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TM: I started at the company in 1969 as a sales tax accountant
right out of school, so I worked in the tax department and I went
to law school at night. And through my career, I guéss I worked
my way through the tax departmenﬁ to eventually be the corporate
director of taxes and éssistant secretary to the company; Then
from there I moved to corporate secretary and assistant
comptroller and when Jack came in, that's the position that I was
in. Then I was made treasurer in 1979 and then my current

position, chief financial officer in 1986.
WG: What year did you start?

TM: '69.

WG: So you were here about a decade before under the Spencer

regime. From your point of view, what was the big story of the

70's? What happened?

T™: Well, let me just digress for a minute and I'll tell you how
I felt coming to Sherwipewilliams. When I came to work here in
1969, Pat, I knownthls as well as anyone, it seemed like a
company that once you went to work for it, yBu were always going
to work there. It was, I guess, the example of how may be
American industry used to be or a lot of the companies used to

be, where once you went to work there, you ended up, even myself
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who came in 1969, I never really thought I was going to work
anywhere else. I was going to be here and that was it, and it
was a company that had always been very successful and aypremier

name in its industry in 1969.
WG: Are you a native Clevelander?

TM: Yes, native Clevelahder. Everyone remembers the Cover, the

Earth /uncleér/ and was on the shoreway, so especially for here

it was noted as that. And I think just throughout the company,

all the people or most of thé people you've met had beeﬁ here

years and years and years. Then you just felt that that's how it

was going to be. And then I think what started to happen in the
70's is the big story, what really happened is that prices, raw
material prices, started to rise and withoﬁt a corresponding
increase in paint prices and we, I was here, we continued to
operate the company as we had in the past, not skimming down the.
costs of runnihg the company plus trying to continue under the
old policy that the Sherwin-Williams name alone would sell the
paint. So that we could open stores and increase prices and
sﬁili be successful. So I think we kind of missed the fact that
the market was going to become much more competitive and things
had to change. And during that time, the th;ng that we started
to do as our profits started tb go down, thé cash flow started to
turn negative, yet we continued to make fairly significant, and

may be somewhat now_looking back, misdirected investments and
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changing the logo, probably one of the most logos around if I
' recall the numbers it was between $5 or $10 million or may be

even more that we spent to do that at a time when ...

WG: Just to get the new logo and the new stationery and

everything.

~
\

TM:F So the company fell into the classic trap that its earnings
were not performing up to expectations so in order to maintain
its stock price, it had to continue paying dividends. It didn't

go into a cost—cutting,mdde because it still had the
paternalistic attitude and it didn't really take a hard look at
its costs and then it really didn't take a hard look at managing
its wofking capital. 'Sso in essence, we were borrowing money to
pay dividends and increasing the leverage rapidly'in a time when
the marketiwas becoming more competitive. That led to the
significant problems of the late 70's that, in essence, probably

almost led to the sale of the company .

- WG: Let's go back to the beginning. You said that kind of the
first thing that went wrong was that raw material prices started

to rise. Why was that?

TM: It was at the time when we started getting the first oil
crisis. That was part'of it. There was tendency when I think

the chemical industry had started going into some bit of
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consolidation and there wasn't as much investment, so when
business started to get_businesé, there was probably some lack of
capacity for some of the materials we needed, but a lot of it was

the first scent of the cil crisis coming in.

WG: So your paint raw mate:ials are dependent somewhat on ...
TM: They are dependent somewhat, not as much any more. But that
was a factor. And there were a lot of other factors that were
happening at that time. You know, theré‘was just the general
inflationary spiral itself.

WG: But you couldn't recover it in your prices?

TM: We could not recover it in our prices.

WG: That's just because competition wouldn't allow you to do it?
TM: Because of the competition, exactly. But if you look at the
trend line in the 70's of raw material prices to the final.price
of prepared paint, you'll see that they all diverge quite a bit.
WG: And you said that the company didn't face up to this, that
it was kind of slow to see this. Was it slow to see it happening

and didn't want to see it happening? Was it incapable of doing

something about it even if it saw it?
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TM: I think part of the reason is the way I view the way the
management was structured,rsometimes people just have a different
view of how things go, and I think that the way that the company
reélly ran then was more top-down rather than bottomssup. And I
think over a long period of time, while there was a lot of good
people, which is obvious because there are still a lot of those
people still with us now that we're successful, they were really
not, their input was not solicited or wasn't really taken, I
don't think, and it_was more that a lot of people got into a
mindset that they just really sat around and waited for the next
directive to come down as to what we were going to do, because
there was a lack of incentive to have initiative with the way the
éompany was managed. Peop1e>were more implementers rather than
the people who were really drive the business, which is really
what you have to have and which I think was really one of the big

changes that started to be made in 1979.

- WG: To what extent were the management systems and policies a
probiem in the 70's? I mean; was top management getting
information that it could have acted oﬁ or was it ...

TM: They were getting it, but it was not t%mely enough. I think
that the things we did, an example that I CQn remember is one of
the things that the way the end of the year closing used to go is
the company would not even close its books for January. It would

close January and February together because éveryone was busy
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closing the end of the year. So that's the type of things that
went on énd,people didn't focus on that. They didn't think'about
getting in and speeding up the systems, it was kind of like
"Wéll, this is January, and we're slow anyway" and so they
usually closed January and February together. So that's the type
of thing that went on. And then the flow of information was just
slower. It was a lot longer after the end of a month that you
ever got into detail and theh you really didn't have as much
detail as we have now. And one of the things that I think that
Tom Commes put in and got as a goal right away for peop;é coming
in was a pretty standardized management information system, where
we have in one book all the infotﬁation and key variébles that we
need and then each year move back the dates of closing so that
the information is very timely. So right now, the sixth workday
of every month, the information is there and available to A
everybody. And the end of year we closed, even the banks are
usually the closest people to close, and we're done before they
are. We used to have wait until, 1'd say, the end of February by
the time everything was finalized for the end of the previous
year in the early 70's and of course the late 70's. Now by
January 24th the auditors are done‘and we're done and
everything's ready to go. Actually, it's by the 15th of January
we have ourlinformation and the auditors just need time to

complete their stuff.
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WG: But was management tracking the right information in those
days? You said it took a while for them to get it, but if they
had gotten it in a more timely manner, would that have made a

difference?

TM: May be not. That's a good question.. I think part of the
other thing is that they were not réally focﬁsed on the right
things. One of the big things I can remember specifically,.
because being the corporaﬁe secretary and sitting in some of the
board meetings is the last time we borrowed a lot of money in the
mid-70's, the investment banker sat there and said, they didn't.
~ want to say it too firﬁly because of the relationship, but in
essence they told the board that there was like $50 million in
cash to be taken out of this company. What they were talking
about is managing the inventories and the receivables and the
payoffs. And you sit thefe and kind of nod your head and say,
well you don;t_really believe it; beqause these guys should know
what they're doing. But the first thing that happened in 1979
was we generated $100 million dollars in cash out of the company
and that was not by doing any rocket science stuff. It was 5ust
pretty basic management. |

;
/

WG: Was the board at all actively involved in management in the

70's?
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TM: Not,untii‘the later 70's, when the problems really started
to manifestlthemselves into serious problems, you know, the fact
that we had'ccme‘up to over 50% debt to equity so you didn't\have
the borrowing capacity; our debt ratings were getting
downgraded. Then it was almost into somewhat of a crisis’mode
and that's.when the friction started on the board between the new

chairman and the board, Walter Spencer.

WG: Were there particular board members that were his

antagonists?

TM:- I don't think anybody was an antagonist. They just started
asking hard questions, and while I think that Walt Spencer was
really a smart guy, he didn;t really like to be, in my
perception, he didn't like to be questioned by the board. ’So it
wasn't.a question and an answer, it was a question and a lecture
~ about why the'question was no good. And everybody on the board
always éays that if you're on the board you have an ego because
you're fairly succeséful, so that ends up causing more and more

friction..

WG: Was the composition of the board in those days, was it not

somewhat controlled by managément?

TM: It was, but I think that one of the reasons that you did

have some fairly strong board members, and one of the ones who

0007 SWP-0060008




~was kind of a leader was Allen Holmes. And to a certain extent,
yes, you controlled the board; but they have their fiduciary
obligations and once things start going the wfon§ way, the roles
change even though the management picks it eventually, the board
has to do something. But I think that as time went on and things
got worse that answers to questions weren't given and the other
major thing that I think really caused the bigger problems were
surprises because of the lack of the flow of information. You'd
go to a board meeting and éay something and the next boérd
meeting you'd have to go back and say "Well, we missed it by a
lot". It's not so much that I think we all can deal with stuff
if you say today "We're going to have this big léss and here's
why" énd then when you come back in three months and say "Well,
we had that big loss plus a lot more that we didn't know about",

that just starts raising all kinds of gquestions.

WG: Was that your impression, that management simply did not
know that these surprises were coming, or was it a kind of hope

that they could control it before ...?

'TM: I think a lot of it was that at the time they didn't have
the information flow, and again, I think part of it because it

was top-down. They also didn't get probably the input from the

right people.
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WG: One of the observations about businesses and corporations in
the 80's is that they got much more conscious about managing for
shareholder value. I gather Sherwin-wWilliams was not that way in

the 70's, or was it?

TM: I guess it wasn't a hot topic and I think everyone realized
that we had to make additional profits in order to keep the stock
price at that level, but there wasn't a conscious ... I guess by
saying paternalistic, there was probabiy, there was stockholder
interest, but there was also probably an equal weight put on
employee loyalty and that type of thing which is nice, but when
things change, you can't afford it because you really owevalmost

all of the duty to the stockholders.

WG: So the'company was not managed particularly for profit or

for ...

™: I meén, it was but, I guess it's hard to say, but as an
example, where somebody wasn't doing a good job but had been
around for a while, the right thing to do, even though it's hard
is to say "Well, you no longer have a job". But what the company
" really would say is "Well, you no longer haye that job, but you-
can do this", and while may be there was something to do, it was
a job that was just out of a seﬁse of duty or loyalty to the

person and the Sherwin-Williams family, he was still there, but
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then again, somebody else was put in to do the job he was doing,

so the cost structure was too high.

WG: Did the company have profitably measure that were different
then than they are now? Do you worry more about return on equity

now?

TM: We worry much more about return on equity and cash flow than
we did then. That's one of the things that would have led them

to cut the dividend much sooner than they did.

WG: What did management worry about more then? Did it look at

other_indicatofS?
TM: Basically they wanted earnings per share and they‘didn't

look at the cash flow. And like I said, the balance sheet got

way over leveraged.

WG: How did that happen? I guess historically this company héd

an aversion'to debt. It was not ...

TM: I think the first money that it borrowed was in the 60's.

They never borrowed any money through the Depression.

WG: What caused the change?

11
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>TM: Because of the way we weré running the business, in essence,
with too much inventory and then the profitability level was
conming down and making investments that were not paying off in
terms of capital expenditures. I ﬁean, if YOu could continue to
raise prices to cover those mistakes, then you didn't have to

worry about your balance.

WG: That was the real problem then. That loss control and
_pricing, you can't talk about the control of pricing in a legal

sense, but in an economic sense ...

TM: In an economic sense, when it lost its ability to just in
essence raise prices based on the brand name, then your mistakes

catch up with you very quickly on the cash flow side.

WG: Well tell me about how that began to change with new

management.

TM: When Jack came in, I think one of the first things that he
made perfectly clear that he didn't expect to run the company
from the top. It was a bottoms-up approach. And he expected if-
you were in the job, you had accountability and responsibility~
for what you were doing. I think that's the first thing he made
sure everybody knew. But on the othef side, what they did from
the financial side to stem the cash flow is they implemented what

we call our corporate charge. Because the division used to run
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with inventory. If they had too much inventory, it didn't hurt
their profit or profit goals. ‘Now they're charged so much every
mohth by the corporation for their inventory, receivables, and
fixed éssets. So that focuses them on‘carrying that inventory.
That was a plus. It was a lot of basic management philosophy.
But what he really said was that "This is your job and your
responsibility" and he did that through implementing the
strategic planning process that I think helped everybody focus on
what they were to do, what the business was about, what the
competitors’wefe about. And that was an important part of the
early, I would say early learning curve, for the. people who ﬁad

been with Sherwin-Williams as the strategic planning process.
WG: Before that, the company, it must have taken ...

TM:. Yes, but we had~budgets.' But that-was really just putting
together numbers. This was really a process that focused on
there you had to sit down and explain in writing, what is your
business? What do you do? Who are your competitors? Where are
you going to take this business? And how are you going to get
there? And what are you going to do if some of the things you're

planning on don't happen? So, I mean, it was very focused.

WG: So it was much more rigorous than ...

13
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TM: At the beginning it was, because we went through two cycles
of these. We went thfough a 5-year plan in the spring and then
in the fall came back again and changed that 5-~year plan to a 1-
year operating budget. And those meetings took a long, long time
because people were new at it and there was a lot of, what Jack
was and Tom was and others, was the devil's advocate to these
plans. And we as the corporate staff were the ones that said
WOK, everyone you put together your plans" and there was a sense
of resource allocation and that's the function of the corporate

staff.

WG: How would you characterize them in the early days of those
plans,‘thé corporate leadership? You said it was devil's
advocate. Was it Socratic and encouraging or was it tough and

"It had be better next time"?

TM: It was both. It was one that when you went in there, he
wanted.you to know that this was serious business. He was tough 
but yet you could always see by the end of the meetings that he
took somebody down becauselthey weren't where he wanted them to
be or weren't prepared or weren't what he thought was on the
right direction or was questioning by the end of the meeting, he
had brought him back up. So I don't think anybody ever left a
meeting feeling thatvthey were tried, I mean they went through a
lot, but it was all ih good sense. I think in the end everybody

recognized what was happening. It was just a sense of they were
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trying to get to the conviction and what was really behind it and
making sure that people who are responsible.for running the
business were thinking of all the things that could happen and

had really planned up.

WG: Was it also kind of an assessment device to take a look at

the existing management?

lTM: Yes, that was another way. Because in essence, there were a
lot of people in the room at that time. I mean we just had
standing room only, and one of the thihgs that he did that I
thought was interesting is just to make sure that everybbdy
participated. Everybody in the room had to read the plans. Of
course you had to read the plans before you wént ih‘there, but.he
wanted to submit 3 questions that you had on each of the plans
prior to the meeting. So it was a way for him to see what other
people saw in the plans. It was both, it was assessment of the
business, it was assessmeht of the people, of‘the plans. That's

how I believe that he ended up doing all of this.
' WG: This was pretty much a radical departure?

TM: Absolutely.

WG: Before it had just been annual meetings to talk about annual

budgets?

15
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TM: Annual budgets, that was it. And then the other thing that
was implemented after that was the monthly meetings to go over
what happened. In other wbrds, before we'd have a budget and if
we didn't meet budget, peﬁple wouldn'ﬁ question it as much as I
think théy should. What he then created after this was a forum
in this monthly meeting to bring out what was happening, what the
proﬁlems are, and what's going to happen for the rest of the
year. And the thing being, that we don't want any surprises
which was a big problem for the company. So let's get the
problems out on the table as they come up so that collectively,
people can work and not wait until the end of the year to say
"Well, this is a problem or that's a problem". He addressed the
issues. And as we went along in that process, at first it
started focﬁsing pretty much on what happened in the month and
only a little bit on the future, and then as.it got better and_we
progressed, now we spent very little time on what happened in the
month and much more time on what the trends are and what's going
to happen so that we can keep our eye on what's going and

implement some of these contingency plans if we're not going the

way we think.

WG: Do you have a sense that the systems that were installed
here were kind of, had they been operating at Gould? I mean, was

he trying a familiar formula or was he doing something that was

new for him too?
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TM: I believe it was based on what had been done at Gould, but »
it wasn't just put this in because he wasvfamiliar with it. He
took the best of what he knew fhere but then implemented into the
company with other ideas and bringing Tom Commes in, who had been
at Saks Fifth Avenue, which is a retailer and he had been at

- Grant's and then through troubled times at Grant's, he put a lot

of his own touches on how the system ultimately developed.

WG: You and Bill were among the few prior Sherwin-Williams
people that are still here. Was there a sense among people that

the company was being taken over from the outside?

TM: Oh yes. I cah tell you honestly, in the early days, it was
not very comfortable. Anq if-you.£hink back, it's hard to take a
step back. But based on how the company was performing, he
probably could have come in and just said "Well, I don't even
want to bother with any of you guys, I'll get rid of everybody".
But what he really did, after a while you could_see what he was:
doing, he took a rifle approach instead of a shotgun. And in
essence, while Bill and I are prébably the ones that you see,
there are a very good mix of people throughout the company,

people that'werevhere and people that were brought in.

WG: It appears that the management team is a lot younger than
the old management team. That's one of the things that he did

too, was to bring in not only outsiders but younger people.

17

| 0007-SWP-0060017




TM: He ﬁaékﬁ:aw‘ay I think one of the things that was kind of
based on an older managed company, is that one of the
requirements for a job was age and that the younger you were, you
weren‘t ready for a joh no matter what. Now it doesn't really
matter. I mean, if you perform and you're there, your age is not

really all that significant.

WG: The management systems, the changes in management personnel,
the focusing on working capital as a variable to manage,
obviously are key changes that he made. Are there others in kind

of that league that account for what's happened since?

TM: I think that that's an example. It's more like, all through
this planning process and the monthly meetings and focusing on
all the key operating ratios in each division. Those are just
some of them. The other goal being a look at return on equity,
vreturn on sales, the cash flow. There are 5 or 6 key items that
~we look at now every month that were something that just happenea
’in thé past before he came. Like I said, this is not anything
that was new or different in the sense of business. It just
brought some business discipline to a company that may, because

of its past success, may have lost some of its focus.

WG: I forget the year that you became chief financial officer.

TM: '86.

18
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WG: '86 © Prior tO that s e
T™™: I was the treasurer.

WG: You were the treasurer. How did your functions change?
Obviously you were tracking new data and also probably

coordinating with the planners?

'TM:_ Well, that's the other factor that we had for the cash flow,
was working on one of the major things that vaas had to do then
was to make sure that all the cash that we had out in these
stores, etc. was marshalled in a timely fashion. One of the big
changes that we made to generate all this cash in the first year
was how we got cash outjof the stores. A lot of the times, the
cash would really be laying in local bank accounts in the stores
and we sped that up to where we draft now electronically every
day from those stores to get the utilization of that cash. I
think fhat was one of the key focuses that I had, was all of the
different various cash ménagement techniques, taking the checks
out of stores. We used to have'checks in stores. And that type
" of thing, just getting control over the whole cash flow of the
company was one of the key.things that I had to do at that point
in time. And then at the same time, start the slow procéss of

reducing our deadlines.

WG: Were you spending a lot of time talking to lenders and ...
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TM: Talking to lenders and talking to banks and that was the
biggest ... Plus, even in '79 we had to talk the banks and the
lenders because we were under suspicion because of the surprises
that had happened in '78 ahd ?59, so we wanted to have availéble
sources of capital, so we had to keep that dialogue going
although the way it worked out because of how successful it was
in gettihg the cash out of the company. We never really needed
it, but we spent a lot of time trying to make sure that we had

- that financial flexibility if we needed it.

WG: The lenders were initially suspicious because of the ...

TM: They were suspicious well into the early 80's, because when

you surprise them a lot and don't deliver what you say, it takes

a long time to get over that. We spend a lot of time with
working with the ratings agéncies to try to get our debt ratings
back up to where they should be, and that was a slow, painful
process. And all because of the fact that we had gone in there

before and not delivered and did what we said we would do.

WG: When you think back to that time, was there a moment that

you recognize that you thought the company had turned the corner

and was going to make. it?

TM: I would say that it.was probably when we got through 1979

and what we did with the cash. Then you knew you were going to

20
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‘make it. Thelonly-issue, I forget the déte, we finally got it
out, but the‘othef major thing that Jack did is that the time, I
don't remember when he announged‘it, it was before Jack came, but
Gﬁlf and Western blew 13-1/2%‘of their stock. And even as we
wefe getting better, that was a concern. But one of the major,

major things that Jack was able to do was buy that stock back.
WG: I'm going to ask him how that happened.

TM: My view as an outsider and jgst hearing what happened is
that basically, Jack's a very perscnable guy, and he took the
bull by the horns and instead of ignoring him, went in and talked
ﬁith him, and I think they just liked each other. And Jack
continually,léhen he went to see him made his points about how he
could not run this company with that stock hanging oVer_his head.
And I really think it's just the way that he, I don't know if you
want to say handled or treated or however it ended up, how he got
to have a relationship with the guy that allowed him to buy back'
that stock. Because he was strictly, Bluhdorn was a hard guy and
most people ignored him and fought ﬁim and I think Jack fought
him, but fought him with respeét. He respected the guy. And

they ended up liking each other.

WG: And I assume Bluhdorn came out of it a winner.

21
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TM: ©Oh yes. You still hear about the fact that every time that
Jack saw him, that after that he'd complain about how Jack took

advantage of him. And that he made a lot of money and all that.
WG: Well that's quite a feather in Jack's hat.

TM: Oh yes, absolutely. And that's one I hadn't really thought
ébout, but that's really another major factor in keeping the
company mbving. Because it was going to be hard to attract
people with that block of stock sitting there, espécially with a
guy of his reputation taking over. But, he was following one of
his classic maneuvers, a company in trouble, older managemenﬁ,
almost like caretaker management, Bill Fine having been around
but being in his 60's, was the classic company for him to come in

and take advantage of it.

When did he acquire this position, do you know?

™

I think he started in probably late '77 and kept going up
into '78. And I think he already had the 13-1/2% by the time

Jack got here.

WG: He didn't put preSsuré to get on board and get a seat.on the

board?
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T™M: No, he never went that far. And I think that, in my own B
view, what he saw was a cdmpany that there was a lot of
opportunity for and he was going to let it go so much further and
then take the whole thing. In essence, what he paid for that
stock in 1978 while the company went through this thing, you
could have bought the wbole company for $100 million dollars.

Its market cap today is $1.5 billion dollars.
PAT: 19787

TM: Yes, we had 5 million shares outstanding and we were selling

down under $20.

'WG: The real threat to sell the company would have been either

through Bluhdorn or to Bluhdorn.

TM: No, that was actually when the trouble started with Spencer
and Fine taking over. There was an active effort on the part of
~the board to sell the company. And-there were local Cleveland

companies that came in and actually made bids.
PAT: What year was this?
T™: 1978.

PAT: Oh yeah, Diamond Shamrock.
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TM: Yes,‘and White Consolidated. And I can honestly, being
secfetary and sitting in these méetings, I was fairly young at
this time and hearing all‘this stﬁff going on, I just kind of
wanted to keep.my head down and not get hit by all of the arrows.
I didn't want to get téken out at an early age; But we actually
wenﬁ through, we had people come in, they scrubbed down the
company‘and in hindsight, when you look back, is they all missed
the true strength of the company, and that's the stores. And
everyone came in felt that the stores were a big liability. And
I think that was probably one of the big things that Jack
‘recognized early and I think he'll tell you when you talk to him,
a lot of people when he came in, the first thing you've got to do
is get rid of these stores. And after looking at it, he finaliy
ended up understanding and knowing that that was the biggest

strength the company had.

WG£ That would have actually taken quite a bit of insight
because the story we heard is that the stores were losing'like

$40 million dollars a year or something like that.

TM: - Right, and it took time and took the understanding of why
they were losing $40 million dollars a year, because ybu had a
paint manufacturing division that was makihg 40% return on
assets. So it was just in the wrong place. That's still an
issue today that we go through. That was really a major issue,

that all this paint was going out, so yes, you could close the
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stores, but what happens to all these factories that are pulling_
in money because they're selling to this captive customer. That

was what he ended up figuring out.

WG: The sales that are potential sales to White Consolidated and
Diamond Shamrock didn't go through because the bid was too low,

or ...?

TM: The way I take it, sitting here, and it's been a long time
now, is that it would have been sold to Diamond Shamrock but they
offered a preferred stock and they would not make it a
convertible. The board wanted the ability for our shareholders
to share in any success that they would have by having this
preferred stock convertible into their common, and Diambnd
Shamrock didn't want to do that.

WG: But essentially the price was right?

TM: They would have accepted the price.

WG: And with White Consolidated it never got that far?

TM: It never got that far, because their pfice never got up to

what we had as valuation, it never got up there.
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“WG: Do you know where Bluhdorn stood on the question of selling
to Diamond Shamrock? Whether he would have been happy with that

deal or was he weighing in?

TM: I think that was before we even knew that he had the stock,

but he never said anything.

WG: And the outside shareholders putting pressure on the board

to do one thing or another.

TM: The only thing that was putting pressure on the board was
the fact that the stockholders were starting to panic and what
the. directors saw was an opportuni?y to sell the company in a
controlled ﬁanner. What they were concerned about was when you
cut the dividend enough to keep going, one was just the survival.
Because if we had borrowed all the money, we had borrowed over
$100 million dollars short-term in 1978. If you remember, 1979
was when we had hyperinflation and the prime rate went to 20. If
we héd borrowed that kind of money, had to borrow that kind of
money in 1979, we prqbably would have been, I mean, Bluhdorn was
there, so hé probably would have taken it and taken all the money
out, but otherwise we knew that /unclear/ to  handle that cost. I
mean, if you look back on it, and I guess when you're close to
it, you don't think about it. Bﬁt we were very closé to being

acquired or going bankrupt. I guess the company had such a good
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name that would have never happened, but if we had kept on going,

we would be a part of another company.

WG: As I understand it, Spencer left the company sometime before

a new successor was hamed. So you just read the tea leaves?

TM: Well, in essence, I think if you go back, a lot of this gets
cloudy and you don't know all the inner workings, you just hear
some of the diséussions, but he made a suggestion that didn't
make any sense to anyone. He was the chairqan and chief
executive officer and Bill Fine was the president and chief
operating officer and he made a suggestion that Fine become the
chairman and he'd be the president again. I think that was such
a confusing suggestion that everybody said "This is out of

control”. And then they made the change.
WG: Would Allen Holmes have been the key board figure?

TM: Yes. He was the key gdy to get at Jack because he knew

Jack.
WG: Yes, I've heard that.

PAT: He knew Jack before?
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T™: Yes; He knew Jéck at Cleveland. In fact, before Jack left .
for, you know, when Gould took over Clevite, before he left to
take the job with Gould in'Chicago, Allen tried to connect him
with a couple of companies here in Cleveland. So Allen Holmes

knew Jack from the Clevite situation.

WG: Were there other board members who were strongly

identifiable, either pro or con this action?

TM: 1I'd say most of the outside, other than Pat Parker, I think
Pat Parker was the one that was probably the most "con." Because
he thought that it was the wrong time and the company was, I
think he saw some of the benefits that could have come out of the
company. But most of the other directors lined up behind Allen
Holmes. There was no other, I don't think. He was the major

personality that was behind that.

WG: Allen Holmes knew Jack Breen from a prior relationship. Was

there a search also for alternatives?

TM: Yes. I wasn't involved in that, but there was a search for
one that was routine. And so I'm sure that there were othefs

that were considered, but I have no knowledge whatever.

WG: It comes back to you, it must have been a really traumatic

time to be here.

28

0007-SWP-0060028 .




-

TM: Yes, it was hard. Basically it was hard for a couple of
reésons. It was hard because we weren't doing well. Then it was
hard because you had a new guy comé in and you knew what could
happen and then it started to happen and people started being let
go and replaced and having come through the environment and
started at a company where you thought you were élways going to
worx for and you never really thought, that unless you really did.
something terrible, that you were going to be fired. You'd be
sitting there from one day to the next wondering if you were
next. It was hard. But I think most people didn't let that
paralyze them totally which could happen. I think we all had our
jobs and we all commiseratéd about it after hours. You know,
~there's a lot of time spent on it, talking about it and worrying

about it.

- WG: One of the picturés I have of the company in the 70's was
that it was underQinvested, The plant was fairly antiquated.

Part of that impression was reinforced when Conway Ivy showed me
a mechanical computing méchine that was used in one of the péinti,
factories to, I don‘t know, count the product as it was being‘
manufactured.‘ But, was that also a problem in the 70's? Was

there under-investment or antiquated investments?

™

(X

I think some of the plants were inefficient and we probably

had too many plants, but I mean basically other than a few, all

the plants we have now we had in the 70's.
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CWG: I gﬁess the point of my question is that I see the initial
‘actions really directed at the stores side of the business, and
of course that's where the bleeding taking place, so that's where
‘yoﬁ want to stop it. Was theré also systemétic attention to the

manufacturing side?

% TM: Right, because the other thing that we never did in the past
was, I guess because we were doing poorly, but we never did until
we were forced and took major write-offs, we never looked every
year at our asset base and looked at closing plants, which is
not, sometimes you don't close, I mean, if you go back, some of
the decisions we made not to close a plant were probably due to
the fact that we didn't want to take the cost when the plants
really should bé closed. So one of the_things that we were able
to do as we started to improve our products was to go through and

! consolidate capacity, get rid of the out-dated plants and shut

‘ them down and tfansfer that productibn somewhere else. Those
were all the things that added efficiency. But it was both doné‘

at the same time.

WG: We talked this morning with Conway Ivy, who was telling us
about the ... he_kind of periodized the Breen administration so
far into a kind of early period '79-'81, where it was really a
turn-around story. Theﬁ a period when the company was looking at -
diversification as a potential strategy. And then not very far |

down the road, there was a retreat back to focusing on the
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coatings business. Do you agree with that, and can you describe,

if you do, how that looks from a management perspective?

TM: I would agree with that. I cut off the years, but I wouid
say in the early years, it was a turn-around just to try to get
focused and understand the businesses that we were doing and get
control of what was going on. I think ffom that standpoint, then
we started toklook at "OK, now we've got it stabilized, how do we.
get it growing and what do we add to it?" I think we probably
théught at that time that in addition to the, you know, there was
a time when we thought about the paints and the specialty
chemicals and a third leg to diversify the operation and I guess
the one that came across the transom so to speak was Gray Drug.
That seemed like a perfect fit and added another dimension and
that was one that we thought we could be corporate doctors at.

It wasn't as easy as we thought to try to do it. But the other
thing that happened then was the decision was "Well, it doesn't
work, get rid of it“.A And we got rid of it and said "What we
really know is the paint business". And we'ré now focused back
in paint. I'd say the only difference in that, we always wanted
to continue to grow the paint business, but probably in the early
years there were things that we probably coulq have bought to
grow and wanted to, but we were concerned because it was early in
}the‘turn—around and the finaﬁcial resources weren't as great and
the risks were high. Now we look at almost everything that comes

~in. That's not saying that we're willing to pay any price but we
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have the ability to handle anything we really want to do if it
looks right for the company.
'WG: From a financial perspectiVe, was the drug business or the-

drugstore business totally different from paints and coatings?

TM: There was a whole different set of problems and a different
set of competitors and a different set of competitive ...
END OF SIDE A, TAPE 171

BEGINNING OF SIDE B, TAPE 171

... I'd say for us it was a profitable investment. We did better
than we would have had we not and just kept the cash invested
like we'd invest our corporate cash. But the big problem was
that it diverted a lot of management time that you can't really

put a price on.

WG: So was it the sense that that was a more complicated problem
to manage'that business. Was that kind of what led you back to
focusing on coatings or was it more the opportunities seemed to

be looking better than they had a couple of years earlier.

TM: No, I think it was always there. I think that helped us to

understand that we still had a lot of opportunities. And we had

no where the market share we wanted to have and I think it helped

us to recognize that we didn't need diversification and in fact
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di#ersificatibn could hurt and what we feally needed to do was
focus. And I think that's the right decision. I think you'll

see a lot of people doing this.

WG: There were really 3 legs to the stool in the diversification
days =-- you have the traditional business, the speciaity
chemicals and the drug. We talked a little bit about the drug

~earlier. Tell me about the specialty chemicals.

TM: That was a business where we had a lot of small specialty
chemical type businesses like saccharine. We made saccharine, we
made, I don't even remember a lot of them, barium, but in each
one were like a major manufacturer. And what it was thought of
at that time is that would have been a good business for us to

grow.

WG: One of the old manuals that I was looking at said Sherwin-

Williams was the only manufacturer of saccharine.
TM: Yes, we were the only domestic producer'of saccharine.

WG: Your key adjective. Just speaking as a, consumer, that would

have been a good business untillNutra—Sweet'came along.

TM: It was a good business until the scare came along about it

causing cancer in rats and then people started looking for
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substitutes and then Nutra-Sweet came out. It was a very good

business, very profitable.
WG: But there was some international competition with imports?

TM: There was but it wasn't a major problem. Because it was
coming at that point I think from Korea or something and ours was
much ... Theirs had problems with purity at times. That was just
an area of business that we thought we could do well in and in
fact, probably if you go back, we made acquisitions in the

specialty chemical areas that in hindsight have been a disaster.

PAT: Like what?

TM: When we bought the Forbes, New Jersey plant. And the
problem with it being a disaster is the environmental costs that
went with it. And we were just lucky that it was small enough
that our improvement, no one ever saw the fact that it was not a
very good acquisition. But it did help us at the time. If you
never make a mistake, that means you're not doing anything.
We've made a few, and it'sAhelped us now because we're very

. concerned about what we buy and the environmgntél side of it.

. WG: But essentially YOu had a bunch of three of four small

businesses where you had a big position in a small market.
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TM: We had flavors and fragrances, we were the largest producer

of grape flayoring.
PAT: Grape flavoring?

TM: Right, that kind of thing. At one point in time, I remember
there was a flavors and fragrances division, there was a textile

chemicals part of it. They were all very Small,
WG: And Jjust as a portfolio, it took too much ...

TM: In essence, we looked at iﬁ and at the time we were looking
at it as a place to grow. It was a very good business. And then
the cycle changed, and we saw the drops th;t come with it and the
capital that would have been needed to really get into some of
these other businesses, because it wasn't a cohesi§e business
that you could just say "OK, I want to add this and this and this
to it". It was more like a collection of little businesses, so
you never, you wouldn't get the focus like you did in the paint

business. So in the end, we recognized that.
WG: Was it sold off\piece meal?

TM: Yes, piece meal.
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PAT: Who invented the blue,;thé‘[thyrosimyne] blue and the

alkali blue and that stuff?

TM: Those are ﬁhe ones I don't even femember what we did with

that stuff.

WG: >Youf secretary said we only had an hour with you, so for the
remaining;five minutes ask you to think back on; you've been with
this company 21 years now, if you were to pick out 4 or 5 key
events of that time that we really have to notice in any kind of
narrative we write up, what would they be? Three of four of the
most impoftant‘things that happened in those 20 years to the

company.

TM: Well, I would say that if you want to start the
progression, there's Walt Spencer leaving. . The hiring of Jack.
The repurchase of the shares from Gulf and Western, and then just
the whole turn-around that Jack brought with him. The people he
brought blended with the people here to create a management team
.that has been successful. I mean, there's.a lot of the things
that we talked about underneath that, but those are like, I mean
if Walt hadn't left and the problems hadn't started, we probably

would never have ever seen Jack and the progression would never

have started.
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WG: What would yoﬁ say are the key challenges facing the company

right now? It's not a completed story. The turn-around is a

 completed story, perhaps, but what are the things that most

concern the\gompahy right now?

TM: Well, I think the thing that we have to do, or really want
to do, is we want to become the dominant paint company in the
U.S. Dominant in the sense of an Anheuser-Busch type model. The
thing that we have to do is continue to grow a market share. And
‘that's either through internal growth or through acquisition.

The key challenge to us is because of the fact that were a public
company and have shareholders, is to do that profitaﬁly within
the constraints of the market. And what I mean by that is that
while we aré always looking to the long-term in the things we do
to benefit to the long-term, we also recognize that the market
and analysts who follow our company are short-term oriented. So
within the constraints of continuing to build towards that, we
have to just continue to produce on a quarter-to;quarter basis,

consistent returns in a market that's very competitive.
WG: For a long time, my impression was that acquisitions were,
even though it's a fragmented industry, acquisitions were frowned

upon by anti-trust considerations.

TM: That goes with the administration. Being our size, there's

probably acquisitions that we made in the recent environment that .
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was somewhat easier that let us do it. And I think that may be-,
the circle is coming around. So one of the things that may be a
problem for us in the future is to make a significant acquisition
to some other markets we're all ready a major player. Not that
we want to be, but by the‘standards of the government if they

tighten down. They'd be too big of a player.

WG: You said that Anheuser-Busch was a model. It did it through

internal growth rather than position.

TM: Right, which we think could be what we'll have to do.
Really, we've had it made until recently with significant
acquisitions. And what we've done has been primarily through

internal growth.
WG: But internal growth is an expensive strategy. Well,
everything's expense strategy. But it's heavy on advertising and

brand differentiation.

™

e

Brand differentiation. Quality of service, and it's slower.

WG: Market by market?

ve

TM: Market by market. 1In one fell swoop you're buying Desoto;
you buy $175 million dollar in sales. It takes'a while to

increase your sales by $175 million dollars.
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WG: Is globai competition a factor in coatings?'

(X3

TM: Global competition is a factor to the extent that there are
major world players that have a presence in this market. -But we
don't think we're at any disadvantage because wefre not global.
We think if's more of a local market-driven type of business.
But I mean, one of the things that we do face is that a lot of
the companies that were bought up here have been bought by very

large European chemical companies who are much bigger than we are

in total.
WG: The trick will be to take advantage of your focus.

TM: Right, exactly. Aﬁd that's one of the reasons you don't see
us doing too much in markets outside of the country, because we
feel we still have a lot of opportunity here and we don't feel it
would do our shareholders any good to try a frontal assault on

well-entrenched, well-established, well-financed companies in

Europe.

WG: I have a guess that the combination of environmental laws
and building codes would make national markets pretty distinct
.anYway. You know; a formula that would work>in one country

wouldn't necessarily work in another.
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TM: Yes, that's true. Different areas. That's why we don't see
globalization as being the only factor ... The only factor you
can see in globalization is the extent that as you get bigger you
can spread some of your cqsts;' But if you can't ship it, then
you have to keeﬁ your manufacturing separately. I think you lose
some of that synergy. But’you can focus your R&D over a bigger
base if'you were global. There are some benefits to it, but we

don't think it's anything that would outweigh what we would have

to do to get into those other markets.

WG: OK, I think we've used up our hour. Last question, which is
‘is there anything we didn't talk about that we should have talked

" about?

TM: I think we've touched on almost everything that I would have
thought that you would have asked. Only it's Bill's fault. He
was the reason why were losing money. He was going to blame me,

so I get in the first shot.

WG: I said that was that the last question. I actually have
another one.  Can you think of key documents, I mean we'd like to
supplement the record with documents and recq;ds if we can. Can
you think of key documents that you've run across that might teli
the story of what happened in the 70's and what the changes in

the 80's were? Or may be for history's sake should be saved.
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that aren't all ready under your control or that somebody else

has ...
PAT: I don't have anything on modern times.
TM: No, I can't recall -anything.

PAT: Well, all of you, do you have hard copy on all those ...

What about all the strategic planning? ...

END OF TAPE
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