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Dnm'ng the summer of 1866, Henry A. Sherwin, a thrifiy young man, considered
three possibilities for places to invest his life savings and bis time and energy: a

bank, an established drug wholesaler, and a fledgling firm thas sold painss, varnishes,
and glass. Of the three opportunisias, Sherwin chose the least familiar and the
riskiess, becoming a partner in the paint and glass business.

From that decisian that summer, 125 years ago, has grown a giant corporation, the
Sherwin-Williams Company, the largest producer of painss, varnishes, and specialsy
coatings in the United State—Americas Paint Company.

This book commemorates the anniversary of the “founding” of Sherwin-Williams
and is offered as a gife o our employees and friends. Our book tells the story nos only
of the companyi growth and change bus also provides a reminder of things that

have not changed since Sherwins time: a determination to lead our industry, t0 supply
' coatings for all wses, 1o sell only prodsucss of superior qualisy, to operaze a saft, clean,
and friendly workplace, 1o observe the highess ethical standards in business conducs,

and :0 reward our investors.

Sherwin-Williamss success over & century and a quarter is testimorny ¢o our people.
We are whas we are because of the efforts of thousands of individuals, Unfortunasely,
only & tiny fraction of the people who have made this bistory can be included

in a small volume such as this. As we observe this major milestone, the Company is
grazeful 10 all of our employees for their loyalty, dedication, and ousssanding service.
1 know we can count on our people. [ am confidens that when the next anniversary
book is written, the names will have changed as our new leaders emerge, bus

1 am also sure that whas bas made she Company strong for its first one hundred and

swensy-five years will endure.
Congrasulations and God Bless You AlL

Joun G. Breex
Chairmen and Chicf Execusive Officer

-
-
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CHAPTER 1

Thc birth of a suceassful business is often the result of happensiance, a questian

of mixing the right ingredients at the right time. In the case of the Sherwin-Williams
Co., the key ingredicnts—chree entreprencurs and 2 market oppoctunicy—

came together in Cleveland in the summer of 1870, when Henry A Sherwin, Edward
P Williams, and Alanson T. Osborn gathered to establish 2 company to manufacture
and market paints and varnishes,

The dominant figuce in the new business was Sherwin, who served s
president. Born in Baltimore, Yermont, in 1842, he lef school az age 13 to work in
a general store. [n 1860, he moaved to Cleveland ac the invitation of an undic who had
opened a law practice there, Sherwin was 2 sober and industrious young man who
found employment in Cleveland as a clerk in Freeman & Kellogg Co., a drygoods
store, where he was noted for his ability to wrap hoop skirts into neat packages. After
two years at Freeman & Kellogg, where he had risen to the responsible position of
bookkeeper, he moved to a similar job with Geo. Sprague & Co., 3 wholesale grocery.
He became 2 partner at Sprague, but left soon after this appointment, apparencly
because he disliked merchandising liquor.

By 1866, the frugal lad had saved $2,000. (To place this number in
perspective, per capita income in the United Scaces that year was about $600; using this
figure 13 a point of comparison, Sherwin’s savings would be worth more than 50,000
in today’s currency.) Offered employment as a cashicr in a bank, as a partnerina
wholesale drug business, or as a pactner in 3 wholesale paine business, he chose the last,
buying a stake in Truman Dunham & Co., 2 prosperous firm thac sold painters’
pigmens, linseed oil, colors, brushes, glass, and other products for funishing and
decorating. Alchough it was “the least remuncrative” of these opportunitics, Sherwin
{ater recalled that Truman Dunham “was the one which in my youthful strength and
ambition gave promisc of 3 future greazer than the athers.® On the other hand, he
confessed that he “quite unexpectedly dropped into the paint business. I¢ scems to have
been one of those oppertunitics that come to men cacly in life, and [ am froe to say
that [ did noe realize what it would lead tw.”

As a partner of Truman Dunham, Sherwin displayed an approach
to busincss masked by discipline, hard work, and asteation to detail. He began by
establishing 1 thoraugh office system.

' Then, in order to learn all { could about the goods and at
the same time syscematize the care and arrangement of them,
[ frequently puc on old dothes and worked like 2 porter. [

opened packages and examined their contents, found out what
they were for and how used, compared coses, and evenings

1
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CHADPTER 1: T HE RuGHT Mix

studied all the books and catalogs [ could find which in any
way t:fend to these materials. While doing these things,

[ was triining out employees in system, good order, and
cleanliness everywhere about the establishment. { have always
believed a fine sense of order prevents mistakes, saves time,
pleases patrons, and is real sconomy o any business.

In 1869, the firm buile a factory in Cleveland to make linseed oil, then
the base ingredient in most paines. Finding that his partners “were giving thac branch
of the business their particular artention, which lef me without able assistance
in the paint business,” Sherwin proposed a “dissolution and division of the business.”
This event occurred in February 1870, Dunham and another partner remained in the
linsced oil business, while Sherwin and two like-minded friends, Osborn and Williams,
each invested $15,000 for equal shares in 2 new partacsship. Osbom had been
bookkeeper of Dunham & Co. Williams, a Phi Beta Kappa graduate of Western
Reserve College (forerunner of Case Western Reserve Univensity) and a Civil War
veteran, was a partner in a small glass company in Keat, Ohio.

In April 1870, Sherwin recruited Sereno Peck Fean, whom he had mex
on a train to 3 YMCA convention, s cashier and bookkecpee. The business of Sherwin,
Williams & Co., as the new firm called itself, was listed as “importing and jobbing. . .
Zings, Oils, Colors, Varnishes, and Window Glass.” It opecated a retail store at
118 Superior Street in Cleveland and began with a fast stare: during the first year sales
reached $422,390.97.

Sherwin, Williams & Co. was well positioned to respond to the booming
population and heady economic growth of post-Civil War America. In 1870, the
population of Cleveland was 92,829, more than twice jts level a decade earlier, and it
would double again by 188¢. The city, which occupied a strategic crossroads berween
sources of raw materials and agricultural goods in the West and the populous markets
in the East, was on its way to becoming the sixch largest in the nation. The catalywts for
this growth the were industries of iron and steed, metal working, railroad equipment,
oil refining, and manufacruring, which attracted ever increasing numbers of
immigrants looking for employment. From the perspective of Sherwin, Williams &

Co., the industrial and commercial establishments that fucled growth, and the
residential areas that housed workers, shared 2 common necd for paincs and vamishes
to protect and decorate buildings and structures. : .

At the end of the Civil Waz, the coatings industry in Cleveland tood on -+ *
the threshold noc only of explosive growth, but also of significant technological =
change. Up to then, paint was generally mixed on-site by professional painters who
combined a base of oil or varnish with pigments, thinners, and sometimes other :
ingrediens. In 1867, in a Cleveland suburb, D.R. Averill developed 2 liquid, pre-mixed -

 paine which, Sherwin felt, “made use of 2 formula which simply could not produce 2
reputable paint.® Averill’s “patent paints,” as these ready-mix coatings were called,

13
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] tended to cover or wear poorly and acquired a questionable reputation. Although he
O/ was on friendly terms with Averill, Sherwin refused to carry these pacenc paines on the
grounds chat it was “always my endeavor to do everything [ couid to establish 2
good reputation by giving good mecasure and good quality, to aveid every trick that
would save 2 penny at the expensc of the other fellow.” .
[t was not lang, however, before Sherwin, Williams & Co. began to
manufacture its own coatings. In 1871, the firm reached an agreement wich -
Murphy & Co. of New York to manufacture varnishes in Clevdland under the name of
Murphy, Sherwin & Co. A small factory purchased from George H. Kingsley housed
, * this carly operation. Two years later, the firm expanded into a one-story cooper shop
acquired from Standard Oil along the Cuyahoga River, hired an experienced foreman
from New York, and began making paste painus, oil colors, and putcy. The first year of
production consisced of about 450 Ibs. of coatings, using 83 scparate formulas. The firm
manufactured its firse qualicy oil color, GSP Raw Umlbxs, on October 25, 1873.
Sherwin, Williams & Co. grew rapidly, posting salcs of $688,214.28
in 1874 and employing some 20 people, induding two women, in its factory. During
the next fow years, although sales dropped as the nation coped with financial panics and
a depression, the firm slowly cxpanded the scope of its businass, making its own tin
cans and printing the labels for them. In 1875, i produced ies fiest ready-mix paine, 2
blue enamed; three years later, it followed with its first line of ready-mix interior
, . coatings, sold under the name of Osborn's Family Paint. Sherwin, Williams also ook its
first steps outside of Ohio, cstablishing first an agency and then, in 1880, a branch
warchouse in Chicago, the nation’s chird largesc city. e
In the mid-t8701, Sherwin and engincer Heary Coventry developed 2
new type of stone grinding mill to enable the production of fine colaes for coach paines.
Patented in 1876, chis 21-inch mill relied on high-quality bearings and water-cooled '
grinding surfaces 1o produce pigments ground to extraordinary fineness and uniformicy.
The mill proved “so much superior to any others known” that i¢ remained in operation . .
at the company, with only minor modifications foc more than 5o years. Scone grinding .
made possible the development of 2 ready-mix exterior coating introduced in 1880 .
as “Painter’s Prepared Paince.” Renamed the following year as “Sherwin-Williams Paine®
or simply “SWR" this quickly became the nation’s bestsclling outside house paine.
In keeping with Sherwin's insistence on sdlling quality goods, SWP induded 2
guacantee “chac this paint, when properly used, will not erack, flake, or chalk off, and
will cover more surface, work berrer, wear longer, and permaneady look better than
other paints.” The firm offered “to forfeit the value of the paine and the cost of applying
itifin any instan&e it is not found as above represented.”
In addition to its insistence upon producing and selling qualicy
merchandise, Sherwin, Williams, from its eardiest years, manifested 2 prudent approach
e to finance. As described by Fenn, “the decision was clear and emphatie that progress

13
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should be made no faster than working capital could be pravided.” He added that this

meant “short terms, prompt colleczions and friendly banks from which we could make
reasonable borrowings, with which advantage could be taken of all good discounts and
purchases for cash connected with stock and all supplics.” This prudent approach was

so decply ingrained in the company, Fenn insisted, that “there is no likelihood that we

or any others that may come after will ever be safe to depare.”

Fenn also noted the impact on the firm of Sheswin's passion for ncatness.
and order. “We learncd carly that 2 disorderly desk was an abominadion in his sighe.”
This aceitude, he added, “pertained to the minute detail of what in many placesand by
many people is considered of little of no importance—soiled bloters, gummy
inkstands and pens, shiftless waste-baskets, and carcless exposure of mail macter and
letters in filing baskets and clsewhere.” This scrupulousness was noc always appreciated.
“Some times,” Fenn reflected, “it seemed to us that morc actention was paid to these
matters than was neesssary, but the longer we live, the less we think so, and the morte
most of us consider them as essential in a thoroughly conducted business at the present
time, or any other”

By 1882, the firm's capital stock toraled $95,000. Qsborn, whase interests
lay with making and retailing products other than pain, chose to retire from the
partnership, selling his scock to Sherwin, Williams, Fenn, and two ocher partnens. As
part of the transaction, Osborn retained ownership of all recail business, while Sheewin,
Williams & Co. focused on manufacturing and wholesaling of oils, paiats, and colo.

Two years later, the firm took several actions to pasition itself for
further growth. To take advantage of limited lisbilicy protestion, it incorporated in
Ohio, changing its name to the Sherwin-Williams Company. Part of the new
company's corporate identity was an official logo that Sherwin designed: a chameleon,
a tropical lizard capable of altering its color to suit its background, cucled around the
cdge of a palette. The company also engaged Dr. Perey Neyman, 2 graduate of Boston
School of Technology (the forerunner of the Massachuseres Institute of Technology),
as chicf chemist. Apparently the firsc chemist ever employed by any American paine
manufactuter, Neyman was charged to ensure the quality of the company’s paine
and varnish ingredients.

17
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A lichograph of the paint
and celor works of Sherwin,
Williams & Company en
Canal Road in Cleveland
“as they appeared before the
fire of May 10th 1884."
m on “ﬂm’m
netation, the facility was
“Rebuils at ance, much larger
than before.”

Inset: The leadquarters

and office building, also at
the Canal Road site.
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.SWP, a prepared pains for

Covering the
Earth
1885-1919

The young company’s moss
suceassful product was

architectural uses (below)
The best advervisemenss for
SWP were testimenials from
profasiondl paincers and
brightly colored Victorian
buildings.
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CHAPTER 2

In the four decades after its entry into the ready-mix paint business, the Sherwin-
Williams Company grew to become the largest producer of paints and varnishes in the
world, with substantial presences in Canada, England, Australia, and New Zealand.
This was a remarkable achievement, for at its founding, Sherwin-Williams was but one
of hundreds of small paint manufactusess based in the United Scates. It rose to
prominence, morcover, amid older, larger, better endowed, and better established
competitors. And although it gained from the rapidly growing cconomy of northeast
Ohio, its leading competicors, based in the East and in Chicago, sold to markers that
were growing still fastee.

To Williams, who reflected on the matter late in life, the source of the
company’s success was clear: it was “eatirely due” to the policy adopeed at the autet by
the managers of the business, and which had been “adhered to, with very fow changes,
ever since.” As he explained,

This policy involved 2 thorough and comprehensive organization
of the business to its minutest details; 2 determination to sell only
such goods as were the bast and which would be found to be so by
our customers; and a represencation in the way of traveling
salesmen which should be of such 2 high quality a3 could not fail to
makciufomerecognudbydlmthwhom ic might come in

contact. In short, perfees organization, and perfect
and honest representation...pessistendy w

Had he been asked, Williams mighe also have listed other reasons for the
company’s success, including the determinacion of its leaders to grow the business. As
Sherwin himsdif obscrved, competition “did not check our effores for further extension,
but on the contrary it served as & tonic, arousing our ambition to catch up and ges
ahead of the older houses.” In his view, cveryone “associaced with me felt this new
energy, which has ncver left us. To me, the whole thing became like a game or contese
in which I took the keenest pleasure.”

_* Sherwin-Williams began to carve out 2 distinetive image ac an cardy date.
Although SWP, its most successful produce by far, was used primarily as an exterior

'house paiat, the company sought to develop high-quality products for commercial and

induserial applications. An cady slogan ran, “the right quality paint and vamnish for
cvery surface.” The company sold coarings for usc on rilroad cass, carriages and
buggies, manufactaring equipment, and shipe and marine equipment, as well as for the
interior and exterior of commercial and residential buildings.

In pucsuing this strategy, Sheswin-Williams positioned itsclf to take
advantage of the booming growth of the U.S. economy. The development of the
l

3
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CitarTen 2: CoviUNG THE JarTH

railroad and telegraph networks made it possible to break out beyond regional markews
and to serve the grawing national macket. Sherwin-Williams was among the first
American companics—and probably the firse American paint company—to recognize
the possibilities of such an opportunicy.

In 1887, Sherwin-Williams opened an office in New York, and signs
of growth were appacent throughout the company. Sales of railway pains, for instance,
grow spectacularly. The company could hardly have chosen a larger and more promis-
ing industry to serve. Railroads were che nation’s firse billion dollar industey; by
1880, investment in railroads amounted to 4.6 billion, a total that doubled withia the
decade. Railroads were 2 particular interest of Williams who “atended many meesings
of the Railway Master Car Builders and ocher railway operating exceutives.” He also
“followed dlosely the development of freight car paint, passenger car colors, and other
railway specialties.” In 1883, the company employed 2 full-time saleman dedicated
to devcloping the market for railway paints,

By 1888, profits were sufficiently robust to allow Sherwin-Williams
to repay capital supplied by Murphy & Co. and to terminate its rclationship with that
New York concer. [n the same year, the company completed its fisst acquisition,
purchasing controlling interest in the Calumet Paint Company of Chicago from the
Pullman Standard Car Company, maker of the famous railroad slecping cars. This
transaction yiclded multiple dividends. Not only did it provide the stcady business of
supplying one of America’s largest companics but it also boosted Sherwin-Williams's
presence in Chicago, home of the McCormick Harvesting Machinery Compaay
(later betzer known a3 International Harvester and today, as Navistar) and the agricul-, - .
tural equipment industry. Yet anocher benefit was the opportuaity to employ a
young, hard-charging Chicago paint-maker named George A. Martin, who cvenmally
rosc to become Sherwin-Williams's thind president.

Sherwin-Williams posted its first 51 million sales year in 1890, while

capital in the business had grown to $500,000. These milestoncs marked the
way to continuing growth and prosperity. Two years later, the company cemented an
important conncction in Canada by establishing an ageacy relacionship with
Walter H. Contingham, 2 Moatreal paint-maker. Born in 1866, the year when Sherwin
enterod the paint indusery, Cortingham pursued 2 carcer that in many respects
. paralided Sherwin's, but was marked by cven greater ambicion.
According to an carly biographer, Cottingham's “school days were not
" too numerous.® At the age of 15 he worked as & derk in 2 hardware store in
Peterboro, Ontagit, From there, he moved to Montreal, where he also traded in
hasdware and paints. By his 25th birthday, he had made himsclf into “a miniature
captain of industry.” He was propriczor in his own paint-making company,
Walter H. Cortingham & Co.; senior partner of Cottingham, Robinson & Co., a



CrHarver 2. COVERING THE CarTH

company that specialized in dyes and dyescufS; proprictor of the Windsor Chemical
Company, makers of gold paint and gold specialties; proprictor of the St. Lawrence
Canoc and Boat Company, makers and dealers in canoes, boats, and fittings; and
direstor of the Non-Chemical Laundry Company. Cortingham posscssed outstanding
gifts as 2 salesman, a quality that endeared him to his associares in Cleveland. It was
said, for example, that “though his goods were higher priced than others, Me.
Coctingham argued that they were wocth more and then and there proved his selling
abilicy by making a success of the different lines.®

By 1897, the agency relationship between Cottingham and Shenwin-
Williams had blossomed, fisse into joint investment in 2 Montreal plant to manufacrure
SWP and then inco a full-Aedged mengen. The acxx year, Comtingham moved to
Cleveland 1o assume dutics as general manager of the company. From that time
forward, until his ceticement in 1922, he was the most dynamic force in the company.
In 1903, following Williams's death, he was clected vice prosident and general manages;
in 1909, when Sherwin retired to become chairman of the board, Contingham was
named president. Under his leadership, Sherwin-Williams pursued a stracegy of
aggressive expansion.

Cottingham is licde known in business history, although as 2 salesman
and organization builder, he bears comparison to such legendasy figures among his
contemporarics as John H. Patterson, the chasismaric ieader of National Cash Register;
Asa Candler, the leader who built Coca-Cola into & national brand; and Harley and
William Proctes, the architests of the modern Procter & Gamble. Indeed,

Cottingham had few peers 33 an inspirational salcsman. “Enthusiasm is 3 good thing,®
he prociaimed. “It is good to be enthusiastic over the fiem you represeat It is aot a bad
thing to be enthusiastic over yourselE” And he went on to note, “But it is cven ,
greater if you can instill enthusiasm in othess for your goods, your firm, and yoursclf.
Ger inco something where you can be enthusiastic; your chances of success will
be even greater there.”
ﬂwd\emaofhnman;umdspmmdmnlc&meu&m
Williams were always uplifting “Enthusissm,” “Pluck,” “Courage,” “Do It Now,”
“Staying Powee,” “Ambition,” “The Fight is On,” and “Forward Again!® were tides of
his editorials in the employee magazine, The Chamelesn. As one admirer noted,
*“Mt Coctingham impares enthusiasm to ochers as the sun warms that which it shines
on. Mdmlookuenp.hﬂadmudahduﬂyimpmble.laedwhamah
& five-minute talk with him.” In fact, he explained, “the angle of vision changes
and barriers that appeared to be mads of stone tura out to be only nu:-mnc’udnot
in the least formidable.” A Givorite Coctingham saying noced tha “thewaywo gt
business is to go after it—don’t wait for it to come to you. Others are keen for business.
Get there carly. Get there firse. Get out and husde.”

23 i
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Cottingham’s taleats excended far beyond chetoric, and his business
strazegy and methods proved remackably cffective. They began with 2 vision to cover
the carth with Sherwin-Williams paincs. This nation, which advertising manager
George W. Ford had sketched as carly as 1893, was cvenually captured in 2 new
corporate logo. The official change ame in 1905, when Cottingham persuaded
Sherwin to abandon the chameleon logo. Sherwin had initially balked at the *Cover
the Earth®™ image, not because he disliked ic, but because he bdlieved that it was
inaccurate. Ac that time, the company’s business focused exclusively on North America.
Cottingham countered by agrecing chat the ncw symbol was not sericdy accurace, but
he argued that it soon would be,

Cortingham also displayed a genius for organization. “Business without
system is like a ship without a rudder,” he said. “System insures 2 straight counsc and 2
smooth sucesssful voyage over the sea of commerce.” For Sherwin-Williams, chis
meant an organizational scructure and supporting policies that encouraged cfficient
production and helped promore sales. The factories in Cleveland, Chicago, and
Montreal were the respoasibilicy of .C. Beardslee, who served as genenal
superintendent from 1886 to 1910. Distribution and sales were handled by dealers and
agents who were given exclusive rights o sell Sherwin-Williams products in cheir
trading area. Following Cortingham'’s arrival in Cleveland, the company astablished
dealerships and opened warchouses throughout North America a¢ 3 furious dip. By
1904, whea the company printed its firse organization chare, distribution and sales were
organized on a regional basis, with the United Scates and Canada divided into five
disericts, cach consisting of scveral divisions that induded depoas, warchouses, and, ., .
in a fow rare instances, retail agencics. These agencics were eseablished by Sherwin-
Williams in small-to-medism-size towns such a3 Worcester, Massachusetes; San Dicgo,
California (1890 population of 16,159); and Binghamton, New York. These reeail
outlets transacted business under their own names and sold Sheswin-Williams products
directly to consumers. Some warchouses also induded cetail stores, although the
company did not encourage this practice.

More inipoctant than the formal scructure of Sherwin-Williams was the
spirit that animated it. As Coctingham put it, “the greatest factor in building 2 large
business is ocganizacion” and “the greatest factor in osganization, in my estimation, is
the human factoe.” He pointed out that “the repusation of the Company depends
quite as much upon the character of men who cepresent us as it does upon the
character of our goods and our office methods.” Accordingly, the company tack pains
to cecruic employess with qualities similar to those of its leaders: industry, honesty,
courtesy, sobricty, and, of course, enthusiasm.

To offsex the seasonal swings of the business—most painting occurred in
the warm weather months—Cortingham launched annual effors in the spring 0
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increase businest, and charged representatives *not anly to hold and inerease old trade,

but to prosecute 2 campaign fot new 2ccouns.” As a company manual pucit,
Remember that good paints and vaznishes arc worth 2 good
price. Quality always has a value. The best salesmanship, as well
as the bast manufacturing and merchandising successes have
been built upon quality with a fair pricc for it. No permanent
or satisfactory success is cver madc by sclling goods for less thaa
they are worth o¢ in pushing a business on a prics basis alone,
There is no middle road. You must cither build a business on
quality and get the price for it, or build on price and make the
quality to fit it. The Sherwin-Williams Co., at it start, chose
the first, and have adhered to it ever since, and they expest and
demand that their represeatatives should stand for the same
principle. Be a quality man. Think quality, tatk quality, sl
quality. If you back up the goods, the goods will back you up.

Like Sherwin, Corttingham was a stickler for detail, order, and neatness.
Also like Sherwin, who had established the first company lunchroom, Cottingham
insisted on providing congenial conditions of work for employess, induding “the best
oflighting, heating and ventilating facilitics® as well as “clean and attractive doak
rooms, lockers, and lavatorics.” He insisted thas “thers should also be, if possible, lunch
rooms, rcading rooms, and rest rooms.” Such investments, Cottingham believed, made
good business sense: “This sort of work should never be done in the spirit of charity or
in a patronizing kind of way, but solely on the basis that a good staff is deserving
of the best and fairest kind of treatment, and that anything that increases the efficiency
of the staff is proficable to the business.”

Cottingham approached the training and mocivation of employess with
characeeristic thoroughness. Annual mectings of managers and sales representatives to - -
exchange news and information had started in 1881, Under Contingham, these mectings
grew into convencions during which management reviewed the year's resules and
offered projections for the coming yeas, and speakers made formal presentations and
led discussions on imporrant business topics. Coctingham instituced other meetings - -
and organizations to help improve busincss skills and build morale. The Get-Together -
Club, which consisted of department heads and their assistants, scacted as '
a debating socicty to help members hone speaking and presentation abilities and grow
into a kind of gencral management committee. A similar organization, he . . -
Foreman's Club, assembled cvery two wecks “foe instruction and enterninment” ind
provided an oppertunity for supervisory persoanel to become better acquainesd -

In 191, reflecting the company’s succassful national advertising campaign
around the theme "Brighten Up Finishes,” female employess in the different
divisions ocganized “Brighten Up Girls® clubs. Affectionately known as “BUG clubs,”
these groups supported charitable activities and engaged in volunteer service. Other

!
29

0007-SWP-034599



CCiarti . Covoiung THE SanTH

company-sponsared organizations included 3 glee club, 2 debating d;;b. 3 bascball tcam,
and a benefit socicry. Many meetings and events were launched by shouting the company
cheer—"Sis—! Boom! Ah—h—h! S-W-P! Rah! Rah! Rah!"~or by singing Sherwin-
Williams songs, with inspirational or amusing lyrics about the company sct to papular
tunes of the day.

As the company grew larger, the officers found it wseful to dmnbmc
information about the company in writtea form “to let the staff know what we are
driving av.” In 1897, The Chameleon made the fiost of its cegular monthly spparancas. It
reported information on the business, offered advice and instruction to sales people, and
included news of organization and personnel changes. Sherwia odited the first several
issucs, which sought “to keep everyone in the organization interested in what the
company is doing as a whole.® In November 1906, at the banquet opening the annual
convention, Cortingham introduced “The Sherwin-Williams Code of Principles,” «ea
poine that embodied the company's general philosophy. “We put them into the hands of -
cvery man who comes into the concern, that he may know what the Sherwin. Williams
concem is seriving for and what they stand for.”

The company’s aids for sales representatives were exceptionally compre-
hensive. The Represencasive’s Handbook, introduced in 1907, ran neasly 450 pages in length
and covered virtually every aspect of the Sherwin-Williams organization and operation.
“The boys call i¢ the Sherwin-Williams Bible,” remarked Cottingham, who added char
“We expect them to know it a good deal berter than the average maa knows his Bible.” A
scream of official bulleting offesing news of new produces, tips on sdlling, and changes in
organization and procedures supplemented the handbook. To stimulase still bester sales,
Cottingham created cthe “Top-Notcher” list, Employces who exceeded sales forecasts by
the greatese margin, or who otherwise contributed measucably to the company’s success
had their names inscribed on 2 trophy and were awarded boguses.

Cortingham’s inspirational leadership and sales innovations accounted
for much of Sherwin-Williams growth during the quarter century aftes he assumed the
position of general manager. A strong belicver in the valuc of a diverse product line,
Cortingham defined the company’s business as making “finishing materials for all wes®
and “"noc one paint for all purposcs but & special pain for cach purpose.” Sherwin-
Williams manufactured & dazzling vasiety of over 600 distines producws: paints, vamishes,
coloss, staing, and cnamels. In fact, 3 company publicasion noted, 'zheonlythmgofzhe
kind that the Sherwin-Williams Cao. docsn't make is artists’ coloss.”

The company remained at the forefront of paint-making and varnish-
making technology. To gain greater control over the raw materials it needed, Sherwin-
Williams made 2 serigsof investmencs and scquisitions between 1890 and 1910. This
vertical integration started on 2 modest scale, with the company making its own wooden
boxes for shipping cans of paine. (The company had made its own paint continers
since 1874.) In 1890, the company purchased a steamship, the A G. Lindsey, to carry
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lumber for these boxes from Minnaora across the Greae Lakes to Cleveland. Far more
ambitious was an investment in 1902 to build a linsced oil plant in Cleveland. Two
years later, the company acquired a minc in Magdalena, New Mexico, to produce zine
oxide, and 1 smeleer in Joplin, Missouri; soon thereafter, the company buile 2 new
smeleer in Coffeyville, Kansas. And in 1910, Sherwin-Williams purchased 2 Désroit
pigment manufacturer.

Expansion was not limited to vestical integration. During the same
period, Sherwin-Williams built new paint and vamish factorics in Newark, Now Jessey,
and Oakland, California. In pussuit of Cortingham's dream to supply Sherwin-
Williams paints around the globe, the company forged an alliance with the well-
regarded London firm of Lewis Berger & Sons, Led., in 1905, Berger & Sons, whose
origins stretched back to the cighteenth century, was renowned as 2 maker of fine
paints and high-quality colors for coaches. The company brought to Sherwin-Williams, Y
ot s00n added, operations 1nd outposts in Canads, Auseralia, New Zealand, South O\
Africa, [ndia, and China. The armngemen
called for the two companics “to work entircly separatcly, but o aid one another where
help was needed or likely to assist in bringing in new business.” Sherwin-Williams also
cstablished agencics in Paris and Bedin and shipped paints to scveral porws in the
Caribbean and in South America.

: The character of paint manufacturing was changing dramatically in chis
period. The age-old practice of mixing paints from natural raw materials was giving
way to more scientific and controlled paint-making, using chemiclly refined
ingrediencs. A sign of changing times was the caceer of E.C. Holton, who was hired to
replace Neyman as chicf chemist in 1892. The company's rescarch lab a¢ chis time was
cssentially a onc-man opcration that focused on testing samples and quality conerol. In
1896, with encouragement from senior managess, Holton supervised the production of
dry colors from basic and intermediate chemicals, making an eosine vermillion at
Cleveland. Three years later, the manufacture of dry colors was relocated to more
spacious quartess in Chicago. By then, colors induded chrome greens, iron blucs, and
many others.

. Production of dry colors marked a significant techaological advance. In
1898, Sherwin-Williams reached another important technical milestone when it began
making vamishcs under its own label. These products also required dose chemical
control and by 1906, Holton dirccted a technical team that included nine paint and
color chemists. The experimental department then included “2 complete paint factory
on & small scalc devored exclusively to the making of experimental and sample batches
of all classes of paine.” ﬂ

During World War I, the technology of paint-making was further
transformed. Before 1914, American manufactusess eclied heavily on dyes and dyestuffs
imported from Geemany to make dry colors. Once fighting began, howeves, these -
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¢ chemicals were subject to embasgo, and American chemical companies and paint-makers

I serambled to supply ctheir own requirements, The imported dyes were derived from
coal ear, and their production demanded a high level of sophistication in chemistry and
chemical engineering, With Cottingham's blessing, Sherwin-Williams established a
Chemical Products Deparement staffed by organic chemists, including Nathan E,
van Stone and several other chemists recruited from abroad. After “very exhaustive
rescarch work,” the company, in 1915, “developed a complete line of incermodiates and
dyes for color making equal in every respect to the previously imported mazerial.®
During the war, Sherwin-Williams also built a plant to make lithopone, an inorganic

S white pigment, and supplied organic chemicals to the textile industry.

Between 1900 and 1919, Sherwin-Williams revenues soared from
s2.3 million to 5342 million. This performance reflected both the booming growth of
the economy and Cottingham's relencless drive to enlasge the business. During the was,
for example, the company not only supplicd huge amounts of coatings for ships and
milicary purposes, but it also excended the range of its commerdial businesses.
Between 1911 and 1914, Sherwin-Williams opened §es firse retail seores carrying the
company name outside Cleveland, in San Antonio, New York, Pitusburgh, Peoria, and
Fort Worth. These stores were not designed to compete with wholesale dealers but
rather to support them by serving as 2 soures of inventory and a testing-site for new
ideas and techniques in merchandising, ' '

C ' Sherwin-Williams also complezed two significant acquisitions during
World War L In 1917, it purchased the Martin-Senour Company of Chicago, a well-
known maker of premium qualicy paints. Two years later, Sherwin-Williams acquired
Hemingway & Company, a Bound Brook, New Jerscy-based chemical makes, All of the
companics Sherwin-Williams purchased continued to operate as independent
subsidiaries, cach with its own brands and lines of products; its own research,

" manufacturing, and sales organizations; and its own distribution outless.

At the dose of World War I, Sherwin-Williams was a company
remarkably changed from its carly decades. It now supplied a enormous variety of
coatings and chemicals from factories throughout the United Staces and Canada,
and in England. It was 2 giant manufactucing corporation, functionally-organized and
vertically integrated from extraction of raw materials through to final distribution of
products to consumers. With sales of more than 34 million, it was also a vast
caterprise that was making good on its promise to cover the carth.

.
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CHAPTER

Ea.rl)_' in 1920, the stackholders of Sherwin-Williams voted to raise the authorized
capitalization of the company from s2t million to séo million, including sts million in
preferred stock to be sold to the publie, This move represenced the company's finst
major public financing.

The times scemed favorable for such an act. After two deeades of furious
cxpansion under Cottingham, the company enjoyed a commanding lcad as the largese
manufacturer of coatings in the United Seates, Sherwin-Williams and ics affiliates and
subsidiarics, including Lowis Berger, Martin-Senour, and Hemingway, owned and
operated 36 manufacturing plancs, 90 warchouses, and 30 retail scores. The company
refined its own raw materials, blended them into products of many types and hues,

* packaged them for 3 wide vasiery of markets, and distributed them for sale chroughout
North Americz and the British Commonwealth. And it was about to post an
astonishing 67 per cent sales inerease to & record toeal of $57.1 million.

The company’s expanded camings and capital base provided financing
for another burst of growth. In 1920, Sherwin-Williams negociated its largese
acquisition to date, purchasing Acme Quality Paints, Inc. of Detroic for about 56
million. Founded in 1884 by William L. Davics, his brocher-in-law Thomas Neal, and
two minot partners, Asme had grown to become the largest painc-maker in Detroic.

It was a multimillion dollar business specializing in coatings for the carriage and
aucomobile industries. Acme had close rclations wicth automakess, incuding General
Morors, Ford, and the Dodge Brothers. For a bricf period prior to World War I, Neal
had served as peosident of General Motoes. Acme’s propertics included the Lincoln

* Painc Company in Nebraska and the Peninsulae Paine Cnmpany in Michigan, as well a5
other manufacturing plants in Dallas and Los Angeles.

Sherwin-Williams also invested heavily in upgrading and enlarging is
own facilities. During 1920 and 1921, for cxample, the Oakland plant added substantial
capacity to make paint and vamish, while 2¢ Bound Brook, the company crected a.
plant to make acctic acid. Chicago was thesite of major new investments, induding a
ncw conaainer plant to ceplace the ociginal plant dosed in Cleveland, with a lacquer
manufacturing department. »
S In 1923, ill health caused Contingham to retire 23 prsident, although he

mnddwmnoftheb«rdunulhsdﬂhmmo. He speat his last years at
Woolley Hall, an English muymwhmhefdhwd the company’s continuing
growth from a distance. Hemmdpamadadyumdln theaftisof -
Berger & Sons, the London associace Emmammpwamhqmdy
continued their affiliation, the relationship withered after Cottingham's dcach, and
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Sherwin-Williams lost its former abilicy to markes its products in Eucope of in the
British Commonwealth, apart from Canada.
The new president of Sherwin-Williams, George A. Martin, was 56

years of age, and amply prepared for the job. A Cleveland journalist drew 2 memorable
portrait of Martin s being: :

tall, spare built and angular, slighely scooped. He has a husky
voices deepset, dark piercing cyes under shaggy brows which
seem to be hungrily reaching out to grasp his entire
cavironment; a triangular face with nasrow chin sloping up to

1 broad forchead, a full head of white hair; long arms, long
nose, long fingers. He would make 2 perfoct El Greeo subject or
with cloak, staff and bell hat, would pass for a Pilgrim.

Martin was much admired by his colleagues. A tectocales, he loved to
smoke, although never in the office, where he instituted a ban. He lacked peetention,
greeting cmployess a cvery level on a fisst-name basis and describing his own job
as peddling paine. :

Like his predecessors, Martin was a self-made man whose education had
been cut short by cconomic necessicy. Boen in Montello, Wisconsin, in 1865, Martin's
family moved to Chicago during his carly childhood years. He left school after
completing the seveath grade, uking & job with 8 meat-packing company. Three years
lager, at age 15, he starced his own specialty meat-shipping business with a friend. This
enterprise began with promise, but its success artracted che attention of larger
competicors which quickly put Martin out of business. He chea took 2 job wich the
Union Brass Manufacturing Company, makers of rilway car trimmings, wherche
remained for 7 years in various clerical assignments, C ‘

Ia 1887, the itch to stare his own business returned, and Martin
established 2 paine company which specialized in railway paings. The business proved 2
success though he was frustrated by “failure to sell to one of the Railroads, who
continued to refes to The Sherwin-Williams Company.” A resourceful man, Martia
approached Sherwin-Williams in 189t with an offes to sell thas company’s products.
The offer was not only approved, but Sherwin was 30 impressed with Martin chac he
offered him a job as gencral manager of the Chicago factory. Martia distinguished
himself noc only in that post, bu as manager of the company’s Western Sales Division
from 1898 to 1905, where he presided over 2 quadrupling of business, pardy as a resule
of intense promotion and advertising. His nexx assignment came in Cleveland, s
manager of various manufacturing deparements. Elocted a vice peesident in 1916, he was

* promoced to vice peesident and general manager of the company five yoass lazce

Miitin assumed leadesship of Sherwin-Williams during a difficul
period. A sharp recassion had resulted in 2 two-year decline in revenues, and the
company did not surpass its 1920 sales record unil the late 19208, Revenues crested ac
$82.3 million in 1929, then they plunged again during the Great Depression, boctoming
out ¢ s51.8 million in 1933. In that year, Martin carried out the unhappy task of cutting

41

0007~SWP-034611



CUATTLR §: jOINiNG THE COATINGS RIVOLUTION

the payroll and slashing employment, although the covmpmy continucd to
pay dividends. Not until the late 19308 could management foct rcasonably confident
that the worst was avee,

This cconomic roller-coaster was only one of several challenges to the
company during the interwas years. The pace of technological innovation quickéned
with a great change sweeping across the cconomy in this period: the “chemiclizacion®
of American industry. During the 19208 and 19308, the advantages of synthesic
materials in terms of uniformity, standardization, relisbicy, controlled availabilicy, and
lower cost, became apparent everywhere. Man-made products replaced “natural®
products, and chemically controlled procases supplanted customary methods in texriles,
materials, paper, printing, adhesives, perfumes, rubbes, glass, cement, asphalt, and, of
course, paints and vamishes. _

: The chemicalizacion of the coatings industry created bodh problems and
opportunicies for Sherwin-Williams, Prosperity in a wordd of technological complexity
required the company to remain abreast of the latest sciencific developments and
to continue upgrading it techaical capabilities. I¢ was also nwéary to wicld
markering dout to fend off competition from new and unaxpected rivals such as the
chemical giant, Du Pone, As the leading supplier of paints and vamishes in North
America, however, Sheswin-Williams was poised to profit from the transformation
of the industry.

New comperition was keenest in markets for industrial finishes,
cspesially those applicd to the eras most cyo-catching product, the automobile.
Between 1918 and 1929, production of cass in the Uniced Staces soaced from less chan
1 millioa to acarly 5 million per year. Two factoes accounted for this explosive
growth: Henry Ford’s demonstration of the power of mass production, and General
Motors' demonstration of the power of mass marketing. Ford's manufacturing
advances drove prices steadily downward; in the 19208, 2 new Modd T s0ld for less
than s250. The “Tin Lizzic® had;sipiﬁm: drawback, however. As Ford himself put
it, customers could have a Moddl T in any color they wanted—so long as it was
black. The reason: black baking enamd, which could be oven-dried quickly, was by
far the most cfficicnt finish available ac the time. _

General Motoss could not compete with Ford on pries, so it soughe
instcad to segment the markee by offering “a car for cvery pursc and purpose.” A key
clement of this plan was an ability to offes low-priced automobiles in a varicty of scylcs
and coloes. During the carly 19208, rescarchers a5 General Motors and Du Pone
developed 2 sprayable, quick-drying, low-viscosity lacquer made from nitroccilulose.
Not only did the new lacquer dry much faster than the old cnamd—in 2 hours, as
opposed to 24~—but it also permitted fnishing in a wide array of colors. Incroduced in
t923, the ncw lacquer scored an immediace hit, and within three years, General Motors
overtook Ford as the word's largest automaker.
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By the mid-1920s, automotive finishes accounted for nearly a tench of all
paint sales in the United States. This spectacular growth was mirrored in other
industrial finishes, as quick-drying lacquers rendered mass-produced items, such as
appliances and furmicure, more attractive and appaaling,

In 1922, Sherwin-Williams encered this fast-pacad field with the ﬁ;sc ofa
new line of lacquers under the trade name Opex. Developad by a team of rescarchers
led by van Stone, Opex lacquers adorned Packard cars and evencually found their way
into other industrial uses, In the mid-19208, the company pioncered a brushable
lacquer for houschold use called Rogens Brushing Lacquez. One of the bost-selling
products of ics subsidiary Acme, during the 19208, was 1 iron-oxide primer that served
as the base coating before the application of sprayable lacquens.

Sherwin-Williams renewed its daim to techaological lczdcnhxp in this
period by developing synthetic resing which made varnishes and enamels competitive
with quick-drying lacquers. In 1929, the company introduced its first synthesic Gnishes,
a line of Kem-cnamels. [n subsequent years, rescarch and development spawned many
other advaneed coatings and finishes that used the Kem trademark: Kem Air Drying
Enamels, Kem Railway Surfacers, Kem Art Metal Finish, Kem Bulletin Coloms, Kem
Store Front Finishes, and Kem White Appliance Enamels.

Research also focused on improving dry colors. [n 1929, the company
dcvc!oped a process for making “dispersed colocs® directly from dry color pulp without
resoeting to the time-consuming traditional method of evaporating che water, beeaking
up the lumps into powdered dry coloe, and thea mixing in oil oc varnish. The new
process entailed flushing out the water and mixing and grinding the pasticles with odl .
or varnish to get 2 smooth paste of fine and brillian texture. The resulting colocs
consisted of smaller particles that could be weted more thoroughly, thus producing
higher gloss. The new process diminated “bloom” in reds, reduced bronze in blues, and
increased film durability. These characteriscics yiclded superior results in paints,
cnamels, lacquens, and printing inks.

The interwar years witnessed 1 proliferation of coatings and finishes for
specializad uses in industry, commerce, 2echitecture, and consumer markes, Advanced
technology and chemically controlled manufacturing processes made it possible to
engincer products for a wide variesy of application methods and circumstances.
Sherwin-Williams could tailoe its coacings according to customery’ specifications foe
drying-time, temperature, climate, cxposure to hazardous conditions, and other

 situations. One of the most promising new markets with unusual requirements was the

aireraft industry. iefore the advent of aluminum-skinned aitcraft during the late 19308,
mast airplancs were covered with fabeic that was treated with 1 lacquer for protection
and decoration. The rapid growth of the aircraft industry after Chades Lindbergh's
successful flight across the Adantic led Sherwin-Williams to create an Acronautical
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Sals Division. [n 1928, Sherwin-Williams introduced its Acco Enamels, featuring 2
“vdvet finish which give a planc a handsome appearance, good visibilicy and has the
added advantage of being so clastic that vibration created by che planc rushing through
the air will not crack the finish.”’

In addition to growth into new, specialized applications, Martin éuidd
cxpansion of Sherwin-Williams through more traditional means. In 1929, the company
acquired two leading paint-makers, Lowe Brothen of Dayton, Ohio, and John Lucas of
Gibbsboro, New Jersey, one of the oldest and best-known manufacturess in the
industry. These transactions included many established brands of high-quality paina.
Lucas, for example, had previously acquired W.W. Lawrence & Company of
Pictsburgh, itself a well-known produces.

Martin also pussued opportunitics for Sherwin-Williams in Central and
Latin America, where he saw the markes for high qualicy paints flourishing and
contributing to economic development. In 1930, the company opened a retail branch
in Mexico City and scquired 2 paint factory in Havana, which it expanded and
operated as the Sherwin-Williams Company of Cubs. Later in the decade, spurred by
the sucesss of this venture, Sherwin-Williams built a plant in Argentina, and
cstablished an affiliate company in Brazil. -

Under Martin's leadership, SherwinWilliams expanded assertively in
consumer markes. [n 1923, to help increase public understanding of the dizzying
variety of coating products on the market, the company announced its “Houschold
Guide for Painting, Vamishing, Saining and Enamdling,” calling it “the biggent idea
thae has hit the paint and varnish business in fifty years.” The guide featured 2 matrix
that listod types of products and susfaces aloag one axis and types of coating producss
along the othez. The incersecting boxes specified the Sherwin-Williams product most
suitable foc the application. For cxample, to coat indoor furniture, the guide
recommended Enameloid s its choice of pain; foe ocher cypes of applications, the
guide proposed Scar-Not Vanish, Flooe-lac stain, o Old Dutch Enamel. “For the finst
time,” proclaimed company literanre, “the public will have 2 handy reference guide to
help them with their paint 2nd vanish problems.”

' The company spent heavily en advertising and promotion to strengthen
the Sheswin-Williams brand and help escablish the cover-the-carth logo as oac of the
best known in the word. As explained by CM. Lemperdy, advertising manager, the
company's advertising budget was divided about equally between national and local
media. “We use national advertising to keep our name befors the public. Our outdoor
cutouts and signekeep our ‘Cover the Earth’ trade-mark before people constandy.
When we use national magazines we get into products a lictle more, but the style is sill
precty general.” In 1935, at the roquest of Martin, an opera buff, the company began
sponsoring Sunday afternoon brosdcasts of auditioas for the Metropolitan Opera.
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“With nerwork radio we are eatirely institutional,” noted Lemperdy, who added char
commercials were kepe to 3 minimum. “This reseraine has broughe us no end of
compliments from listeners, although our sales departmenc at time would like to have
us pound away 3 litde harder for sies.” This opportunity came later in the Cleveland
area, when Marin, 3 ditector of the Cleveland Indians Bascball Club, arranged fog
Sherwin-Williams to sponsor game broadcasts.

Advertising at the local level was far more aggrassive. During the late
19204, for cxample, the company encountered stiff price competition from makers of
low-cost painus. A gallon of SWP sold for 84, while rival brands were available for as
litdle as $2.30 per gallon. To counter this threat, Sherwin-Williams launched & major
campaign against “cheap paine.® Prodainiing thas “this will be no kid-glove affaiz,”
Lemperly announced the company’s objective as “noc 2 ‘draw,’ but 2 real knock-ouc™
ln cssence, the campaign stressed chat “cheap paine” was not at all cheap, because it
covered leass arez per gallon, wore less well, and used inferior ingredicns when
compared to SWI Consumers were warned, “Don't Be Fooled on House Paind® and to
watch for “2 Joker in the Cheap Paint Can.” This campaign, claimed Lempedy, was
“the kind ... that Presidenc Calvin Coolidge would endorse 100 per cent becguse it
strikes at waste and false cconomy and emphasizes crue values.”

The company’s rezail oudess also practiced aggressive sclling tactics,
During the 19108, Sherwin-Williams began opening a handful of stoces in majoe
metropolitan areas in order to gain “satisfactory representation” in these arcas, as well s
“to protect our intereses® from competition. Starting in the lace 19208, the company
accelerated the cstablishment of recail stores across the United States. Sherwin-Williams
opened an average of between five and ten stores per year, and occasionally more:

In 1936, foc cxample, 14 retail stores were opened. The stores carried not only Sherwin-
Williams coatings, but also paint brushes and other materials, _

The company suessed thas its retail stores were not intended to replace
but racher to supplement its nctwork of wholasale distributors. As deseribed by an
official policy manual, “Ouz Stoces act a3 the Company's service stations, and
cverything should be done in them to coment closer the relation between the agents
and dealers served through the Scoce in addition to securing a greater markes through
your Scoce for our materials.” Score managess, who were Sherwin-Williams employecs,
were encouraged to be “as obliging” to wholesalers 13 they were to cheir own
customess. As the official policy noted, “Increased profits from such quarters helps you
in your profics, hclps the factory in its output and lowess the cost of manufacture
by which all benefie,”

Sherwvin-Williams approached recail management with a consistent
business philosophy. Coctingham's “Code of Principles” was prominencly
featured in the Rezeil Store Handbook, which passed through many oditions.
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i More specific advice in the Handbook bespoke d'g:o'mpan)’s
(/ traditional valyes:
“Nothing looks so bad as 2 dirty, mussed up Score, but 2 well
kept, neat and orderly Sctore is 2 wholesome place in which to do

business. People like to come in as well as to recommend the
place to their friends.”

“Stories or jokes of an unclean character will not be permicted.
I's 2 good plan ¢o put this cule into effect even cutside the Store
and business hours.”

“A Store may have the best of everything in merchandise, delivery
ot anything else, but if politeness combined with kindness is
lacking, the Store will not progress, nor in face last very long,”

Other advice reflected the times:

“It’s not in keeping with good manners to walk around che

Store wearing your hat, and certainly noc polite to wait on a lady

customer wearing youc hat or without wearing your coat.” ’
Like its councerpart for sales representatives, the Rerail Store Handbook
provided a wealth of tips to increase sales and profits

“Never greer 2 woman customer with ‘Can [ show you
something,’ or ‘Yes, ma'am.’ Racher begin with ‘Good moming’
or ‘Splendid weather for painting, is it not? Get her in a cheery,
teceptive mood and show by your manner you are there for
service as well as sales.”

“Remember cight out of ten geople who ace going codoa licde
job of painting need 2 brush.

“Sell che customers something besides what they ask foe
I¥’s no trick to sell chem something they want—that's simply
waiting oa them.” '

“Give the same artention 2nd treacment to the shabbily dressed
13 you do to the well dressed. They may have their money tied up
in houses, which need painting, instead of doches.”

“The real test of the pain¢ and varnish merchant is to get the
money in the cash drawer—have this constandy in your mind.”
Sherwin-Williams macketing tactics proved effective, and the company's
recovery from the Great Depression was rapid and strong. A maker of diverse
products that controlled the production of its raw materials and ics channels of distribu-
tion, Sherwin-Williams was 2 fundamentally healthy enterprise. In 1939, the company
. mmaineained 15,000 active paint formulas, produced 15 million gallons of paine,
and recorded salesof 395.8 million. It remained the largest coatings manufacrucer in the
world, despite formidable technological and comperitive challenges. Bigger challenges
and‘rumrewmbmmutocom( )
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CHAPTER 4

'n 1940, George Martin retized as president of Sherwin-Williams at the age of 79.
To succeed him, the board of directors elected Arthur W. Steudd, then 49 years.old,
Steudel had joined the company in 1908 as an office boy. He earned his firse promotion
within two weeks, and then rase through a series of derical positions in the Trade Sales
Division. In 1912, he attracted the attention of Edward M. Williams, son of the founder
and head of the Railway Sales Depastment. From there, Steudel’s dimb was swik. In

_ 1914, he was 2 department head in the Chemiaal and Dye Division, which he
cvencually led as manager. n 1923, he became assistant to the president, supervising
development of the company's lacquer business. [n 1937, he became vice prasident and
general manager, and the heir apparent. Sceudel was a very popular lcader, remembered
affectionately 13 1 shoe, “raly-paly” man who played a whole round of golf with just
two five irons (in case one broke) and a purtes He was also active in business and
community affairs in Cleveland.

Steudel took charge of Sherwin-Williams at 2 favorable time. In 1940,
the company had camed the industry’s admiration for 2 markesing fiese, introducing
the Sherwin-Williams “Painc and Color Scyle Guide.” The company printed 45,000
copies of this handsome, oversized book foe its distributors and retailers. It featured
color photographs of many types of houses, including interior scenes, to help customers
choose sppropriate colors for many different sercings. “Never before has such an arnay
of actual homes from all over the United Scates been displayed in color photography,”
bossted the Style Guide, which noted that the photographs were “on & scale that makes
you feel you are almost stepping into the roome—standing righe before the houses.”
Capitalizing on the Style Guides success, Sherwin-Williams posted 2 record year for
sales, copping $100 millioa foe the fics time.

The outbresk of World War II had 2n immediate, positive effect on che
paint indusery, and manufacturers geared up for defense production on 2 massive scale.
Thousands of vital milicary items required paints, including camouflage paint for
tanks and supplies; blackout paing: aireraft, boat, and truck finishes; and coatings foc
items, each with its own special finish. Moreoves, the road building, construction
machinery, water supply, and dectrical lighting systems neccssary to 2 milicasy
campaign also requiced paine. As the war continued, the U.S. government became
Sherwin-Williams's biggest customes. '

Cooverting Sherwin-Williams to massive defense manufacture was s
challenge that engaged everyone. Production personnel devised ways to distribute work
loads evenly between plants. Plant engineers convested old equipment to new
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manufacturing uses. Purchasing agents combed che country for raw macerials, even
minor ingredients, so that shortages would not halt production and delivery. Chemises
experimented with old, almast fargocten oils and resins and treated them with modem
processing equipment. Salesmen colled up cheir sleeves and worked in the factories,
adjusting speay guns and checking thinners. Ultimately, some plants devoted 80 per
cent of their capacity to war work.

As more and morce male employess were called t9 active dury, women
became indispensable to0 Sherwin-Williams operations. By 1943, female employess
comprised one third of the company’s work focce and wese found in factories, 1abs, and
retail stores. And, as the Sherwin- Williams World, the employce newspaper of the time
acknowledged, “Some of the jobs the women ase doing ase, in truth, being handled
just a lictle bic betzer than 2 man would do them.® In all, 1.756 Sherwin-Williams men
and women entered the armed forces, and 90 per cent were welcomed back at the
end of the waz,

[n 1941, Sherwin-Williams became involved more direcdly in che war
effore, The company was drafted to construct and manage an enormous shell-loading
plant in Carbondale, Ilfinois, as part of 2 program whereby such facilities were built by
well-known manufacturess. A team of 60 Sherwin-Williams employees oversaw the
construction of the plant, hiring 15,000 workers to construct the 23,000-acre

 facility in less than & year. Sherwin-Williams also subsequently managed the plands

operations. Staffed by 6,000 workers, the Carbondale plant producad enough
bombs cach day to supply a nightly RAF caid on Germany.

Sherwin-Williams demonstrated leadership in product innovasion,
as well. The company’s research chemists, led by van Stone, began experimenting with
new coatings concepas. They took casein, a white milk and cheese procein used by, |
the ancient Bgypeians for making paint, 20d emulsified, of suspended, varnish into it.
Thq&aﬁdd:mmb«dmmuof:ndmnﬂodmaubmm
new formulation consisted of 28 different ingredicnts.

In 1941, Sheswin.Williams put this new paint, called Kem-Tone, on
the market. At the same time, the company embarked on & major sales and advertising
campaign—the most ambitious in the history of the entire indusiry—spending
$1 million on selling the new produce. Kem-Tone was marketed as the “modern
miracle wall finish,” described a3 30 easy to use that ic was ideal for homemakers and
for thoss who had never used a paint brush before. Demonstracors around the country
showed that, thinned oaly wich tap wates, it completely covered wallpapes, plaster,
and peinted walls, without requiring messy primess, sealers oc thinners. Only asingle -
coat was necessary and the paint deied in one hour Advertisements also stressed
that Kem-Tone wag inoce washable than oil paint, and like the finest washable
wallpaper, it could withstand *500 rubs with a dloth under a ctwo pound weight”

$7
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The company took unprecedented measures in distributing Kem-Tone,
as wall. For the first time, it went outside ics dasely knit dealer and franchise '
arganization, supplementing traditional practices with direct selling and distribucion.
Any retailer in good standing, induding filling scacions, grocery stores, and drug stores,
could handle the new product and become a special Kem dealer. Ultimately, Sherwin-
Williams sccured 65,000 new outlers for Kem-Tone. The new paint was sensatiomlly
successful and quickly oursold its competition in the interior paint market,

Continuing war shortages forced Sherwin-Williams to respond creacively.
Japan’s blockade of China resulted in shortages of pig brisdes, which were used
to make paint brushes. [n 1941, Richard C. Adams, 2 Sheswin-Williams engincerand 2
descendant of Presidents John Adams and John Quincy Adams, invented s revolu-
tionary new device called the Roller-Koater. Devised in Adams’s basement, and
constructed simply of jute and wood, the Roller-Koater was designed for Kem-Toning
only. Inexperienced painters found it easy to use. Adams, an inveterate tinkerer and
inventor, also mads miniature Roller-Koatess for charm braccelen and lape! pins.

Sherwin-Williams devised innovacive paint packaging, as well. Az firse,
shortages in stee! and tin required the company to'sell Kem-Tone in glas jars
with cardboard carton overcoacs. In 1942, in s plant with secondhand and homemade
machines, Sherwin-Williams began producing cans made of psper. Carrying the
company’s Graphic Arts Division label, “War Emergency Container—Handle with
Care,” the new cans were slighdy larger and move fragile than the standard metal cans,

Sherwin-Williams chemists applied their ingenuity in & number of
other important ways to support the war effore, They produced vital war materials thac
had been German monopolies and unobtainsble in the United Scates'as years eadlice

. Acits New Jersey chemical plant, the company made 85 per cent of the nacion's tocal

supply of acecanilid. This basic ingredient in the manufacture of infection-fighting
sulfa drugs was parc of a packer provided to esch soldier. These sulfa drugs were
m:m:m@bmhugnmbeimwdm
from their injuries.

At the end of the wag, Sheswin-Williams could look back over five
successful years. Despite shortages of raw materials and personnd, its wantime program
achieved its goals. On the domestic side, Kem-Tone his the 37 million galloa mark in
1943, selling out of stores juse as fast as ic was stocked, Having already secured a such a
wmﬂdﬁedmuepmtm&cmpmﬁmvmnmmc
work was noc difficule.

[1}
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CHAPTER §

A: the end of World War I[, corporate America turned its ateention away from
war production and back to domestic markets. Sheewin-Williams, like other Amedican
companies, cmbarked on twenty years of growth fucled by national economic
prosperity and an enormous pent-up demand for consumer goods. Although it was
already the universally recognized leader in the coatings industry, the company
established itself cven more fiemly during this period by growing and developinga
pronouncad retail oriencation.

Although Sceudel, whose strength was in marketing and sales, firmly set
Sherwin-Williams's overall postwar direction, Vice President Luther Schroeder tightly
controlled the rest of the company's operations. Schroeder joined the company in
1908—che same year as Stcudel—as 2 bookkesper. He worked his way up through the
ranks, succeeding Fenn a3 Treasurer in 1922. I 1943, Schroeder was elected a vies
president. His long tenure (he died in office in 1960, in his sand year with the
company) ensured that the Sherwin-Williams tradition of fiscal conservatism endured,
Sehroeder guarded financial information closely and refused o allow the company to
borrow money, even during the Depression. These practices paid off; Sherwin.
Williams's securities were considered “widow and orphan stock,” and the company was
noted for having never missed a dividend. ‘

During the postwar ers, changing patteens in housing and consumption
provided an cnormous boost to paint sales. Before World War 11, most Americans had
lived in citics—in apartments, flats, or sometimes small houses—often in cramped
conditions. When the war ended and servicemen returned, public policy helped under-
write the great migration to the subucbs. Federal loan programs made it casier to
acquire s home, and during the 19508, one-fourth of the American population moved
into suburban housing developments. An enormous, buile-in markes was created for
all kinds of consumer goods, particularly paiae. Fueled by Americas strong economy,
postwar family income virtually doubled, allowing for an unprecedented level of
consumer spending, :

These developments helped ensure that Kem<Tone, already the industry
leader, would remain the largest-selling wall finish on the market. In 1948 alone, more
than 12 million gallons of Kem-Tone were sold, far more than any other brand.

Even SWP, which doubled its sales in 1948 after suffering from severe supply shortages
during the waz, only reached one-thind of Kem-Tonc’s sales. »

Kem-Tone's popularity encouraged Sherwin-Williams to expand its Kem
line of paints. In 1949, the company introduced a new type of alkyd, ot oil-based,
enamel paint called Kem-Glo, which was advertised as appearing and washing like the

. 63
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SHERWIN-WILLIAMS

ABROAD

Despite Henry Sherwin's doubts,
Sherwin-Williams's “Cover the
Earth” logo proved to be an
accurate description. By 1907, the
company had established an agency
in Mezico, and by the 19200,
Sherwin-Williams exported to
South America, Europe, Africs,
and the Far Ease. Lacer, it created
subsidiaries with their own
manufacturing facilities in Mexico,
Cuba, and Brazl.

In the 19508, Sherwin-Williams
took a different approach to
internstional expansion. |
escablishing subsidiaries in
different countries, it invited
lesding forsign businessmen to
sign licensing agreements for
manufacturing Sherwin-Williams
products in plants built for that
purpote. The campany provided
the operational expertise, the paint
formulas, and the supervisory and
technical personnel. By 1966,
Sherwin-Williams had licensed
companies in Argenting,

Colombis, Ecuador, Pery, the
Philippines, and Venezuda. In
sddition, the company sold special-
izad licenses 10 maks Sherwin-
Williams sutomobile refinishes and
other chemical and induserial
costings.

Priet to the 19703, Sherwin-
Williams organised its intesnas
tonal businesses as 3 collection of
unconsolidated subsidissies.

Then it formed an International
Group, as part of 2 restructuring of
the entire Sherwin-Williams -
organizaton. By 1377, Intetnss
tonal had become one of the five
divisions of the Costings Group.

d of

By 1991, Sharwin-Williams was
involved in 44 separste
international ventures, through
subsidiaries, joint ventures, and
licansees, in 38 different countries. A>
Although the company considers  ©
iuelf s domestic organization that
has inteznational activities, and not
s global corporation, its
impocunt. [t has, foc cxample,
ﬂh“ilm‘ iﬂ Fw‘ﬂ R.m' .
Mexico, Beazil, and Panama, and
joint ventures in Ssudi Assbis, and
[reland. It also continues 10 license

fandmark deal, it signed a license
agreement with the People’s
Republic of Chins, macking the
fiest time that Sherwin-Williams
products were available in that

coatings technologies to country since the Communist
manufacturers i many other Revolution in 1949.
countries and w expand

throughout the world. In 1986, ina
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baked enamel on & refrigerator. Kem-Glo's fasc-drying and long-wearing properties
made it an instant success with consumers. A year lates, Sherwin-Williams
introduced Super Kem-Tone, 2 deluxe incerior paine with s new ingredient, latex :
emulsion, that made it both washable and extremely durable. The Kem line
of paints proved extraordinarily successful, and by 1955, a total of more than 100
million gallons had been sold.
The company’s overwhelming success parly refleczed Steudel's ambitious
poscwar plan to increase the number of branch stores owned by Sherwin.-Williams,
and thereby extend the company’s control over the distribution of its popular paints. In
1948, the company managed approximacely 400 stores in its nationwide branch
organization, which was divided into eight regions, cach headed by a regional director.
Over the next fifteen years, the number of stores increased dramatically, am{)n some
yeass, the company idded more than 100 new stores. It was 3 heady time: hesdquarters
employees heard excited shouns across hallways in the Cleveland offices, “How ’
many stores today?® This pace continued until 1965, when the number of stores across
the country reached approximately 2,000, Having met its growth objectives, the
company's strategy thercaRer was to expand ac a rate more clascly geared to population
and needs.
Sherwin-Williams personne carefully chose store managers for
their new stores. They visited local ministers and bankers to find highly responsible and
motivated residencts who might not have the capital ¢o start their own businesses,
The desirable personality profile of the prospective store manager often matched that of
4 Steudel or Schrocder, or even, for that marces, 2 Sherwin: upright and conservative,
yet entreprencurial. Over time, it became clear that the most profitable stoces developed
in rural arcas, where the manager became pare of a closely kit business community
and had the paint market to himself Some of these rural managers made more money
than anyone else in their area, and banked in other towns to conceal their wealth.
Branch store managers proved very entreprencurial. There were no
standard operating procedures for stores, although they were periodically audited.
Given this freedom, stores could sell, in addition to paint, almost every tool 2 painter
or paperhanging contractor needed on the job. Most stores sold wallpaper, and
others successfully offered carpeting, draperies, and curtains. To offtet seasonal dips in
paint sales, many stores also had gift departments that carried pictures, pottery, mirrocs,
and even toys a¢ Christrnas time. Queries regarding whether a certain item was in
stock was likely to be met with the joking rejoindes, “I'm sure we have ic somewhere!®
All the stores cacried paint sundries, such as brushes, rollers, and trays.
The Kem-Tone brush, equipped with special bristles that picked up and carried
more paine than conventional brushes, proved especially popular. To supply these kinds
of items to its increasing number of stores, in 1953, Sherwin-Williams buile 2 plant in

- (3]
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Deshler, Ohio to make patching paste, caulk, brush cleaners, rollers, covens, and tays,
The Deshler operation was 3 unique faczory. set deep in farm country, with 2 produc-
tion line composad of more than 60 per cent women. Thiee years later, Sherwin-
Williams acquired the Rubberset Company of New Jersey and Canada, che world’s
largest manufacturer of brushes. Founded in 1873, in its cacly days, Rubberset had
manufactured shaving brushes, toothbeushes, hair brushes, and scrub brushes for
physicians. In 1934, Bristol-Myers acquired the company, and, thereafter Rubberset
cooperated closely with Du Pon, the producer of the first nylon flamena.

Together they developed the first nylon paint brush in 1943. Subsequenty, Rubberset
became known a3 a leader in the nylon brush indusery.

Throughout the 19508, paint sundries became faidy claborate,
providing decorasive challenges for the ambitious do-it-younsdlf customes In 1944,
Sherwin-Williams introduced Applikay, 2 new cype of double roller used only
with Super Kem-Tone. One of the two rollers laid on paint in one color, while the
ocher, with one of five designs etched into it, “appliqued” paint of anocher color
in a pattern onto the wall, much like offiet printing. Another new product, Multiesloe,
was & latex paint compased of 2 solid color base that also contained small fccks of
contrasting pigment. Multicolor spray painting was done by fitting s home vacuum
cleance with a special applicator and reversing the vacuum’s air flow,

Under Steudel, the company continued to lead the indusery in
promoting and advertising its paint producs. Az the time, Sherwin-Williams paint was
approximately 2§ per ceat more expensive than ocher brands, and it never weat
on sale. The theuse in macketing was to cacch the customer’s eye; once insids, the
manager would explain why Sherwin-Williams was the paint to buy. Store window
displays therefore concentraced on devices to artrace atceation. To replace the
ubiquitous pyramid of paint cans in many store froncs, Sherwin-Williams managers
devised other eye-catching ideas. One of the most successful was s device consisting of
three cans of Super Kem-Tone welded together, that revolved around & 90 rpm. The
whirling peint cans drew people into the stores, demanding to know how the devics
worked. Another cxample was a life-size, thres-dimensional S¢. Bernard dog withacan
of paint tucked under his chin and with & sign that read, “Rescuc drab rooms with
Supet Kem-Tone" ,

" The company also sought to retain its position as 2 premium paine
manufacturer through its array of promotional books and guides featuring Sherwin-
Williams products 2nd providing decorating advice. [n 1952, it modified the foor
design of its stares to create 2 nook for women to browse through its 100-page “Paint
and Color Style Guide.” The Scyle Guide was only available in Sherwin-Williams
stores, and occasionally, the manager would allow 2 customer co take it home
overnight. There was also a Style Guide “Companion,” an album of 139 pages
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pactraying the most popular Super Kem-Tone colors. Sherwin-Williams scores also
carried a color selector, known as the *Cascade of Colors,” which contained six-inch
square color chips that 2 customer could take home to compare with the cxisting
decoracive scheme of his or het home. By the eardy t950s, Sherwin-Williams was also
providing its customers with 2 “Color Harmony Guide® containing a fan-like
spectrum of painc colors to assist in the choice among 1,500 different color
combinagions. Over 200,000 “Color Harmony Guides” were distribuced annually
around the country for the next few years, and in 1959, over 500,000 copics were made
available chrough the dealer and the branch-store network.

The company also gave away 1 long-running promocional magmine on
coloe selection and painc application calfed the “Home Decorator” Although it was
also distributed through dealers and stores, *Home Decorazor,” ficse issued in 1910, was
specifically targeted to homemaken, and, in many sreas, local troops of Boy Scoun
and Gid Scouts delivered it door-to-dooe. In 1959, 12 million copies of *Home
Decorator® wese distributed, 8 million more than in 1953. Throughout the mid-tgéas,
the magazine, whose annual editions were unique within the industry, served
as an authoritative source of home decorating information bodh in the United $
and abroad. '

Branch stores also provided ocher helpful services to build business and
satisfy customers. For example, they established charge accounss aliowing customess to-
“paint now, pay later.” Customers could taks four to five months to pay for their
purchases without incurring interest ot carrying charges. Staces also arranged for free
home delivery of paints and other goods, foe free house inspections with the purchase
of paint, and for recommendations on relisble local painting contractors.

Anocher Sherwin-Williams service was the Kem Colormeter Mixing -
Machine, 2 power-driven device that was introduced in 1959, Unil che invention of the
Colormerer, developed at the Deshier plant, all painc was premixed and prepackaged at
the factories. Using the Colormetes, a paint merchant could dispense measured
amounts of concentrated colorant into say type of paine over 2,000 colors could be
mixed and dispensed in the store to customer specificacions.

Although architectural products coastituted about 30 per cent of
Sherwin-Williams business at this time, and consumed most of its arencion, the
postwar period saw significant expansion in the ares of industsial finishes. Innovation
proceeded 50 rapidly on the industrial side that, in 1959, over 50 per cent of
the company’s industrial Bnishing products had appeared on the market wichin the
previous four years. Each factocy relied oa its own rescarch lab, but to boost the
trend toward teghnological innovation, ground was broken on a2 acw major rescarch

facility in Chicago in 1960,
: : [n the same yeas, after 20 years & the helm, Sccudd nominated E. Colin
Baldwin to succeed him s president. As the compaay’s chief operacing officer, Baldwin
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managed operations, while Sceudel remained chairman of the board, directing policy
and financial matzers. AJthough Baldwin had alceady served 26 years with the
company, he had not come up through the ranks like previous company leadess; his
Harvard Business School education allowed him to start higher up. In 1946, he began s
long tenure as Sceudel’s special assistant, interrupeed by s brief stint a3 exocutive vice
president of the Canadian subsidiary. In 1959, he was named vice peesident and genenal
manager of the entire company. In conerast ¢o the congenial Steuddl, Baldwin was more
aloof He was also known to be very formal; visitors to corporate headquarters not only
wore tics and jackess, but many of them also brushed theit tecth before meeting with
him.

In the aarly 19608, Sherwin-Williams continued its work in produce
development, introducing & new exterior latex house paint called A-100. This followed
on the product line of exterior latexes called Loxon introduced in 1958, which were
used to cover stucco, concrete, and brick. The company also expanded its range of
paines to suic different customer needs. In addition to exterior paints SWP and A-100,
stores and dealers sold Super Kem-Tone, Kem-Glo, and a lower-priced line called
Excello, for interior use. They also sold Rust Control Primer to fight the “Rustoleum®
brand, and Macvethane, Sheswin-Williams's firse polyurethane retail varnish,

Sherwin-Williams alsa entered aew coatings industries in the first half of
the 19608. In 1961, for example, it began chemically finishing construction materials
while they were still in their prefabricated stace. This strip or coil-coating wark beame
increasingly important, especially as aluminum siding and mecal buildings grew
more popular. In 1962, the company brought out Kem-Clad and Super-Clad finishes
for pre-finishing wood, aluminum, sted, and metal, and Thermo-Clad insulating
vamnish for use with dectrical and electronics products.

During the postwar era, Sherwin-Williams made many improvements in
production, marketing, and distribution to keep up with rising demand. It continually

_introduced new products that affirmed its place as the industry leader, and
sophisticated promotional materials secured its repucation around the wodd. The
momentum built up by pestwar consumer demand and the extrsordinary success of the
Kem line allowed the company to reach an unprecedented level of growth, By the mid-
19608. sales of about $500 million placed it as number 178 in the Forsune wo list of
industrial companies. No other company in the paint industry had a distribution
system comparable to Sherwin-Williams; its approximately 1,850 branch offices and
33,000 daalers provided it with 57 per cent of its sales. In 1964, almost 2 century after
its founding, in celebration of its prosperity and growth, Sherwin-Williams chose to list
kuﬂgndubkﬂY&k&m&Enﬁum&
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CHAPTER G

In 1966, Sherwin-Williams celcbraced the tooth anniversary of Henry Sherwin's
entry into che paint business in a spirit of enthusiasm and confidence. During

this anniversary year, Sccudel retired a3 chairman after 58 years with the company,
leaving what appeared to be a very sound encerprise, free of debe, with recond-
breaking carnings, and commanding by far the largese shace of the market foe coatings
in the United States.

The growth and expansion of the Steudel era, however, masked
significant long-tcrm problems, many of which traced back several decsdes. One
fundamental tension arose out of the succass of Kem-Tone. During it finse 75 yeass, the
company had camed 3 reputation for premium quality exterior oil paint for
profasional painters. After 1942, however, Kem-Tone's extraordinary suceass took
Sherwin-Williams in 2 new direstion; the casy-to-apply latex paint was ideally suited to
the new mass markes of the do-it-yourself home decorator. Sherwin-Williams pussued
this market cagery by expanding its store network and aatering to retail consumers.
Stores reinforced chis erend by carrying many new home decorating and improvement
products, indluding waxes and polishes. Yet at the same time, chey still sold to their
traditional customer base of professional paintess and building concractors.

As long as demand remained high and the company prosperous, this
tension remained below the surface. The rising cost of taw macerials, however, xposed
serious problems. The coatings revolution of the 19206 and 19308 had made Sherwin.:
Williams accustomed to yearly decreases in the prics of raw matcrials. Each year,
the company raised retail prices a bit, resulting in a comfortable margin. This pattern
continued during World Was I1, when commodity prices and demand were boch
artificially regulaced. _ :

, " The postwar period brought 2 acw instabilicy to this way of life. With
the pace of chemical innovation slowing, and with the outbreak of postwar shortages,
the cost of raw materials began to level out before rising ominously. The paiac indusery

could no longer rely on an extra bit of macgia cach yese Sherwin-Williams's profics
began to deercase uncil, by che carly 19608, the company carned lass pee gallon than a
any tme in ics history. High volume masked this trend, but as the wremendous pent-up
demand of the postwar period tapered off, salcs began to slow and profits to plunge.
Sherwin-Williams suddenly found isdlf in the uncomforeable position of 2 high-cost
producer. Pare of the peoblem lay wich prpdudon cests. The company had remedeled
and built few plants during the postwar years, and as a result, many operacions were
outmoded and incfficient.
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In 1966, Baldwin embarked on 3 four-year, s120-million expansion and
divensification program, 2 projected expense that equalled the total capical expenditures
made by the company over the previous 31 ycans. Baldwin chose to fnance this
program by borrowing large sums for the firse time in the ;aénpsn)’s history. Sherwin.
Williams then proceeded t0 build or modernize 3 number of paint and chemial
plants, warchouses, and research and development fcilitics. lt opened an cfficient new
paint factory in Morrow, Georgia, a new conaainer plant in Elgin, Ulinois, and
chemical plants using new tianium dioxide and alkali blue pigment technologies. [t
also began work on 2 new research and development cencer in Chicago, named in
honor of Steudel,

Baldwin alse sought to divensify the company to offset slow growth in
the paint business. In pursuing such a stracegy, Sheswin-Williams followed the cxample
of many American companies for which tax laws and antitsuse consideracions made
diversificacion an actractive option at that time—in 1968, for instance, twice a5 many
business mergers occurred in the United Scates as in any previous year. Sherwin.
Williams made chree major acquisitions. Ia 1966, it bought Maumee Chemicals, 2
company which specialized in the production of saccharine 20d paracresol (used to
create BHT, 2 widcly used anti-oxidane that kepe food fresh). In aa effort to strengthen
the smail acrosol container line it had began in 1956, Sherwin-Williams also acquired,
in 1966, Sprayon Products of Ohio, a well-cstablished serosol packager specializing in
spray paint. Two years later, it acquired Osborn Manufacturing of Ohio, a producer of
power-driven brushes and custom-made foundry equipment. Osborn’s history was
closely intertwined with that of Sherwin-Williams, having been founded by AT,
Osborn, a former partnes, in the nineteenth cencury, of Henry Sherwin and Edward
Williams. John Sherwin Prescott, a vice president of Sherwin-Williams and grandson of
Henry Sherwin, served on Osboen's board of directors.

_ As a resule of these acquisitions, the company reorganized in 1968 into
theee functional departments. The paints, varnishes, and coatings department induded -
chemical coatings, trade sales, and automocive refinishes. The pigmens, coloes, and
chemicals department included the specialty chemical business and the pigmeat and
dye businesses, The paint-related products department induded sundries, such a8
contziners, trays, and brushes. ‘ ’

; Sherwin-Williams faced a serious challenge az this time arising from aa
merchandising oc discoust stoce cacering exclusively to the do-it-youndf deconatee =, . ..
market. Those discounters and mass merchandisers who wanted to sell the powerful :
Kem line in their stoces direcdy threatened Sherwin-Williams's carefully structured and
very successful discribution syscem foc its Kem products which it had built up in the
carly 19508 !uddgghpainzpmduauoneunifm price throughout the neswork of
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its approximately 1,500 company-ewned stores, 10,000 authorized dealers, and 30,000
specified Kem products dealers. In 1958, changes in the law brought an ¢nd to this
neework. Thereafter, Sherwin-Wiilliams and it affiliated companies, such as Martin.
Senour, Lowe Brodhers, and Lawrence, could only suggest, but not specify, retail prices
for Kem products,

Sherwin-Williams had tried to anticipate the rise of discounters, and
agreed to permic K-Mart department stores 10 sell its paint in leased departments.
There were 191 K-Mars around the country sclling Kem-Tone by 1567. Increasing
aumbers of discounc chains, however, wanted to sell Sherwin-Williams products, and
were able to obtain Kem and ocher paints from ies affiliates. Further changes in the law
required Sherwin-Williams to relinquish its exclusive deal with K-Mart and to0 release
its Kem brands t0 any discounter who wanted 10 sell them. These chains then sold
Kerm painus a¢ haif the suggesced price, and deeply undercut Sherwin-Williams's
company-owned stores and dealers. By 1971, with its exclusive arrangement lost, and
with price competition accelerating, K-Mart decided to assume control over Sherwin.
Williams' leased paint departments, although the company coatinued as K-Mars

F{
ppliee.

' In 1969, in the midse of this whirwind of change, Walter O. Speacer,
former chermist, Chicago plant manager, aad vice prasident of Operations, succeeded
Baldwin to the presidency. Baldwin, in turn, became chairman of the board. As 42,
Spencer was the youngest company prasident since Sherwin himself, and was expected
t0 “inject lacge doscs of innovation and vicalicy® into the company. His brightly colored
shirts, moustache, and long sideburns reinforced & brash reputation. Noting that he
dida' “always do what's expected,” he begaa to try to shake up the company. His
mission was to “work wonders” on Sherwin-Williams's dd—&inond organization and
conservative management team.

Having observed the overwhelming success of the discount recail chains,
and taken the messure of the booming do-it-yourself population, Spencer decided that
Sherwin-Williams should pussue the lucrative home remodding markes. Unless it did
30, he believed that the compeny would lose its standing in the macket. Spencer was
also convinced that the company needed to targes the newer and moce numerous
wmdmmaﬂmmm&mdyonmemdiﬁouﬂ and
simnkin.baofmmﬂmeﬂ.'%m«d’to bg]onem%uk
place if she had & decorating problem,” Spm‘agi.

mmmWﬂman

Spencer sought to transform many Sherwin-Williams banches into =
retailing operations. The company alresdy had the most exzensive stoce network in the
industry; what it needed, he insisted, was some image-polishing to atract the do-ite
yourself public. In 1972, the company launched ics “More than a Paing Scoce®

<
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advervising campaign. Stores were decorated with eye-cacching window displays
showing that they were rescue seations, beauty and antique shops, travel agencias, and
school houses—noc juse paint stores. The company offered uausual promotions in this
advertising campaign. For example, when a store was decorated like 2 beauty shop and

. the theme was "we beautify your home,” 1 customer could buy 2 n20 lighted misror for
s15. When the store was 1 travel agency and the theme was “your passport t0 1 painting
adventure,” 3 customer was offered luggage a¢ 2 discount. The company also ran fulle
page ads in Life magazine, showing its stores as rerailess of home-improvement
products seaffed with individuals wich specialized expertise.

Still, Spencer believed, more nesded to be done. “We wezen't going out
and asking out customers what they waated to buy, how they wanted o buy, and
where,” hew'We had noc upgraded the stoces and were no¢ aggressive enough in
the marketplace. Wa needed more pizazal® As & result, he inaugurated 2 more ambitious
retail strategy and launched & massive effort to upgrade some stores and to establish
others in metropolican mackews. These “Ides Centess® were designed to meet all home-
decorating nesds. Sherwin-Williams hited women to work in these stores, advertising
that customers could “Ask Shirley Williams® for advics on picking wallpaper,
carpesing, and draperics. By laze 1974, over 600 stores provided professional decoraring
consultants to assist customers, with a new “Color Harmoay Guide® to display
coordinated decorating idess at a glance.

At the same tims, the company embarked on an extensive macket susvey
dasigned to provide informazion about how employess, other companies, and members
ofhwﬂkzanfnwmh&nh'lmmmmmm '
alth mmoldamdd’sﬁvcbmhown.ueonﬁnd :hecompany’s
mpwﬁuof;mwuﬁaumu&eduamofmyhomi‘ Fost
items. “The logo had beea around foe 2 long time,” <o Spencer, but,t de :
company was more than the logo would indlcace.” He dwr.hexm;cd:dno:
capture the diversicy of Sherwin-Williams businesses, including ssccharin, specialized
chemicals foe foods and perfumes, organic chemicals, textile chemicals, contsinens, )
brushes, machinery and foundry equipment, adhesives (Sherwin-Williams had recendy
acquired Hadley Adhesives, founded in 1906, a cuscom formulator of glues and
adhesives), graphic arts, and serosols.

Raﬁudunmdnunmmdfuvhc “Caver the Earch” logo,
Sherwin-Williams choss to focus on its name, which the research showed was one of
the company’s strongest equities. Top management sought to convey & “broader”
image, and launched an ambitious corporate identification program to devise 3 new
print logo displaying its name in brighe, crisp, blue-and-white colors, and thea to
spread the new symbol throughout the company.

In 1975, as part of tha second stage of its resail thrust, Sherwin-Williams
opencd & new store, unique in the American home-desorating scene. This piloc
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venture, called “Decoracing World” and-located in Chadocte, North Carolina, was
many times larger than a craditional 4,000-3quare foot Sherwin-Williams beanch, and
was designed €0 act 23 a laboratary for new marketing techgiquas. Decorating Wodd
offered customers both 2 complete sclextion of decorating produca, induding paint,
wall and floor coverings, draperies and ocher window treazmenus, and scasonal icems,
like lawn fumiture and kitchen and bach accessories. All of these items were available in
various price categories. Decorating World also provided innovacive customer servicss,
such as “how to” decorating dinics and 2 child-care center.

Unfortunately, efforts to change the company’s image proved much more
complicated and cosdy than anticipaced. Creating a new logo and implementing the
corporaze identification system alone cost s15 million. Relocating, upgrading, and
enlarging stores and expanding product lines proved enormously expensive. Decorating
World, in particular, in the words of one Stores exccurive, was 2 “marketing suceess and
a business disaster——oo complex and too costly to operate.” Even after the upgraded
stores began o actrace home improvement customers, Sherwin-Williams management
had insufficient retail experiencs to aapitalize fully on theic patronage. The new retail
stracegy also risked alienacing the storeds craditional base of profassional painters and
building contractors. Ultimately, the company's thoroughgoing efforts to capoure 3 now
market while attempring to recain its craditional one made for 2 divided approach
that sesved neither sectoe propedy.

Forces external to the company further undermined Spencer's initiatives.
Half the cost of 2 can of paint derived from its raw materials, most of which were
based on petroleum. In 1974, the energy crisis caused raw material costs co skyrockes,
causing Spencer to acknowiedge chat, “in terms of margins, the good old days are gone,
particularly in the paint business.” Federal wage-and-price controls barred the company
from raising its prices and forced it to bocrow moncy to cover operating expenses.

1a addicion, Sherwin-Williams’ traditional steacegy of investing heavily in
raw materials was no longer paying off, and is Chemical Division began to lose money.
Technology was changing so rapidly that even large infusions of capital could noc
guarantes Sherwin-Williams 2 competitive market position. Many of che planss it had
boughe o built over the past decades produced pigments and chemicals that were in
danger of becoming obsolets in the costings business. Inscead of using 90 per cent of iss
own raw materials, Sherwin-Williams had ¢o sell 90 per cent o ocher companies; what
had beea vertical integration had become horizoatal integration, with the company
continually working to sell these products t ochess. Hopeful of a turnaround, Speacer
pressed shead, divesting, dosing outrighe, or converting & aumber of pigment and

" chemical planes.

hxmham&wmwmmmw
using Sherwin-Williams branded paints as loss icaders, Spencer made & controversial
decision to remove Sherwin-Williams paints from all mackets exceps the company's
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own stoces. [a return, the company gave its longtime dealers generous finandial terms
and propased that they sell the Mastin-Senour brand instead. Many dealens,

however, chose rival brands with more established market shares, and Sherwin-Williams
lost 12 million gallons of paint sales in the transition, representing 10 to 5 per cent

of its total paint sales volume. Although implementation proved cosdy, this move

was seen a3 imperative for Sherwin-Williams to recapeure its owa name brands and to
allocate its different paint lines strategically berween mass marketers, dealers,

and its own stores,

Spencer also sought to replace old piants and technology. To become the
low cost producer of the coatings industry, he earmarked s100 million in capital
investment to build two new plancs, an enamel and lacquer coatings ficility foc auto
refinishing in Richmoad, Kentucky, and an emulsion plant in Chicago. The plane
dedicated to the automotive refinish business was long overdue. In 1958, Sherwin-
Williams had invented acrylic enaml, a significant technological breakthrough that
applied easily and dried instandy. From this invention came 2 new product, called
Acryiyd, that was introduced in 1963. To show how easy it was to use, demoastratos
applied Actylyd in tuxedos. This new acrylic enamel techaology, and later, isocyanate
technology, proved 5o successful that, in the 19608, the company began to open its own
specialty automotive branches. Business soared for the “refinish experts,” as they
called themselves, and Sherwin Williams went from last place to become the number-
two supplier of auto refinishes in the United States, and third or fourth in the
world. By 1975, Sherwin-Williams opcrated fifty sutomocive branches; with business ' -
increasing at 20 per cent 1 year, automotive refinishing was the fastest growing
part of the company.

Despite its success, the suto finishes business suffered from second-class
status in the company ks managers had to “beg, bocrow, o¢ steal® production capabilicy
out of the coatings planes and adape this, which was difficult a3 auto refinishes invoived
“high tech® processes which were expensive. The decision to build the Richmond
plant was & dleat signal that the company was serious sbout developing this area of its
business. Wich ics new production capabilicy, the division actively pusueda
multibrand strategy of selling Sherwin-Williams automoxive refinish products from ics
branch stores direcdly to body shops; sdlling its Mastin-Seaour brand to National
Automobile Parts Association (NAPA), a distributor that was the world's largest chain
of automotive aftermarket stores; and selling its Acme and Rogens brand through still
other chaanels.

Industrial coatings was anocher business segment that yielded innovation
and expansion during the 19708. The coil coating business, one of the fastest growing
paint markets, grew at 1§ per cent per year and involved 2 wide range of customers,
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including the business machine, structural steel, and the zircrak induseries. Innovadive
industrial coatings research and development emphasized energy-efficient coatings. In
1971, for example, Sherwin-Williams introduced Polane, a successfial new induserial
polyurethane finish which could be applied to 3 wide variety of surfaces without
baking, and which was very effective for use on heat-sensitive plastias. Polane, which
had been first developed in the 1960s by the Lowe Brothen affiliace, soon sex the
standard in the indusery
_ Despite positive showings by chemical coatings and sutomocive

refinishes, and even though sales volume for the rest of the company reached an all-
time high, Sheswin-Williams eamings in the eady 19701 continued to be disappointing,
having dropped steadily from their peak in 1966. In fact, the rapidly sccumulared
acquisitions and the capital expenditures of the late 19604, combined with the furcher
expenditures and new directions of the 1970s, had produced 1 highly diverse, detx.
laden company. Speacer remained upbeat, however, coatending that "a pricehad to be -
paid” for the new Sherwin-Williams, and that in fac, the company was approaching i
strongest posicion in yeass. In 1976, he iniciated a wave of selling off operacions,
including Osborn and a textile chemical plant. The compaay also sold planas in
Dezroit, Dayton, Gibbsboro, and in Europe, as well 25 s lab in Toledo. All told, it took:
$16.4 million in write-offs from these transactions. .

When he firsc took office, Spencer had been determined to reveme. -+
Sherwin-Williams's 100-year history of centralized control. He had long chafed at the
company’s top-down organization and the paternalistic relacionships that grew
out of it, convinced that such s system was increasingly ill-suited to a rapidly changing
business environment. Searting in 1971, he began a series of restrucrurings in order
to change the company “from s traditional, highly centralized, functionsl organization
to several business area ocganizations, each headed by cne man respoasible for sales,
production, research and developnent, 2nd sccounting and control in his business area.”

The compeny reorganized along divisiona! lines, creating five profic
centers of Costings, Chemicals, Auxiliaries, Incernscionsl, and Sprayon, all of which
were organized into groups. It instituted & formal strategic planning function and over-
hayled the finsncial office. In 1976, Spencer restructured the Coatings Group under
its own vice president. He then broke it into theee divisions, Consumer, Automexive
Refinishes, and Chemical Coatings. Although he sought to make each of these
responsible foc its own profics, sales, manufacturing, distribution, 20d research and
development, chey were not decentralized in theit operations, and were not true
“profic centens.” In additioa, the overarching corporate structure remained in place.

By 1977, this restructuring was essentially complete. Under the new
system, the Coatings Geoup included foe the first time under one umbrells the diverse
- collection of sutonomously run affiliate companies and all the different subsidiaries of
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Sherwin-Williams. [c was, in turn, restructured into five divisions. These included
Consumer, which encompassed all preduction, technical development, distribution,
and direct sales of paint, other than chemical coatings and auto refinishes; Trade Stores,
which was responsible for all sales, merchandising, advertising, and operacion of the
company-owned stores; Chemical Coatings; Automotive Aftermarket branches; and
[nternational Coatings. Other groups included Chemicals; Packaging Products, which
managed containers; Specialty Products, which managed Speayon and Hadley
Adhesives; and Sherwin-Williams Canada.

Despite Spencer’s determined efforts, Sherwin-Williams remained, in his
words, “a troubled company.® Although he predicted that it would break even in 1977,
the actual financial results for that year proved much worse. At the end of the fourth
quarter, the company reported a loss of $8 million on sales of s1 billion, and its interese
expense exceeded its carnings. Sherwin-Williams was unable to pay its dividend
for the first cime in ics history, and it owed 3196.6 million in long-term debt. The value
of its stock had plunged from the high $40s to the s20s in little more than five years.
Following this distressing performance, seriotis questions were raised about the
company’s financial controls, and the board of directors re.organized itself to indude
fewer insiders. As the stock price slid precipitously, the company became a takeover
target. Several Cleveland campanies considesed buying Sheswin-Williams, and
Gulf & Western, 2 well-known conglomerate, was on its way to acquising 13.4 pet cent
of the company’s scock. ~

In March 1978, Spencer resigned, citing the frustracions of wrying to
decentralize s company of Sherwin-Williams's massive size and formidable traditions,
and of trying to fashion 8 market-driven organization from a production-focused
structure. “The job is no longer any fun,” he said. He was succceded by 6o-year old.
interim president William Fine, who had been 2 member of the boand for over cweary
years, and who had held of 3 number of top financial and operating positions
in the company. In the meantime, the board launched a search for 2 new president.
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CHAPTER 7

Shcrwin-wmiams ended che 19708 in erisis and eatered the 19908 in prospericy.
Locking badk over these years, the story divides into three Qidy distinet

periods: 1 curnaround phase, a search for new growth opportunities, and finally, the
present phase, scill unfolding, ia which the company is refocusing oa its core
business of coatings. : v

In January 1979, with bankrupecy looming, the board dramacically
broke with tradition, hiring an outsides, 4-year old John G. Breen, as president and
chief executive officer. The Cleveland-bor Breen had been 1n executive vice president
1t Gould,  large divessified company. Az Sherwin-Williams, he quickly became known
foc his aggressive management style and bluat ik, In face, in his stroagly-heid
tradizional values, and deep impatience with self-indulgeat habis—epecially those
that had an adverse affect on the company—he resembled Henry Sherwin.

Within 2 few months, Breen departed from past Sherwin- Williams
practice by assembling s youthful, professionally trained, top management team.
Conway G. lvy, 2 soft-spoken Texan with whom Breen had worked 1t Gould, arrived as
vice president of corporate planning and development. Thomas A. Commes, & risk-
taker whose experience with troubled companies made him ideal foe Sherwin-Williams,
and who had worked at Gould 25 well, was named senior vice president of finance.
Although Breen freely admitted, °I dida't know s dama thing about the paine
business,” the new mansgement team broughe & tough-minded approach, which
incduded rigorous planning and implemencation methods and tight financial contrals.
In addition to chese newcomers, Beeen relied heavily on a strong base of long-time
operational heads and middle manegers to provide knowledge and concinuiry.

The immediats priotity was to reverse the company'’s financial slide.
Sherwin-Williams's ballooaing long-term debe and its chronic reliance on short-term
borrowing to finance ity day-to-day operations made bankruptcy seem a ceruainey.
“My estimase, after spending a month here,” noted Ivy, was chac “we were probably six
months away from bankrupecy.” Others disageeed, chinking it might be nine months or
ten. The fisse step, then, was to determine where the company made its moaey and to
generate cash quickly. Sherwin-Williams began negotiating with suppliers foc extended
payment schedules, the implementacion of cash management techniques, and the
drafing of checks from the branch stores to headquarten electronicaly.

: The next move was to understand and obtain control of the Sherwin-
Williams's many differenc businesses. To gacher daca, the new management team mee
moathly with all cop executives to review operations. Given the company'’s forrunes 1
the time, these first mestings were sometimes pretty grim. In detailed written plans,
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managers xplained the natuce of their businesses, induding praducts, strengths,
weaknesses, competicors, and future plans, Every division begaa to submit annual
operating plans, and from these, che company developed comprehensive policies thae -~
included budgeting, strategic planning, and management asicssment.

The secting of these mectings vividly highlighted one sspez of the
culture change brought by the new management. Beoen immediacely created a stirby
holding them, over box lunches, in the company’s boardroom in Cleveland
headquarters, This room, which had slways been kept closed when the board was not
in session, with 1 pad over its conference table, had the ir of 2 “mausoleum.” Within
weeks, hawever, it took on 2 moce lived-in feeling, _

A series of strategic planning sessions, aztended by top executives and
division managers, were direczly tied inco the new budgeting process. These provided
the necassary information for Breen's management asscssment plans, which foemed the
scructure for the company’s future direction. Serategic planning and budgeting were
“boctam-up”® efforts. One of the first things that Breen made perfecdy clear was that he
did not expest to run the company from che top. Instead, suchority to set goals and the
responsibilicy to fulfill them was delegated to people as far down in the company as
possible. Top management played devil's advocate, ensuring that goals were realistic.
Afer that, Commes noted, top management got “out of their way and let them do
their ching!® ‘

By giving operating staff the autonomy to make imporrant decisions, and

. by insulling information systems that could measure and coordinase objectives, the

campany effectively reversed it historical arientacion toward centralized control, For
the fiesc dime since the divisional structure had been introduced in Spencer’s era,
divistion mansgers were held directly accountable foc their performance.
Decentralization proceeded fusther by converting the company’s nine domestic
divisioas into profic centess, and by insulling s rigorous management sccounting
system that charged the divisions foe the use of working capical and fixed assens.

' . According to che vice president of human ressources &z this dme, Breen
was “sbsolutely unreleating in terms of performance.” To Breen, it was siiple “Once
the plans had beent agread upon, people were expected to do what they said cheyd do.”
His demands foc accountabilicy and responsibilicy were 2 deamatic change for those
Sherwin-Williams employees who expected to receive theie boauses once 2 yeas like
dockwock and for those who thought of themselves as wacking fo the company foe
life, During these £t years, many difficult decisions had to be made sbout personnel.
The standaeds were high but everyone was given an equal shox to succeed. The
turnover was mor drastic among the company's top executives, while 1 strong cadre of
experienced operations managers remained. To monitor and ceward performance, the
company instituted executive plans tied into the planning, budgeting, and the
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management assessment peocess. [n addicion to the top executives, Sherwin-\Williams
developed compensacion plans tied to incentives for many ocher employens, particulady
store managess and sales ropreventatives.

These measures had ¢ positive cffect. By the fall of 1979, the compaay
had cut its long-term debe by s25 million, stockpiled s110 million in cash, and doubled
its accounts payable, On October 30, 1979, Breen convineed Gulf & Western thae
the coatinuing possibilicy of a takeover hurt cfforts to rebuild Sherwin-Williams. The
company bought back its ousstanding shares, which amounted to 13.4 per ceac, for
sa: million. Following thar crucial succsss, Sherwin-Williams restored ics dividend, ,
which ic had been unable o pay since 1977. [n 1980, Breen was clected chaicman, and
lates that yeas, after conferring with employess and outsidens, he revived che :
“Cover the Eardh” logo. ’

Removing the takeover threat marked the end of Sherwin. Williamy'
short-term crisis and the beginaing of 2 decade-long second phase, characterized by
growth in the coatings business, by divestiture of the unprofitsble Chemical 10d
Coaniner Divisions, and by shoet-term diversification into drug stores. As this time,
Sherwin-Williams was still organized in fous basic business segments, or Groups. The
first and largest was the Coatings Group, which coasisted of four operating divisions
the Chemical Coatings Division; the Retail Scorcs Division (of 2pproximatcly t,400
stores); the Consumer Division, which manufacrured paint and distributed it through
vasious marketing chanacls o home centers, national rerailers, and hardware dealers;

and the Automotive Aftermarket Division (formedy Automodive Refinishing), which
" made and distributed coatings for vehide repair and maintenance. The remaining three
business scgments included the Chemicals Group, which produced additives used in
agricultural chemicals and foods 1nd beverages; the Contsiner Group, which provided
cans foc paines and odher coasumer producss; and a Specialty Group that manufacruced
painting tools and sccessorics such a5 beushes and rollers. To facilitate trus
- deceatralzation, Broen diminated the Group Yics Prasidents who had repocted to the
president. Once froed from this cumbessome management layes, the heads of the
operating divisioas chroughout the company reported dircedy to Beeen.

" “The Coatings business was by far che strongest scgment. Steady demand
had risen over the 19708 for new chemical coatings, pardy because metal had doubled
its share of the construction componcnts market. In 1979, the Chemical Coatings
Division introduced a product called SuperClad 1100, 2 heat-cured, high-pesformance,
and Jong-lasting vinyl coating foe the aluminum siding industry. The divisioa also
introduced its PowerClad procass, which produced the it full-gloss, gloss-resentive,
cathodic finish foc dectrocoating general metals and farm cquipment. In addition, the
division developed an important niche market in priming original equipment foc
plastic automobile parcs. In 1984, an advaneed formulation called Polane GlasClad was
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introduced that reduced the cure cyde required for the priming of 2 shece-molding
compound by 50 per cent. Auco manuficruren could increase cheir production output
by using GlasClad-treared, and after 1986, PermaCladsereaced, automotive body parss.

The Automotive Aftermarker Division of the Coatings Group was
another area with strong growth pocendial. In 1979, it introduced Sunfire, 2 highly
durable acrylic urethane enamel. Sunfire so0n gave Sherwin-Williams the lead in the
premium automobile refinishing marker because it was the fe¢ air drying fnish chas
cqualled the durabilicy, gloss, and calor reteation of a factary-baked coating. Later, the
division introduced and then refined, 1 line of Ultra Base 7 acrylic urcthane finishes. In
1988, to expand market share in the production shop segment of the industry, Sherwin-
Williams acquired the assets of Western Automotive Finishes, Inc., 2 Texas company.

~ Even the Scores Division—long considered a troubled business—
experienced s rebirth in the 1980e. Despite their brosder retail service orieatation
during the 19708, the stoces sill mainly served 13 a distribution network for Sherwin-
Williams products. “\We had that manufacturing mentalicy. We were going to make
what we want to make, and the (scares were] going to fiad s way 10 sell it,” noted one
Consumer Division executive, This attitude altered in the early 198cs, when Sherwine
Williams began to change to & “marketing pull company rather than s manufacturing
push company.” One canlyst for change was the aewly iastalled management
accounting system, which revealed that the reason the compaay's paint factories always
seemed to be awash in money was because they were sclling to & captive customer, the
Stores Division. Once the charge for wocking capital snd oches, tighter finsncial
coatrols had been installed, the Scores Division began operating in the black foe the
finse timte in ics hiscory. .

Throughout the 19808, Sherwin-Williams worked to resolve the dilemma
of the customer bese of the branch stores. Although the do-it-yoursdf decocator market
incressed from s quarter of branch store sales in 1978 to 4 third in 1983, the cemainder
of salcs were generaced by paindng contracton. Although Sherwin-Williams believed
thas recad sales 10 do-it-yourself customers were important, ic needed to carges this
market segment more carefully. The company decided to dose Decorating Wodd and
scale back the other larger decoraring cencens to fullline paint and wallpaper sores. It
ineroduced new costings products, such as Super Pain, 2 premium quality interior and
exterioe lagex that carried & ten-year warranty. In 1983, the Scores Division began 2 new
multimedia campaign that advised customers to “Ask Sherwin-Williams.” The
company also coatinually rechough its stace location skrategy, and, in 1983 done,
closed many branches and opened fifty ochers in different locations. Az the same time,
the Stores Division embarked on the biggest single promotioa in company histery,
aalling foc 2 one-million-gallon pain sale, and coining the slogan, “Take Charge: Its
Up to Mein ‘83" '
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Anocher dilemma @ue impeded Sherwia-Williams's growth in coscings
whnd&rnonoud@&umpmmayamon‘Wm
who were oace sgain ciamacing foc Sherwin-Willlams brands. To resolve this problem,
the company developed an ambitious multi-brand producrion and distribucion
serategy. It began in 1980 by acquiring the well-known Dutch Boy name and paine
facilities. Sherwin.Williams intended to offer Dutch Boy o retailers and discounters,
while reqaining the Sherwin-Williams brands in its own stores. The company also
received Dutch Boy's Baltimore Paint and Chemical Corporation subsidiacy, s
Maryland company feusded ta 19t9 that specialized in traffic pain, together with ins
paint factocics in Baltimore 2nd Los Angeles,

By 1985, the Dutch Boy investment began to bear fruit, Sherwin.
Williams sold Dutch Bey to home centers and other mass retailecs and sold Dutch Boy
Super Kem-Tone to discounc chains. Aldhough difficulcies arose initially because
Dutch Boy had beea a dealer brand, Sherwin-Willlams removed Duech Boy from the
dealer chanad and replaced is with the Martin-Scaour brand.

Alongside its effors to build the coatings business, Sherwin-Williams
began investigating other industries wich fuscer growth rates s an approprists way to
diversify. In 1981, Sherwin-Williams was asked to step in 13 & “whits knight” w0
wveard off 3 takeover attack on Gray Drug, s Cleveland, Ohio chain of drugsaces. After
deugsors made moet of their money ia the fll and wincer moaths, this business mighe < -
be the ideal countercydiical divensification foe which they had boen searching, Sherwin-
Williams bought Gray Drug foc 855 millioa ia cash. With this purchase (and
with the stoees from Drug Fais, which Gray had acquired six moaths cadicr) Sherwin.
Williams created & acw Drug Scoos Division, encompessing some 450 drugstoces.

Mw.wg«um»m«m )
the company, based on the costings and chemicals businesses, and to acquire othes, .
high-growsh lincs, it came to roafise that some of izs unpeoBrable lines would have w0
ba divested, The Coatsiner Division, Sor example, came under special scrutiny after the
new finsncial concrols, and the strategic planning process, revealed that its profits were
illusoey. Sherwin-Willlams had produced containers sincs 1874 and was sill making
round peing cans, as well a5 scrosol and obloag cans, primarily for excernal sale.
Making cias was 4 big business, {a fact, not couating companics making food and
beversge cans, Sherwin-Williams was one of the lasgest peoducess of gencral-line cans
in the country. In order to keep profits up, howeves, it chacged Sherwin-Williams's
internal businesses more foe cans dhan it would cost the company could buy elsewhere,
[n addition, the division sold 75 per cent of its can outpuz to competing paine
compaaies. [n 1984, cherefore, Sherwin-Willisms divested the Container Division, but
continucd buying the cans from the new owaee
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Similadly, although the company had initially considered the chemical
industry & prime area for future diversification, the Chemical Division’s continued
losses in the cardy 19801 made it ripe for divestiture. [n 1983, when the federal
government extended iny saccharine ban, Sherwia-Williams- realized it would need to
devise alternative aificial swesteness to remain competitive, Not only did the division
lack the rescarch resources required for this particular purpose, it also lacked the funds
to develop octher new chemical products. In addition, the cyclical nacure of the
chemical business was a problem. Discussions concerning the Chemical Division's
long-term viability led to its divestiture, in 1985, to PMC Specialties Group. By the sale,
Sherwin-Williams automatically removed itself from a number of businesses, induding
paracresol, alkali-blue pigmeacs, saccharsin, triazoles, and zine oxide,

Sherwin-Williams also reached a turning point with the Drug Scoce
Division it had formed in 1981, as this continued to report profics below the compeny’s
threshold of secepeability. Although the company had investad an enoamous amount of
managemen time in the Drug Score Division, and led it through & number of
important reorganizations, research in the mid-1980s showed that the divisica would
require another 3300 million to make it into an important presence in the drug store
indusery, “We goe the drug store business from losing moaey to making moncy,” noted
Commes, but this was only “2 mocal victocy as opposed to 2 real economic victory.”

‘Rather than continue to invex, in 1987 Sherwin-Williams sold the division, fors profit,
to the Rite-Aid chain. ‘

. The sale of the Drug Scoce Division ushered in de chird and cusrent
stage of the Breen ers, in which Sherwin-Williams, having shed its last noa-coatings
businesscs in oeder to concencrate its capital and management resources squarely oa
costings. No other company in the costings industry possessed Sherwin-Williams's
remarkable advancages. It was by far the largest, wich a vast necwock of over 2,000 paint
and austomoive stores; it nearest compericor, by coatrast, had anly 380 paias branches.
Sherwin-Willlams plinsed to build on these advantages. Is experiences during the
1980s had tsught mansgement that cffors to divenify, and to build market share in
industries In which the company occupied & minoe position, harmed its core business.
Top mansgement, which a3 of 1986 consisted of Commes s president and chief
opecating offices, with Breen recsining the chairman and chief executive officer
positions, vowed “scver again” to divert resources and management attention as the
company had done in the 19608 and 19708, .

In addition to improving its market share in costings, Sherwin-
focused oa improving cuscomer service, and the lacter half of the 1980¢ saw a significant
amount of invescment in this ares. In kecping with Breer's strong interest in employes

performancs and respoasibility, Sherwin-Willlams gave special arzention to developing
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- "~ ios saff from within the organizacion. The company initiated a number of programs
A dasigned to build management depth and develop the company's future leadenship. A
formal management training program for store managers was implemented, and maay
other areas of the company became incressingly professionalized. Breen, who oftea
spent half s day with each class of new trainess, believad these training and
development programs were essential; his of-quoted “Breenism”® was “smart people
plus hard work equals success.” :
As part of its new emphasis on coatings, Sherwin-Williams took 3 series
of important steps in product development, productioa, and distributica. In 1987, -
; over 100 new toces were opened and many new sales representatives wese hired. In
1988, for the fizst time in 12 years, Sherwin-Williams updated its coloc syscem,
 introducing the “Calor Answers Char,” s sate-of-the-art reference of colors for
interior and excerior use. More significandy, there was s renewed commitment o
quality throughout the organization. The company also made important acquisitions in
coating companics with suwrong niche positiong. Building on its 1984 acquisition of
Duplicolor, & coatings company thas specialized in sutomobile aftermarket painw, in
1990, Sherwin-Williams bought the Kryloa and lllinois Bronze sercsal paint operarions
of Borden, Inc. The Krylon aame came from s 41-yesr old Pennsylvania company that
. : carried a complete line of speay psints and acrylic costings. The Illinois Broazs Paint
Company name was that of a ceacury-old, Chicago manufacturer of serosol and oil-
o based brushing peincs. That same yeas, Sherwin-Williams also bought the architectunal
- ’ costings business of DeSoro, Ine. An Illinois company which traced its roou back to
1910, DeSoco was one of the largest paine manufacturers in the country and it
architectural coatings business supplied privace label paints for chains such as Seacs and
Home Depoc. The sddition of DeSoco to the Custom Paint Products Group made
mw&mmw:mwwofmmuhbyw
Thamfsdc&mwmmubud&n;m:hmhdn
coatings industry was timely, Discount and home decorating chains that catered to the
doit-yourself market had grown to become the biggest scllers of paint. These stores
< -« preferred to rely on one oc two major suppliers that sold national brands and provided
. As it psuses 1o observe the 135th annivessary of its founder’s entry into
the paint business, Sherwin-Williams seeks to increase ics lead in the coatings industry.
As Breen has pointed out, “Ous mission is 10 be number one in every business we're
in.® The company’s multi-brand srategy of placing its paint and other contings in 2 \l/
many different channels of distribution as pessible gives it 8 good chance to succeed;
indecd, for the Rt time sincs it introduced Kem-Tons in 1941, its many brands are
clearly positioned in the marketplace. Similadly, in its automotive aftermarket and

Cont e ﬂcaws < 4n QOQL(W.V AL SQ;RM-WL&@
e m‘- Ay Conwche,

. ‘ arwo CFu Compaiy
| vand wameybowt to Daxwo cellens, o ©
0007-SWP-034675 . ‘ MIUM S*va CSM‘* Y/
Y

SR P




1N ]

Pmtccung the A

Back rew, lefi 1o righe,

Robere 8. Venick, President, Pains
Seorss Group; Jobm C. Macasee,
Presidens and Gen. Mgr., South
Ceneral Division, Paint Ssoves
Greup; Blair P. LaCouv, Previdens
and Gen. Mgr., Mid-Consral
Division. Paint Steres Grenps
William 8. Eldredge, Previdens,
International Group; Robers E.
Kinney, I'rmlat and Gen. Mgr.,

Senier Vice Prevident- Finance and
Chisf Financial Officer; Williams
E Pannill, Vice Presidens-
Administration; Jobn L Aule, Yico
Lresident-Corperace Concrellev;
Themas A. Commes, Drevident and
Chief Operating Officer: James E.
Renshaw, President and Gen. Mgr.,
Eastern Division, Paint Stores
Group.

for 125 Ye

mcncan Drcam

CCU’S’

Middle rew, left ta right,

Joseph M. Scaminace, President and
Gen. Mgr., Specialsy Producss
Divisson; Richerd M. Wilson,
Prevident end Gen. Myy.,
Sensheastern Division, Paine Stores
Group; Frank £ Buslev, Presidens
and Gen. Mgr., Consumer Divicien;
Joim G. Breen, Cligirman and
Chief Extentive Officer: Conway G.
lop Vi V‘:rl’m:&ualfm

Frons Row, left 10 righs,

James W. Krause, President and
Gen. Mgr., Autometive Division;
Themas Kreeger, Vice Presidens.
Human Resowrces, Larvy J. Piterak,
Vies President, General Counsel,
and Secretary; Lowis E. Stellate,
Assistant Secretary and Corperate

Director of Taxer.

0007-SWP-034676



CitarTeR 73 RENAISSANCE (M COATINGS

chemical coatings businesses, the company's varied brands are channeled among
different markets and cover 3 wide variety of uses. By using a stracegy of developing its
coatings business more fully and creating for itself a lacger position as a marketer of do-
it- yourself products, Sherwin-Williams is ideally positioned for fucure growth,

Although much about Sherwin-Williams has changed over the past 13§
years, much remains the same. The company continues to lead the paine industry, and
its current strategy, to focus on quality coatings, harks back to its founders. In addition,
with Breen senting the tone, the company has reemphasizad its eady traditions of
honesty, integrity of dealing, hard worl, and fiseal conservatism; Contingham's *Code
of Principles” is prominenty displayed chroughout the offiess of top management.

In 1991, Sherwin-Williams is one of 2 small handful of United Seates
companies to lead its chosen industry for more than 2 cencury. During the past decade,
the company has shown steady growth and profitability. Looking ahead, it cxpects to
continue to grow its market share and to improve customer service. If its history is any
guide, Sherwin-Williams's succensful combination of tradicional strengths and values,
and its modern management techniques, promise that it will remain “America’s Paine
Company” for a long time to come.
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NOTE ON SOURCES

Sherwin-Williams has always been proud of ies history, and ia vasious
hiscorians and archivisss have prescrved & wealth of material from che eady
years. This book would have been far barder @ produce, for example, wichout
the effern of people like W.R. Sicplien, an g2rly mansger who gathered many
documents aver the course of his eareer and wrote descripeions of all aces

of Sherwin-Williams hiswey.

This book is based primarily upon inemal sources, upon macerial in
che public record, and upon the oral intrviews noced above chat were

conducted foe chis project.

Unless ocherwise noted, all quotations and citadons from the textare
drswn from internal sources at Sherwin-Williams. As chese documena are
proprietary o the company, we have not footnoted them for chis volume, and

cite only references from sources available w che public.
Cltadons from published or public sources

Page 3% “.. .would pass for a Pilgrim facher.” from Roy Rutherford,

*Joy of Living and Working Fill Typicl Americas’s Life,” in
By Grown Talk A Ssery of American Inisistive,
Cleveland Plain Dealer (Cleveland, 19448), p. 79.

Page 77 “dida’t always do what's cxpected.”

Chemicel Week (Apeil 1, 1970), p. 102,

Page 79: “We weren't going out and asking our cussomers. . .*
Busines Wock (Febeuary 23, l”‘_).p..

Page 85t “upeict had oo bepaid .. .*

Businc Wark (March 27, 1978), p.

Pags 8% “from s vadiional . . .°

Wall Sirvet Tranuript Juas 24, 1974), p. 37360,
Pags 871 " troubled company.®

Wakl Sirves Transerips (Juoe 28, 1976), p. 44.077.
Page 87: “The job s 80 longer 2ay fun.”

The Now York Timas (ugune 3, 1978), D1.
Page 91 1 don't know s dama ching abous the paint business.”
Financiel Werld (Aagus 13, 1980), p. 29,

Page 103 “Our mimica is...*

Budnen Wack (May S, 1986), p. 90.
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