldwin who put us onto the big board
&a(}he New York Stock Exchange) and of course which meant then we
had to be much more open about our financial information, which

we had kept very closely guarded in the old Steudel, Schroeder
days.

WG: I notice that when we try to do a financial histofy of the

company, it's not easy. I mean‘you get the sales and margin .

BE: That's about it.

WG: Well, I'm going to come back and talk about this Spencer, -
but before we do that, I'd like to talk about your career in.

sales, when you moved from industrial relations into sales.

BE: Yes. I was just g£or one yearl% staff job in sales. -ans
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that—was, regldy I went into sales because of my peréonnel
‘background because they had significant personnel turnover
problemg ih the stores; and they wanted someone to go and try to
evaluate why that was. And I spent most of my time in the field
trying to figure out why we had these problems‘and whét our‘
personnel issues were, and then essentially working with the
field managers a lot and coming up with recommendations bestexy
made‘back to Cleveland as to how to change our personnel
practices. The major. problem was we were underpaying the people,
and I think as a result of that partly, wdgée—sieéted—to pay more

competitive salarles.

WG: So essentially the'people who ran the stores, the

franchisees, sort of, were . . .

. BE: See, you're not franchisees. This is a company-owned

operation.

WG: Yes, OK. But the people who ran the stores had nice profit-
sharing plans, but the people . . .

/
BE: OK. The question is a good one. I understand what you're
saying. The profit-sharing plans were extremely good for the .
people in the middle-sized and rural markets, because even though
they made small salaries, they made big profit sharing and they

were very happy. Because of the competitive nature of the
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marketplace, Qe were never as successful in metropolitan areas as
wé were in the middle-sized and rural markets. As a result, our
stbrevmanagérs, who were not éiven‘a high salary, made little or
no bonus. Andbsasénﬂorée¥4&&%u%§u$he=—andﬁVe had tremendous
personnel turnover as a result of this. So in order to get some
stability, which would give us é base to be more competitive and
more profitable in the larger metropolitan markets, we needed to
pay higher salaries to get that stability. We have never done as
well in metropolitan markets as we have in smaller towns. And
one of the‘reasons was we tended to—think=0f~~Fcan-go-into_that
wholemmarketing—sitezsélection~p;eb}em. We—tended to think of a
metropolitan area as sort of a combination of_small markets, and
we put in a small kind of a store, in neighborhood locations that
we would have put in, in rural markets. And the problem was that
‘'we were generally Qut-positioned by the more aggressive
competitor in almost every marketplace. Now we've subsequently
-changed that appr¢ach and we're doing a lot better in |
metropblitan markets, but never as well as we did in some.of
these small towns._ You go into a small town, first of all, every
other competitor was a dealer so there was nobody else buying
direct. And the costs of business were sméil, so you got into
profit pretty quickly. And then you develoﬁéd people whe;were7
you-khow, I remember the guys we had funning storeé in Maine;,for
example, I remember walking along the street with one of them
once and he introduced me to a friend of his who was former

Ambassador to the U.N. - He'd come to Maine to run the small
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newspapér. One’/was a retired lieutenant commander. And also
they did a lot of industriai whaﬁ we call chemical coatings
buszness, because in every town there's somebody that palnts
some%h&aé;—yeu—knewg Furniture or kitchen cabinets or almostb
everything. And thégg:;§§s 38&15V%§“85>the boards of these small
companies, you—know. It was a one-to-one deal. It was just a
different kind of relationship than one gets in a metropolitan
area. One of the things we tried to do in our site selection
work and what I did when I took over the StoresADivisiqn, was
restructure ourselves in metrépolitan areas to be able to operate

in a way more consistent with what that market required, as (~+

against-—thewsand-weve—dene, we've come a long way in that area.

WG: What were the differences in the two markets? I mean what

is an urban customer looking for, a metropolitan customer?

BE: Well let's take an example. We—were-dealing—in-a
metrepeditan--dur biggest customer in our stores is the painting

contractor.
WG: Has that always been true?

BE: As far as I know, yes. The biggest customer in our stores
is the painting contractor. In a small town the guy would come
up and pick up at our store or we'd run it out to him in our car

or something like that. Now when you go into a city like Boston-
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-and I'll never forget this--you know Boston pretty well.

WG: Yes.

D ‘ ,
BE: Well we ha#e five stores in the metropolitan area. One was
in Somerville in a crummy little location off Powderhouse Square.
One was in Arlington up on Mass. Avenue. One was in'chelsea
right under the Mystic River Bridge. As Charlie 33;;;% said--who
was then the guy who wasf@ﬁgning the operation in Boston who's -
become a great friend of mine and we workffogether; in fact he
was the guy we did a lot of»theée revolutionary things with--.
Charlie said, "I don't go there on a rainy afternoon because I
might commit suicide." Now we had one in'Cambridge right'Qn
Mass. Avenue right at Central Square. And we had one in Wesf
Roxbury, and we had one in Brodkline. Now I've given you more

than five. But anyway.
WG: Yes, six.

BE: Yes, I gave you six. One in Brookline that was in a
location that should have been a Fanny Farmer store, and=it-was-
just—snyway. There was no way--first of ali your painting
contractor didn't come to thesé little stores because they-wefe
generally not good parking and so on, and also we. couldn't handle
the large painting contractor. I mean we didn't have enough |
stuff in the store, we couldn't give him'the‘service, ;é‘d need
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300 gallons of a given coior, and'You know the guys would ke back

there llterally they*d*be—baek—there with canoe paddles and
drums,. you know, trylng to méié-zéﬂéugé course we were the
laﬁghing stock. = So what we dld it waS';£é;£1£§; what we call
commercial store. Charllejﬁéglly was the dr1v1ng force, a—guy

namad~¢harl;e-3assey :;g; was then district manager of Boston.
&ﬁ&}ﬁe now lives in Cleveland. Hegretired’from the company. We.
ciosed the five inner city stores: West Roxbury, Brookline, ‘
Somerville, Cambridge, and Chelsea. We closed those five stores
and we-opened i what we calied a major commercial branch in
Medford, just-off Mystic. And we put in a lot of stock. We

didn't even try to sell the DIY éustomer out of there. We simply
put in a lot of stock, we put in.mixing facilities, and

essentially what we provided was enough paint for the painter.

We ran trucks out of there and that was the first time we really-

tg

-it is now still the biggest volume store in the company. And—we

.'—, PR
:

made_the first turmazound. From 3t, we went—to that same -
concept throughout the United States. And then when we went tq
suburban stores, we went to stores that were better located, you
knew, in freestanding locations or in strip shopping centers, , e
something like that; I remember moving élmogt all the stores in 4
the Boston metropolitan area. We moved Hingham’from a little
crummy location to a bigger.locatidn.w We moved Natick. We
~finally had to get out of Marblehead because it was just too rich
and we couldnft~pay the rents in Marblehead. So—thatts—whatI
ggan,:ea%;y—by—whé~we«{wehtwto~maf%£ﬂ%4xq.

P
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WG: Was that going on in the sixties and seventies?

L1

BE: We didn't start that until--well we started that in the mid

seventies.

WG: But before that, the Stores operation was essentially a lot

of mom and pops and canoce paddles?

BE: Yes, that's right. But they were all our employeesa Thatls
right, Which was very successful in the middle and rural
markets. And i remember stores--Lowville, New York, was a town
of 3500 people and webmade money there every year, ‘One of the
,things that was a characteristic when you got a store like that,
you became known and people came to it, and our store manager
went out and hit all the farms and got the barn palnters-ggp
¥row. And what those guys always had, they had little stores,
but they had a plug-ln technlcally to é;ieg”it ;aska‘Qery
effective type of organlzatlon.- So in many respects, like our

o I LI

friend Charlie Davis up 1naHam&;teﬂ ‘He painted everything.

WG: Back on your own career, Bill. You moved from this
T TRl /
assistant/sales manager job where you were concerned with the

problem of analyzing turnover in the stores, then to a regional .
BE: I went to a district manager, which was the first line sales
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job, over the store managers. And I did that because Colin
Baldwin called me and said, "I want you to do this.™ I said,
"Why the hell would I do that?" He said, "I’waht_you to do this

because, &

ou=did=that, because I
want you to come up through that organization and you've got to

go to the bottom. I won't make you a store manager, but I want
L T s g fif.redr sl TeRTC

/‘
you to get that experience." So I did/ I=went—out—there;—itwas Lee

T

veally-you-know. I went out to be supervisor of 35 stbres, and
.nobody had ever gone into that job without having been a étore.
manager before. So ; just learned fﬁcmzmyrsakes-§'learned from
my guys, Esadun;éedid. I said, "I've got to know the bﬁsiness.
Tell me what you do, and I'll work in the store." and-the store
igL,ynu_kgggL,shaking—varn&sh~and~aii~the~thiﬂgsMyeu don'*t—do.
But I worked in tﬁé store every Saturday, imGeorgels—store. And
I went around and I let my guysi%ﬁéin the other guys. One thing
I learned as a supervisor; people learn a lot from peer group
learning, ahd I'd set up a meeting and I'd bring in the guys and
I'd give every guy an issue he wénted to discuss, and I'd tell :
him, "How do you do this successfully?" And the guys would learn
from each other. And that's really what I did mostly was peer
group learning. And ny function was more pe;sonnel than anything
else, getting the right guys in the store. 'ﬁhich is the name of

the game in any business.
'WG: Yes, right. Were the stores in your region facing stiff
competition particularly?

32
0007-SWP-0059684 e




BE: Well it was a division. My first step you mean when I was

running 35 stores?
WG: Yes.

.BE: I had metropolitan northern-New Jersey, which is about as
\.}M-v'}i‘/' LY R N
competitive as you get, -tn the anthrac1te region of/Pennsylvania,

which was relatively rural heggﬁse I had long-time guys up there

that knew their business and they were great guys. &5E. Yeu— P
- Vet ree - O

knnH_thQ_h1gges%rpre£e%—bfaneh—ih—%he—eempany-—I had/a/branch in

Kingston, Pennsylvanla, which is across the river from Wllkesf

brporl s ol
Barre, and the sides of the store used to slant because the’ mlnes
e, TRLIE, Buzoey T4 A

have-been-all undermined up there. Apdeso E%ery once in a while
a car will fall through the street. But I had a store manager

named Nick Pappas and if I have one prejudice about people, itts T
. . ] _‘% i oo ~
Fh-but Wi percentage of -
, . V t; Flow.rs Tl Fv;L,
superb, effective store managers. And these guysfjust were ‘

pick Greeks, because

"experienced and they knew what they were doing and they‘made
meney and they paid their people well and they brouéht-them
along, because that was avpoor area, you Kknow. But/ﬁetropoliﬁan
northern New Jersey, we were just wiped out py most of the more

effective competitors.

WG: That's kind of when.you got the sense that what you had to

do to be a metropolitan competitor . . .
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BE: Right; And we had to force that up through the
organization. I mean that was a fight to get them--we had to
bring that up through the organization.

WG: Just because the people above you had gone . . .

BE: The people above us didn't really understand what was going

, for a while a gquy named

i g \;\y
Bert beeai) was ny regional manager, and he tended to follow "
- Al L -

i .'.;' PR A

LY

whatever Cleveland said. And then charllefbecame theuwbut most

Pf?_'r CVLA A v

of the other reglonal dlrectorsMcme&lﬂflrStkai4a¢i the guys in
the South didn't have the same problem.S They just didn't have
this competitive a market. The guys in the Northeast and the ;
guys in the Pacific Coast were the guys with the biggest_prpblem.
And generally speaking the regional directors of those areas had
nqt been aggressive guye.who tried to tell maﬁagement what had to :
be done ana what had td be changed; or didn't have the capabilit&
of expre551ng themselves or aﬁgéﬁg?a p01nt across and maklng a
case. I remember one of the good things about being a regional
director,'which was the next job I was in, was that you realiy
didn't have much communication with Cleveland. You had one
vregional director meeting a year in Cleveland/and you came ih and
'~ had presentations for a day and a half, and they never let you.
talk, and you played golf for a half a day and you went home.

And you pretty much did what you wanted to do. It was a neat job

in that respect.
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WG: You were just given targets and as long as you met them, it

was OK?

BE: Yes, we were given targets. Yoﬁ‘had targets.- As a district
manager I had a target in terms of sales and profit, and I was
compensated based upon that. And it was sales of Sherwin-
Williams product, not of anything else, and profits. So the
advantage of égg“;}oducts other than Sherwin-Williams iﬁ the
store would be only to add to the profitability. There was no.
real_adnantage—#e—se%&ing—%heéeT—whieh¥was—a—goo&—was~to~appreaeh
iy It feally wasn't a bad incentive plan. But whaf was the
‘thought? I lost my thought there for a minute in terms of

profitability.
WG: You were talking about a fegional manager.

BE: Regional manaéer, you ran ydur own show, and that was the

job I had next. Yeu—ran—your—ewn-show. One of the really unique
things, and maybe I'm jumping ahead, but it's relevant. We were
giVen targets in terms of sales and profit, We were never given
working capital targéts. So we had no targe§ in terms of ,
inventory and accounts receivable other'than:writemégé'qﬁléaéé:lxr??>
-dweT Probably the major thing that Breen did when he came in was
control working capital. 'ThatLs~the—bigges%—hit_that_came-abeut

_as a result of=-=when.I was running the Stores Divisien;—not-to

mﬁan—%e\get_ahead~oﬁ_myself-iﬁhen I was running the Stores
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Division, I had no workingAcapital targets and I'd go to
'management and say, "Do yoﬁ'have any inventory objective?“P";'
"We'll tell you about thet‘ Don't worry about it." when éﬂe;;e
in, téet;é—;aé ;o}klng capltal targets, and/ghe first year %ha%
PR Tee s fos S \

theysaid—itls serieus, we reduced working capitalnby $30

million. That goes to the bottom line.
WG:  But in the old days people just didn't care about that.

iBE: No, they didn't care aboﬁt store level inventories at ali,
and the store managers,‘because they didn't want to be in e dis-
service p051tlon, would load up the stores with paint. i mean
I'd go into the stores, they'd have more damn paint than you
could shake a stick at. Never soldfgéz D;he only thing they‘had
to deal with was the obsolescence problem, because if they held
it too long, for over three years, and it became obsolete, it Qas

a airect write-off. And so there was great panic to get rid of

it before the three years came up.

WG: And did they . . .

o~

BE: Well a lot of it was._ inventoried, *E—mean the audltors

pu T D=

weren't there. It was inventoried as being current. I remember
e=s8 we had a company controller at one time by the name of Earl
Peck who was a really nice man. And I remember.be&ng in the

P

field once and I came~xn—and~1 eaAé—te-Earl "What would happen
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if we ever took a totally accurate inventory?" He said, “Oh,

God, we couldn't afford to." We do now, by the way.

WG: I'm sure you do. Did the store managers have the ability,
you know, -if they wanted to get rid of inventory for some reason,

could they set prices?

BE: Oh, yes. Zhe-store-manager, qng:nf:bhe:@hiagsvzzﬂe store

manager had complete control over his pricing, which meant that
he was difficult fo manage because often you didn't know until
the end of the year what his gross margins were,because‘gggﬂﬁ)a"
didn't have repefts—thae—%e}d—you—wha%——tt—was—eﬂ}y*unt&lwwe—got
+o the POS systen, ynu_know—what—i—meana

WG Poiﬁt_of sale.

BE: Point of sale terminals, that we accumulated data that
allowed you to tell what the gross margins were in the,stores.'
And so you used to go through the whole year waiting fbr thé
final inventory which told you»what your gross margin was. . When-
you consider, eﬁen back when I was‘running tge stores, this was a
$500 million business, one perqént of.gross'ﬁargin is $5 million,
and we didn't have the information unless you went in and pulled

sales tickets every month and priced them, you didn't know what

your margins were.
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WG: What's puzzling to me about this is how that system was able

to endure so long.

BE: Well it was one of the hidden problems. There's no question
~ about it. Year aftef-year we would have big swings, surprises
good and bad. And-it-aras Bne of the things that tended to have
the investment community déwnrate us, was our inability to know

what our margins were, and they knew it. And I remember the last

year I ran the Stores Division. We were getting a pretty good
ARD  Brewste—

control on our margins, -==~it had been

COIRPD - AL [P IR Loy

so bad a few years before, thmy had Ernst & Whigswey the
accounting firm in. xt_mas_calied_E;ns%—&—Efnst—then. New—itlis
th 1A Dy Vrkag: il D B S
Erns%—&—¥ouag%¢had been/ln to monitor #t and Z-had mgyéEfikates
v DA OF THEw ’ E&.rb,-\:f--,»f'“ ) '
and }*m—pretty sure what—they-were, -and- Ernst and whinmey was
\ pon. . L
telling management that @y estimates were much too high. aAnd—3%

_sa4dT-—OKT—;ﬁ—yeu—wan%—%e~feei—that—way~“—~£eeaase—f—thought*WE“

“5 Taviests 07 -—

had-contrel.”;, We d1d have control. <we came out at the end of the
.

year, we-uere—-they were ai%’wrong and we were right.

WG: But your sense was more intuitive based on . . .

.,
BE: We—were—getting, just before I left the Stores Division we
were starting to get’ POS#informatlon. It wasn't 100% but we were
getting more accurate information. And we were also monitoring,

we were pulling sales tickets. We were doing cross-checks /.

through—here. Iive-jumped—ahesad—But—that<was,—Ttd—say—that—was

t z s . B 4 R ' e T e - L
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ggg,nf~the—thiﬂgs—was—nofg:oss==therewwas~really_xery_littlqu%hef
regionalmdirector"préttymmuchwdidmwhat”heuwanted_to—do; The
other thing was if you bought other than Sherwin-williams Frosivvwe

v
S S AL

. ) Tre e .=.e:7 /‘7‘}
manufactured merchandise, you had to have &hat down-at the end of
the year, ' -_what the st dafd~wasr—butfthere~wés_a

certain—}imit—you—coﬁ%d—have~en—%hatT—se—iﬁéyau_bggght . o e

7o

WG: £ percent of your sales.

BE: Yes, right. If:ysazboughte-ahys would unload and dump that

stuff at the end of the year often because they were overstocked.
WG: You went from district to regional.
BE: Yes, regional'(director).

WG: And then you were in this market research and development

function.
BE: After the regional director.

WG: After the regional director. Tell me about the market

research and development function.

it

1% 2+

BE: Well we didn't have any marketing research function/ And

- -,

this—is—ome—of the—things-that really, the driving force .an=this
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was Walt Spencer, /I-thlnkT_te—get~a—ma;ket;ng_research_fnnctaon

Or-maybe—it was Baldwin. Ive forgottenwhe—was-in—eharge—at
that—timef“*ﬁnd‘weﬁha&—ﬂeveé—éeﬂe—any. And-so0 I came in and my

; Fo~

primary thrust initially was to set up some methodology ef better
T AL T AR ‘

store site selection. Be : : t when we wanted to put

a store in a town or move it, we sort of left it up to the
el

regional/district manager to find a location and €hem we felt

)
there ought to be some science to this. As-—a-matter-of faet,

PrRyE g

pnpba&%y:fh retrospect, it's/one of the most sophlstlcated jobs
N oY E Dot (HARGE OF

ted

irys ,’ £ T

ST kL

we ever did

& owe- D,n,u.,* Lo v TF~f DT 0T prt 0% VUl =<roege 4, HE s
now pres1dent of a company that does thts-k;nd_oi—thiﬁg-—he» _ .
7 D S2eTeTy Fpe (D fE1 15

ef=biris, &aﬁftg make a long story short, we collected variables, ﬁw““

ﬁ' 6’\‘_’15‘/‘-0'5— P"\DCLc A
a sample of our stores, and then we went through thesﬂa;;nus

-ana}ysiST-esseﬁgégiiy called stepwise multiple regression, which
J&uh4&:&2&5i5§£5a£=p§eee&ere along with just—sert—ef common Srasd
A.th;agsr;judgments, and-we came out with a fairly good ﬁodel as to
what made one stere profitable as against another one. We were:
able to do that only insofar as it affected DIY retail business,

though. Because site selection is primarily quantifiable in

I !

RN o A
terms of retail, and & wanted the aest ef—the bus1ness/”whlch is

r

still the majorlty of the store, we dld a modified 51te
~aveRst Lo YT L4
- selection, essenttaiiy—whtch—was—more—sort ef~—I~don+t~knew—tf
_the Delphic Method-is right, but-you went'andwyoumfeund;eutmwhere‘

'—yeur contractors were and where they picked their paint and where
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they shopped and where they palnted and—you figured—someWhers
\ /I Fso T et Sucn rfLTOV\Q AS Fee ISy pl‘f‘KINC‘
a;ound_there_yas_a—geeé~p;ace~and—they-hadeenough,park*ng_and
there _was._ enougheAszqﬂ And we also looked at successful
competltors. The oae.most successful company It've ever seen

s DI rﬂqu
doing thlslls a company on the West Coast called Kelly Moore.

It's a privately owned company. A.guy—;~%oek—eut—oi—a_sto;e—and

‘brought into various jobs is now president-of that-eempany.

WG: What is the fellow's name, the very bright guy who helped
you with the . . . |

BE: Tom Gay. and he's president of a company in San Diego now.

'I_doéLt_ramember_the_name_oﬁ—the—eempany7—but—1~eeuld look-it—up.

But-does-that—kind-of-thing—for_everybody. ‘¥ - T

7z 2STE -~ 4

WG: Prior to this effort, the company had made no effort to do

coordinated planning for the stores?

BE: As far.as I'm ooncerned, no. They'd oome in eVery jear
essentially with new products and new colors and things like .
that. But we had no standard operating prooedurei‘ The only
.store manual we had was an accounting manuai. We didn't have an
ogerations manual. The operatione manual was created by Charlie
Baézz& when he was mgﬁe vice president of. operatlons when—we—were

in the Stores D1v151on. guy an €y sp 1

time and-ecreated the first—Stere-Operating Manual. It has since
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become much more sophisticated.
WG: Are there early copies of that around, do you know?

BE: I don't know. Charlie might have one at home. It was the

. first manual.
WG: We're talking what date?

BE: This would have been 1978/79. We had an extensive
accounting manual in the stores, but it was for accounting

procedures and not operating procedures.

WG: And in terms of sales advice and sales procedures, they just

e ® ®

BE: What you had was a meeting once a year which was on
products, primarily, on new products, where the regional

gdais G -

directors wemt=teo Cleveland, and then-ueﬁﬁ’pﬁt on meetings for
TYz: R~ The :

<uar people in the field. -Amd as regions we-set up ocuxr gwn.

training sales meeting activities, but == did that pretty much on

our own.
WG: And so it would vary.

BE: It varied significantly fromlregion to region.
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WG: But there was no common strategy about how to attract

customers or how to place advertising.

VBE: Well advertising was genérally controlled at the regional
level, except for nationwide television advertising. Otker—than
tbatT:yeaThad;an_idxgztigiag;ygngggz,inﬁeach_;egionT~andwhe/”
essentiaiiy‘ﬂetérminedtggetherwﬁe@ant~- =

: . T~ .
We-had--a-budget_to..work-: ~for-t j—we-deecided-how-mueh—

newspapery;--how chmradioT»hdw—muEH‘§pbt‘t e+—And-that—again

was - .ly'rEgional'éicebfufof the national televiéfbnm\\_

—

WG: Was the content of the ads, did that vary from region to

region?

BE: Most of the ad mats were made up in Cleveland. That was

generally pfetty centralized. We worked off standard ad mats.

WG: But again, the store manager could have a sale if they

wanted to have a sale.

BE: -Generally you did that with the distrigt manager's approval,
ahd I'd say the jurisdiction of the store ménager iﬁ pricing was
much more in the contractor area than it was in the retail area.
We generally set retail .prices and determined when we would sell
them on sale, but quité often I know’ﬁégéle would walk in and

fre—

they were about to leave because we were akxways higher priced,
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apd” the store manager would say, "Wait a second," you=direw. A
‘lot of them%gghft let them get out of the door”approach. And
soﬁe guys could stand up to pricing pressure and give a quality
story and some guys couldn't. Some guys would just sell for one

price. So again it varied a lot not only from district to

district, from store to store.

WG: So there wasn't a common training that the store managers

, went through?

—

SRR S atER .

BE: There was a training-thimg in Cleveland for new store

managers that lasted, what, two weeks?
Pat; Yes.

BE: But the other training that was done we did on a regional

level.
WG: And how did people get to be store managers?

BE: When they i#i%é#éed stores in toWns, ofpen what~—they-—simply
want;%n, theY'd go into town and they'd talk'to the local banker
and the local ministefs énd they'd say, "Do you know a man who
has got these kind of characteristics who would like to be in
businéss for himself but doesn't have the capital?" and they'd

interview the guy and make him_a store manager. Now eventually
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once you got stores located, what you'd try to do is hire
salesmen and store personnel and assistant managers and bring =

actiops=—>But-even.. . . . . Thpus I}-'/gﬁr"'ﬁ

WG: Is that still how it's done?

BE: 1I'd say now, yes, it's pretty much how it's done. But now
the caliber of people you have is totally different. Igmean How

you get college graduates to go into these stores. You never got

[P

a college graduate before, because there are so many more college
AJ b D‘fn\?:,vv?'. ) . o

graduates. We rewver hired a college graduate in a store.

WG: Even as a store manager?

BE: He might have come in as a store mahager, bﬁt it was
incidental that he was a college graduate. There were some that
were hired, but it was coinc:.'L'dentall. Now.there's SO0 many people'(
coming out of these various state échools, and they don't have

other places to go.
WG: Yes. It just strikes me . ..

END OF SIDE B, TAPE 1. BEGIN SIDE A, TAPE 2.

7 T .- |
BE: Your—own expenses associated with the structure. For.
_ 5

example, the American Management Association course
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4A sales management,'thevnormal span for a sales manager of

salesmen working for him is from 8 to 15 salesmen. When I was é.
diétrict manager I had 55 stores and three %5b5éf§:’ There were a
few areas in the U;S; where we didn't have stores, where we had
distributors, and I had three up—there in upper New York State.
So we did have a regibhal hierarchy backing them up, so that was
‘'a cost of doing business. But by and large, if the store broke
even, the company made money, because the company made money
selling to the store.

WG: The store managers didn't have any control over the price at

which they bought from Sherwin-Williams.
BE: No. No, none whatsoever.
WG: So I assume that was a source of friction.

BE: Well they often were outpriced by dealer competitors. At
that time we had Sherwin-Williams sold through dlfferent

distribution channels a%d:ihe,xeasen_was_Lsathat{de couldn't

- -
['0, —

charge them—a.lower price -than we charged 1ndependent dealers-—

r

the stores,-I-mean. Because—we*d—beenjeifed—prevronsiy“under
anLitrust;regu}atienswandmit~wasma“vigiézigﬁiof the Robinson
Patman Act to-do—thats When”yquhEg;g”inyolyed_ﬁith;distribution,
they—couldn't—-change it. So what we in fact did, and this is

sort of interesting, a lot of our products developed because we
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brought out almost exaétly the same product with a different
label on it so we could sell it at a different price. 5T Wle

o]

. : ‘ Qntragt_fpr,these—;etéil_prices—so~we—breught»
. Frig e burne :

oug?*éuper Kem-Tone was our best knowh,product, and Painter Craft
Quality é;§é'was Super Kem-Tone under another label. And frankly
we got a lot of product proliferatibn as a result of simply
duplicate products under a different labels Se—we—geﬁésemewhat-
-different-produet-supports. And because-Sherwin-Williams—paint
was;sQld_Lprnngh_gthgr_diSt;ibutien—ehaﬂne}s-iobber87—aiso
'%nother sort of unique thing was we had subsidiary companies:
vthere was the John Lucas company, the Lowe Brothers Company, Acnme
Quality Paints, W. W. Lawrence Cémpany, and they all had their
own labels except they all had Super Kem-Tone. So you would find
Super Kem-Tone being éold at a discount in Elizabeth, New Jersey
and it was some Lucas jobber who dumped it there. And that's one
of the reasons we eventually in the léng run took Sherwin-
Williams paint out of all distribution channels othef»than our
own stores, although it cost us a lot to do that in terms of lost
Vblume, I think it was the right decision. MWell;—Jack-Breen
doesn*t;—but—he—wasn't—here—at-the time.

WG: As I understand it, some of the'stores#were selling things

other than paint.

BE: Oh, yes. Well of course they all sold paint sundries.
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WG: WhatJS‘that?

BE: Sandpaper,itape, brushes, rollers, pads. Spray equipment
has been a big part of our business. We have probably always
been the biggest spray equipment seller in the company because we

5 Ao &k e

got started with Grayee very early, GrayeO'belng really the first
good manufacturer of éé%o spray equipment in the;sgsggi% A lot of
spray equlpment but we also--here goes another long story: -6ur
stores in—rural areas used to be-wery-successful=—ech, ﬁll_stores
sold wallpaper, because thatfs where You go to buy wallpaper is a
paint store. A lot of guys in rural areas did very well selling’

. Wi Do Dow e
carpeting, % selling draperles, in selling curtalnsq I remember
“beding 43X our Galveston store, amé=&2 was the carpet, drapery,
curtai; outlet for the area, aadﬁﬁé had a couple of women in the
store who were extremely proficient in selling these things and
very well known, like any other specialty store would be. But
the product mix varied from store to store. Some guys took on
toys at Christmas time because we're so seaeonal. And—guys—would
<se}}7—$~mean_you_couldnlt_put;—semebod¥_agheg_Len—WardT;scmebeéy
,game—ia—te—see—him—eﬂeeT—_Len_Hard_was_the_guy~who—¥ou*il
intervéem&*&u;qmas_runniég—the—mefehandésingr;and_saidT~£De—ybu
sedi—this-pro ?U-—And-he-said, "Ilw /

we sold everything and anything. And there wasn't a whole lot of

control over it except you'd go in and see somethihg in the store

and say, "Get that the hell out of there because we_don't want to-

. sell this." One of the big mistakes we made, in fact I'd say the
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£.p o~
2 piaATR Ao
Cecr&nt

/ ’ -
blggest mistake we made, ¥ Walt Spencer decided that palnt d1d :
not have rapid growth potential, but that other decorative

products such as wall covering and floor covering and draperies

v ‘ﬁ}r 13 >
didf’yfherefore we would turn all of our stores into decoratlng

(pd e
centers. Andswheseas certain stores had individually done very

U con -L-’T i3 A

well with otheryproducts, some stores had never done well with
anything except paint. And so we forced every store to become a

full line decorating store. We'd take stores with 800 square

.. ’ . . A I ?"bv/
feet and divide them up into four departments, And of-ceuwrse

once t=® had a half-way decent paint-presentationy Now it was

almost gone. eo'Eheyyhad to be in the carpet buslness. So
t CusTOMEN L TTone
y would come in'‘and order carpetlng. The carpet would

come on a truck Where did you cut the damn carpet? These guys

YA
would cut it in the parking lot when it wasn't éégéy And wou ST

Rz Fwvio :/'.’s..,w,——‘»t_ CEa™ fuy,

Jknow, we had a program to €&=btiris without all the backup support

that was necessary to do it. g%é:;é:;h;t/happened was we got
eeéééé guys involved selling other products for which there was
less margin and more problems in terms of complaints ighézcounts
receivable and=ali—=these, and our palnt business started to go

_;).—

down. And in fact probably of all the things Z did rlght in.
running the Stores Division, éurever;eéy;hat!trend and got them
going back to selling paint. And the guy who's running the
StoreS'Division now is fimadly even doing it more tiga—that. Now
that is not to sey we still don't do very well in certain marhets
ﬂé&gg-floor coverings. And I think we're the second largest

retailer of floor covering in the U.S. We are the largest
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retailer of wall coverings. But that always has fit with a paint

store. Wall cdverings.have always fit with a paint store.
Pat: Was Decorating World developed . . .

"BE: No, we had a concept--Walt said he wanted to become a full
line decorating house, and that's when we decided to set up a
piiot and we waa%-end—séent a long time studying'éites and
studying product lines and éamé up with Decorating World in
Charlotte, which:§;725,ooo square feet of total décorating

outlet, and as Pat will tell you, it was an absolutely beautiful

store. It was a marketing success and a business disaster.

WG: Yes, I was reading some of the management reports about it,

people camped out in order to get into the store.

BE: ©Oh, it was a beautifdl, it was a fascinating store, it was '
really a super store. 1It's just we couldn't operate it and make
money operating it. It was just .... Do'you have a picture of

it?
Pat: Yes, I have a . . .

WG: It was a different concept than what you weré talking about

earlier, though, of just adding some other . . .
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BE: Yes. It was a different idea coming out of the same concept
and becoming a full-line decorating center, rather than‘just a

paint store. ?he—%dea—was—tha%—we—weu}é—take—thJq and-=well as-a

matter—ef~fact——Decorat1ng World ended up 1nf1uen01ng a lot of
our stores--a lot of our larger stores have many of the concepts

we developed for Decorating World.
WG: Why was it a business disaster?

BE: Because first of all we didn't know how to operate itr I
mean nonevof'us were experienced retail operators. We didn't
know how to opérate_it, and we designed an operation whicﬁ.was
almost iﬁpossible'tp operate profitably because of the costs

involved. It was too complex and too costly to operate.

WG

Just to keep track of all the inventory.

BE Not only that, but the number of people you needed and to

(12

man it effectively.

"WG: Was it the idea that you would come into one place and solve
every need of the house? What was the'cbncept?

BE: Yes, that was the idea. You'd get all your decorating:—we
had a beautiful wall covering department. It had a lot of

products in stock and almost every wallpaper book you could think
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of. Then_we had a-rug-depaxrtment, a carpet department that had a
maéhine we imported from West Germany where you push the button
and thé,rolls went arouhd-and you could take it off, and ﬁﬁé_had
thés—and—you had hardcover flooring. We had a bathroom/kitchen

shop. You know, all the bathroom- stuff.
Pat: Lamps.

BE: We had a lamp department. We had a seasonal department with
porch furniture and patio furniture and barbecues and all that
sort of stuff. And it just was too costly to operate. We sold a

lot, but it was just too costly.

WG: Logistically it's much, much more complex than a paint

store.

BE: Oh, yes.. We had a Mr. Fix-ft, You know, we did a lot of

- marketing research to find out what d&e people égﬁﬁfziéiidégfg e
have in certain locations. And e ﬁ%ﬁé guys in red jackets

standing behind the counter, you-kiew, and you'd come with your
decorating question and complaint and he'd come and help you out
and>lay out things for you and do all that'étuff.'uéf'sgzzds'

great. It was great. It was a fun; fun store. And.we got it

better. But we never got it so it could make money.

WG: There was only one?
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BE: Only one. Now we took the Decorating Worldj;éé did go,
however, to larger stores, -awé—we ggéiﬁégysaiZQN}loors up to

&E,OOO square feet. -2axl TLen Ward sald that we shouldn't have
anything above g#%:b and I pushed for ;S,ooo. And we got-a=dot Sow i
of them in that were zéyooo—-not a lot, maybe 20, 30. 1In

retrospect he was right. That was just too big to manage. He'll

tell you about that.

WG: But a store like that would place completely different

demands on the manager just to . . .
BE: Right.
WG: The skill levels and everything would be different.

BE: Absolutely true, ana that=was one of the problems was

adequate training for all this. Again, in some of these smallef’

towns you'd have a fu11~time.carpetf;21es managerJéé¥géstorevwho

was very professional like yéu might get in a Sears stére or in a

local furniture store. But to take a store manager, and-this—-is .

,rcertain::tOTtakQ:a:s£efe:managef who we were barely able to train E

and sell paint, and also ask him to become-; specialist in |

carpeting and ﬁall covering, I mean he'd see a wﬁman come in and ?
rdéﬂéi go out the back door. If you were big enough to be staffed with

expertise in the various areas, you were OK. But the typical

small store, I mean as a result you can imagine-the—kimd of
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WG: I was just thinking about the ads. The ads for the stores
were very much having women in there looking for all kinds of
things, but in fact in the real world these guys were used to

dealing with male paint contractors.

BE: Yes. The guy whofs'a good contractor salesman is probably

v Sl Teivswa TvyL Tl

not a good guy/ ' You know, selling wallpaper to a woman is an

art. I mean you've got to know what you're doing. -Chariie

ﬁ%g;gg;tells_staries_aboutghhaﬁeésaafbig~wallcOueriag—safon,-tbﬁ:

on Second Avenue_in_New_XQrk+_aud-¥bu~wantwto~seeftheﬂreal pros,
and=theyl!l]l come out with three-rellsy—and-you-get—to talk-to-the-

wvoman_and _get to know her and - : i : . d

_She'll say, "Well I don't like that one+'' UWhich of these two-do
. ) * . TJEC C»J‘,,T-}/J.-I:-» .

- you like. the-best?" 8ft if you just let-ggam>go into the books

and go on and on, it never ends sometimes. Never have a store

near a bus stop, because that's what the women do while they're

waiting for the bus, they come in:and they read the wallpaper

books. But you need almost in all cases, with exceptions, you

R E}.,‘_‘ s al y}),t.-._ L o :'\;,‘,g__

need women who specialize in th=t. I'd say 95% of the

wallcovering is bought by women. Weld-need-women—to—work . . .

WG: That raises the gquestion about recruiting women to work in

the stores. Did that happen?
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BE: Yes. I'da Say this, in ail fairness, I think we've always

had a very opén employment policy on that. I mean if a woman

came in and wanted to become an assistaﬁt manager, we'd make her

an assistant:ﬁég‘had women store.managers. And we had women
district@fﬁﬂz?%gggeSt problem was when you had to unload a truck.
Because the trucks would come in and you'd have to heip the truck
driver unload the trﬁck. That was the only real probléﬁ with

women managers.  But we had a lot of very good women ménagers tm /<
e assistant managers. We still do now, I think. In fact we

have more now than ever before. We have woman district managers

now.

WG: But as you went .to this furnishing store concept, did you

hire more women as . . .

BE: Well a guy who was VP of marketing by the name of Biliy
. T EeR ' .
Davis came up with an idea eadded we would have a woman in every

store and she would be called Shirley Williams.

Pat: It's true.

BE: Billy came from Texas and he thought'thﬁs was a great idea,
and some of us told him this is no way to operate in this day and
age. Anyway, we had it. We had Shirley Williams Service. And
that was decorating service. and eventually the women said,.“You

know, we don't want to be called Shirley Williams. call us by
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.our oWn names." And we did. Eut we hired a lot of women for
this=t¥pee:wefhiredra—%e€~o£~wemen as decorators. We'd call them
decorators. Now that didn't mean they were graduates of any
interior decorating serﬁice. Some of them in fact were. Our
best source was often the interior decorating course at the local

conmunity college.
WG: How did you train the decorators?

BE: Well we'q&havgJUSuél;f a decorator at each region who was a
decorator and she would train them, but in many cases we found

very capable women. Thére are a lot of women who have training

QE@D&”\»;Q
in $h4s and who £e§=eneneeaseﬂ’~maybe ey can only work four

T gt T1T 09~ pNJEEAC. UEBK Tttt

hours a day, and

QQme_innand~maxha_had_3=£améi¥=aaéaasm;—say, élmost every
CIIA [
communlty college had a decorating &xwa, and we'd go and get some

of their better graduates. So maybe they were not professional

decorators, but they generally we;e—geed—eneugh—te-be-ab}e~to-—

*'g
+hey had}color sense and:they—had—wha%-goes:w&%hawhat which &8 > 17—
often not the case ‘with some of their customers. They were

better than the average paint storefiérson.

WG: That concept of the store as a decorating center didn't take
root, right? I mean there was a retreat from that back to the

paint stores?

56

0007-SWP-0059708




BE: Well I'd say yes, there was a retreat back toward that being
the primary emphasis, and—the-emphasis~nawT—whieh—iséwha%¥weftry

;o;doéand—l*think_has—beeneéene—evenémoxewso;nQWT:i:?i;zre paiht

stores again. But a lot of é%%%e paint stores still do a lot of

- business in other than baint products, and some of them could

still be called truly decorating centers. I think you find them

in some of the smaller.markets.

Pat: Some of them on the 2?7 pads?.;.

o0 e Pro | cuer A
BE: Yes, say ine2- of a major mall, the ones in
Indianapolis, still are very much truly decorating stores. We
still sell a lot of floor covering and a‘lbt of wall covering.
Wall covering in the last few years has been in a demise, and I
tﬁink it's the whole industry, i#*s not just‘ﬁihfgr-a while it
realiy took off. God, it was great. We were selling foils and

There ot DTS-

flocks and some of the-high priced papers. It —Just-went-on-a
Fuwy OF Rig _
;;emaaéeas-increases And the last several years it's been down

‘and it's not just us, ¥ks-the whole industry has been down. I
don't know why.

WG: A while ago you were talking about the decision to focus the
- stores on Sherwin-Williams brand paints, and to take Sherwin-

Williams brands away from the other produets. o7 -TT>

BE: Right.
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WG: Ydu»said'one of the reasons to do that was this problem of

not being able to control the pricing.
BE: That's the major reason.
WG: But weren't there also other reasons there?

‘BE: No; I'd say the major was the fact we-couldntt—when-we—made

decision to be a retailer, which the stores had not been up till

then.

- WG: Essentially,wholesalers'to paint contractors.

_ AR
BE: Well they'd been everything. But «e made a decision that,
: ) RETTH .
- well-WaFt-made—a-dacision—that xetailer is where the potential

is. - The DIY market is going to explode. And in fact it did.

WG: Do it yourself.

: YA
BE: Andjretail was where we should put our emphasis. Once you
made that decision, you realize that ybu haé/to control your own
marketing,'and you couldn't control your own marketing as long as
~other people had your product, they‘ll do Qhatever they wanted td'

with it. And that I'd say was 90% of the reason we did what we
‘did.
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Had the other brands, I ﬁean.. -
BE: We didh't have Dutch Boy then.

WGs -N?, but you had . - -

BE: We had Martin-Senour.

WG: You had'Martin—Sencur . e .

"BE: So we attempted to convert all of our dealers to Martin-

Senour‘ With only very limited success. We did some.
WG: What was the history of Martin-Senour prior to this?

BE: Martin-Senour was a company in Chicago that we bought. And
Martin-Senour had a reputation for very high quality, fine color
operation. And they were run by an extremely innovative man

STOANT
named Bill Sheﬁast who is probably one of the best salesmen I

ever aég—Q;éo And he built that company into sort of a niche gf #s #
high quality, high fashion, high color capahility company. They
were the ones that did the Williamsburg Colgrs, which is probably
the most prestigious differentiatiohé Itf:”iafai%k:w
differentiate yourself from competition when it comes to wall
paint. Letfs fact it. I mean it's essentially a commodity

Lo
product. But he was able to/successfully--one of the most
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successful differentiation or niche jobs I've ever seen #n a

commodity.puohd & T
WG: Premium price paint.

BE: Premium price paint. A line of deep colors that you
couldn't get in many other places. Unique specialty colors like
the Wiiliamsburg colofs. And also he had what was called the
Color Robot, which was a tinting machine. ¥ou—eame—into—a—stur¢
and-you-put—i ' it g, CHUY; . .
aéd_bxoﬁght_nnt_ynur—eeior. It was a precursor of ones we héve
now which are very sophisticated. }enes—where—you—také“ﬁ‘ﬁuior

— '
14

!] ll ] IO !C ) ]' . -
WG: Was Martin-Senour run as a kind of a subsidiary or . . .

BE:' Yes, it was run as é subsidiary. It was not integrated at
all. I think Bill Sézzgggrreported in to somebody here Eégfhe Dﬁd*“ﬂ
ran his own_show; Now when I was in labor relations, we alsol '
handled their labor relations, which wasn't much because they

- /

didn't have a union, so #e consisted mostly of foreman training.

I got involved in that with him.

WG: Were the other brands--Lowe Brothers or Lucas--were they

separate too?
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BE: Ihtereétinq;that you say that because they were sepérate
except we decided that'someﬁhere along the line to merge therw
store;yﬁg%ggﬂ;ad stores--Lowe and Lucas. We decided to take |
their stores and put them under the existing regions And I

remember being a regional director and inheriting twelve Lowe

Brothers stores, along with two Lowe Brothers sales managers.

WG: Were the sales practices and organization and everything

pretty much similar to those stores?

BE: They were similar except they were, if you can believe it,

FOCRe=a =khéle more poorly organized than we were. I mean

. . \ARS) « =TonE S -
unbelievable things that.yée¢ve found out about these guys. I

- found—eut-one-guy whose store up in-Massachusetts;—the—Boston

Lgood_compared CoO theirs. We eventually integrated them and we

kept their product line separate and kept their organization
separate and finally wé said, "This is ridiculous" and-we went
eit—there. I had 12 stores out of 250 that weré a different
brand and I said, you know, "Let's just convért them, " and we

did.
WG: Do those brands still exist I mean out there? I mean can
you buy John Lucas paints?
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BE: No. We=keopwtheme<l think we probably sell them somewhere

to keep the name.
Pat: Yes, we have a trade--we still keep the (trademark).

BE: We probably sell something somewhere to make sure we don't

lose the trademark.

"WG: But over time that's one of the things that happened -was the

consolidation of those brands into Sherwin-williams.
BE: Yes, exactly. Except for Martin-Senour.

WG: Except for Martin-Senour, which was kept separate. Then the

Dutch Boy was an acquisition.

BE: An acquisition. Martin-Senour was definitely kept separate.

We only had one Martin-Senour store, I think. We never had

stores. So thatCiééiiilé&fiéiiiﬁdidn't change except we tried to

convert peopie to Martin-Senour.

/ _ '
WG: Why didn't that work? You know, the highest quality paint

out there, why didn't it work?
BE: Just that it wasn't that well known a brand in the general
marketplace. Tt—was-known . . .
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WG: That's true. I never heard of it until about two weeks ago.

BE: It was known in a niche market. And when the competition

heard Sherwin-Williams was going to go out of the dealers, why of

course every paint seller in North America was in there. 2nd we
only got a few of them. So all the other companies went in and
took the dealers over. We kept some. Kept some very good

accounts. Some--where do you live? .

~ WG: Central Square.

BE: Central. I don't think we have any around Central Square.

Qo 37TomE sy ' « .
#3  Central Square was on Mass. Avenue on the west side of—kthe

street abeut—three-blecks-up, north of whatever the cross-street

is.

WG: Prospect, Magazine.

BE: There was a guy named Jim Gardner who ran it who later, when

we merged them became a salesman out of Medford. Really good

guy. He stayed with us until he retired.

WG: We're leading into the troubles of the seventies, and I want

to get your perspective on that.

BE: Yes. I think, you know, a varietylof'things come to mind,
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and' I don't know how well connected these are, but I do know from-

a financial point of view we were in fact bbrrowing money to pay
, Fek &G b™ng Eyornriis ’

dividends and te=pay-oper¥atings. And I don't know why this all

happened other than I think the stores were not being run as

efficiently as they could be and I think they were probably a

drain on the company. I guess in general we just didn't control

. WEL TR
expenses and the most important reasonswe didn't control working

'capital. I mean there were no real controls in place on working
capital. Spehcer was a very bright guy and his instincts-were
all right, but he didn't know‘what was going on in the
organization. I remember being concerned about a lot of things,
and I wouldicome in on a Saturdéy morning because I know Walt
used to prowl the halls, and I é;:;ME;;M;ay back to Chicago days
MhﬁB:&gﬂa$=£g;§£i¥el¥—¥oung, so he'd say, "What's going on?" And
I'd say, "Let me go into your office," and I'd go into his office
and talk to him, Saturday morning. And I'd say, "Walt, here's
what's going on, here's what's happening, you've got to
understand this." And he'd listen to you and he woﬁldn't say
anything, although you knew it was sinking in. And then at the
end he'd say, "Remember you don't report to me." And he'd ha?e
people between you, layers between you, that yere buffering him
from what was really going on. And I remembér distinctly at that
time we were giving ail kiﬁds of positive stories to‘the
investment community, and the guy who was gwgzntact with—%he—guy
<who was our treasurer, a guy named Jim Cole, and I was running

the Stores at that time, working for a group vice president named
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Ron Curley, and I'd run into Jim and he'd say, "Well, I see

things are going well." And I'd say, "Well, we've got"some
4cggigg§_g99§ and not so g;g?" And he—;ééé_ Jhell, the investment
community's ﬁery'interested about this, this and this." and I'd
say, "Well Jim, that's not going. to happen." &And he'd say,
"That's what Ron's telling me is‘going to happen," and I said,

"Well, Jim, that's simply not true." He said, "Well, if it's not

. . . S0 oL O P
true, then we're getting a real problem." And of course we gagig ree
P XA PM&VCU«— :»3\'7‘(*
= the 1nvestment community because we kept
o BS
telling them things that dldn't happen a;d .that one book,
. ‘ AR Taa VD B L T
restructured, reformed. And.the-major<-Spencer had a tremendous

ego and whenever you came in to tell him about something, he kriew

more about it than you did.

—
more—abeout—that. He was quoted on the outside as being a
business expert, and he didn't know what was gding on in his own
company. He was trying to do the right things. I remember when
=oeT B EFowe
he left the company, asser he left, when I went into his office
and he told me he was leaving. And I said, "Why are you going5“
: Nl loowdd Liki -

And he said, "Look " and he took a pen out of his pocket and he

opened it up and he had some--what are the pills you take for

heart?
WG: Digitalis.

BE: Digitalis. He said, "This is the reason for it."

Nitroglycerine, digitalis. "This is the reason for it." And I
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said, "I'm sorry, Walt. I'm sorry you're leaving. I know you
wanted to do a lot of right things. I know you had thevright
‘approaches." Well, a few months later when he want to Tulane and
all kinds of articles were cominé out where Breen was really
raking Spencer over the coals, you know, in print, in quotations.
And Walt wrote a letter to me. I was then, by that time--this
- was later. I was VP of public ;elationsﬁﬁgublic affairs. Public
;e}ations—éné—public_affairsf—+@he—same—thiﬁg, He wrote a letter
to me complaining about all these stories that were coming out.
And he said, "“You know, Bill,byou remember what you said to me
the day before I left,® énd I lggizzlback and Z- said, "Walt, I
know what you wanted to do, but Walt,-it never happened. It
never got through the organization." Because I-remember he WSEZ;r ’
a copy of the letter to Allen Holmes. You’know, I sent a copy to
Allen Holmes. (Laughter) . And_thatawas=fe§¥&y~:€ie two problems
Walt had was he had enormous ego, he thought he knew more about
everything than anybody else, and he was very bright. He had.ali.
the right ideas, I think, except that he wasligziég into
something like, you khow, the change in the stores, making them
full line, and nobody could tell him he was wrong, what would

‘ Wit | Dlrek Profues
happen. And he surrounded himself~~he made Bill Fine the

president, and Bill Fine never should have gotten that high. I

mean he never should have gotten that high. And he had Ron
Curley who was the group vice president who was my boés, and Ron
Curley‘never should have gotten that high. So we had guys that

were extremely grateful for having been promoted as far as they
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were, and the last thing they were goinq to do is tell him he was
wrbng. And the crime of itvwas Walt would listen to you when you
told him he was wroné; I mean he wouldn't agree then but you'd
see if come out sometime later. You didn't run any personal risk
at all if you told him he‘ﬁas wfong. And the same way with Jack
Breen. Only Jack knows what's going on in the organization. If

I had to point out a 10 to 1 differencé between him and Spencer,{’S

s on . ,
Jack é;t:his fingers #m» almost everything. And that was Walt's

failure.  And that's what happened. And-the-whole-erganigatien,
JNCom oo TS ] . )
running things, and that's why,

-see Yyou had a lot'of
how many of them are left? You don't see them around. There
were good people everywhere, there were good guys trying to do

“«

the right thing. But the guys on top were incapable.

WG: So the reorganization, the things that were talked about to

the investment community in the seventies was smoke and mirrors?

BE: Yes. It was whatvthey thought, what they believed. I mean
you know, made all these plans. The plans never worked, never
got executed. They believed it.

;
/

WG: That 1977 supplement to the anhual repoft ﬁhich describe

these changes, actually it was the divisionalization which

created the job, you then took (it there)?

BE: Yes, that's right.
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WG: But in reading that document, there was a reference to
organization studies of the early seventies and senior management
taking a hard look at things going on.

_ i e wANTT
BE: Don't remember that. The guy who really put that/together

was Bruce Morrison.

Pat: Who put the reorganizing structure?

TdTT M TTwweaupe , M /SDLVWW

BE: ¥es. The;e_was_a—guy—naméd_Brnce_ManiSQn_ﬂhQ_Qame—in—~ -
WG: 1Is he still around?

BE: Well, yes, he is but he's not here. He's in Louisville. He
was research director of our advertising agency and I got to know
hiﬁ that way when I was running Mafketing Services. And then I
hired him to replace me in Marketing Services, and e then

nE¥asothe guy who was VP of planning died and Bruce took that
job.

Pat: There was a vice president of planning?
BE: Ted Barrett. Ted Barrett died and Bruce took that job. And
he was the guy that put all that together. I remember him saying
to Spencer, "You can do this once." And then Bruce got fired by

Breen. Bxuce -is—era2y. I mean Bruce is probably the most
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intelligent man I have ever known and he's actually a totally
entertaining person. He'é a damn near a genius. He's Ph.D. in
psychology. He taught psychology before he came into thié‘job
here, and;gzinews;anaa-hé's in business for himself and doing

marketing research with his wife. He got remarried.

Pat: But he's crazy.

BE: He's crazy, but he's a fun guy. I mean exciting,
entertaining guy. Very bright. He was the guy who put it
together, if you have a chance. I mean he'd love to tell you the
story, I'm sure.

Pat: Do you know how to reach him?

BE: Yes, I've got his phone number. Bill Babcock's another one

that can probably 22 HeLe .
Pat: Was Bill Babcock involved in . . .

BE: Bill Babcock was involved in the whole logo change. He's

4

the guy that . . .
Pat: The logo change, but not the restructure.

BE: No. I don't think so.
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WG

se

That was the logo change from the traditional thing to the .

T S
BE: Sea=thatl!s Spencer's concept was that there was not enough

growth in the paint industry, and we were going to become a
diversified company, which was the hot thing to do, and that.that
old trademark was too paint-specific and did not alibw A
sufficiently'tn=bo-a_broadér scope Q%kthe'company. And that's
when he went’ggvthe logo change and we hired a'company in-Bath

- called F..Eu@eﬁe Smith and Aésociates. And the leéd»guy on that
job was a guy named Bill Babcock, who then broke away from F.
Eugene Smith. »B&%—Bii1—wa§“tnE~gay—whe—évea%ua&%y—trieé<tc;take
Spencerls—as—a—designer . . . ’ '

END OF SIDE A, TAPE 2. BEGIN SIDE B, TAPE 2.

ke . -
. . a very good job. I still see Bill every once in a

. \_‘

BE:

while.

WG: But the reorganization in '77 was, YOu know, as you read it,

it sounds like the right thing to do.

BE: That was right. That was right, I think. Actually the
first one took place in '76. I think in '76. ©Len would be able
to tell you, Len Ward. I think prior to that, the whole Paint

Division was organized functionally: the Chemicals being
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separate and the Containers being separate, in:that}wé had a VP
of salés, a VP of operations, somebody in‘charge of R&D, somebody
in chargé of.distribution, etc. And’then I think it was in '76
they took the automotive refinish business and made that a
séparate division, and took the chemical coatings énd made that a
separate divisiéh, and left what I'd call the consumer business,
which wés the dealer business of the stores all functionélly
organized under Billy Davis. And so we still hégé Manufacturing
and Stores and other sales,'separate. It was not until '77 that
~ we broke up thabﬁi;;;t was called the Consumer Divisionsieithen we

broke=that-up into two divisions: Consumerf and Stores.
Pat: But in '76 they had split up.

BE: We had split away Automotive and Chemical Coatings. And the
remainder was called the Consumer Division, and then in '77 we
"broke that intofébnsumef Division, which was the Paint Supply
Divisianizgé Dealer Division and the Stores Division. But it
was definitely the right thing-to.do. I mean we definitely

stgﬁﬁﬁé—%e-qet—ﬁﬁe&$;=we-started to look at the stores

independently ahd started to say,v"What are we paying for paint?
How does it compare to the'marketplace?“ Quf/trénsfer pfice was
way out of line with what it should have been. It#s~alwa¥smin_
faet We were making decisions at stores that were based on a

different transfer price. We kmew-welre not running the stores

to make money. We reoriented our thinking to think of making
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ourselves a proflt unit. And that's probably the most 1mportant
restructurlng thlng that's fee&iy done 1n the history of the
company. And the other divisions benefitted, too, but not-being
sozt—oi—puiled‘tegether. The Automotive Refinish Division, which
‘has always been a gdod.division of the company, became rea;ly
good because instead of having guys that knew automotive paints

- and other paints, they could concentrate on only guys that knew

automotive paint.

WG: Well in that respect I mean Breen did not reorganize the

company. He kept the basic structure.
BE: Right.

WG: So it's a validation of it right there. But I guess the

company's problems were so acute by the time you did this . . .

BE: I think the reorganization still made long strides, but I'd
say some things were going in the right direction before Breen
came here, no question about it. But the major change Breen made
was to replace people with more'competent people. Not always.

We had a lot of guys that got hired that are not here any 1onger.
There's at least as many guys that were hired since Breen that

were*héfé“tnén”who"have ----- been -fired.

Pat: That's right.
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BE: Probably more.
Patﬁ Yes. That's true.

BE: A lot of false starts and bad guys. But the big thing was'Q79
control our working capital. We redu¢éd our inventories, we

' reduced our, receivables, and we extended our payables. We used
to be paying guys in seven days, suppliers, énd they loved us.

And we had these very cozy relationships with them. Breen came
in and all of a sudden ﬁe took these guys we were paying in seven
days and paid them in 60 days and they screamed and yelled and we -
said, "Where are you going to go?" And this is probably the
number one reason for the turnaround. And~eémmes-had”a*very7~yeu—
kpow, @bmmes with a financial background had a very strong
working capital orientation. 'And what Breen did, then, Breen
brought in a whble planning/ L%g!;éarted out, _ma;ggd a seminar
put on by a guy named Ram Charan who specializes in this kind of
thing. You may know him. And we all learned, we went through
the whole strategic planning and operafing planning process. So
we have the\fi#e-year strategic plan. Every spring you do it and
every fall you do your operating plan. Now wg've combined them.
1n the last couple of years. And what that f;rced us to do, it's
not so much that the flve -year. pro;ectlon has any tvalue), but- 1t
forced us to all of us think about the various elements that

impact on the profitability of our business. 1It's a disciplined

way of looking at what influences yéur business, and making your
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plans based upon the information. And we never did that.” We had :
a budget and thét was about‘it, and the budget was sort of what
everybody sort of sat around and thought we'd do; And that I'd
say that was a majot contribution of Breen. And the other thing
that Breenrmade—-a Qariety of things--but Breen got to know the
key péople’in the organization. And Breen knows what's going on
in the company. And-I'd.say that Breen knows very well the'top
150 people. And he talks to them and when he first came abcut ‘
he went @ﬁi, }tnessei—;om;u;i;;tion he'd go to somebody's
subordinate, which was a concern, but then you :ealize that's no
problem. He's not trying to find something out on you. I mean
it's just his way of picking up tnings. .And—so—what—yeﬁéhave—is-
g_management_now, aaéfwe gﬁsthrough our monthly operating review
meetings, and those started out to be incredibly grim. Golly,
I'11 never forget them! And now they're much-more routine, but
we'd go into, you know, "What did you do for the month? Why did
you do it? How did you do it? How did that compare to what you’
said you were going to do? ﬁé%gﬁefe the variances “thes&? What
are you going to do next—month’" And—se—yeu—kﬂew—the
continuous bs Tom Commes says, all the companies talk about
doing<4£; The big difference is we do it, and we continue to do
it. There's this continual ongoing microscoﬁic——well microscopic
isn't right because that's not true--but extensive review of
what's really happening inside and outéide, and therefore what

does it mean we should do. You know, I'd say that's the success

factor that Breen brought to the company.
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WG: Were the managers who turned over when he came in, the first

fires in Sherwin-Williams history?

~ BE: No, not the first, but it was very uncommon. It's certainly

v~ .

1 the kind of thingd that toek-place—pever happened before. And

I'1l say an interesting thing about that, a lot of people don't
know, but Jack took great care to try and‘see that those people
were handled well. A lot of people got six months to a year's
severance, énd outplacement service, and Jack would follow with
the outplacement people, and céll to people in other companies

and talk to them. It wasn't the kind of thing that he did

heartlessly. I-mean-he-made—themeve, ami it—wasnltJust—and

some cases I know very well, he delayed until he could find a

slot for the guy where—the~guy_was;éfk%kfxﬁﬁﬁﬁxﬂ+4ya—leaue. Jwek
great=-I1've seen people try to emulate Jéﬁfﬁgy—h%s

toughness)andvlﬁﬁe»séén==he can be terribly'tough}—}4muu¥4mmlly
teugh, without knowing when to back off. But -Jack always knew
when to stop, you know, when the guy had had enoﬁgh, and how to
then be considerate; And I've seen other people try to emulate
him in his toughness without the same sensitivity in the

relationship.

WG: In thinking about, again, the pre-1980 company, was how
Sherwin-Williams was‘managed different than the norms in the

industry generally?'
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BE: I don't know. Well;—F'‘d——say first—of—all—T-don*t—know,
except that generally the induStry tended to be a Qery
‘conserVative, old guard business, and most of the industry did
not opefate with stores. I mean the companies you can think of
like Benjamin Moore, which is very strong in the Northeast, was a
family—held company that established relationships with
independent dealers and essentially did the same thing for 40
Years, ygu%kﬁowT—se=that:¥eg=glready—kQeWawhat—the—other—gﬁy—was~
~dodng. There are a lot of companies like that. The industry is
a very fragmented industry. I was talking to you about somewhere
between 1000 and 1500 paint manufacturers. It doesn't take much
oz o 1BV RY sl
capltal to get im#e-it. You don't need a qheaﬁs&£¥r~you can get
your formulas from raw material suppllers. You can buy used
equipment and set up a shop. You can make paint that saséséaféP
dealers in your specific area. One of the things that's
characteristic of paint formulation is people seem.to——

contractors primarily--seem to like different characteristics in’

paint throughewt, in different parts of the United States. In

- F
E R

one area an off-white of a certain tone is hot, and in another/an
ofE=tene—of anotherfaﬂlte color is hot. The whole countfy has

gone latex except up until a few years ago when I was involved--
New York City was still aaheavy«dnfy—whatﬂweaeal% an alkyd flat-- i
_they—caTl'ﬁg;t an ice-eream—flat; -whieh-was -an. alkyd~based oii
based paint with a_stippte—effect to it- that the. contracters

*eved. The-enlty—place in-the-United-States-that you-did-that.-

, ~ -
Sc there would be/guyﬁ over in Brooklyn grinding out one color of
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<§Eé§~in-depreciated equipment—aheze(thé guy's wife was the
accountant and he was the salesman and the-raw—materials supplier
cgmeﬁéa=éﬁé-he had a couple of guys in the back room mixing it
up. How. can you compete ﬁith him? He could do a more effective

job. So a lot of the industry was this fragmented . . .
~WG: Yes. You almost have to go geogtaphicalAmarket by market.

BE: Right. And then the strongest companies now are regional
cémpanies. I don't know who it is in Boston. I have a couple of
friends who are VP of marketing at two Boston companies. One of

them's called California Paints.
WG: Sure. That's about two blocks from my house.

BE: And the other one is Cabot's, which is a wonderful old

company.
Pat: We've trained more executives of . . .

BE: The VP of marketing-of those two companies both worked for
me at one time. Cabot Stains, that's a qual{ty product. I don't
know if you've ever seen Cabot Stains, but it's the product that
people like on Cape Cod. So the industry is loaded with these
kind of companies that specialize genéma&%y, I mean therefs a

million companies making:;l've been {in lofts?¥ in New York City
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where a guy's cranking out/white baking enamel, yew=lsow, that he
sells to people who put it on fixtures, like lighting fixtures.
Just crank:it out. TIt's such a diversified industry in that

sense. Very few companies make everything.

WG: Is advertising one place where you do get a national . . .

BE: Itis—abQu;;;Qg_gglypéiaeeewe—ha¥e-yes, %g've got a national
22 |'MAhAa - ‘through advertising, and we're about the only paint
company, I guess PPG advertises nationally, and Glidden does some
advertising nationally. The only national édvertisers, Glidden

and PPG. Benjamin Moore does some, too.
Pat: Yes, I was going to say Benny Moore does.

BE: Theirs might be spot, though. We see’it, it might be spot

because they're not equally strong throughout the United States.’

WG: In the industry, is the big money to be made with external

coatings, rather than . . .

. BE: The big money is made more on specialtyvﬁroduéts like

automotive refinish products. .That's-where the better market--

. you=find-dnternationally all- the, if you look at the ranking of

paint companies by volume worldwide, we're the only major company

that’s not a chemical company. And a lot of the money is made on
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‘the raw materials that go into paint. And a lot of our
competitors-we think look to make their money on the raw
materials, not on the product. Becaﬁse the other big companies

in the world, other than PPG, are all European. Some Japanese.

WG: Yes. 'Well it's a whole big subject we need to talk about.

We're kind of running out of time here.

BE: Yes, you've got Tom Micklich at 3:00. I've got to see him
at 2:00--I've got to see him today. So I'll see him at 2:30.

I'm back in Friday. When are you here?

WG: We'll work something out. Because I'd like to pursue‘this,

We didn't even talk about International, which is . . .
BE: Yes, which has never been a big part of our company.

WG: No but its, you know, an aspect of it. And also i'd’like>to
talk in a little bit more‘dgtail about the eighties. And I'm
sure when I go back through the transcript I'ii probably want to
talk about the fifties and sixties. This has been really great.

, . : /
BE: I don't know howygood it's been, but you're going to talk to
ba lot of good people. Len Ward will give you a lot. Who else

have they got?
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WG: Jack Wéllace.

BE: Micklich I think is probably the best source of what

happened to all this financial.pRTW¥

WG: Yes. 8Still something of a mystery to me is why it happened

when it happened.

BE: Ask Tom. And Tom was here in one capacity or another during

that period. He's a very bright guy. So.
Pat: And Art Maine was in Chicago before that?

BE: Art Maine is the guy that Jack worked with most on the

change in personnel.

‘Pat: Where'd he come frdm?

BE: He was in thg Chicago personnel department.
Pat: That's what I thought.

BE: And Art's here in the area, as you know. Are you going to
see him?
WG: Yes, he's on our list.
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END OF INTERVIEW.
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