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NEWELL COMPANY:  THE RUBBERMAID OPPORTUNITY1 
 
 
 
Professor Joseph N. Fry prepared this case solely to provide material for class discussion.  The author does not intend to illustrate 
either effective or ineffective handling of a managerial situation.  The author may have disguised certain names and other identifying 
information to protect confidentiality. 
 
Ivey Management Services prohibits any form of reproduction, storage or transmittal without its written permission.  Reproduction of 
this material is not covered under authorization by any reproduction rights organization.  To order copies or request permission to 
reproduce materials, contact Ivey Publishing, Ivey Management Services, c/o Richard Ivey School of Business, The University of 
Western Ontario, London, Ontario, Canada, N6A 3K7; phone (519) 661-3208; fax (519) 661-3882; e-mail [email protected]. 
 
Copyright  ©  2000, Ivey Management Services Version:  (A) 2010-01-11 
 
 
 


                                                           
1This case has been written on the basis of published sources only.  Consequently, the interpretation and 
perspectives presented in this case are not necessarily those of Newell Company or any of its employees. 


In October 1998, the board of directors of the Newell Company was considering a proposed merger with 
Rubbermaid Incorporated to form a new company, Newell Rubbermaid Inc.  The transaction would be 
accomplished through a tax-free exchange of shares under which Rubbermaid shareholders would receive 
Newell shares valued at approximately $5.8 billion at a ratio which represented a 49 per cent premium on 
Rubbermaid’s current stock price.  At the time of the transaction the annual revenues of Newell and 
Rubbermaid were, respectively, about $3.2 billion and $2.4 billion. If approved, the agreement would mark 
a quantum step in Newell’s growth, but, equally, it would pose a formidable challenge to the company’s 
demonstrated capacity to integrate and strengthen its acquisitions. 
 
 
NEWELL:  RIDING THE ACQUISITION TIGER 
 
In 1998, the Newell Company had revenues of $3.7 billion distributed across three major product 
groupings:  Hardware and Home Furnishings ($1.8 billion), Office Products ($1.0 billion), and 
Housewares ($.9 billion).  Over the past ten years the company had achieved a compound sales growth rate 
of 13 per cent, an earnings per share growth rate of 16 per cent and an average annual return on beginning 
shareholder equity of 21 per cent.  These results were consistent with Newell’s formal goals of achieving 
earnings per share growth of 15 per cent per year and maintaining a return on beginning equity of 20 per 
cent or above. Further financial details on Newell are given in Exhibit 1. 
 
 
Acquisitions 
 
Acquisitions were the foundation of Newell’s growth strategy. Given the relatively slow growth of the 
product markets in which it chose to operate, Newell’s corporate goal for internal growth was only three 
per cent to five per cent per annum — with internal growth being defined as the growth of businesses that 
Newell had owned for over two years.  Actual internal growth in the past five years had averaged about 
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five per cent per annum.  This put a premium on acquisitions if Newell was to meet its aggressive growth 
targets.  Indeed, over $2 billion of its current sales were the result of over 20 acquisitions made since 1990.  
 
Newell’s approach to acquisition was both aggressive and disciplined. Its targeted acquisition candidates 
were generally mature businesses with ‘unrealized profit potential’ which further passed a number of 
screening criteria, including having a: 
 
• strategic fit with existing businesses — which implied product lines that were low in technology, 


fashion and seasonal content and were sold through mass distribution channels.  
 
• number one or two position in their served markets and established shelf space with major retailers.  
 
• long product life cycle. 
 
• potential to reach Newell’s standard of profitability, which included goals for operating margins of 15 


per cent, and Sales, General and Administrative costs at a maximum of 15 per cent. 
 
The size of the acquisitions varied.  In 1996, Newell made one acquisition for $46 million cash, in 1997, 
three material acquisitions for $762 million cash and in 1998 to date, four material acquisitions for about 
$413 million cash.  Once acquired, the new companies were integrated into the Newell organization by 
means of an established process that had come to be called “newellization.” 
 
 
Newellization  
 
Newellization was the profit improvement and productivity enhancement process employed to bring a 
newly acquired business up to Newell’s high standards of productivity and profit.  The Newellization 
process was pursued through a number of broadly applicable steps, including the: 
 
• transfer of experienced Newell managers into the acquired company. 
 
• simplification and focusing of the acquired business’s strategy and the implementation of Newell’s 


established  manufacturing and marketing know-how and programs. 
 
• centralization of key administrative functions including data processing, accounting, EDI, and capital 


expenditure approval. 
 
• inauguration of Newell’s rigorous, multi-measure, divisional operating control system. 
 


Newell management claimed that the process of newellization was usually completed in two or three years. 
 
 
Continuing Operations  
 
A summary of Newell’s product groups and major lines is outlined in Table 1. These products were, for the 
most part, sold through mass merchandisers.  In 1997, Wal-Mart accounted for 15 per cent of Newell’s 
sales; the other top ten Newell customers (each with less than 10 per cent of Newell sales) were Kmart, 
Home Depot, Office Depot, Target, J.C. Penney, United Stationers, Hechtinger, Office Max and Lowe’s.  
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International sales had increased from eight per cent of total sales in 1992 to an expected 22 per cent in 
1998 as Newell followed customers and opportunities into Mexico, Europe and the Americas. 
 
 


Table 1 
 


NEWELL PRODUCT LINES, 1998 
 


Housewares Hardware and Home 
Furnishings 


Office Products 


Aluminum Cookware and 
Bakeware 


Window Treatments 
Home Storage 


Markers and Writing 
Products 


Glassware Picture frames Office Storage 
Hair Accessories Hardware  


 
Newell’s fundamental competitive strategy, which applied to all of its operations, was to differentiate on 
the basis of superior service to its mass merchandise customers.  For Newell, superior service included 
industry-leading quick response and on-time, in-full delivery, the ability to implement sophisticated EDI 
tie-ins with its customers extending to vendor-managed inventories, and the provision of marketing and 
merchandising programs for product categories that encompassed good, better and best lines. 
 
 
Organization 
 
Newell centralized certain key administrative functions such as data management (including order-
fulfillment-invoice activities), divisional coordination and control, and financial management. Otherwise, 
the presidents of the company’s 18 product divisions were responsible for the full scope of manufacturing, 
marketing and sales activities for their product lines and for the performance of their businesses. 
 
Divisional coordination and control were facilitated by the fundamental similarities of the Newell 
businesses.  These similarities made it possible for corporate level management to develop a common pool 
of managers and know-how that could be transferred relatively easily from one division to another.  The 
business similarities also made it possible for corporate management to apply a common set of detailed 
operating standards and controls across the businesses, and to play a knowledgeable role in reviewing 
divisional progress and plans.  Corporate management held monthly reviews (called brackets meetings) 
with divisional presidents to track multiple operating and financial measures and to ensure that appropriate 
attention was given to items that were off budget.  As a result, divisional management operated in a 
goldfish bowl under high pressure, but they were paid very well for meeting their targets. 
 
 
Outlook 
 
In Newell’s view, the company’s adherence to a highly focused strategy had established a sustainable 
competitive advantage for the corporation and this, coupled with abundant acquisition opportunities and 
internal growth momentum, would support the continuing achievement of its financial goals. 
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RUBBERMAID:  A FALLEN ICON 
 
Rubbermaid was a well known, and, for several decades, a renowned manufacturer of a wide range of 
plastic products ranging from children’s toys through housewares to commercial items. From 1986 through 
1995 Rubbermaid was ranked among the top 10 in Fortune’s list of America’s most admired companies, 
including the No. 1 spot in 1993 and 1994.  But by March 1998 Rubbermaid had fallen to No. 100.  After a 
wonderful run of growth and profitability, extending as far back as the 1960s, the company had clearly hit 
a rough patch. 
 
Rubbermaid earned its early reputation by setting aggressive goals for 15 per cent growth in revenues and 
profits and then, by and large, meeting its targets. Under the intense and very personal management of 
Stanley Gault, an ex-senior executive at General Electric and CEO and chairman of Rubbermaid from 
1980 to 1991, the company was pressed to broaden its product line through development and acquisition 
and to meet demanding operating targets.  From propitious beginnings Rubbermaid became an ubiquitous 
brand and a Wall Street darling — with sales and profits, respectively, at the end of Gault’s tenure of  $1.7 
billion and $162 million. 
 
Rubbermaid’s earnings momentum continued into the early years of Gault’s successor, Wolfgang Schmidt, 
but the good times were to be short-lived. In 1994 Rubbermaid was hit by a doubling of plastic resin 
prices.2  The company’s clumsy reactions to this shock revealed a number of accumulating problems. 
Fortune enumerated them in a 1995 article3: 
 
• Customer relations: Rubbermaid angered its most important retail buyers with the heavy-handed way it 


has passed along its ballooning costs.  Some are so angry that they have given more shelf space to 
competitors… 


 
• Operations: Although it excels in creativity, product quality, and merchandising, Rubbermaid is 


showing itself to be a laggard in more mundane areas such as modernizing machinery, eliminating 
unnecessary jobs, and making deliveries on time… 


 
• Competition: It has been slow to recognize that other housewares makers — once a bunch of no-names 


who peddled junk — have greatly improved over the past half dozen years.  The premium prices that 
Rubbermaid charges over its rivals have grown too large, and customers are turning away. 


 
• Culture: The company’s extraordinary financial targets…seem unrealistic — and straining to reach 


them is proving increasingly troublesome.  Some of the friction between Rubbermaid and its customers 
can be traced to Rubbermaid’s voracious appetite for growth. 


 
Rubbermaid’s profits peaked in 1994 at $228 million.  In 1995 sales were up eight per cent but the 
company took a restructuring charge of $158 million pre-tax and net earnings fell to $60 million. The 
restructuring charges were taken in anticipation of a two-year program designed to reduce costs, improve 
operating efficiencies and accelerate growth. In 1997, Rubbermaid reported4 that the realignment activities 
were substantially complete and that the company “has or initiated closure of all nine locations slated for 
closure in the plan, completed the associated reductions, and achieved the estimated annual savings of $50 
million anticipated in the 1995 program.”  Unfortunately, this action did not have a material effect on sales, 
which remained essentially flat, and operating profits, which dipped somewhat, as detailed in the financial 
                                                           
2 Materials accounted for between 45 and 50 per cent of Rubbermaid’s net sales. 
3 Lee Smith, “Rubbermaid Goes Thump,” Fortune, October 2, 1995. 
4 Rubbermaid Annual Report, 1997. 


For the exclusive use of B. Yuan, 2018.


This document is authorized for use only by Baikang Yuan in Strategy In Action Spring 2018 taught by Lefevre, Northeastern University from January 2018 to July 2018.








Page 5 9B00M010 
 
 


summary given in Exhibit 2.  Thus, early in 1998, Rubbermaid announced another restructuring charge, 
which it estimated would reach at least $200 million pretax, to fund a program that would include 
centralizing global procurement and consolidating manufacturing and distribution worldwide. 
 
 
Rubbermaid Lines of Business 
 
In 1998, Rubbermaid manufactured and sold over 5,000 products5 under four key brand names: 
 
• Rubbermaid:  a wide range of household utility products encompassing five categories (Kitchen, Home 


Organization, Health Care, Cleaning, and Hardware/Seasonal) and 23 product lines. 
 
• Graco:  children’s products in six product lines focusing on baby strollers and related items. 
 
• Little Tikes:  juvenile products, with 11 product lines focusing on toys and furniture. 
 
• Curver:  a European-based home products business with revenues of $180 million, acquired at the 


beginning of 1998. 
 
Rubbermaid’s international sales and operations had been growing in recent years as it followed its 
customers abroad.  The Curver acquisition increased foreign sales, including exports from the United 
States, to about 25 per cent of total revenues, helping the firm along the path to its goal of 30 per cent by 
2000.  
 
 
Rubbermaid Strategy 
 
Rubbermaid’s strategy reflected an uneasy balance of not necessarily consistent ambitions.  The 15 per 
cent growth goals of the past had disappeared from public statements, but there was no question that the 
company remained aggressive in its goals and optimistic about its prospects.  To achieve its aims 
Rubbermaid relied on a multi-faceted competitive strategy.  It wanted, at once, to be a company with a: 
 
• strong consumer franchise based on unique product features, quality and rapid innovation, and on 


brand recognition and aggressive advertising. Rubbermaid had, for example, set a goal that 10 per cent 
of each year’s sales should come from new, high value products and it had reduced new product time 
to market from 20 plus months in the 1980s to six months currently, with a goal of four months by 
2000. 
 


• low-cost sourcing, production, and fulfillment base. The company was in the process, for example, of 
cutting product variations by 45 per cent and consolidating its supplier base from 9,000 to less than 
2,000 vendors. 


 
• reliable and efficient supplier to mass merchandisers. Rubbermaid was moving, for example, to 


scheduling manufacturing by customer order and to just-in-time service and continuous replenishment 
of its best selling items. 


 


                                                           
5 In 1997 Rubbermaid had sold its Office Product business to Newell for a $134 million pretax gain, which it 
promptly offset by a one-time charge of $ 81 million for asset impairment related to acquisitions. 
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There was a tension at work behind these aims. In its 1996 Annual Report Rubbermaid noted that its 
market was at a point of inflection, in which the control of information was shifting from mass marketers 
to individual consumers.  In this context Rubbermaid claimed that it would strike a new balance in its 
strategies, to continue to lead in innovation while becoming a low cost producer.  Similarly, in its 1997 
Annual Report, the company noted that in a squeeze of higher costs and lower retail prices it was making 
bold moves to become the low-cost producer, while retaining world-class quality and innovation. Finally, 
another “point of inflection”:  in his 1997 Letter to Shareholders, Wolfgang Schmidt promised that, “with 
the initiatives of the past two years and the opportunities ahead, we are at the inflection point from which 
we can combine our financial strength and innovation capabilities with a more favorable cost climate to 
generate stronger shareholder returns.” 
 
 
THE OUTLINE OF A DEAL 
 
Newell’s appetite for all of Rubbermaid might have been whetted with its $247 million acquisition of 
Rubbermaid’s Office products division in 1977, adding about $160 million of annualized revenues to 
Newell’s developing office products line of business.  Whatever the stimulus, talks soon began on a total 
combination of the two firms. 
 
Negotiations led to a provisional agreement under which Rubbermaid shareholders would receive 0.7883 
shares of Newell common stock for each share of Rubbermaid common stock that they owned.  Based on 
Newell’s closing price of $49.07 on October 20, 1998 this represented $38.68 per Rubbermaid share or a 
premium on 49 per cent over Rubbermaid’s closing price of $25.88.  Under this arrangement Newell 
would issue approximately 118 million shares of common stock to Rubbermaid shareholders.  Rubbermaid 
shareholders would end up holding approximately 40 per cent of the combined company.  The transaction 
represented a tax-free exchange of shares and would be accounted for as a pooling of interests.  A simple 
pro forma of the results, the transaction is given in Exhibit 3. 
 
Newell management forecast6 that, as soon as the transaction was completed, they would begin the 
“newellization” process and improve Rubbermaid’s operating efficiencies to achieve 98 per cent on-time 
and line-fill performance and a minimum 15 per cent pretax margin.  They also expected revenue and 
operating synergies through the leveraging of Newell Rubbermaid’s brands, innovative product 
development, improved service performance, stronger combined presence in dealing with common 
customers, broader acquisition opportunities, and an increased ability to serve European markets.  They 
forecast that by 2000 these efforts and opportunities would produce increases over anticipated 1998 results 
of $300 million to $350 million in operating income for the combined company. 
 


                                                           
6 Newell Press release, October 21, 1998. 
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Exhibit 1 


 
SELECTED FINANCIAL INFORMATION FOR NEWELL COMPANY, 1996-1998 ($000) 


 
To End Q3/98 12/31/97 To End Q3/97  12/31/96


   
Net sales $2,650,263 $3,336,233 $2,395,037 $2,972,839 
Cost of products sold 1,786,640 2,259,551 1,631,253 2,020,116 
Selling, general and administrative expenses 404,882 497,739 365,123 461,802 
Goodwill amortization and other 40,502 31,882 22,872 23,554
Operating Income 418,239 547,061 375,789 467,367 
Interest expense 43,966 76,413 54,363 58,541 
Other, non-operating, net (213,373)* (14,686) (12,862) (19,474)
Profit before tax 587,546 485,334 334,288 428,300 
Income taxes 250,740 192,187 132,373 169,258 
Net Income $336,806 $293,147 $201,915 $259,042 


 
Current assets 1,767,370 1,433,694  1,148,464
Property, plant and equipment 834,486 711,325  567,880 
Trade names, goodwill, other 2,001,862 1,559,594  1,342,086
Total Assets 4,603,718 4,011,314  3,058,430


 
Current liabilities 1,061,675 714,479  665,884
Long-term debt 912,650 786,793  685,608
Other non-current liabilities 243,862 285,241  206,916
Convertible preferred securities 500,000 500,000  
Shareholders’ Equity 1,885,531 1,725,221  1,500,022
Total Liabilities and Shareholders’ Equity 4,603,718      4,011,314  3,058,430


 
Approximate common shares outstanding 
(000) 


         173,000          163,300           162,000 


Earnings per share (fully diluted) $1.80  $1.60 
Stock Price $High/Low $54/37 $43/30  $33/25


 
 
 
* Primarily gain from sale of Black & Decker holdings. 
 
Source: Company Financial Reports. 
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Exhibit 2 


 
SELECTED FINANCIAL INFORMATION FOR RUBBERMAID, 1995-1998 ($000) 


 
 


To End 
Q3/98


12/31/97 To End 
Q3/97


12/31/96 12/31/95


  
Net sales $1,936,829 $2,399,710 $1,825,416 $2,354,980 $2,344,170 
Cost of products sold 1,383,564 1,748,424 1,327,990 1,649,520 1,673,232 
Selling, general and administrative 
expenses 


353,805 416,641 314,229 432,063 402,586 


Operating Income 199,460 234,645 183,197 273,397 268,352 
Interest expense 27,795 35,762 28,463 24,348 10,260 
Restructuring Costs 73,740 16,000 16,000  158,000 
Other, non-operating, net (23,749) (51,032) (49,729) 4,046 4,457 
Income taxes 42,586 91,370 77,717 92,614 35,863 
Net Income $79,088 $142,536 $110,746 $152,398 $59,772


 
Current assets 952,841 816,204 856,720 
Other assets 445,995 399,716 475,346 
Property, plant and equipment 784,228 707,974 721,914 
Total Assets 2,183,064 1,923,984 2,053,980 


 
Current liabilities 802,231 567,084 742,841 
Long-term debt 152,556 153,163 154,467 
Other non-current liabilities 171,302 153,385 142,992 
Shareholders’ equity 1,056,885 1,050,262 1,013,700 
Total Liabilities and Shareholders’ 
Equity 


2,183,064 1,923,984 2,053,980 


 
Approximate common shares 
outstanding (000) 149,900 


 
151,000 


         158,800 


Earnings per share (fully diluted) $0.95 $1.01 $0.38
Stock Price $High/Low $30/22 $30/22 $34/25


 
 
 
Source: Company Financial Reports. 
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Exhibit 3 


 
SIMPLE PRO FORMA FINANCIAL INFORMATION FOR NEWELLRUBBERMAID, 


ENDQ3-1998 ($000) 
 


 Simple Pro Forma
 Newell Rubbermaid NewellRubbermaid
 Q3/97-Q3/98 Q3/97-Q3/98 Q3/97-Q3/98
    
Net sales 3,591,459      2,511,123             6,102,582 
Cost of products sold       2,414,938       1,803,998             4,218,936 
Selling, general and administrative 
expenses 


         537,498          456,217                993,715 


Goodwill amortization and other            49,512                  49,512 
Operating Income          589,511          250,908                840,419 
Interest expense            66,016            35,094                101,110 
Other, non-operating, net        (215,197)*            48,688               (166,509)
Profit before tax          738,692          167,126                905,818 
Income taxes          310,554            56,239                366,793 
Net Income         428,138         110,887                539,025 
 
Balance Sheet as of End Q3/98 
Current assets       1,767,370          952,841             2,720,211 
Property, plant and equipment          834,486          784,228             1,618,714 
Trade names, goodwill, other       2,001,862          445,995             2,447,857 
Total Assets      4,603,718      2,183,064             6,786,782 
 
Current liabilities       1,061,675          802,231             1,863,906 
Long-term debt          912,650          152,556             1,065,206 
Other non-current liabilities          243,862          171,302                415,164 
Convertible preferred securities          500,000                500,000 
Shareholders’ Equity       1,885,531       1,056,885             2,942,416 
Total Liabilities and Shareholders’ 
Equity 


     4,603,718      2,183,064  6.786,782 


 
Approximate common shares 
outstanding (000) 


         173,000          150,000                291,000 


Earnings per share (fully diluted) $2.47 $0.74 $1.85
 
 
* Primarily gain from sale of Black & Decker holdings. 
 
Source:  Estimates based on Company Financial Reports.  
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