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JF: I would like you to start at the beginning by telling me where you were born and when you 
were born. 
 
DK: I was born in Boston, Massachusetts, on June 17, 1930, which happens to be Bunker Hill 
Day and quite a celebration day in Boston. My parents happened to be in Boston because there 
was no work in Northern Minnesota. My father came from St. Cloud originally, as a young man. 
He and my mother had gone to Boston in the late twenties and my older sister was born there. 
They came back to St. Cloud in 1928, 1929, and went back to Boston then, where I was born in 
1930. They lived there a very short while after that, and then moved back to St. Cloud. My father 
was a plasterer; he started just as an apprentice and learned plastering as a young man. In the late 
twenties, there were no jobs in Minnesota—and he had a friend that had gone to Boston. After 
[my father] worked there for a while, completed the jobs there and so on, he decided to come 
back to Minnesota. So they came back and lived in St. Cloud for a short time (a couple of years, 
maybe a year or two), and when I was very young (two years old or thereabouts), they moved to 
Parker’s Lake, which was then a farm area north of Wayzata. So I spent the bulk of my early 
years there and went to grade school and high school at Wayzata High School, or at what is now 
the Widsten School there in Wayzata. 
 
JF: What was your father’s name? 
 
DK: Andrew. Andrew J. Koch. 
 
JF: And what was your mother’s name? 
 
DK: Ione Stubbs. She was a member of the Stubbs family that had come and settled north of 
Stubbs Bay on Lake Minnetonka. Both of them were one of seven children. They had met down 
here while dad was working around Long Lake at the time. So the Wayzata area became our 
home after that period of time. 
 
JF: Did your father continue working as a plasterer? 
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DK: Yes. 
 
JF: He didn’t take up farming or something— 
 
DK: No, he continued as a plasterer for the bulk of his years. During the war he went to the 
shipyards in Superior, Wisconsin. Really he was gone—lived away from our home. They were 
working up there seven days a week, fourteen, fifteen, hours a day. He covered pipes on those 
ships that were being built there in Superior, with the asbestos and the insulation materials. It 
was kind of a new trade that he had to learn at that time. After the war, when he came back to 
Wayzata, plastering was becoming less popular in new construction, and there was more a move 
toward sheet rock. He then had to switch careers and became a taperer of sheet rock. I had 
worked with him as a teenager in mixing mud and the plaster and the stucco that they had used, 
so I had some experience with what he was doing there. But then he got into the taping and the 
sanding of sheet rock, and he did that for the rest of his working life. So he’d really been 
self-employed, more or less, most of his life. He had grown up on a farm in Watkins, Minnesota, 
and had left the farm as a young man (decided he didn’t want to be a farmer) and had gone off. I 
think he’d gone to eighth grade, and then went off with the farming crews in North Dakota 
(threshing crews) and then found himself down in Long Lake somehow, where he then learned 
the plastering business. 
 
JF: How many brothers and sisters did you have? 
 
DK: I have two sisters: one three years older, and one thirteen years younger than I am. 
 
JF: Where did you go to college? 
 
DK: I went to The University of Notre Dame originally. I was very active in athletics in high 
school. I started at a very young age playing baseball and basketball at the Wayzata High School. 
I was very active even in the eighth grade, played basketball and baseball on the varsity as an 
eighth grader, and then in all three sports freshman through senior year. At one time my father 
felt (and I felt) that I was going to be a professional baseball player. There was a scout named 
Joe McDermott who came and visited. We played legion ball and high school ball. I was a 
pitcher, and he told me that I was going to be pitching for the New York Yankees someday. 
Well, he may have told a lot of people that. At any rate, after I was graduated from high school, I 
went to Branson, Missouri, to a Yankee try-out camp, but by that time I knew that I was going on 
to college. 
 
For whatever reason, I had always felt that I wanted to go to college, although most of the people 
from Wayzata High School in those days didn’t go to college. There were very few that went on 
to college, I would guess, out of my high school class. But for some reason (whatever reason) I 
had decided early on that I wanted to go to college. I was about set to go to the University of 
Minnesota, hopefully to play baseball and football, and subsequently got an athletic scholarship 
to the University of Notre Dame, and went to Notre Dame in 1948 on a football scholarship. I 
attended Notre Dame until the middle of my junior year, in February 1951, when it became 
obvious that I wasn’t going to play varsity football. I had an opportunity to play baseball one last 
year at St. Thomas, and was able to both complete my degree, and get a commission in the Air 

Grac
o I

nc
. O

ral
 H

ist
ory

 P
roj

ec
t 

Minn
es

ota
 H

ist
ori

ca
l S

oc
iet

y



 3 

Force at the same time, at the College of St. Thomas. I transferred back to St. Thomas in 
February of 1951, and finished with my bachelor’s degree and my commission in June of 1952. I 
then went into the Air Force a couple of years as a Second Lieutenant and was discharged in 
1954. I had met Barbara Gray when she moved to Wayzata as a seventh grader, and had known 
her somewhat, even in those early years—seventh, eighth, and ninth grades. She then went off to 
Northrop1

 

 to school and went East to college. I would see her and dated her periodically, but had 
known her for many, many years. Then eventually, after being in the Air Force and coming back 
in 1954, I went to work for Kalman and Co. in the investment business. Two years later, Barbara 
and I decided we were going to be married. 

JF: So you were married in what year? 
 
DK: In 1956. At the time that we were married, one of the things that we were not going to do 
was get involved in a family business. Yet, shortly after that decision (or really prior to our 
marriage), in visiting with Mr. [Leil] Gray, he indicated that: one, there was an opportunity, and 
two, some responsibility, for the Gray Company to be continued in future years. 
 
JF: And this was Leil Gray? 
 
DK: Right. He and his wife Cris had had no children, and had adopted Ann and Barbara when 
they were seven or nine years old. I’m not sure exactly how old they were. At any rate, they had 
adopted these two girls. So after that visit I decided to join Graco, which I did May 1, 1956, as a 
sales trainee. We were married in June of 1956. I came here and was active as a sales 
correspondent and as a sales trainee, and involved in trying to learn the business. 
 
JF: What had you majored in college? 
 
DK: Business. 
 
JF: Was that a goal of yours, to be involved in business? 
 
DK: I started originally in pre-law at Notre Dame and switched to the College of Commerce 
there, and came up and graduated, really, with a liberal arts education from St. Thomas, but with 
many business courses in it. I had an interest in business at the time, although I wasn’t sure 
exactly what form that was going to take. The Air Force experience was a good experience 
because I had responsibility; I was the adjutant in a small squadron immediately, and I was 
administrative officer, supply officer, and a variety of things. So as a young fellow I had, 
immediately on arriving at the Air Force Base, [laughs] got responsibility for supervising this 
group of airmen. That was a maturing experience, and really a good experience, I think. There in 
the Air Force I met Dick McFarland whose father was a partner at Kalman and Co., and when 
Dick was discharged and had come out, he had gone into the investment business. When I came 
out, I interviewed and visited a variety of people, but I had become interested as a very small 
investor in securities. I interviewed and went to work for Kalman and worked there two years, 
from the summer of 1954 to the spring of 1956. So that’s how I came to Graco then. 
 
                                                           
1 Northrop Collegiate School, Minneapolis. 
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JF: So you entered Graco as a sales trainee, you said. What progression of jobs did you perform 
at Graco then? 
 
DK: I spent the first year as a sales trainee, sales correspondent. My father-in-law felt, I think, 
that I should be involved, and more interested in, the finance side of the business. He suggested 
that I work in the treasurer’s office for a while. So probably from 1956 through 1958, I was 
involved in the sales activity, but toward the end of 1957, I would say, I went over and worked in 
the financial area. Shortly after we were married (we were married in June), Mr. Gray went 
through the Mayo Clinic with his wife, who had had cancer before. They were going down for a 
checkup for her, and while going through, he found he had cancer—in February of 1957. He 
lived about a year and died in February of 1958. He, of course, had been the president, head of 
sales, head of administration; head of finance (in the early years) and therefore his death was 
really a loss to the Company. Trying to find someone to head the Company, when it was 
determined that he had cancer, and then changing the organization, was a problem. Harry 
Murphy, who was one of the shareholders then, came in as the president in 1958, I would guess, 
prior to Mr. Gray’s death (maybe even as early as 1957). Mr. Gray lived until early 1958. Harry 
Murphy then ran the Company from then until 1962. 
 
JF: What position did you have while Mr. Murphy was the president? 
 
DK: I was in the treasurer’s department for about a year, and then moved more into 
administration. I was responsible for running our branch offices, and for production control and 
scheduling for the shop, and was the government sales coordinator. So I really had three different 
jobs, which was great experience for me. One, the branch experience, allowed me to be 
interfaced with a lot of the sales people. We ran them independently, and we went through all the 
hassles of dealing with the sales representatives; they were independent contractors, residing in 
the branches. It was a very active time, and a good time; business was growing. The government 
sales in those days were important to our Company. During the war, of course, most of our 
business was with the government in supplying lubrication equipment for the Corps of Engineers 
and the military for off-road servicing of vehicles, and some other military items. After the war, 
we continued that through the forties and fifties—and this was late fifties and sixties and we 
were still doing some business. I was responsible for that government sales coordination, both 
attempting to get the jobs, and then following them through with the government inspectors. So 
that was a good experience—and then trying to commit to the shop as to which products to 
make. So really I got involved in a lot of different affairs of the Company at that point in time. 
That went on for a number of years.  
 
Then the board of directors decided that the Company was going to have a retirement policy. 
We’d had none, like we didn’t have a lot of other policies at that point in time. It was decided (I 
would guess in 1961) that we would have a retirement policy that people would retire at 
sixty-five but could continue, a year at a time, at the discretion of the board of directors, until 
they were sixty-eight. At that time, Harry Murphy was already sixty-seven (or maybe sixty-
eight) when it passed. Then the question was, is it going to apply to him, as one of the owners of 
the business, and as the president of the Company, and healthy and so on. The decision of the 
board was, yes, it was going to apply to everybody. Then the question was what were they going 
to do. There were a number of inside people, some people who had been here and working for 
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the Company for many, many years; there were other family members here, though none of them 
was obviously being groomed to be the successor, as the chief operating officer of the enterprise. 
I mean, everybody was doing their own deal, and in their own area, and life went on. There was 
very little management development there per se, or consideration for the ongoing nature of the 
enterprise at that time. In 1961, the board of directors elected  me as executive vice president and 
to the board. That lasted for a year, and then in September of 1962 [the board of directors] 
elected me president, effective October 1 of 1962. So I assumed that responsibility at that time, 
and I’ve had that job ever since.  
 
Twenty-plus years later I’m still here [laughs]. But I was very young, obviously. It was a risk by 
the board to do that, I’m sure. I was thirty-two at the time. Although I had had some experience 
in the military, and some awareness of the investment business, and some experience (by that 
time, six years of experience) with Graco—yet, with the challenges that a growing 
manufacturing business had in those days, it was a risk. Any decision was a risk, but it was a risk 
for them. 
 
JF: What was the sales while you were at Graco when you took over? When you came to the 
Company and took over? 
 
DK: When I came to the Company, I would guess it was about five million dollars, and in the 
year that ended in 1962, it was around eleven million dollars (eleven to twelve, in that range). 
 
JF: Why had it doubled in that period? 
 
DK: I think the growth of the industrial business. We had kind of evolved from the automotive 
business into lubrication, servicing, and in the mid-fifties into industrial products, and the 
industrial business began to grow. We started to be more active in international business. We 
sent our first sales representative (full-time Company person) overseas in 1956. Joe Ziegeweid 
went over, lived in Amsterdam, and started to set up our own distributors overseas. And we 
began to do some business in Japan, and some business in Australia, so the international market 
started to grow. We had worked through an export house ahead of that; a fellow named Fred 
Bonhorst and Perry Greenup down in Illinois had been our export agents at that point in time. 
We just kind of delegated the rest of the world to them (other than Canada, I would guess). But 
now, for the first time, we had our own people, and we began to change that relationship (with 
using an agent) and began to control those things ourselves. Harry Murphy was quite interested 
in international business, and in 1961, we set up our first subsidiary over in Europe and began 
negotiations on licensing Graco products with a company called FOG (which is a long story). 
 
JF: Where was your first subsidiary set up? 
 
DK: In Geneva. 
 
JF: What was the name of it? 
 
DK: Graco Geneva. That was set up in 1961. Also, we had granted a licensing agreement in 
Europe, and one in Japan. I disagreed with both of them, once here, [laughs] and on the scene. I 
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believed in controlling our own destiny rather than depending on license fees, and so I set about 
over time to change both of them. Neither were easy to change. Both have long since been 
changed, and I think satisfactorily so. Those both are long stories. But in Japan, Harry Murphy 
went over during the negotiations. He had made the arrangements, and so he went along for the 
discussion. And Maynard Hasselquist, who was deeply involved in those early years in forming 
the international subsidiaries. The three of us went to Japan, and we were there about a month, at 
which time we changed the nature of the licensing agreement and formed a joint venture that 
eventually became Graco Japan. That is now a fifty-fifty joint venture that we have. In France, 
we had given a license to FOG [Fogautolube S.A.]—they sold our lubrication equipment, and 
began to manufacture our industrial products which they sold to our sales subsidiaries. 
 
JF: Was this a French company? 
 
DK: The French company. I was concerned, as that grew, that we weren’t controlling our own 
products, our own quality. But manufacturing out of the country in those days was attractive, or 
was mandatory, because of import restrictions in certain countries and shipping duties; and 
manufacturing costs were lower in a lot of places in the world than they were in the United 
States, so the idea made sense. When you didn’t have a lot of capital to go in and invest in 
manufacturing facilities, it wasn’t a bad way to get started, and yet, I could see that it was going 
to be a problem down the road. And eventually we bought FOG, and subsequently we sold FOG; 
so it was a long and evolutionary process that we went through with this FOG company. We 
bought it in 1970 and sold it in 1978, at some loss; so in hindsight we should not have purchased 
it. We had started our own industrial manufacturing business in Dusseldorf that had grown 
modestly and was just starting from scratch. When we bought FOG we closed down the 
Dusseldorf operation. In hindsight, if we had started our own and just continued—or put as much 
time, energy, and money into our own manufacturing there in Dusseldorf, why, the course of 
Graco’s history (in Europe at least) might have been different. But that isn’t what happened. So 
FOG manufactured, and still does, our lubrication equipment that they sell under license 
throughout Europe and the Middle East. They then tried to convert to our complete industrial 
line, but we always had a problem breaking even or doing it successfully over there in Europe. 
 
JF: Was it a question of product quality or— 
 
DK: No, it was just a question of trying to convert a large, old facility into a modern 
manufacturing facility. People, I think, were concerned with the new ownership; it had been 
privately owned before. Jacques Gendreau, who had owned the place, was a delightful fellow; 
still is. He’d been there and working with them. We tried to run it with people from the U.S., and 
that wasn’t a very good decision. I think part of the problem was our own over there. The amount 
of investment that we were going to have to make to convert that facility into a modern 
manufacturing facility to manufacture Graco’s current product line just got to be too much of an 
investment, and we just couldn’t see it. And we had certain labor problems, and the employees 
took over the plant at one time. 
 
JF: What was the name of the man that you said—Jacques? 
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DK: Jacques Gendreau. It had been his company; he’d started it, and had also been in the 
lubrication business. He had come here and lived in Pennsylvania as a young man (spoke 
English), and we’ve had a wonderful relationship between his family and our families—the 
Murphys, the Kochs, the Hasselquists, and so on-since then. He was always very supportive in 
trying to help us make the thing work. It never really worked well. 
 
JF: When you came to Graco — tell me about some of the products. What was it built on at the 
time you came here? 
 
DK: Oh, it was supported primarily by the automotive business; selling lubrication equipment to 
the oil companies, garages, service stations, and truck fleets. The industrial idea was just 
beginning. The question was: if it made sense to pump greases out of an original container, why 
not pump other materials. We were trying to find a way to diversify (the Company was) into 
other markets. Also, the seasonality of the automotive business was-in the wintertime there just 
wasn’t much going on, and therefore not many sales happened. The hope was we could take that 
technology into some other industry. As we looked in our own paint shop, and we looked 
around, we saw that the state of the art of painting was out of a pressure pot, a hose, and a spray 
gun. Our idea was to see if we couldn’t use a pump to pump it out of the container and out 
through a hose and spray gun. So, that really is how the industrial side of the business got started, 
in a very modest way, with a low-pressure pump. Originally, we tried to use a rotary gear pump, 
and found that didn’t work very well on pigmented paints (it wore out), and we designed a 
reciprocating double-acting piston type pump that would pump paint very well. Shortly after 
that, there was a major fire in a car plant in Livonia, Michigan, that burned the plant down. It 
started in the paint kitchen with an electric gear pump; the spark off the electric pump started the 
fire. So immediately there was a hue and cry for air operated equipment (safe, better) and Graco 
happened to have an air pump. 
 
It would also apply to furniture manufacturers, farm equipment people, and on and on. So the 
industrial portion of the business started. Those were the days when we would have sales 
advisory meetings; field sales people would come in and give us their ideas on what was 
happening in their marketplace. The sales people and engineering people were tied very closely 
together here, and we would then try to adapt and change. Every year we had a long list of 
products we were developing that would hopefully meet some customer need. We were less than 
scientific on checking out the actual market potential around the world for these items, but we 
were convinced, with the enthusiasm and vigor of our field sales force, that this, in fact, was a 
product that we ought to develop. So every year we would expand this industrial line—a lot of it 
on paints, but other materials as well. 
 
JF: Such as? 
 
DK: Oh, stainless steel pumps for pumping food products and pharmaceuticals and adhesives. 
Then the next dimension to the business started, and this really began when I was involved in a 
sales territory here in, probably, 1958. One of our competitors had developed a heated airless 
unit where they reduced the viscosity of the paint by heating it, and then could spray it through a 
single orifice, and without using atomizing air could apply that paint to the object. They were 
quite successful across the country, so we began to look at that as a market potential, as a product 
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idea. We took a high-pressure compressor, and one of our eight-to-one ratio pumps, and between 
the two, we elevated the pressure of the paint up high enough to atomize the paint without using 
heat. We felt that their patent was invalid and we were willing to go and design our own unit, but 
we found that we could spray it cold. If we raised the pressure higher, we didn’t have to apply 
heat to the paint. If we had sufficient pressure—2,000 pounds pressure, for instance—we could 
force paint out through a small orifice—we could atomize. We thought for protective coatings 
and for other materials where appearance wasn’t the main issue, whether it was in structural steel 
or whether it was industrial plants—there was a market potential for this cold airless process. 
 
The next challenge that we had was the design and development of the tip itself, because we 
wore out those tips very fast; abrasive paint, forced out through a small orifice, opened the 
orifice quickly. So now we were searching for suppliers of tips. We’d used hard chrome, but they 
didn’t last very long, so then we ended up with carbide tips. Eventually, because our supplier 
couldn’t respond as fast as we were able to sell them, we got into the tip manufacturing business. 
We decided we were going to have to control our own destiny on an item as important as this tip, 
that controlled the pattern of paint. So that was a major development into the accessory kind of 
business that we evolved to later on. 
 
We then, shortly after that, developed a high-pressure pump (twenty-to-one or 
twenty-eight-to-one ratio) so we could use lower inbound air pressure and elevate the pressure so 
that we didn’t have to use this high-pressure compressor. Our market was originally focused at 
the industrial market, but soon we heard of painting contractors who had an interest in somehow 
improving the way they applied paints to residential or commercial structures. The state of the art 
at that time was with brushes and rollers, and that was getting expensive, slow, and sloppy-and 
wouldn’t a spray gun be a nice thing to use? This again starts in the early sixties (1962, 1964, 
1966). We found a whole new market there, in painting contractors, largely through paint stores 
and large paint companies, with a device, a product, that greatly improved the ability of the 
painting contractor: one, to survive; and two, to apply this paint more efficiently, to spray it on 
nicely as opposed to brush and roller. Immediately a whole new market evolved. So we had the 
automotive business, the lubrication business, the industrial transfer and painting business, and 
now we had the higher-pressure painting contractor business that we had gotten into. That, in the 
United States and around the world, caused the Company to have some very nice growth years in 
the sixties, and maybe into the seventies. That’s really how the product line or the business 
evolved. The nature of our business has changed from being in the lubrication business, to being 
in the pump business, to being in the pumping systems business. Today we describe our business 
as answering fluid handling problems. Most of them are kind of unusual fluids. It isn’t just oil, or 
high volume transfer of oil, or drilling for oil or gas, or water pumps, or water transfer 
equipment—we’re not into that; it’s normally lower volume and higher pressure applications that 
we’re into. That’s kind of how the business grew. 
 
JF: Does the lubrication business still comprise an element of that? 
 
DK: Yes, right, both in the U.S., and for shipment out of here to developing countries and so on. 
We don’t sell much in Europe anymore, but in the developing countries we still sell some 
lubrication equipment. 
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JF: What part of your sales would you say it comprises? 
 
DK: Oh, probably eight or nine. Eight or nine percent today. 
 
JF: And the major portion then is paint-moving equipment? 
 
DK: Right, yes, pumping equipment, and now in product finishing. In the last few years we have 
focused more on product finishing. We started with the pump, and then we added the accessories 
as we came out from pump, where we had hoses, regulators, and filters as we came out of the 
booth. Finally, when you get to the point of application, there’s a whole different dimension to 
that business, and it’s called the product finishing business, in which you’re applying the coating 
to some object. In the last five years, or really starting back when we bought H. G. Fischer, we 
went into the electrostatic painting business with that acquisition in 1970, and it took us a fair 
number of years to change and upgrade that product line. In the last four or five years we have 
spent more time, energy, and effort on the product finishing business, which includes the spray 
guns, the nozzles, the heads, the electrostatic gun, and that whole package of equipment that goes 
into the efficient application of paints on objects, now to the extent of going into the robot 
business. Our robot business is a normal extension of the product finishing, where we’re going to 
use a machine rather than a person in that spray booth, that you can program to do different jobs 
as these different items flow by the paint booth. Obviously, it takes people out of a somewhat 
hazardous environment with paint and overspray around (and it’s a messy job); two, we’re trying 
to conserve paint by putting it on very precisely; three, we’re trying to cut down on the paint 
that’s up the stack and wasted, and therefore the efficiency of that transfer is important. So there 
is a lot of focus on product finishing and how to improve it and do it with energy effectiveness 
and cost effectiveness these days. Whether it’s robots, or automation equipment, automatic 
reciprocators, or whatever kind of a painting system is appropriate for the individual job, Graco 
is anxiously pursuing it. It’s really the nature of our effort, and a key part of our business today. 
 
JF: It sounds as though the auto industry would be one of your major customers. Is it? 
 
DK: Yes, really around the world. And fortunately, we have been involved internationally with 
car manufacturers largely as a pumping equipment supplier, both for the paints and for the 
sealants, the extrusion equipment, mastics, and so on. So a car manufacturing plant is a major 
market potential for us. We sell throughout the United States and in Canada, to a degree in 
Europe (although our business in Europe is probably a lower percentage than here), in Japan, 
Latin America, South Africa, New Zealand, and Australia. Graco pumping equipment is used, 
really, in most car manufacturing facilities around the world—there’ll be some Graco pumping 
devices, I would think. There wouldn’t be too many we haven’t sold to, including the Kama 
River truck plant [in the Soviet Union]. We’ve got mastic equipment there, sealer equipment in 
there, and I’m not sure of all of the units that we have there—and in some other Eastern 
European countries. The suppliers to the car industry are major customers as well. I mean, there 
are a lot of industries that feed products into the automotive industry, and they’re a significant 
potential for us as well. 
 
JF: What about the appliance industry? 
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DK: Same there, although their focus has been on product finishing over the years, and we’re a 
later entry into product finishing; so we would have some pumping equipment, but not as much 
as a number of our competitors. To a degree, the furniture industry would be in the same. 
Although we have a lot of pumping equipment in the furniture industry, it’s only been in the last 
four or five years that we’re in the actual application of coatings in the furniture plants. 
 
JF: You mentioned building contractors as being a major market as well. 
 
DK: Yes. 
 
JF: What about the consumer market? Are your products available directly in hardware stores? 
 
DK: We’ve gone into the consumer business really after the 1974, 1975 recession, when we 
noticed that the do-it-yourself business seemed to carry on as well or better than it had before—
and because of our own cyclicality, where we kind of follow the cycles of capital spending. The 
question was: Is there some product that we could find or come up with that we could sell to the 
consumer? Well, then a chap came to us with an electric plug-in cup gun. When he came to us 
originally, in 1974 or sometime, we weren’t interested, and he left, went to others, and came 
back eventually (he couldn’t find anybody else to do it). By that time we thought, well maybe, 
for the do-it-yourselfer-or in his case he was enthused about direct mail business—that maybe 
there was a business potential for us. So we’ve really been at it from that time to this, trying to 
improve the design and the product that he brought to us, and trying to market it both by direct 
mail and also through retail stores to the consumer for use in applying coatings to a variety of 
household items, including the outside of the house, or the garage, or garage doors, or fences, or 
chairs, or boats, or whatever. That category has grown and is growing. We have a smaller market 
share than a number of our competitors, and yet there is a lot of interest by consumers or 
do-it-yourselfers in finding a better way to apply paints and coatings than brushes and rollers, so 
a lot of that equipment is going to be sold as well. [Since have sold this line and moved away 
from the consumer business. DK, Oct. 1984] 
 
JF: Does Graco manufacture products for private label retailers which they sell then under their 
own labels, or do you sell it all at— 
 
DK: Yes. We sell most of our product under the Graco label, but we do occasionally make 
private label for other concerns (and would be willing to do that). One of the areas of interest to 
us is the OEM, the original equipment manufacturing business, where we’re selling some of our 
products that are incorporated into devices that others use. Whether they use the Graco logo, or 
they prefer to have their own logo on that—we look at the economics of it. Sometimes it’s just 
too expensive to have different models and different products and different paintings-and so on; 
you can’t afford to do it. In some cases there are advantages, both to Graco and the distributing 
body, to have it under their label rather than under ours. So we have modified our policy 
somewhat and have, in fact, made private label for some people. 
 
JF: You mentioned someone bringing you a product to look at. And you mentioned earlier how, 
at least in times past, people sat around and talked about the products (I suppose that’s still 
done). But how are the majority of your products developed? Is it internal; is it external? 
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DK: Most of them have been internal as a result of requests from some customers, or from some 
of our field sales people. Most of them have been little steps of improvement of products, from 
one to another. We do very little research per se; it’s kind of an advanced engineering function, 
where we’re trying to improve a particular device or product. 
 
JF: We were talking about product development, whether it was internal and whether it was 
external. You just commented that some of your ideas came from customers who asked you, “we 
could use this; we could use that.” 
 
DK: Yes, really that’s where the bulk of our ideas have come from, people who have had 
problems handling one kind of fluid or another. Either they haven’t been able to find a method of 
solving their problem, or they weren’t aware of it; at least they’ve asked us for different 
specifications, different kinds of equipment. The bulk of our products have been developed as a 
result of that, and internally. We do watch what’s going on in the industry. We watch what either 
competitors or other people are doing in handling fluids and try to be responsive to innovations 
that take place anywhere around the world that can impact our business. And we’ve had ideas 
brought to us. Products have been developed also by some of our distributors and by ideas from 
our sales people (different things that they think we ought to make) but it’s been more internal 
than external at this point. 
 
JF: Are a lot of the customer suggestions fed back through your sales force, or are they direct, 
would you say? Or both? 
 
DK: Most of them come back through our sales force. It’s a process that’s formalized to the 
degree that we’re asking our sales people constantly what product ideas they have, because the 
market place is really what determines the kinds of products that we’re going to need in the 
future. Trying to meet some customer’s need is really what it’s all about. We have some more 
direct contact now. We have national accounts, or other direct contacts with some end users, 
where we’re working with them and probing and trying to find areas of theirs where they have 
development activities going on and they have opportunities or questions that they haven’t 
answered. So we do have some interchange directly with end users themselves. 
 
JF: You have quite a handsome looking technical center next door here. When was that built? 
 
DK: That was built in 1974, finished in 1975. We probably moved in 1975, or early 1976. 
 
JF: What is its function? 
 
DK: It’s the main corporate center for product development, testing, the labs, the administration, 
the computer aided design activity, the test cell’s there; we can take different units, we can check 
competitive units, we can tear it down, we can put on breakdown tests, we can do a variety of 
things, and it’s all headquartered right down in that one facility. The bulk of Graco’s product 
development occurs there. As we change our organization, and to go some smaller operating 
units, we will have some product development that will take place away from that facility out in 
some of the operation entities. Some of them could be overseas; some of them could be down in 
Michigan, both at our Graco branch office there and at the Graco’s robotics facility; some out in 
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Denver, Colorado, where one of our operating units has a technical capability as well; and in 
Chicago; but it’s coordinated, it’s housed, in that facility. 
 
JF: How big a staff do you have devoted to product development, testing, developing, building? 
Just roughly? 
 
DK: Oh, that’s a good question. It breaks into a lot of different categories, both those that are 
included here in product development in Minneapolis, and those that are in application 
engineering and in engineering systems for customers. But I’d say 180 or 200 people are directly 
or indirectly involved in some way in the development of product. It’s always the question of 
whether that’s enough or too many, whether it’s the right people, how to use outside resources, 
how to use engineering development organizations, how to use universities—there’s always a 
challenge-and other inventors, other people that are really entrepreneurs, inventors on their own, 
and don’t want to become involved with the administration of a larger company (they’d rather 
work on their own). How to utilize their skills in helping us develop our products is really an 
interesting question. 
 
JF: Do you see the R&D (of whatever sort) as a key element in Graco’s business? 
 
DK: Yes, I think so. It evolved slowly over a period of time. A lot of it in the early years, 
obviously, was provided by Russ Gray, and in turn, Harry Murphy and Bay Beaver, and Chuck 
Murphy, Bill Vork, Mike Rusnik and early people. They would go directly almost from concept 
to design in the machine shop, and it was very effective. In subsequent years, we had a close 
tie-in with the customers and then the development-engineering people. Now the challenge is to 
maintain that as the Company’s grown; maintain capabilities in technical areas in a lot of 
different kinds of equipment. Not only the pumping equipment, but all the accessories that go 
along with it, the materials that we’re handling, the packings, the chemistry of paint handling, the 
movement to higher solids, and the corrosion of water resistance, puts a lot of new challenges to 
the engineering crew. As you move to automation and add the combination of the mechanical 
activities—but along with the process controls, the electronic control mechanisms that drive 
these units—the change that we’ve had to go through and the need to improve significantly from 
a technical standpoint is really there. It needs a lot of time, thought, and funding to make sure 
that you are developing products that really are of service to your customers. You try to do the 
best possible job for that end user, and that takes some good thinking on the technical side to 
make sure that what you’re doing is the best possible answer for that job. 
 
JF: You’ve mentioned several times, of course (inevitably, since you’re in business), your 
competitors. Name some of the major ones. Who are they? 
 
DK: Oh, in the early years, automotively, our first competitors were the Alemite division of 
Stewart-Warner, a company called Aro Corporation, Lincoln Engineering down in St. Louis 
(Aro is in Bryan, Ohio), then another company in Indiana called Balcrank. The five of us were 
really in that automotive—we were automotive competitors. Then over in the industrial side, we 
compete with a company called Binks, in Chicago; De Vilbiss (now owned by Champion Spark 
Plug), who started really on the painting side and on the product finishing side, and have kind of 
gravitated back into the pump side. In Graco’s case, we started with the pumping mechanism 
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(the movement device for the fluid) and now we’ve extended that into the systems business that, 
by the way, includes the product finishing. So we each come at the business from a little 
different avenue. Ransburg, down in Indianapolis, got involved in electrostatic product finishing 
and have now expanded into a lot of other kinds of factory products. They’re a competitor of 
ours. Internationally, there are a number of competitors now. One here, Spraytech (or Wagner) is 
a competitor. We have a number of competitors in Japan. So we have a lot of good healthy 
competition in each of the areas that we’re in. 
 
JF: You mentioned earlier (just quite recently here, too) when we were talking about product 
development and universities. Have you had any relationship with a university to help you 
develop a product or to use something that a university has developed that fit with the product— 
 
DK: No, although we’ve used outside engineering firms sometimes, or we’ve taken a problem to 
them and said, “Okay, here’s the criteria; this is what we think we need.” And they, in turn, have 
come back on a fee basis and have developed a couple of things for us. We’ve had some 
interface—years back there was a university—some people who were involved in tablet coating 
who were working on trying to improve the state of the art in applying coatings for tablets, for 
vitamin tablets and other kinds of tablets. We worked at that time with a university on the East 
Coast. We’ve worked here, obviously, with the University of Minnesota to a degree on that. Yet, 
it’s an area for us, I think, to do more than we’re now doing. It’s a possibility for us. In fluids or 
fluid technology, or other kinds of engineering, it would be possible for us to work with them, I 
think. 
 
JF: How important a segment of your business is the food movement?  
 
DK: A small part yet. We have some business, but it’s really a small part. I keep thinking that it 
should be more but it isn’t. 
 
JF: What was the status or marketing (turning to that for a moment) when you first came to 
Graco? How as it done? Who coordinated it? 
 
DK: [Laughs] Well, I’m not sure that anybody coordinated it really. Marketing as we understand 
it today wasn’t being done. A lot of selling was being done (and successful selling). The 
character and the flavor of the Company was one of salesmanship. As I look at the three key 
individuals involved in the Company: Lee Gray, Russ Gray, and Harry Murphy—all were great 
salesmen. They had a very personal involvement with the business, an interface with the 
customers, and really understood the business and could really sell. 
 
JF: You were talking about marketing as being a personal sort of thing. 
 
DK: Yes, yes. In the early years a lot of it was done selling by those three people. Then the next 
group of people were a group of salespeople. Arm Schweppe, at the time I came here, was the 
sales manager of the automotive division, and a fellow named Earl Niederloh, who had been 
hired from Lincoln Engineering, was the industrial sales manager. Earl had had experience in 
working with distributors and setting up accounts and training. So we began to get some broader 
look at the total marketing activity at that time. Harry Murphy, Jr., was there and deeply involved 
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in the affairs. Harry was a sales-type guy. He was a very aggressive fellow—and understood the 
equipment, its application, and worked with distributors, setting up distributors, and some with 
the end user. The total marketing job, really, was coordinating all of the advertising, the 
promotion, the market research, the market potential, the market share, and all those things; we 
weren’t doing that at all. We didn’t know much about market share, know much about market 
potential; we were just trying to sell more products from one year to the next. I’d say that the 
sales function was very strong; the total marketing was not so strong. And that really has 
evolved. We’ve tried to improve, and really become a marketing company over time. One of our 
goals in the last five years has been to become more of a marketing company and reflect on the 
user and what those needs are, rather than developing product and then going out and trying to 
convince the customer that they needed some of those. So we’ve tried to turn that around. Again, 
that’s a challenge because of the international aspect of the business, because of the many 
different end users that we have, the many different applications that we have. The marketing 
challenge is really significant. There is no easy, simple answer to how to market Graco’s 
products.... 
 
JF: Last time we talked about marketing (we had just started talking about marketing). You had 
made the comment (which I thought was incisive) that when you came you thought that Graco 
had a good sales force, but didn’t do much marketing per se. 
 
DK: Yes, the Company was sales and customer oriented, but a total marketing approach was not 
in evidence. It was an aggressive reaction to customer needs, input directly from the field sales 
force to the engineering organization, with models built (let’s try this or try that), where you go 
to the prototype and make some and send them out and see how they go. We didn’t look around 
the world and find out what the potential [was], what the competition [was] what the price [was] 
—we had little concept for market share. We can make some, we can sell some, and here we go; 
that’s the approach used in the fifties and sixties and probably through the seventies (part of the 
seventies, anyway). 
 
JF: How was it refined, do you think? 
 
DK: I think with the infusion of certain outside M.B.A.s who came into the Company with their 
ideas. Those things change by people coming and going and people learning from one another 
and building on strengths that different people have. It’s a combination of trying to mix an old, 
successful approach to new challenges, new data, and new skills that people have. There is a 
certain amount of swinging back and forth (and possibly too much so), trying to find just the 
right answer to how things are done. That relates not only to marketing, but how you organize 
yourself, what kind of distribution relations you have, and the training function, advertising, and 
promotion. It evolved through the seventies, where we tried to do a better job in total corporate 
planning and strategic planning. We all kind of learned as we went along, got a little on-the-job 
training (a certain amount of it) with some infusion from outside counselors and advisors. We’re 
still not a great marketing company. We’re trying to evolve from a sales company to a marketing 
company, and that evolution may take awhile, but it’s a process that’s going on right now. 
 
JF: Have you consciously recruited people whom you felt had a marketing sense? 
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DK: Yes, we’ve been aware of the marketing skill, or lack of it, that we had through a kind of an 
audit of the organization: who do we have here that has got a feel for marketing industrial 
products? We looked outside the Company as well for expertise. There are a lot of people that 
have marketing skills in consumer products, and certain kinds of products, but finding folks that 
are really experts in industrial marketing is a little more difficult. So we have tried to find some 
outside people, and we’ve tried to review the inside folks that we had, and those that we added, 
saying, “Are we adding a marketing dimension when we add this particular person to our staff?” 
We have added, slowly but surely, and so we have a stronger feel at the top management level 
these days in marketing than we had before. 
 
JF: Is that something that you perceived a need for when you came to Graco. 
 
DK: No, it kind of went along. I was one of the old gang, so I was not a great marketer [laughs] 
on arriving at Graco. I’ve learned from others, as we’ve gone along, about the need and the 
importance for that. Our orientation in those years had to do with the distributor, and we kind of 
used the distributor as our customer. We were developing and competing with others for that 
distributor’s time, and we focused on developing products and selling them to an independent 
businessperson of some kind, and they in turn sold it to their end users, and what they did with it 
was their problem. Unfortunately, that’s not (we’ve later decided) the most appropriate way to do 
it. We were coming into these companies from the bottom at a particular plant level, from a 
particular area need or factory need, rather than calling on the parent company at the home office 
to find out their total needs throughout the country, or throughout the world; what kinds of 
processes they were in, what kind of materials they were handling, and how could Graco be of 
service to them from the top. So we’re trying to move the focus, not away from the distributor, 
but with the distributor as a different kind of partner. We needed to look back at the home office. 
Where were all of the plants, and all of the outlets, and all of the universal needs of this 
customer, as opposed to just a single plant site—whether they needed a new pump, or a new 
valve, or a spray gun, because our distributor led us into that particular plant. 
 
We’ve tried to change that thrust, change that focus, with direct calls on end users, through 
interviews and questions. That’s been a different twist for us. Some of this started in the time that 
we switched from selling the car plants through distributors to selling to them directly. We were 
in face-to-face contact with the end users. We found that because of the size of the jobs, and 
because of the technology, and because of the competitiveness, we had to go from selling 
through a distribution system to selling direct. Even though we had started to sell them through 
distributors (but we found we couldn’t keep that up or we were going to lose the business) we 
ended up selling direct to those folks, and therefore, [were] in contact with them, and better 
aware of what their future needs were throughout the system. If General Motors or Toyota or 
Nissan or Fiat had a particular problem in one place, chances are they had it in a lot of places. If 
an assembly plant had a particular problem, it’s likely that others had it as well, and we then tried 
to respond by meeting all their needs rather than just one unique occasion. 
 
JF: Within the Company, was there any particular person that you can think of as having 
spearheaded a move toward marketing other than yourself? Somebody who actually made that a 
goal? 
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DK: Oh, I think it was a group of people. Again, the organization at Graco has gone through 
probably three stages since I came. It was the evolution in the middle period there, when we all 
started to consider those issues more than we had. In the early years, we had a group of what I’ll 
call old timers, who had been with Graco for many years and had particular capabilities in 
specific areas, along with a certain number of family people; some had been there a short time, 
some a longer period of time. That evolved modestly from that time, from 1962 to 1969. When 
we went public in 1969, and during the seventies, a number of younger “professional” kinds of 
managers were brought in (M.B.A. types) who brought questions, drive, capability, and [were] 
looking at the world and trying to move the Company (this little privately owned company) into 
something different and more meaningful. It was really that group, along with some people they 
attracted to the Company. They had a high energy level, and high skills, and were anxious to 
grow. It was a very dynamic time for the Company in that period. The late sixties, through going 
public, through the slowdown in 1975, was a time of rapid growth with a major look at new 
opportunities, new areas for us to expand into—setting some specific objectives as to what it is 
we wanted to get done. So it was probably a group of (at different times) six or eight or ten 
people. We all learned from one another; I learned a great deal from them. Yet, we had a cadre of 
people who were the traditional Graco people who had done it a certain way, and done it right, 
who had identification with the customers, who mixed and mingled with that group, and out of 
that came the personality that was Graco. So I wouldn’t say that there was any one, or a couple 
of people, who were responsible. 
 
JF: It sounds as though you evolved (in a fashion) from a company that sold almost exclusively 
through distributors to people who began marketing directly. 
 
DK: Not really. There’s more of a focus on the end user, but the marketing method remains a 
basic use of distribution—different kinds of specialized distribution. As the products changed, 
and the application changed, and the engineering orientation changed, we had to look at that 
distribution and decide if it was able to do an effective job; was it cost effective to use a 
distribution network. Our posture and our relationship changed—we did have some more end 
user contact—but in many cases, or most cases, we would still tie in our distributor for either 
ship-in credit, or for after sales service, or for identifying certain kinds of distributor-types of 
products. We’re still basically a distributor-p30oriented company, and that’s really one of the 
strengths of the company that carries us into a lot of smaller cities around the world. We have a 
presence there in the form of that distributor, where it would be economically impossible for us 
to have our own people there devoting their energies to selling only our products. 
 
JF: How does market analysis get done? What do you do in the way of market analysis, really? 
 
DK: It gets done in a variety of places within the Company. We are just now evolving to what 
we call strategic business units, where we’re trying to get smaller groups of people focusing on 
end users. They’re really responsible for their own marketing, their own market awareness, 
understanding their current users, and their future potential users, and responding with products 
that meet those particular needs. So a fair amount of it is done at that local operating level. We 
do have a corporate development function and corporate marketing—a small group of people 
who look at the larger numbers, the major trends, at the major shifts in processes and in future 
potentials. So it’s done both by the smaller entities and by the corporation; trying to determine 
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what our growth mark is (because we’re determined to grow), and how can we position our 
capability (of answering fluid handling problems) and how we can find all of the potential users 
of our kind of products, and if we fall short of growth goals there in that area, what are some 
other natural places for us to grow. That’s a process that’s going on all the time; self-analysis, 
looking at current activity, trying to see where we can punch out into a new area and find a new 
spot that we can carry our capability, add to it, enhance it, develop some additional products and 
strike off in a new direction that hopefully has some growth potential here or someplace else in 
the world; that’s really what we’re trying to do. 
 
JF: How large a sales force do you have? 
 
DK: Oh, we have in the United States about one hundred people who are employees of the 
Company who are salaried-plus-incentive sales types. We have another thirty-five or forty 
representatives on our automotive servicing business. Internationally, we might have another 
fifty Company employees as sales types in different parts of the world and then the whole 
distributor network in addition to that. We would have a lot more administrative people than that, 
in addition to those sales people around the world. They’re mostly in support of the sales people, 
but they’re in marketing, promotion, advertising, and inventory control, and all the kinds of 
things that you’re trying to do in a sales company or a marketing company, which we have in 
England, Germany, France and Norway, to a larger degree in Japan and Canada. They’re 
oriented primarily to applications, and sales and marketing. The only basic manufacturing that is 
done is done here in Minneapolis now. A small amount of manufacturing is done in Chicago. We 
still buy some things from a company that we owned in France called FOG. They’re a supplier of 
Graco products for our sales force to sell over there, and Graco products are manufactured in 
Japan by our joint venture partner. 
 
JF: I was just about to ask where your plants are, in the United States first, and then worldwide. 
 
DK: Yes, that’s it. Primarily, the basic manufacturing and distribution control function is here in 
Minneapolis. 
 
JF: You mentioned a Chicago facility. 
 
DK: Yes, this was a company that we purchased in 1970 called H. G. Fischer Company, and that 
we bought primarily because of its electrostatic capability. It had two other product lines: one, an 
x-ray business, and the other a paint colorant business. We sold off the x-ray business to a group 
of employees from the company, and we have maintained the colorant business and the 
electrostatic business, and that really has become the technical hub and the application hub of our 
product finishing business now, down in that Chicago facility; Franklin Park is where it’s 
located. We probably have 125 employees down there devoted largely to product finishing, but 
also some small job shop production, plus some fluid systems people, some sales and marketing 
people, and application engineering. 
 
JF: Does the Company own property, plants, or anything in foreign countries at all? I know you 
talked about the French venture last time. 
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DK: No, just the sales. These are sales outlets. They’re office spots where we have a demo lab, 
and sales people. Our headquarters in Europe are in Rungis, which is close to Paris, and in 
Germany we now have a sales and engineering organization and an application group, and the 
same in England and Norway. 
 
JF: You mentioned last time, in passing—because we weren’t discussing marketing at that 
time—that Harry Murphy had been one of the people who had led the foreign expansion. 
 
DK: Yes. 
 
JF: About what time was that? 
 
DK: Oh, it was late fifties and early sixties. He became president in 1957, and started shortly 
after that. He had traveled to some of those places and was very interested and involved (along 
with Maynard Hasselquist) in setting up the first sales subsidiary there in Geneva, and the 
licensing agreement and arrangement with FOG, and the addition of distributors there, the 
expansion, the licensing agreement in Japan. He was active in shipping products to Australia, 
and stimulating Graco to export more of our products outside the country. So that really got its 
start in the mid-fifties and expanded, from an export standpoint, in the later fifties, and then we 
started forming those sales subsidiaries in 1961. Sixty-one was Geneva, and 1963 was France, 
and Germany, and England. 
 
JF: Are products manufactured under license in those countries, or are they shipped from here. 
 
DK: No, all shipped from here. 
 
JF: Even in Japan? 
 
DK: No, they are under license. It’s a fifty-fifty joint venture. Some small amount of products 
are now shipped from here; originally, most of it was shipped from here, and then the Japanese 
partner became the manufacturer of the products, and we phased out here. That’s under license 
arrangement; they pay us a royalty based on sales. 
 
JF: But that is the only place overseas in which Graco products are manufactured under license? 
 
DK: Yes. 
 
JF: Have you found it difficult penetrating foreign markets? Have you found that different from 
the American market? What problems have you confronted or overcome? 
 
DK: Oh, our interest originally started just to increase our sales. After the war, obviously, there 
was a great demand for products, and the whole world was developing and industrializing. We 
really had a great opportunity; it’s too bad it took us until the late fifties to get there and get into 
it. We really were there plenty early enough, so that we really should be further ahead today. We 
really should be doing significantly more business outside the country than we are. Yet, we have 
had nice growth, and it has been good business, very positive business for Graco. 
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 But we didn’t push ahead, and didn’t make sufficient investments in terms of people—in 
technical and application people—and in inventory locally, and depended more on distributors. 
In the early years the European distributors were primarily interested in exclusive arrangements, 
and within their country they wanted to handle all of our products. That was a serious problem 
for us, because most of them started with us selling automotive equipment or lubrication 
equipment. 
 
In the early years, as we set up distributors, our primary business was to the oil companies, and 
garages and service stations, and many of our distributors in Europe (and Canada, and Latin 
America) were in automotive equipment. As Graco evolved into the industrial product line, then, 
in their own inevitable style, they wanted to market that industrial product-and we probably 
waited too long, didn’t push aggressively enough, and were too easy with them. They couldn’t 
do it well, so we really hurt them and we hurt ourselves. A few of them were able to make the 
switch, and eventually were able to sell both automotive and industrial; most of them could not. 
The harangue went on for years (could they or couldn’t they) and we didn’t want to jeopardize 
the existing business we were doing with them—and big arguments and discussions went back 
and forth. In fact, over a period of years, lubrication technology didn’t move ahead too much, 
and eventually the European manufacturers began making lube equipment. Because of their 
labor cost, and transportation costs, and duties, it became more and more difficult for us to 
market automotive or lube-type equipment there, so the push was really into the industrial 
business—originally with painting, and subsequently with other kinds of products. 
 
In the United States we had what we call multiple distribution. We’d have many different 
distributors—in Chicago, or Atlanta, or Detroit, or Dallas, or Houston—and therefore got 
significantly more penetration than we would get in the European countries (or Canada or 
wherever) where we have one major distributor, and [were] trying to convince them, trying to 
sell this new product line to them, explain to them what it was, develop their people—and they 
might have only one or two people trying to sell the product. And our business went up, but not 
in relationship to what the potential was. There was a huge expansion industrially over there in 
those years, and we just marked time enough to allow for that European competition to come in 
and copy, to a significant extent, our product line. We didn’t have patents on much of it; it was 
just our own expertise in making quality-pumping equipment, and dispensing equipment. So we 
saw a fair amount of copies show up, and pretty soon there was a company going, and then 
they’d have some new, innovative ideas on their own, and they’d kind of blossom into 
full-fledged competitors. That is disappointing, because we were there, we’d made the 
commitment, and we just didn’t have enough marketing expertise to understand what real 
opportunity we had, and that we were missing. Yes, our business was growing, but our market 
share was declining rapidly. We went through that same kind of exercise in a lot of different 
markets, and in Japan as well. So although it’s been good business, profitable business for us, in 
which we’ve been exposed to a lot of product ideas and a lot of wonderful people, nevertheless, 
our international business should be further ahead today than it is. 
 
JF: What percentage of Graco’s sales now would be foreign? 
 
DK: It’s about a third now. When we owned FOG—we purchased FOG, our French licensee—
and during the period of time when we had the French sales included it was about fifty-fifty; we 
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did about half our business inside and half outside, which was a mix that we weren’t comfortable 
with. We thought that wasn’t a bad mix, although we had these operating problems and, 
eventually, with the sale of  FOG, the percentage dropped to about a third. There’s obviously 
significantly more potential outside the U.S. than within—and so we’d like to gravitate from 
thirty-three up to some larger percentage. We would like to hope that the U.S. marketplace has a 
potential to grow, and therefore international sales are going to have to grow at a faster rate to 
catch up to be even. It’s not out of the realm of possibility that that wouldn’t happen again, that 
we will evolve again to fifty-fifty. But there’s a move towards protectionism going on around the 
world again that’s a problem. This is where we came in years back. The reason that we had to go 
and set up inefficient production or assembly operations was because of import duties and 
restrictions—and therefore inefficiencies, higher costs, and more inflation result from that, as 
people become self-centered and more anxious to protect their own home industries (and 
artificially so). We’ve been through that in the forties and fifties, and that was improved 
dramatically in the sixties and seventies, but there seems to be more interest in that, either 
because of the economy, or because of the costs, or because of trade imbalances, or Third World 
countries trying to generate exports or jobs at home.  
 
Every country in the world wants to make it at home and ship it somewhere else. Well, 
everybody can’t do that, and yet it is most efficient to do it that way, to compete on a worldwide 
basis and to allow products to flow freely across borders, and for us to compete with the 
Canadians, with the Mexicans, the Japanese, the Swedes, and whoever else, and vice versa. The 
consumer’s going to get the best value for their money if, in fact, we’ll allow that to happen, but 
it doesn’t happen exactly that way. 
 
JF: Do you promote, do you personally push for both the international and domestic sales? You 
regard growth in both as being important (obviously). But do you regard one as being more 
important than the other? You mentioned you thought the international had more potential 
growth. 
 
DK: Well, the size of the market, obviously, is greater. We only have 235 million people in the 
U.S., and the rest of the four-and-a-half billion are located outside the U.S. Therefore, 
somewhere outside these boundaries there’s got to be more potential for our equipment than in 
this country. Partly because of some of the crazy business operations that we’ve been through in 
the past, some of the political problems, and wars, and fights and disagreements that you get into, 
doing business in other countries is higher risk. You ought to, therefore, get a higher return on 
that kind of business. It’s subject to swings and political decisions and a variety of things over 
which you have less control—serious inflation in certain places and all the traumas of doing 
business in those places. Therefore, there is some higher level of risk (especially in the short 
term) by being too exposed to international markets; for example, the situation now that has 
occurred in Mexico. Those people that had installations and businesses and assets in Mexico 
have had a terrible time recently with the wild devaluation of the peso. The impact that has on 
the performance of companies in the U.S.—circumstances over which the management has no 
control—obviously impacts their business a lot. You have those kinds of risks. You always 
assume that it won’t happen, but the fact is it does happen. Graco at one point in time had an 
office in Teheran. We felt a need for a presence in the Middle East and had an office there (and 
successfully so), and fortunately had closed it before the disasters that have taken place in 
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Teheran since then. Beirut looked like the commercial center of that area at that point in time. 
We were advised to have an office there. Well, you’ve seen what’s happened in Beirut. We’ve 
done business in Argentina, and had some good customers in Argentina, and yet the inflation rate 
there is at one hundred percent (or whatever). So there is more risk, and those things have to be 
quantified in measuring your return on investment, return to the shareholders, and in assessing 
the kinds of risks are we taking. The management has a responsibility to maximize return on 
equity and on investment. 
 
After going [overseas] and visiting there, the conclusion I reached was that the more we can 
stimulate contact between the people of different countries, the more likely we are to avoid 
conflicts in the future—whether those contacts are by athletes, through the arts, or by business 
people. I thought the more exchange we could have between Eastern Europe and Russia and the 
United States, why, the better off we would be. Therefore, we modified our policy and began 
seriously trying to sell our products in Eastern Europe. We’ve had some success in the past, 
although we don’t really count on it year to year because it is so volatile. Again, it’s subject to 
whims, and currency availability, the hard currency ability to pay their bills, tough competitive 
pressures both from Western European companies and from other U.S. companies, and therefore, 
it’s a very volatile business. There’s no steady flow that you can count on year to year; it’s up 
one year and down the next, and therefore, it’s very difficult to plan. We keep working at it and 
trying, but it has not become a major market area for us. The Middle East, on the other hand, has 
continued to have market potential for us. We have sold a modest amount of equipment in China, 
not much, but a start at least. We really look at the whole world as a marketplace and try to 
determine what kinds of products and services we have available that we could sell to people 
anywhere in the world—unless the government has some rule or law that says we can’t ship it. 
Our products, from the technology standpoint, normally aren’t on a list prohibited from shipping; 
pumping lubricants or grease or oils, paints and so on, are normally not on the restricted list. 
Generally, we have access, if commercially we can successfully sell. 
 
JF: What foreign markets look most promising to you at the moment? 
 
DK: Oh, I’d say Southeast Asia, down through Indonesia; there is a lot of development going on 
there. Japan continues to be a major market. Japan is going to be a major industrial country; it is 
now and is going to continue to be as time goes on and will evolve into, possibly, a financial 
center, a high technology center, and therefore is going to impact worldwide business for 
centuries, probably. I would think that Mexico, in spite of its current problems, because of its 
natural resources, because of its labor supply, because of the cost of labor, and because of its 
proximity to major markets; I would think that Mexico, long term, ought to be a good developing 
country, a good manufacturing country. And the feeling by experts is that the U.S. will continue 
to evolve from a manufacturing country to a service oriented, information center country, and 
that the basic machining and manufacturing of things will go to the Third World countries or to 
other places where there is a supply of labor and a supply of raw materials. Therefore, there’ll be 
significant potential as that evolution takes place. Obviously, in Europe, with the numbers of 
people that are there, it will continue to be a large market; not growing rapidly, but large by its 
size, and its standard of living. Therefore, the major countries in Europe: England, Germany, 
France, and Scandinavia, will continue to represent significant, and steady, market potential for 
us. 
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JF: I was thinking of the lower wage scales overseas. Have you ever given considerable thought 
to actually building plants overseas and making your equipment there? In Taiwan, for instance. 
 
DK: No, not really. One of the reasons that we went to France originally was because of labor 
costs, and import duties, and time delay in getting our products there. So we’ve been through that 
cycle once. In the end, after six or seven years of doing business in France, our total costs of 
producing a product in France were no cheaper than here in Minneapolis—for a variety of 
reasons, but that was the case. So we don’t at this time have a specific mission to locate 
production in Third World countries. The time may come when that is the appropriate thing to 
do, but as of now the bulk of our manufacturing is here in the Twin Cities, and probably will be 
in other U.S. cities as time goes on. However, if the move back towards protectionism does take 
place, then we’ll have to look at particular markets and decide. We may be forced to go back and 
produce our products in Europe or, conceivably, Japan (continue in Japan), or possibly other 
places. But that will be an economic decision based on what we think the market potential is and 
what it costs us to get into production there. 
 
JF: Anything at this particular point that you want to add on marketing that I haven’t asked you? 
 
DK: No, not really. One of the difficult challenges that we have in the total marketing of our 
products is that we make and sell a large number of products; we don’t have any small number of 
units that make up a large percentage of our sales. That’s good news and bad news. It’s good 
news because it isn’t so attractive that other people can easily get into the business because there 
aren’t large quantities of orders. The bad news is that we have short manufacturing runs, and 
therefore efficiency questions—and require a fair amount of machine tools, or buy-outs, or those 
kinds of things. But therefore, we have a lot of small quantity items that we sell. The question is 
how to structure yourself to sell them effectively, to meet the specialized need of the end user, 
and yet to do that through a general sales force. We have to have sales people that have skills 
with a lot of different kinds of fluids and semifluids; therefore, they have to have expertise in a 
number of different areas. Yet, in many cases, the end user’s problem is very specific, in which 
he needs a variety of expertise, and we then have to bring in resources from other parts of the 
Company or from other areas. That is the interesting challenge that we have: on the one hand, 
trying to control our own sales cost; on the other hand, to send somebody to every plant site who 
truly can be of service to that customer, provide him the best solution to his unique and particular 
problem in terms of hardware and in terms of software—the latter being the knowledge to solve 
the problem. What other accessories do we need, what kinds of buy-outs do we need, what other 
products we have to add to the Graco line to make this a successful installation; that is an 
interesting problem. 
 
JF: You mentioned a little while ago—and I want to make sure I have a good idea of what you 
meant—that you had formed, or were forming within the Company, small groups of people to 
concentrate on particulars in product development, I take it (at least in part). Are these 
cross-corporate groups of people? I mean people representing—like one person from finance, a 
person from engineering? 
 
DK: For the most part, they’re supported by the corporate staff. They would have their own 
sales, their own marketing, their own application engineering, a few of their own development 
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engineering people, their own controller, and over time, possibly their own personnel person. But 
the bulk of their products will be manufactured by the corporation. The distribution system, that 
is, our branch offices that house inventory and so on, will be a corporate function. We will house 
it there, and have the computer set up, the customer files and so on—all handled corporately. So 
we’ll have a number of corporate functions that will be there to support these individual 
marketing business units, who will look at particular markets and take all of the Graco products 
into that particular market, have an expertise in that market, promote that and be specialized 
enough in it to really solve the user’s problem. 
 
JF: I see. So they would concentrate on customers— 
 
DK: Yes. 
 
JF: Turning attention briefly to finance—obviously there must have been some quite dramatic 
changes in since you came to Graco. When you came to Graco, how did Graco finance itself, 
how did it finance product development, and sales, and production? 
 
DK: Well, as any privately owned business, it’s all out of earnings and bank debt. You have to 
pull yourself up by your bootstraps. You have to internally generate sufficient cash, and have 
sufficient margins to go to the bank on seasonal borrowing lines, and that’s what we were doing 
in 1956 and 1957, and really through 1969. We would be in and out of the bank. Fortunately, we 
were operating profitably and had a strong cash flow, even though we were expanding and 
therefore our working capital needs were going up; that is, inventory and receivables were going 
up every year as we grew—and we were adding to our facilities periodically and so on. Yet we 
were operating on a profitable basis and the cash flow was a positive one. We had some debt 
during that period, some long-term debt, but most of it was financed out of short-term debt and 
out of earnings. One of the financial crunches occurred shortly after we went public, or in 1974 
or 1975. We had purchased FOG for cash; we had purchased H. G. Fischer for cash (these were 
both in 1970). We had built significant inventories for growth that was going to take place in 
1974 and 1975, and we had a sales plan that was very aggressive. So we went through a very 
difficult period from a cash standpoint during that time, and did accumulate some debt—some 
additional long-term debt, and short-term debt—and really stretched further than we should have, 
and the business slowed down. The challenge we had was to regroup, get back to operating 
profitably again, reduce our inventory, slow down on capital expansion and facility expansion 
(we didn’t have any more acquisitions for cash). and get back to operating profitably and pay as 
you go on a bank debt basis. The Company has never sold any equity. The only equity that’s 
outstanding was sold in a secondary offering by the founding shareholders. The Company at this 
point in time-other than stock options and those few things—has really never raised any equity 
capital in the fifty-six years we’ve been in business. We’ve expanded the business out of 
operations and out of earnings. We have a very modest debt. At the present time long-term debt 
to total equity is a very small percentage. We’re pleased with that, and yet, we think that we 
should have an ability to use funds effectively so that we probably will have some additional 
debt as time goes on. 
 
JF: What is your [debt/equity] ratio, currently? 
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DK: If we took our cash and set it against the debt, we would essentially be about out of debt. 
Without that, we have about five or six percent debt. It’s come down. In the 1974-75 period I 
think it got up as high as forty to forty-five percent of total capitalization. We were concerned 
about that percentage and we’re pleased that we’ve pushed it down. A number that we’d be 
comfortable with would be twenty-five to thirty percent debt. As we see opportunities either in 
internal growth or on acquisitions, why, I guess that we’ll probably move back toward that 
percentage again at some point in time. 
 
JF: Do you consider Graco’s returns on capital good? Has that been something you’ve tried to 
improve over the years? 
 
DK: We’ve gone through a number of interesting cycles, and more cycles in the last few years 
than I’m comfortable with. In the earlier years—earlier being in the late fifties and throughout 
the sixties and up through 1974—we had very strong performance. It was very strong in the late 
sixties. It then slowed down some. Our return on operations after the FOG acquisition slowed 
down, because that was not as profitable an operation as Graco, and therefore we had a fair 
amount of assets, equity and sales on which we were getting a small return. Our ratios on 
performance came down; return on sales came down, and return on equity and investment capital 
came down. After the sale of FOG—really beginning in 1976,1977, 1978, 1979—partially 
because of the sale of FOG and partially because we were operating efficiently and growing—
our ratios got up very high. Our return on equity was very strong, our return on sales and return 
on assets was high—we place a fair amount of emphasis in measuring the management team on 
return on assets, what kind of assets the Company gives us to operate with and what we do with 
those assets that really are at risk here at the Company. We measure that, and our return on assets 
was high. That continued through the end of 1979. I’d say that the period that we’ve been in now 
with softer performance—began to slow down at the end of 1979. We had a poor year in 1980, 
we had a little better year in 1981, and we had a terrible year in 1982. We’re hopeful that we can 
begin in 1983 and 1984 to get the performance back; but the performance in the last two years, 
and more particularly in 1982, has been totally unsatisfactory. We’ve had some very high points, 
and some average points, and some low points. Eighty-two happens to be a low point, 1975 was 
a low point, with many good years around it. We’re trying to be more consistent; we’re trying to 
be less cyclical. A number of our products are to a degree cyclical. Our business with the 
building trades, the painting contractors, is cyclical. Our business with the car manufacturers 
goes through some cycles, although in years when the car manufacturers aren’t doing very well, 
we still have done well with them as they’ve expanded their capacity and their plant for more 
efficiency. But as industrial plants have problems, and shutdowns, and lay-offs, and restrictions 
on their operations, obviously it impacts us, and so we swing with that cycle. We’re trying to 
find ways of being less susceptible to business cycles, and to have a more steady, more stable, 
year-in-year-out performance. 
 
JF: You mentioned that Graco went public in 1969. Why? 
 
DK: We had a request by one of the shareholders at that time, Harry Murphy, Jr., who had 
decided to leave the Company, and who had received some shares from his father. Both he and 
Chuck Murphy, who were employees, and very valuable employees at Graco, had been here and 
active in the Company, and their father over a period of time had given them certain shares. 
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Harry had made the decision that he and his family’s best interests were served outside the 
Company, and so he decided to leave. We at that time had a specific policy of retaining private 
ownership. Harry decided to leave, however, and a fair amount of his net worth, I would assume, 
was tied up in shares of Graco in which there was no market (or a modest market at that point in 
time). The question was raised as to who he was going to sell those shares to. Minority shares in 
a private company aren’t really what you’d call the most attractive investments for people, and 
yet, I assume that it could have been sold. The question was raised about what we would do. We 
looked at the two families involved, the Russell Gray family (and Russ in particular) and the 
Harry Murphy family—both of whom at that time were retired from active management in the 
Company, and both of whom had to consider estate problems as time went on. We then had a 
visit with both of them to see what their long term interests would be. So I would say that the 
decision by Harry to leave the Company and sell his shares precipitated discussions by the 
Company to accommodate its growth aspirations and generating a public market for its shares, 
and to accommodate the needs of the Russell Gray family and the Harry Murphy, Sr., family. 
The shares from those various people and family members were gathered together. We had to get 
enough shares together to make it a reasonable secondary offering; we couldn’t have a public 
offering with just Harry Murphy, Jr.’s shares; we had to get some additional shares to have 
enough shares outstanding to have some trading. That really precipitated the decision to go 
public, and then we did it in October of 1969. Which was good timing from their standpoint. 
There was a strong market for new issues at that point in time, and we had a very positive record 
at that time. Yet, the value received for those shares-I’m not sure, after the splits, what the 
current value would be; six dollars, or something—those shares are not fourteen or something at 
this time. So on a deflated basis, why, possibly it could be better, but it’s about double, anyway, 
and we hope the value can be enhanced as time goes on with the growth of the Company. So 
that’s how it happened. 
 
JF: That was the only time shares in the Company have been offered in the public. 
 
DK: Right. 
 
JF: About what percentage of the Company was sold at that time in terms of shares? 
 
DK: Oh, I’ve forgotten. I’d say thirty percent, maybe, thirty-five, possibly. I’d say thirty-five 
percent or thereabouts. I’m not sure. 
 
JF: So that remains the percentage that’s in public hands today? 
 
DK: Yes, although through stock options we have more shares than that outstanding, but that’s 
about it. 
 
JF: How did you feel at that time, as the president of the Company, about it going to the public 
and all of a sudden perhaps becoming answerable to a much larger group of people? 
 
DK: Oh, I obviously was in support of it. It was a difference, it was a change. It was different 
than our plan; we really hadn’t planned to do that. Yet, we were committed to growth. We 
decided (I decided) that—again, it is a philosophy of mine, and I’ve talked about it—that the 
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reason for the existence of a company is to be of service to people, and the only way that we can 
serve people is by growing and by operating profitably. People who are employees of the 
company are benefited as the company grows, and is profitable, and creates larger opportunities 
for them, enhances their ability to get increases in compensation, retirement plans, a chance for 
promotion, or whatever. That can happen in a growing company and it can’t happen as well in a 
stagnant company or one that’s declining. The customers expect you to grow because they have 
new needs and new requirements, and so they are only enhanced as you grow. The shareholders 
expect you to grow because they want a return on their investment, and they want the shares to 
be worth some more money. The government takes half of your earnings, or thereabouts, so they 
want you to grow profitably. I’ve used a circle in describing it in the past, that the management, 
in particular the top management of the company, really is trying to serve those various publics 
and serve them all equally well; and the top management serves those publics well when you 
operate profitably, and when you grow. To grow we were limited at that point by debt, or 
earnings. Therefore, we had some question on ability to generate all the funds that we thought we 
might need. So that was a positive thing, to have a market for the shares, and also some liquidity 
for other shareholders as well, once the thing was established. Yet, there are an awful lot of new 
requirements, new people involved, questions, government forms, regulations, and so on. There 
are a lot of good reasons to stay private, but in our case, in that point in time, because of the 
circumstances, it seemed like the right decision to make and I’m glad we made it; I’m glad we 
went public. 
 
JF: Who took you public at that time? 
 
DK: Dain Kalman [Dain Kalman & Quail] was the primary regional company, and Lehman 
Brothers was the New York investment banking house. We don’t use Lehman anymore and 
haven’t for some time. 
 
JF: Did you feel, after that happened, any more— It’s often been said (to preface my question 
differently) that corporate executives sometimes feel the financial community expects an awful 
lot; that they want earnings that rise in an unbroken stream and that they tend to be unrealistic in 
expecting that this will happen, and to unfairly penalize companies when the laws of gravity 
overtake them. Did you feel increased pressure from financial analysts wanting to know why you 
weren’t earning this? 
 
DK: Yes, that’s a phenomenon that does take place and it’s too bad. It’s a very short-term 
mentality, and yet, that’s the way the investment public is, probably impacted by fund managers 
whose performance is measured on a quarter to quarter basis, and who gain or lose funds based 
on how they do, and therefore are more concerned with short-term than they are with long-term. 
The fact is that the United States’ worldwide competition is less concerned with short-term 
performance, and therefore makes commitments in products, and in plant, and in people that take 
a longer term pay off, and in the end will win the race (if they make the right kinds of 
investments, obviously). So I think there is more of a focus on short-term (too much so), both by 
top management, and by the investment community, and yet that is an easy thing to say and a 
tough thing to change. I don’t think it’s going to change very fast unless managements decide, 
and boards of directors decide, that the company is there and going to be in existence for many 
years, and maybe hundreds of years, and we better be doing some things that look out for the 
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interests five, and eight, and ten, and fifty years from now as opposed to what’s going to happen 
next quarter. That’s tougher for managements to do and say when they have very small equity 
positions in the company, and where they have a board of directors of professionals that sit 
around saying, “what did you do for me this year?” That produces a certain impetus to try to do 
well every year, every quarter, and that’s a problem for U.S. business. 
 
JF: Do you find that, in your job, a major irritant? 
 
DK: We try to be less impacted by it. We try to set our own destiny and try to make investments 
that we know may cost us in the short-term, but we’re hopeful will have long-term significant 
yields, and try to explain that to people. Whether they’re receptive or understanding about that or 
not, you can’t judge. 
 
JF: Do you think that’s easier for you because Graco still does not have a majority of its shares 
in public hands? Do you think you’re subject to less pressure? 
 
DK: I think that’s easier for us, yes. 
 
JF: Have you found it easier to raise money as a public company than as a private company? Or 
don’t you feel that was a factor? 
 
DK: I think that at the time that we needed to have the kind of debt that we had, it was helpful to 
be a public company. From an employee’s standpoint, with stock option plans, and other kinds of 
participative plans, I think it’s easier to have a marketable security to deal with. It gives us 
additional flexibility on acquisitions; it gives us a variety of advantages, really. 
 
JF: Do you have an ESOP [Employee Stock Ownership Plan] here? 
 
DK: No. 
 
JF: Do you foresee any equity offerings in the future for Graco? 
 
DK: Well, it depends on the financial projections, and as of the moment we do not. Again, it 
depends on our interest in acquisitions. We’re interested in expanding within fluid handling but 
outside our current and traditional business. If we’d find an acquisition candidate there that 
would be sizable and yet attractive, it may be possible to do it by some additional equity 
offering, either directly to them, or by raising the capital in the market. 
 
In December of 1983 an offering of Graco shares occurred for both the Company and selling 
shareholders. This was at the time of the LTI2

 
 acquisition. 

JF: Last time we ended up talking about finance. This time I’d like you to comment on 
management at Graco, particularly starting at the time you came here. How would you 
characterize Graco’s management at the time that you came to the Company? Would you say it 
was paternalistic? Would you say it was centered in one person? 
                                                           
2 Lockwood Technical, Inc., Monterey, California (now Graco/LTI). 
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DK: Yes, I would say that it was very paternalistic, with the caveat that there were two other 
Gray brothers at the Company at that time. Leil Gray was the obvious leader of our 
administration; he was the head of the Company. By the time I got here he was responsible not 
only for administration, but for sales, and for the financial side of the business. He had a very 
close relationship with a lot of the field sales people; they were personal friends of the family, 
they would come up and stay at the Gray’s home. These were people that he recruited or found 
in one way or another and had convinced to join this small company as sales representatives—
and they got to know their wives, and made calls together, and they lived together, really. It was 
a very close relationship both from the field sales standpoint, and from the factory standpoint. A 
lot of the people had started in a small group over on Tenth Street and Second Avenue, and had 
worked with the Company for a long time, through some very tough times, obviously, in the 
early thirties. We moved over here (to northeast Minneapolis) in 1938, but we still had a group 
that I call the Tenth Street gang, and there are still a number of them that are alive, though most 
now have retired from the Company. They had a very close relationship.  
 
They would have parties in the summer out at Lake Minnetonka, either at Leil Gray’s home or 
subsequently at Russ Gray’s home. So it was paternalistic to that standpoint. On the other hand, 
there were two very active brothers in the business who had their own identities and their own 
group of friends and followers within the Company—and I assume, a fair number of squabbles 
within the family about products, and about direction, and about this and that. 
 
Rollie Gray, who headed up the factory, and who was not a shareholder in the business, took a 
lower profile, and he was kind of a “give me the production and I’d produce it” sort of a guy. 
Russ Gray had been the inventor of the family and was the product idea man, and a very 
strong-minded and strong-willed individual. So it wasn’t as if they all waited for direction from 
Lee Gray; they had their own direction, each of them trying to march to their own drummer. 
Each of the Gray brothers had a little different approach to how they thought things ought to go, 
but there was obviously one head of the business. So it was very paternalistic, I think, from that 
standpoint—there was a close working relationship with the people. That continued to Mr. [Leil] 
Gray’s death. 
 
At the time of his death, of course, there was serious concern as to what was going to happen to 
the Company. He was one person who was deeply and strongly involved in the decisions, and the 
policies, and the direction of the Company—[and his death] left a major void. At that time, Harry 
Murphy, Sr., was asked to step in, and did, and did a wonderful job in his own style. He, too, was 
a very gregarious, very happy, very outgoing person, and had a lot of friends throughout the 
Company and among the customers. He loved to make sales calls; he loved to see customers and 
talk about Graco products. From an administrative or structural standpoint, we had almost no 
structure. I mean the thing was very loosely knit together. We had people who did things, and we 
had a lot of people who worked for the president, and those who didn’t work for the president; 
the organizational chart and structure was almost nonexistent. Somebody had one in his desk—
Lee Harness who had been here in a variety of capacities, in charge of production control, 
interfacing with the factory, and government sales and so on. He was the most organized of the 
management group at that time. Lee, if you asked him, could come up with an organization chart, 
but nobody else knew much about it or followed it very closely. It was just loosely run, loosely 
organized—I think that it worked quite well but with very few systems, very few procedures, 
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very few, if any, written policies (verbal policies were okay). It was kind of a freewheeling 
operation, I’d say, looking back at it. 
 
JF: Was there any consideration given of Russell Gray becoming president? I take it from what 
you said, that he was more active in the business than Rollie Gray was. 
 
DK: Both were active in the business. No, I don’t think there was ever any consideration—I 
don’t think Russell could do that; he’s no administrator at all. He didn’t like doing that, and 
wanted to do his own thing. I don’t think there was ever a thought that he would do it, could do 
it. The consensus was that Harry Murphy was the only one of those three, at least, who was a 
viable candidate to head the enterprise at that time. Russell was, and is, a very bright, very quick, 
very innovative free spirit. Those kinds of people aren’t very good managers. Therefore, the 
decision that Harry Murphy do it was a good decision. The Murphy family in those days was a 
key factor in the Company. Chuck Murphy was involved in product engineering and did a good 
job at that. Earl Niederloh was the industrial sales manager and Harry Murphy, Jr., was assistant 
sales manager—but a lot of the thrust, and a lot of the interaction, and a lot of the recruitment of 
field sales people, and product ideas, and training, and so on, came from Harry, Jr. He was a 
salesman. He loved to sell and did a good job at it. The Murphy family were really a vital part of 
the enterprise during those days in the late fifties and through the sixties. Harry finally left in 
1969. Harry and his dad had a good working relationship, and Chuck was a good engineer, so 
they were a great addition to the enterprise in those days. 
 
JF: How long was Russell Gray actively involved at Graco? 
 
DK: He was here from 1926 and still is active. His full-time participation went formally through 
his sixty-eighth birthday. We had a retirement policy in effect, but Russell kind of carried on in 
those years between the time he was sixty-five and sixty-eight—he’d come and go in the 
engineering area, had his own office for here and there, and lab. He continued to do that-tapered 
off very slowly—over a period of years; there was never any perceptible change in his 
relationship. He was no longer an employee of the Company; it was a consultant agreement. He 
was a consultant to the Company; he still is. He still is kind of coming and going, and has a 
variety of ideas on product. He’s been there from the start. 
 
JF: He is still on the board? 
 
DK: Still on the board, still alert, and contributes—has a lot of good ideas. He is sensible enough 
to know that a lot of people don’t listen to him very much anymore, and he takes it with good 
grace. But he still has got some good ideas. 
 
JF: How many divisions were there at Graco when you came? Were there formal divisions? 
 
DK: No. It was a functional organization really, with two sales departments: one automotive, and 
one industrial. They were vying for territory with much the same product at the start. A fellow 
named Arm Schweppe was heading up the automotive sales department and Earl Niederloh the 
industrial. Earl’s mission in those days was to find new distributors and add to our district 
managers’ strength and find products. So Earl and Harry Murphy, Jr., were spending their time 
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on that. Arm Schweppe—the automotive department was really paying for all of the 
development and growth. We had ongoing sales to the oil industry and to the car dealers and 
truck fleets. That was kind of a continuing, ongoing business. So those were the two things that 
were going on. Then the international operation began to grow about that time. In the late fifties 
and early sixties we really started to focus both on exporting products, and ultimately setting up 
our own sales overseas. We really had three things going on at one time during that period, 
followed by specialization in the painting contractor field, which was a part of industrial, but 
really a different kind of business than industrial. That was really the action that was taking place 
here, but we didn’t have any divisions per se. It was just a company. It operated functionally, and 
operated on a very personal basis, but with some responsibilities in the marketplace. 
 
JF: What was Leil Gray’s title, officially, at that time? 
 
DK: He was always the president. I think finally, at the time after he was sick, he became 
chairman of the board for some months before he died. When Harry Murphy was president, I 
think Leil was more or less honorary chairman; I don’t think he came to any board meetings or 
was active at all. So he’d been just president. 
 
JF: Were there vice presidents under him? Was Russell Gray a vice president? 
 
DK: I think eventually Russell Gray was a vice president, but I’m not sure. At one time Greer 
Wheaton was the secretary-treasurer, I believe. After Greer Wheaton died, Ted Bergquist was the 
assistant and then eventually Ted Bergquist was the treasurer of the Company. I think, then, 
Russell eventually was a vice president, and Rollie Gray was eventually a vice president of 
manufacturing. Ingrid Rasmussen was secretary, and that was about the extent of the officers, as 
I recall. In 1961, I became executive vice president, and then in October 1962, president. It was 
an awkward time, really, for the other families and the other owners, because suddenly they had 
a new ingredient in their life that they hadn’t expected. They had a certain relationship, or an 
awareness, or knowledge of Lee Gray (obviously, they’d worked with him for a long time). They 
had a certain style, and a certain freewheeling approach during the interim years there, from 
1957 to 1962. At that time Harry Murphy was asked to retire, and he really didn’t want to retire. 
His wife had passed away some years before, and he’d remarried, and had a delightful wife, and 
a delightful marriage, and felt young, and acted young, and he wanted to stay. He was enjoying 
it, obviously. It was a new ingredient for Russ Gray, and for Rollie Gray, to have me here, and 
involved, and ultimately, the president of the enterprise—of  “their company.” Now they had this 
new guy here, young, and not prepared, and kind of working on OJT as the president. So that 
was my role at that point in time, to try to sort that out and maintain the traditions of the 
Company, maintain the personality of the Company, and maintain the family spirit and the 
culture of the Company. But it was obvious that we needed to do a variety of things if that 
company was going to be viable and grow, and stay together, and be successful. I set about to try 
to mold the operation into something that I thought was a company that was geared to succeed. 
 
JF: What did you do? 
 
DK: Well, I began to organize it differently, to look at the people that we had within the 
Company, and began to make some tough decisions as to who were the people who were very 
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good at doing certain things, and who were very good at managing other people. That sorting 
out, with all of the family members involved, was a little bit awkward. At that time there were 
two Murphys, and one of Russ Gray’s sons, John, was here, and one of Rollie Gray’s sons-in-law 
was here, and my brother-in-law, Wally Salovich, was here. They all weren’t very happy, or very 
enthused. It was a new deal for them, and yet it worked for seven years, from 1962 through 1969. 
Harry, Jr., left then, in 1969, and Johnny Gray left about that same time, shortly after that. I think 
Wally Salovich left shortly after that. Then Rollie Gray, who had run the factory for a period of 
time, came up to his sixty-fifth birthday, and I felt it was time for us to have a more formalized 
manufacturing function, with some delegation of responsibilities to some supervisors and some 
other foremen down in the shop, and a management style that was certainly foreign to Rollie at 
that point in time. Rollie retired then, at sixty-five. He wasn’t very happy about that. Over a 
period of time others left, including Ted Bergquist, who had been the treasurer for many years, 
on the board of directors for many years, and headed up the financial side of the business. The 
decision was that we needed to do things differently in the treasury function, so Ted left the 
Company. Lee Harness stayed. I think at one time both Lee and Ted thought that they were 
candidates to be president of the Company. They were both ten or fifteen years older than I was 
(probably fifteen or twenty years older than I was) and had been in the Company a long time, 
paid their dues, been here and around. My challenge was to gain their respect and manage the 
business in the face of all of those different people and ingredients, and their own personal 
feelings, and their personal pride, and their own ideas and thoughts as to how things ought to 
happen. It was an interesting time. We didn’t have a lot of arguments and fights about things, and 
there wasn’t a lot of vying for control, or vying for position. They knew who the boss was, and 
that was me. I was trying to learn as I went. Obviously, there were a lot of things I didn’t know 
about managing a business. The challenge that I had was to try to take my personality, and my 
convictions as to what I thought ought to happen, and to blend that in with this little company 
that was going on at that time. So it was an interesting time and a time of some turmoil, a time of 
some confusion. Fortunately, the business was good. We had good years in the sixties, and we 
grew nicely every year, and had some major opportunities. Looking back, we probably didn’t do 
as well as we should have done—took advantage of some opportunities and we didn’t take 
advantage of some of the others. 
 
JF: What were some opportunities that you took advantage of at that time? 
 
DK: Oh, in product development. We were newcomers in the industrial field, and our 
competitors had been there for some period of time. We did two things; we maintained our 
market share and our focus on the automotive business, but at the same time recognized that the 
real growth of the Company was going to be on the industrial side. We did that from a people 
standpoint, by adding key people to it, by adding key products, and by aggressively going out in 
the marketplace and finding equipment needs that needed attention, and we responded 
aggressively. We had a very active product development program, and we introduced a lot of 
new products year in and year out; we were adding something every year, and pushing those 
overseas. We had growth in most areas, in automotive and surely in industrial, and then in the 
painter/decorator area, and in the export markets. We were new there; we had good products, 
quality products, products not available from other sources (to a large extent), and we just 
pushed the daylights out of them. Those were successful days. We really marched ahead. 
 

Grac
o I

nc
. O

ral
 H

ist
ory

 P
roj

ec
t 

Minn
es

ota
 H

ist
ori

ca
l S

oc
iet

y



 32 

JF: What would you say were some [opportunities] that, for whatever reason, the Company 
didn’t follow up on at that time? Can you think of any? 
 
DK: Oh, we should have been more active in the plural component field earlier. We should have 
seen opportunities in product finishing earlier. We had a pumping line, and we kind of added to 
the product line in bits and pieces rather than looking at it as a system, looking at it from a 
customer’s standpoint—what were the customer’s needs. We did it at our own pace and at our 
own ability to expand beyond pumping equipment, rather than looking at the end user and saying 
that we need to be thinking about spray guns, and fluid regulators, and heaters, and all the things 
that you need to grow. So I think we weren’t as aggressive in thinking of the customer’s needs, 
and of systems. We had a line of cleaning products that started in the automotive area and 
expanded into the industrial area, but around the world there’s been millions of dollars of 
cleaning equipment sold. We didn’t switch quickly enough to an electrical cleaning unit; we 
stayed too long with an air-operated unit. The customer wanted something they could plug in the 
wall and use electrically, and we just didn’t have it. We sold a lot of equipment, but we could 
have sold many, many, times more if we’d have gone at it differently. W e didn’t get enough 
market penetration internationally. We were there, and we should have had multiple distribution 
and better training facilities, and better response to those unique customer needs in foreign 
markets rather than trying to have them use products that actually were developed for the U.S. 
marketplace. There were a lot of things that we missed. The competition started to grow. The 
European competition increased—the war had been over and enough people got into making 
pumping equipment like ours, (same in Japan), along with tough competition in the U.S. It gets 
tougher; you get lots of competition and a lot of people developing products and ideas. The job 
gets tougher, and that’s what happened. 
 
JF: When you took over, were you able, right away, to organize the Company into formal 
divisions? Did you try to do that? 
 
DK: No, not really. We carried on. We’ve changed the organization many, many times over 
twenty years (probably too many). We’ve tried very hard, in each case, to pick the right person 
for the job. I’ve gotten good advice from Ken Owen who was a very active director from the 
Dorsey3

 

 office in Minneapolis, who was on our board of directors at the time. The best advice 
that he ever gave me was that in all those decisions on people, just “be true to yourself, and you 
can be false to no man.” So in all those judgments that I had to make, I’ve tried to pick the right 
person for the job, regardless of their length of service, regardless of whether they were family or 
non-family, regardless of whether they were young or old. As these challenges came up, I tried 
to pick the person that, in my best judgment—after visiting with different people whose opinion I 
respect—was able to do the job. That wasn’t always popular. We were organized not a lot 
differently than we had before that time. We identified a chap to head up the international 
operation. We put additional emphasis on the industrial side, and on the painter/decorator side; 
we began to identify those two markets and began to specialize in those areas. 

We’ve focused on the car manufacturers and added to our capability there with some people. 
That really began to be an area where new products were being developed to respond to the car 
manufacturers. We had a very able group of people in Detroit who were aggressive and who had 
                                                           
3 Dorsey & Whitney is a Minneapolis-based law firm that has handled legal affairs for the Company for many years.  
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product ideas. We really had a good opportunity, and we took advantage of some of it; we didn’t 
follow their recommendations perhaps as much as we should have, and we should have been 
further ahead. They started early on and controlled an AMM (automatic motion machine) 
business down there, and we were all a little bit nervous about what they were designing and 
developing and so on, because it wasn’t being done here. The fact is, they were probably ahead 
of us, and ahead of the industry, on developing reciprocating arms and devices. We had a kind of 
special products department here, and after we owned the H. G. Fischer Company in Chicago, 
we had three special products groups at one time. In the slow-down of 1974, 1975, we 
consolidated all of those in Chicago. We shut down the AMM operation in Detroit, we shut 
down our special products here in Minneapolis, we moved some people to Chicago, and we tried 
to have it all there in one place. Well, that was a mistake. It saved us some money; the 
consolidation was good, but the people from Detroit didn’t stay in Chicago very long. They left 
and went back to Detroit, or went to the competition, or did something else. So that capability 
was lost. Most of the people in Minneapolis didn’t want to move to Chicago, and some of them 
left, and some of them went into other jobs here. We had a reasonably [good] capability down 
there, but it was never quite the same after that. We probably needed all three, from an 
application standpoint. In hindsight, it was a capability that the Company had that, possibly, we 
could have continued and managed as an investment. 
 
So we began to look at the different functional areas and say, what is it that we need from the 
finance side of the business, what is it that we need in sales and marketing, what kinds of things 
do we need in production, and began to bring in some additional people. Then we went through a 
period when we had a number of younger M.B.A. types that were attracted to the Company. The 
first one who came in, John Donnelly, was working for Honeywell at that time. Our international 
manager left us, and so we needed to find somebody to run the international operation. So I 
looked around until a friend of mine identified this chap named John Donnelly. John was 
recruited here as the international manager, and came and had a profound impact on Graco. He 
headed up the international operation (along with Canada); he had everything outside the United 
States. He recruited his roommate from Dartmouth, who was then working for Corning Glass 
Company, a fellow named John Griffin. John was a very young fellow. He had been in the Navy 
for a number of years, and was there working for Corning. We proceeded to ship John and Linda 
and their new child off to Japan to head up Graco Japan. He was probably twenty-six years old at 
the time and had never been to Japan. So it was an interesting assignment. This was again at the 
time that we were trying to form this joint venture with the Japanese, and a very interesting and 
dynamic time in Japan. John went there. We hired a chap named Bill Aishman to be our inhouse 
legal coordinator. He came to us from Honeywell. He was an engineer and had been involved in 
government sales. Those were some of the young people that John [Donnelly] had brought into 
the Company. So we had an infusion of young, bright, aggressive people into the business. 
 
At that point in time we had three operating vice presidents. John left the international, and came 
in and headed up the North American operation. We then combined the United States and 
Canada and called it North America. Griffin had moved from Japan over to Europe and headed 
up Europe. Aishman had left Minneapolis and headed up Japan, the Far East—everything else 
outside. The poor guy had Latin America, Southeast Asia, and Japan, and everything else in the 
world other than Canada and Europe. That went on for a period of time. Aishman eventually left 
and joined another company in Japan in 1975, 1976. Then Donnelly left, and a year or two after 
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that Griffin left. So that whole cadre of people that had come, and done a good job and 
contributed significantly to the Company, all were gone. They had brought into the Company 
different people and different skills, and many of them are still here, and many of them are now 
in top management of the Company—people that were attracted by some of those folks. So the 
evolution from the management standpoint—from the people standpoint—started with the 
old-timer group, along with a lot of the family people. There was a sorting out of those folks, 
with more responsibilities given to certain of them. The addition of new talent first focused on 
international, but then focused on other parts of the business to professionalize it, as it were. That 
lasted for ten years, let’s say. Finally, we settled in with a combination of some of the old and 
some of the new formed into the organization that is Graco today. Although we do have a couple 
of new people now in the top management, for the most part the management group has been 
here ten or twelve or fifteen years. They are still young people; they have the bulk of their 
business careers ahead of them. They understand the Company, and are a key part of the 
Company. We have some talented people. 
 
JF: Was involving a lot of these new, younger people, as you described them, a conscious 
decision on your part that that’s what you needed at that time when you were reformulating. 
 
DK: We needed skills that they had; whether we needed precisely those people or that age— I 
was a young fellow at that time. I was thirty-five, thirty-seven years old and didn’t seem 
bothered to hire fellows who were twenty-six, twenty-eight, thirty. They were young people who 
were coming in. They had been out of school a few years, been in the military, maybe a year or 
two, been out of school for a couple of years, and had a job, and were aggressive to get on with 
things. We had a period where we missed a whole generation there. Lee Gray, Russ Gray, Harry 
Murphy, Sr., Rollie Gray: at the time when they would have been in their sixties, we would have 
had a group of people that were fifty and forty-five; while the management group at that time 
was thirty-five and twenty-six. We didn’t have anybody [who was] fifty in the top management 
of the Company. We may have had some, but most of them—we missed about fifteen years in 
there [laughs] of people; a layer we never really had. The maturing of Graco—the second 
generation that we are—all started reasonably young, and have kind of grown up since then in 
trying to take the Company that we found and mold it, adapt it, and stimulate it to be successful. 
It’s a little different approach than a normal move from one generation to the next. 
 
JF: And yet, not surprising, given what you came with. 
 
DK: I suppose. 
 
JF: In so many companies—particularly companies that have been founded and run by 
families—there’s sort of a transition period when family management ceases. Although you 
technically qualify as family, do you still view your presidency as a change from a 
family-managed company to a company managed by professional managers? Did you see 
yourself consciously doing that? 
 
DK: Yes, I was doing that; had been doing that. Yet, we’re kind of a combination of the two. A 
lot of the style, a lot of the culture, a lot of the tradition of the Company is still family-oriented. 
But I’m a son-in-law; I’m not really part of the family. There are very strong continuing ties 
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between the ownership of the Company, and the management of the Company, and the people. 
Then we have tried to professionalize it to the extent of having competent people in a lot of 
different areas. To that extent, we have tried to consciously become more professionally 
managed than we have been in the past. Yet, we’re consciously trying to retain a small company 
atmosphere. In spite of the fact that our mission is growth, and we’re anxious to grow, we’re 
trying to retain the small company atmosphere and environment. We’ve gone through an 
interesting change from a company with that kind of atmosphere, through a ten- or fifteen-year 
transition period, and now to a time of participative management, which ties very nicely in with 
my own philosophy. 
 
I believe very strongly in the significant contribution of every employee here. I’d like nothing 
better than for each employee to really feel that they’ve contributed to the Company, that they 
feel good about their job, they feel good about themselves, and feel pleased that they’re with the 
Company. The style that is somewhat popular these days—of quality circles and participation by 
all the people—is a style that I’m very comfortable with. It’s a style that we’re trying to promote 
and we’re trying to encourage. Yet, that’s a little more difficult, sometimes, for some of the 
management. It’s easier for the employees, I think, to understand that than it is for the 
management: that we’re trying to generate ideas from everybody, not just a select few of ten or 
fifteen or fifty. We’ve got 1,800 employees. All have their own unique skills and abilities to 
contribute to the Company, and if they don’t have, then they shouldn’t be at the Company. We 
think they have, so then we should listen to them, ask them, talk to them. That style is very 
natural for me, and ties back to the early days of the Company, I think. 
 
JF: You’d characterize your management philosophy by saying that participative management is 
the way you’d like to be perceived, the way you believe you are operating, your goal? 
 
DK: Surely. That is the direction we’re heading. We have nineteen quality circles now. I try to 
be more participative; I try to allow the decision making to begin closest to the point of action. 
Yet, I’m sure after twenty-six with the Company, and twenty as the president, it’s difficult for 
me not to get involved, and sometimes to make decisions in areas that I really shouldn’t. That’s 
difficult sometimes to get away from. But I really understand, and appreciate, and support the 
concept of wide input and not just the top management input. 
 
JF: Do you feel, for yourself, that’s evolutionary? How long would you say that that has been a 
conscious goal of yours? 
 
DK: Oh, it probably always has been a goal of mine; it just happens to tie in with the wave to 
improve manufacturing efficiencies in this country. We see a need. We’ve kind of gone on about 
our own business in the country, and haven’t listened carefully enough to either our customers or 
to our employees. But I’m proud of the fact that our employees haven’t felt the need to have a 
labor union at Graco. They have felt that they could express their frustrations, and their desires, 
and their anger, and their delight with the Company without having to have some outside third 
party represent them. That same management style has been here forever; it’s been here since 
1926, I would guess. We have certainly carried that on, and to that extent, it’s a very normal 
operating style for me, so we didn’t have to have quality circles to get to that point. It’s just come 
together at a point in time, and I’m also anxious to find some way for participation by the people 
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in the success of the enterprise; I believe that they ought to share in it, and they do to a large 
extent now by the philosophy that we have of trying to maintain our work force, especially 
during tough times like these in 1982. In other environments, in other companies if they didn’t 
need all of their work force, they laid them off for three months, four months, or six months or 
more. We’ve tried to retain our work force, and have, through a very tough period. That’s all part 
of the style; that’s all part of the culture. 
 
JF: You mentioned the quality circles. Are they the major vehicle for employee participation? Or 
are they one of a number? 
 
DK: They’re really the one that has the most attention right now, and they’re fairly new, so I 
really shouldn’t rest our case on that issue. We’ve been at that a year. I’d say that employee 
participation happens quite naturally without that (or it should). We’ve had input from some of 
our quality circle people saying that they for the first time do feel an ability to address problems 
without feeling that their manager or supervisor is going to question them. Maybe the culture is 
not as widely known or practiced as I imagine that it is. Maybe down in the Company [laughs] 
people have got a lot of frustrations that they haven’t had a chance to air. But a lot if it’s coming 
out in the laundry now, through these quality circles. We have a renewed push from the top to 
make sure that the entire management group-top management, middle management, supervisory 
group—are all aware of the direction that we’re heading and act accordingly. Which isn’t easy to 
do sometimes. They’re proud of their own positions and concerned about giving up their own 
power. But you have to give up some of the power you have and try to ask other people, “What 
do you think about this issue?” 
 
JF: Did you study quality circles in other companies, or other countries like Sweden, before you 
decided to implement that here? 
 
DK: No, not really. We didn’t have to really, because we had knowledge about what the concept 
was before. We’ve had an ongoing, twenty-year relationship in Japan and we’ve learned some 
things about how they operated. Then we’ve used outside consultants who had worked on the 
concept and we went through a whole process of listening carefully to their suggestions before 
we got into it. We put one top management fellow, the vice president/controller, in charge of 
productivity—not just quality circles. Because it’s beyond that, we’re interested in quality circles 
and quality of work life—another thought that seems to be prevalent these days. Again, we’ve 
listened to that. A couple of us were at Harvard Business School a few years back, and there was 
a renewed emphasis on this concept of quality of work life, which, again, I could identify with in 
two minutes; I don’t need a lot of conversation about that issue. That’s just the environment in 
which the people work; how comfortable it is, the surroundings, the atmosphere—is it a good 
place to work. From the personnel, or the human resource side of the Company, we have the 
quality of work life aspect; from the productivity side, we have the quality circles, the 
participation, the single-unit organization, trying to operate efficiently and successfully. All those 
things blend together to make it go. I hope it’s going to go. That’s where we’re headed, and the 
experience has been very good and is improving all the time. We’re just anxious, not to force-fit 
it, but to take it a step at a time. It’s on a voluntary basis; people sign up for these things. They’re 
not forced to do anything. If you don’t want to do it, don’t do it. 
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JF: How many of Graco’s employees now are involved in quality circles. A rough percentage? 
 
DK: One-hundred-fifty or sixty-five. 
 
JF: You’ve mentioned that the Company is not unionized. What pressures have you had over the 
years? Have you had attempts to organize the Company? 
 
DK: We’ve had three elections since I’ve been president. 
 
JF: When was the latest vote? 
 
DK: Oh, it’s been many years ago now; I’d say eight or ten years. 
 
JF: What union tried to organize? 
 
DK: The automobile workers. 
 
JF: The UAW? 
 
DK: The UAW. In each case, we tried to present the Company’s position on it. We’ve taken the 
position with them that the employees know that we’re against the feeling that they need outside 
representation, and have conducted campaigns with that in mind, and, fortunately, have been 
supported by our employees ever since. A company we bought in Chicago did have a union. 
Some years after we owned the company, that union was decertified, should have been 
decertified; the salary package and fringe benefits that those people had were totally inadequate 
down there. It was embarrassing, because the total arrangement that the employees in 
Minneapolis had as compared to that in Chicago—Chicago wasn’t close. So those employees 
decided also not to be represented by a union (that was a different union there). 
 
JF: Your employee relations obviously have been good. 
 
DK: I think so. I think our employee relations are very good, and yet they surely can be 
improved. It’s a constant challenge to make sure that our employees are treated equitably. The 
employees look for security; they’re looking for opportunity to use their skills and develop their 
skills; they’re looking for an equitable financial arrangement, a retirement plan, a medical plan; 
they expect to be treated as human beings. If you create that kind of an environment, in any 
company, I think people are going to stay, and I think they’re going to perform, and I think they 
are going to enjoy it. If that environment is not there, then the flip side of that takes place; they 
aren’t going to stay, they aren’t going to enjoy it, they aren’t going to be very productive. 
Nobody benefits by that. I think we have a solid employee relations program. Can it be 
improved? Yes, I’m sure it can. But it’s not for lack of interest, commitment or desire to have it 
be a very positive relationship. 
 
JF: What formal occasions are there for you to actually meet with employees? 
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DK: Over the years, I’ve taken the occasion to meet with all of them, normally in smaller groups. 
When the Company was smaller, I used to meet with them in larger groups, but now I’ll meet 
with them periodically and visit with them about the Company and a number of subjects. I try to 
visit them periodically. I try to know as many of them as I can. Each year, during The United 
Way campaign—I happen to be a very strong supporter of The United Way—I meet with all the 
employees of the Company and talk to them about The United Way. For many, many years back, 
I sent them all birthday cards, because I wanted them to know that I am aware of their birthday 
and wanted to acknowledge that event. For years I would send them pictures of our family at 
Christmas time—a Christmas card that showed all the employees in the place who the president 
was. At least they had one look; if they’ve never seen him before [laughs] they have a chance to 
see him once a year at Christmas time. After about ten years we stopped that; I thought that was 
enough, yet we renewed it last year. We had missed it for five years, and so then we did it. 
Whether we’re going to do it anymore, I’m not sure. It’s a contact. 
 
We have an employee picnic out here in the summertime, and I try to get a chance to see 
employees at that time, and at any occasion I can. I’m frustrated, really, that I don’t see more of 
them and have a chance to know more of them. We’d meet for anniversary luncheons 
(twenty-fifth anniversary luncheons), and I’d learn something about them. We were talking 
earlier—you don’t know about them until you meet with them and ask them about their families, 
how they happened to come to Graco, where have they worked, and what have they done. You 
work alongside or with somebody, but you never know until you start asking some questions 
about them. They all disappear here at sundown and go someplace which is their home, and 
years go by, and really we don’t have a very good knowledge about who they are and what they 
are, other than to see them in the workplace. I’ve tried to maintain a relationship with each 
individual employee, so that if they felt that they had some need to talk to me about something, 
that they could pick up the phone and call or they could ask to—periodically people do come to 
see me. If they’ve got a problem of some kind, we try to have them work through the system; we 
try to have them use the supervisor group, or the industrial relations group, but when they run out 
of patience or time, and they say, "No, I’ve exhausted all that. I want to talk to you," then I talk 
to them. I don’t always solve all their problems, but at least I want them to know that we can do 
that. 
 
JF: Do you have an employee newsletter, or any regular communication? 
 
DK: Yes, we have GRACOmmunication; we’ve had that in effect for five years. We just had a 
celebration last week; it had been in existence for five years. We had a number of fits and starts 
at trying to do that over the years; we’d have two, or three, or six copies, and it would run out of 
gas. But now we’ve had one for more than five years and through it we try to keep our 
employees informed of things. We now have a new publication, just sent out the other day, on 
productivity. It’s called Productivity Update. It’s to identify or focus on the quality circles and 
what’s going on there so people have a feeling of what that’s all about. Communication is 
extremely important so that people have an idea where the Company’s headed, what’s good, 
what’s bad, and what it means to them. Their livelihood depends on it, and their future depends 
on it, and we shouldn’t take it for granted that just because we know certain things that they 
know them also; they don’t unless we tell them.  
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JF: What is the current management structure at Graco? Your title is president and chief 
executive officer, is that right? There is no chairman at this time? 
 
DK: No chairman. There’s never been a chairman, other than, for a short time, Mr. [Leil] Gray. 
We have eleven vice presidents that work directly for me, and that’s too many people, but for 
now, that’s the way it’s set up. We have a staff group that’s represented by a number of people. 
Then we have some line operating people who are responsible for different segments of our 
business. We are trying to get the sales people and the product development people as close to 
the user as we can. We are organizing by operating entities (strategic business units, we call 
them). They aren’t full-blown operating divisions, but they are groups that will focus on a 
particular market, so that the customer can be assured that they are getting skillful answers to 
their particular unique problems; that’s why we’re trying to organize that way. It’s a little bit 
cumbersome at the present time because our product line goes into so many of different markets. 
It’s somewhat more costly in the short-term because there is, to a degree, some duplication. Yet, 
it’s the only way to really grow, I think; so that’s the way we’re organizing. We’ve been at it 
now for a couple of years, evolving slowly into that. How it will shape up, or what will happen, 
or how many divisions we will have ten years from now, no one knows for sure. But that’s the 
drift. We plan to grow internally—and we’re actively looking for acquisitions in our type of 
business. We describe the strategic evolution of Graco’s business as from the lubrication 
business to pumping equipment to fluid handling equipment to what we call answering 
fluid-handling problems. So within that envelope, and within that area, we’re trying to find 
different kinds of specialized fluid-handling applications where we can develop some niche, 
some unique capability, that we can take to the marketplace and sell at a profit. We will be 
looking outside the Company, looking all around the world, for different people to come up with 
specific products that we can cause to join forces with us. We’ll be developing both internally 
and externally. 
 
JF: How often do your vice presidents meet? Do they meet as a group, once a week, once a 
month? 
 
DK: Once a month. We call it the corporate operations group. We meet monthly and we try to 
review key issues. It’s a coordination session and also a discussion time to review major 
happenings and report to the group. We’ll then have other operational reviews where people will 
come in. They’ve all made plans, and we’ve presented them to the board—and they each have a 
segment of that. We’ll have probably two reviews a year by each of the operating people who 
will come in with a group of people and we’ll go through how we are doing, where we are off 
schedule, and so on. 
 
JF: Do you meet weekly with a smaller group? Is there a core management group? 
 
DK: I meet individually. I set up a meeting ahead of time, every week or every other week, with 
each of those people. I found, years back, that if I didn’t do that, time would go by and I 
wouldn’t see people for a long time. I’d see a few people a lot, and I didn’t see others very much. 
I see them at other times, now that we have different meetings, conferences, and finance 
committees, and other kinds of gatherings. So I would tend to see them, but I specifically set up a 
time to handle issues that they wanted to talk to me about, or issues that I want to talk to them 

Grac
o I

nc
. O

ral
 H

ist
ory

 P
roj

ec
t 

Minn
es

ota
 H

ist
ori

ca
l S

oc
iet

y



 40 

about. I would keep a list, and we would go over that agenda at that time. Some of them are very 
short, and some of them are very long. Sometimes there are no issues to talk about, no need to 
get together, and other times it will go on for three or four hours on some issue. With eleven of 
them we don’t do it every week, but some of them come every week, and some every two weeks, 
so that they have some time with me. With that many people working for me, the question is, can 
we find quality time when they can get off their chest the things that are bothering them and so 
on. That’s what it’s for. 
 
JF: Do you receive written reports from them? 
 
DK: Not many, other than on a specific issues. But I don’t get a weekly report from them, or a 
monthly report to see what’s happened. I know pretty well what’s going on; I think I do, anyway. 
 
JF: What would you say takes up the greatest part of your time? What three or four things do 
you find yourself spending most of your time on? 
 
DK: Oh, I’d say ongoing meetings; these individual sessions that I’m talking about obviously 
take up a fair amount of time, with time also for reading, thinking, planning, and an inordinate 
amount of time in community affairs. I’m involved in a number of things. Over a period of 
time—in my twenty years here—the time that’s necessary for a CEO of a company like ours to 
spend in the community has grown dramatically. I probably spend up to a third of my time in the 
community on some project. 
 
JF: Speaking of the Company in broader terms, I have several questions for you. When did 
Graco come to be used as the corporate name?  
 
DK: When the Company went public. It was a trademark, before that. The Company’s formal 
name was Gray Company, Inc., but we used the Graco trade name many, many years ago. 
Almost from the start, the trade name was Graco. Then at the time we went public, we 
questioned—“Is it appropriate now to change the name, so there isn’t confusion between them?” 
After some consideration, the decision was that we should change the name of the Company to 
Graco Inc. There was some concern on the part of Russell Gray, who was then still here and 
involved. But after many discussions, it seemed like a more recognizable term. The trade knew 
us as Graco; the people in the marketplace knew us as Graco, and it seemed that if we were ever 
going to do it, with all the publications and the reports [issued when the Company went public] 
then that was the time to do it. It still has the Gray name in: You know, it was Gray to Graco, and 
so that’s how we got there. It happened in October of 1969, when it was officially switched. 
 
JF: Was the new corporate logo designed at that time, then, too, or did you have that before? 
 
DK: We had changed it then, and we’ve really changed it since. That Graco “G” came on after 
that, and I’m not sure exactly when that was. We had a “G” always, but the form of the “G” was 
changed some years after that. 
 
JF: The present one is very eye-catching. 
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DK: Yes, it’s a nice one. 
 
JF: It’s really a good-looking color combination. 
 
DK: Yes, it is; it is. 
 
JF: Has Graco acquired many companies? Have you been an acquirer of smaller companies, in 
recent years? 
 
DK: No, we really haven’t. Over the fifty-seven years we’ve been in business, we’ve had very 
few acquisitions. We had two in 1970, when we acquired Fogautolube S.A. in France as a source 
of production. Our idea at that time was to convert it into a producer of our industrial product 
line as well as the automotive line they were manufacturing; and our hope was to convert that 
plant from producing the kinds of goods that it was producing for automotive servicing, into 
Graco’s product line: pumping equipment, accessories, and so on. After five years of trying to do 
that and making major investments and trying to change the culture of the French workers there, 
and deal with the French government and all those things, we decided that was the wrong thing 
to do, and we stopped. We began looking for a buyer for the company, and in 1978 we sold it. 
 
Shortly after, in 1970, we also acquired the H. G. Fischer Company, which we obtained in order 
to get into the electrostatic product finishing business. We were trying to find a way to get in 
there, either through licensing or some other way, and found, as we talked to H. G. Fischer, that 
one of the owners had died recently and there was some concern about the direction of the 
company. Really, as we tried to find some relationship there, it became evident that they might 
have some interest in selling the company. So after some thought on it, we decided to buy it. And 
found that there were really three businesses there—we had less interest in two of them. One 
[was] the X-ray business, which didn’t tie into it—which we sold. The other was the paint 
colorant business, which we’ve modified drastically since then, and is still part of Graco. The 
other is the electrostatic, that took a lot of investment in time, energy, effort and people to finally 
cause it to be a significant part of our product finishing. So we still have the facility there in 
Chicago, which changed dramatically over the thirteen years that we’ve owned it, and is now a 
key part of our product finishing strategy. 
 
We have been looking, actively, for other acquisitions of smaller companies who have a 
specialized capability in fluid handling or movement or control of fluids and so on; we really 
haven’t been very lucky. Recently, we made two acquisitions. One is really a product line: the 
Glutton pump, [which] we purchased from a company called C.P.S.I. Another acquisition was a 
small company in France, called Soprea S.A., which designs and develops electrostatic paint 
equipment, largely bells and rotating discs. So we gained both their products and the capability 
of the people involved in that company. Bernard Marchand, in particular, was the owner of the 
business, so we’ve acquired that. We had a very active program we call corporate development 
that relates to the business strategy we’re in, trying to find areas of growth. So we’re looking 
throughout the fluid handling business to try to find ways that we can either grow by expanding 
or modifying our product line, or by finding some company that may be available as an 
acquisition candidate. Over all those years, we haven’t had very many. 
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JF: You’re not, then, looking for companies outside your business, to try to expand into other 
lines of business? 
 
DK: So far, not. In other words, our mission is to grow, profitably, successfully, and if we find 
within that envelope of fluid handling we run out of opportunities—that they just aren’t there—
why then, we will look outside that for something that’s related to fluid handling, and has some 
tie-in or some synergism. But thus far we’ve tried to steer away from other kinds of 
diversification. 
 
[The years 1980-84 have been very volatile, with 1980 being down, 1981 up somewhat, 1982 
down sharply and, in 1983, some improvement in sales and earnings. During this period Graco 
decided to get out of the consumer business and the paint tinting business. As I noted, we 
purchased a small French company (Soprea S.A.) in the electrostatic paint equipment business 
and a small company (C.P.S.I.) which had designed a new industrial pump for very abrasive 
materials.] 
 
JF: I believe you mentioned before—I just wanted to clarify it, though—that, talking about 
Graco as an acquirer—you feel that Graco is not vulnerable to takeover? 
 
DK: No, no. 
 
JF: Do you see Graco continuing to be a family company, in the future? 
 
DK: I would say so. The controlling interests of the Company are owned by trust, and I would 
say—at least through my lifetime-it will be, or we will maintain a family position in it, whether 
in fact there are any of our youngsters that ever come into the business (that’s conjecture at this 
point in time). They’re all younger, although I do have a son who’s now twenty-six, but so far 
has indicated no interest in the business. So whether in fact any of them ever come [in], we don’t 
know, but I would guess for the next years at least, it will retain the family involvement. 
 
JF: How would you assess Graco’s strengths from your position? What would you say they are? 
What makes it strong—what makes it a viable company, as it exists today, do you think? 
 
DK: I think the tradition and the culture of the Company. There really have been very few heads 
of the Company. The family involvement from the start—there have been very few families 
involved, really, in the management of the Company; the top management. In all those years, 
we’ve only had three presidents, and therefore, we’ve had a fair amount of consistency in policy 
philosophy, and so on. Therefore, the employees that have come here have a pretty good idea of 
what to expect. And, I think, [they] are comfortable, are dedicated, are sincerely concerned. They 
come and they stay. Yes, we have some turnover of people that we would like to keep, but we 
have a lot of long-term employees here, that have been here for twenty-five, thirty, and forty-five 
years. That’s a strength of the Company, I think. The other is that we have evolved into various 
market niches that have potential, and have gained a strong reputation with our customers and 
our users, and yet these businesses aren’t large enough to attract a lot of other competition. We 
have good competition in each of those areas, but they aren’t, you know, multi-million dollar 
businesses that normally would attract other folks. So I think that it is somewhat different and 
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attractive, from an overall standpoint—the record of success and growth and profitability over 
the years that has allowed us to provide a higher standard of living for more and more people 
within the Company, and for those people that have depended on us for any reason. That’s 
always a positive thing. 
 
I think that people make the Company, and I think it’s really the respect for individuals, and 
caring about them and about their families and about their careers, and trying to have it just be a 
good place to work. And trying to have an equitable relationship with our customers; concern for 
the fact that they get value received in the products that they buy; and in the community, really 
being a strong, solid citizen as well. Those things combined, I think, provide it with a culture and 
an interest that makes it really a stimulating place. The products and the applications are so 
diverse that it really is a fun place to be. I mean there is nothing mundane or routine about the 
products here. It’s so varied and it’s so involved. There are classes of customers that have 
somewhat similar applications, but a lot of them—probably most of them—are different than 
every other application. So that’s the fun part about it. Customer bases [are] spread around the 
world, so it has a certain international flavor about it. It’s a business, interestingly enough, where 
people who have come here and have even left Graco, in many cases show up in a competitive 
environment someplace, and have a tough time somehow getting the business out of their blood. 
They kind of are in it, and stay in it. They enjoy it in one way or another or are involved, and 
we’ve got literally hundreds of people that have been here and [have] gone into this company or 
that company—some with distributors, some with competitors, some in business for themselves. 
But [they] stayed in the industry, more or less. 
 
JF: You’ve seen them. 
 
DK: Seen them over and over, at shows and places. 
 
JF: As the economy expands and recovers, as it appears to be doing, what does Graco do that’s 
going to make it strong? What parts of industry does it serve; that you think will expand quickly 
and increase your revenues and hopefully your profits. 
 
DK: Well, one of the things that helps us is that during difficult times, you get your break-even 
point down, and you operate more efficiently. You’re tougher on expenses and on people cost—
not having any more people than you need. So as volume begins to build, and with the gross 
margins that we have, why, it helps us from an earnings standpoint, fairly quickly. Our products, 
for the most part, are aimed at improving productivity and profitability of the end users, and so 
we find—and we expect to find—that as there’s a move by manufacturers to operate more 
efficiently, and they’ll be interested in products such as things that we have. We not only have 
labor-saving devices; the materials that they’re handling have gotten more and more expensive, 
so they want to handle them as efficiently as they possibly can, as well. Years back we talked 
about labor savings and labor costs, when materials were inexpensive. But over time, the 
materials that are being pumped and dispensed have gotten more expensive, and so now we’re 
talking about both labor costs—and they’re significant—and material costs, and government 
regulations on how these materials are handled (especially the chemicals and the coatings and the 
other materials). So there are various government regulations that cause end users to take certain 
steps that would include the purchase of equipment like ours. There are a lot of things going for 
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it, really, as the economy begins to improve. We expect the next three or four years to be major 
growth years for the Company. 
 
JF: You mentioned your diversity. That’s a strength, you think, in a down economy, too? 
 
DK: Yes. In the down economy, we have strength. A significant part of our business is parts 
business; we don’t need new purchases all the time. When that industry is operating at all, and 
where they’re repairing equipment as opposed to buying new equipment, we have a fair flow of 
spare parts, and that helps us. We are more cyclical than we’d like to be, in spite of all this, but 
again, on purpose, we’re involved internationally with the hope that when one economy is soft, 
another economy might be strong. That helps you. We say we do about a third of our business 
outside the country, and so we have that diversity. Then, we sell to so many different industries. 
Of course, when all the industries are soft, why that’s something you just can’t control. But 
we’re dealing with the chemical companies and coating people and adhesives and the oil industry 
and construction business and the transportation industry and the food industry, and on and on. 
We’re dealing with a lot of different industries. That provides a certain leveling mechanism that 
really helps us avoid some of the swings in the economy. 
 
JF: You’re going to be moving to a new headquarters building quite soon, which is not on this 
site. This will be the first time that your headquarters hasn’t been located right with the main 
plant. 
 
DK: Right, that’s right. 
 
JF: Why did you do that? Is there a reason? 
 
DK: We just needed some more space here, really, and we had tried a couple of years ago to 
make an arrangement with our neighbors and with the community to expand here at this 
northeast Minneapolis site. That proved to be impractical, over a period of time, and we now 
have people scattered in three or four different offices around the Twin Cities, and we have the 
inefficiencies of driving and phoning and so on. At the time we started that building project, we 
saw a need to add more people. Well, the business got softer in 1981 and 1982 than we expected 
it was going to be, and so our need is not quite as obvious today as it was at the time we started 
the project. But now that it’s up and there we’re going to have the efficiencies of people being 
together again, and all in one location, and we think that’s a benefit. We may, at some future 
date, come back to this site and build an office building, and yet that’s conjecture and that’s in 
the future, and we’re not sure. But this site will become, basically, the manufacturing and 
engineering center for the Company, and conceivably—six or eight years from now-again be the 
headquarters, if we can find a part of our property here that makes sense. Or, if something 
happens and we’re able to add additional properties around us here, at this northeast site. 
 
JF: Was a move something that you thought about for quite a while? Did you think about the 
effect of moving top management from the site where it had always been? 
 
DK: Not really. It just happened that way. I mean, all the years that we’ve been in business—
when you’re growing and trying to grow, and have an objective to grow, that means you’re going 
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to need more square footage of some kind, either production or assembly or engineering or office 
space. So we’re always looking out ahead, and trying to plan ahead and see what’s the most 
efficient way to do it. We have been able to add property to the base. When we first came to this 
site, we had very little property, and because other companies around us went broke and out of 
business, and because the Redevelopment Authority worked with us and allowed us to acquire 
some other properties here that were not in use, or were not being well used; we were able to 
acquire other properties from the owners and have added to the land, over fifty years, really. 
Forty-five years; since we came here. Therefore, we’ve been interested any time any property 
became available, adjacent to us. So we’ve been lucky and able to expand right here, and haven’t 
had to move manufacturing space; we haven’t run out of land, at this point in time. So we want 
to use it effectively, and yet, times and things change. For now, at least, our headquarters are 
going to be out on Highway 55. There will be a switch, after having been here—personally—for 
twenty-seven years in the same spot, to go to and start over in a new place. It’ll be different. 
 
JF: About how many miles is it from here, do you know? I know where it is, but I have never 
driven from here to there. 
 
DK: Oh, it’s probably five miles. 
 
JF: So it’s not very far. What appear to you to be the major challenges, for Graco, at this point in 
time? 
 
DK: Oh, I think moving off of the level of business that we do. We’ve exceeded a hundred 
million dollars in volume—back in 1978, I believe it was—and we’ve gotten above that, but on a 
real unit basis, we really haven’t moved very far above that. Yet by now we should be further 
ahead than that. So we have a lot of the costs that are involved in a larger company, and we just 
need some volume to cover those costs. We need some fairly significant growth, and we need to 
explore for product ideas, market opportunities. We’ve got to double the size of the business here 
in the next five or six years, to put us back on a base where we’re really getting reasonable 
returns on equity, return on assets, and where we’re moving again. We’ve been just kind of 
languishing at this level, partly because of the economy, partly because of investments in product 
development, partly because of our organizational investments that we made to try to position 
ourselves with people that are focused on particular markets. There are a lot of reasons for it, but 
I think that the challenge is now to press ahead in a number of these areas, and generate some 
growth. 
 
Obviously, international competition is a tough thing. The whole question is productivity, 
whether the U.S. will completely evolve from a manufacturing industry into service industries, 
and whether the production of products like ours will take place in Third World countries, where 
materials are more available and labor is less expensive and costs are less. If international 
competition goes there and sets up production facilities and ships it in here at prices that we just 
cannot compete with; that’s a possibility. So the challenge, I think, is in products, in finding 
product opportunities, and in being aggressive and inquisitive enough of the end users to come 
up with product ideas to meet the growth goals of the Company. 
 
JF: Do you have new products now in the pipeline? 
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DK: We’ve got a lot of new products. We’ve almost got too many right now that our field sales 
force is trying to digest all at one time. We really became more aggressive in new product 
investment in 1979, and have carried it on. At this year’s sales presentation we had a high 
number of new and innovative and really excellent products. They come at a good time, when 
we’re ready to deliver them, so as the market gets better we think our timing is right from that 
standpoint. Now the focus is, do we have the right number of sales people, the right kind of 
distribution, the right kind of marketing approach to get the job done effectively. 
 
JF: Did you ever set a target percentage for sales of new products that you’d like every year, for 
a percentage of sales to be from new products? 
 
DK: No, not really. There are some companies, I know, that have set such goals and said that 
they’re going to do twenty percent of their business [in what has] been introduced in the last 
three years, or some such thing. But we have not done that, although we very strongly recognize 
the need for new products, and we’re anxious for each of those operating units to find areas to 
expand. 
 
JF: You’re trying to grow, however, in an evolutionary style, rather than reaching out to grow by 
acquiring. 
 
DK: Well, we’re interested in acquiring as well, but we’re not trying to have accelerated growth. 
We’d like to grow in an orderly fashion, so we can move along with it and manage it and control 
it as we go, and not get ourselves so exposed by growing too rapidly in a number of directions, 
that we really can’t control it. 
 
JF: Then you’re not interested in doing what some companies are, and investing your dollars in 
totally unrelated lines of business. You don’t want fast food or anything like that. 
 
DK: No, no. 
 
JF: Have you ever given thought to what you think Graco might look like in twenty years? Or do 
you think that’s too difficult to predict? 
 
DK: No, I think that Graco in twenty years will be a substantially larger company than it is 
today. I think it will have a number of operating units; it’ll have strong market share in a number 
of different units related to fluid handling. It’ll be a larger complex that is in basically the same 
business, or related businesses, only substantially bigger. 
 
JF: You mentioned just a moment ago an intriguing thought, which is something, certainly, that 
faces most manufacturing companies: the reality that foreign competition may simply underprice 
[the U.S. market]. Have you thought about moving to Taiwan? I mean, in any way [have you] 
thought of what it would be like to have to relocate? 
 
DK: Oh, yes, we’ve looked at that, although not seriously. I think that the person who looks at 
the world as a marketplace needs to look at the world in all aspects, as a source of raw materials, 
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as a source of labor, as a source of office location. I don’t think that you could put on blinders 
and say that we are always going to be in Minneapolis, or that our production is always going to 
be in the United States. I think we need to be flexible. We need to find a way to produce things 
efficiently. Yes, we’ve thought about all sorts of combinations, especially as we were involved in 
Japan with our joint venture. We looked at what made sense from using that capability out in the 
Far East, and so far we’ve found that it made more sense making it here and shipping it 
somewhere else. We owned the production facility in France, and found out that that was not all 
benefits, and so we backed away from that. But there are other possibilities around the world that 
need attention, and we haven’t closed our mind to any of them. 
 
JF: I’d like to turn now to you. You are very much involved in civic life in the Twin Cities. 
Why? Is it something that you think is good for the Company, something that you personally 
enjoy? Is it a combination of the two? 
 
DK: I think it’s important that business people are involved, become involved in community 
projects, community programs. It’s a philosophical position from my standpoint, that I evolved 
to over a period of time. In the earlier years I wasn’t involved at all. In later years, I’ve spent 
probably twenty-five percent of my time, or a third of my time, in community projects of one 
kind or another. It’s partly because of a conviction I have that business has got to be a substantial 
community citizen; that business, in a democracy, lives and survives at the will of the people; 
that the voters, over time, who vote the political leaders into office, can change the business 
system. I think the business and political systems have been very, very good to the people in this 
country. I’m anxious to do whatever I can to maintain the system and to improve it, so future 
generations can have some of the same benefits that we’ve had. I equate that to personal freedom 
and to standard of living. 
 
This unique business and political system that was started by our forefathers has allowed the 
country to have the highest standard of living for the most number of people in the history of 
man. I’m not sure about all the history of man, but it goes back thousands and thousands of 
years, and in two hundred short years we have evolved a high standard of living for two hundred 
and twenty million people. And it’s been because of the political and economic system that 
we’ve had. So I’m trying to maintain that; I’m trying to improve the image of business, trying to 
cause the voters to recognize the benefits that business provides, in terms of jobs and taxes and 
products and goods and services. I get involved in different community projects that relate to 
helping the community in a variety of ways, and [I] use those occasions to tell why I think that’s 
so. Why it’s good for the community when Graco does well; why it helps the community when 
any business does well. Therefore, I’m very much a businessperson, impressed by the results of 
this kind of an economic system over the years, and anxious that our children and grandchildren 
understand the system and try to maintain it. Part of it, I suppose, is from my own Catholic 
background; the image and feeling about helping other people is a very natural flow, so it’s hard 
to take that out of your mentality, whether it’s in the community or whether it’s at the office. A 
lot of people prefer, for whatever reason—selfishly or from a feeling of being uncomfortable—to 
delegate that to others, or to leave those roles to the government, and I’m very much a believer in 
people solving their own problems, without depending on the government for the solution. 
Therefore, the heads of companies and the top managements of companies are called on to use 
leadership, to use their skills to assist in the management of all kinds of nonprofit organizations 
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and all kinds of other community projects that need to get done. I just think that makes good 
sense. If we can do it efficiently and well, why then, we should help. 
 
JF: What’s your view of corporate philanthropy in its various manifestations? 
 
DK: It’s not nearly high enough. I’ve been very deeply involved in the Five Percent Club with 
the president of the Minneapolis Chamber [of Commerce] when we started the Five Percent Club 
in Minneapolis. I’ve given speeches around the country on why companies ought to share their 
success with the community. It’s along the same lines I just mentioned: we have a number of 
publics to serve; we need to serve them equally well; we need to serve our employees; we have 
to serve our customers; we have to serve our shareholders, and we have to pay half our income to 
the government, but we owe all of that to the community, to the voters. One way we can do that 
is by sharing our success, and going public with it, telling the people what we’re going to do. So 
if we operate successfully, we’re going to give five percent of our income to community 
projects, which I think is a very viable thing to do. It helps a lot of community activities fund 
themselves. It’s a lot more efficient than having some governmental agency try to fund those 
things. And Uncle Sam pays half of it; it’s deductible. So it costs us two-and-a-half percent of 
our income, to give five percent. 
 
Business has been very lax and very slow to move; I mean, the law has been in effect since 1935 
that would allow you to do that, and business response has been terrible. The average is now one 
percent; it’s been one percent for a long time. It’s getting a little bit better now. But companies 
that don’t take advantage of that opportunity send their money to the Internal Revenue Service, 
don’t take that deduction, and complain about the government. They complain that it’s too big 
and too involved and too inefficient and so on. Those are the same people that send their checks 
to the Internal Revenue instead of to some community project that they’d like to support. I just 
don’t understand it, and I try to point it out to people every chance I get, that business has to be 
more responsive to the needs of the community, in a variety of ways, not just by making 
contributions, but helping solve problems and providing loaned executives or whatever expertise 
it can in addition to that. But in the meantime, decide what community projects you want to 
support and invest in them, to the extent of five percent. It just makes sense to me. 
 
JF: What answer—maybe you’ve given an answer to some people who’ve asked it—do you 
have for corporate leaders who have expressed, at various times, some discomfort at giving 
money to things which seem to be more properly in the public sector; who feel uncomfortable 
with corporations playing the role of social welfare agencies in any guise whatsoever; who feel 
perfectly comfortable contributing to the Minneapolis Institute of Arts, but much less 
comfortable contributing to the community health organizations? What answer would you have? 
 
DK: I think that’s just a cop-out. They’re saying, in essence, that the only two places to give are 
public and private. I mean they’re going to take it from the government, and depend on the 
government to solve those problems—which they can’t. We’ve seen, after all these years of 
pumping millions and billions of dollars into social welfare programs, that most of the money 
gets consumed by the bureaucracy before it ever gets to the people that need the help. Wouldn’t 
it be a lot more efficient if those companies decided, “Let’s try to help some of those in our 
community that really need help, and direct those funds accordingly to them, so they don’t have 
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to depend on the government.” And there are agencies of terribly competent and qualified social 
workers that can provide the help. We’re not going into social work; we’re not trying to decide 
how and where, these funds are going to be used with these folks. We’re giving it to United Way 
or to other agencies who are professionals, and who use a lot of volunteers and other people that 
have a tremendous amount of expertise. With a little bit of funding they can do a lot of good and 
they can make life easier for a lot of those people that go to the polls and vote business out of 
existence. We’re trying to have them be enthused about business, not mad at business. We can 
help them by directing our funds there instead of just sending money off to Washington or 
someplace else, and assuming that somehow the government will be able to efficiently handle 
those problems. History has shown that they can’t, and I just think it’s a cop-out. They don’t 
want to share the money; they want to keep it in the business. 
 
JF: So you are obviously not uncomfortable 
 
DK: I am not at all uncomfortable with it, no. Not with any part of it. The point is made you 
know, about the [Milton] Friedman approach, that those funds belong to the shareholders, and 
they don’t belong to the company—I also don’t agree with that. The shareholders are going to be 
out of business pretty soon if the companies and business don’t have a more positive image in 
the minds and hearts of the voters and the citizens of the country. The private enterprise system 
and the shareholders that are involved with it aren’t going to be in existence. The government 
will own and control more and more of industry and more and more of the banks and more and 
more of the institutions, over time, and you move more and more toward the socialistic approach, 
where the government is the one that does the business and does the commerce. I’m saying it’s in 
the shareholders’ long-term, enlightened self-interest to share their success with the community 
that allows them to exist. It makes very good sense. The point is made: “Give those funds to the 
shareholders; they will support those causes”; well, they don’t. To create the administration, the 
system that you need, to get around to collect funds from all those people to make meaningful a 
difference is laborious, and it’s very difficult to do that. Whereas, a company is there and has the 
funds and should share a small percentage. It costs two-and-a-half percent, and you’ve got all the 
rest of it left for the business. 
 
JF: What are your views—taking off from that—on the strengths and weaknesses of American 
business management? 
 
DK: Well, the focus of the CEO [Chief Executive Officer] of an enterprise is earnings per share, 
in too many cases. Or some other drummer that they’re marching to. The board of directors 
elects the CEO and they’re there and in office, sometimes for a few years; sometimes they’re in 
that job for only three or five or six years, and too often, the focus is [on] “What happened to 
earnings per share during my tenure as the CEO?” Rather than, “What’s in the long-range best 
interest of this company and this business system?” The tendency is to focus too much on short-
term and not enough on long-term. They don’t have to live with their decisions long term and 
they feel—or at least they think—that the board and that society is going to measure how well 
they did on earnings per share. 
 
I think that the focus has got to be additionally outside the walls of the company, and in the eyes 
of the various publics that they need to serve. What can we as an institution do to make sure that 
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when the referendum comes, the vote is favorable to the business system not to scrub that system 
and go to some other approach that has been more responsive to the legitimate needs of society. 
That’s one of the challenges, I think, of business, and business has done a marvelous job. I think 
that the system, and the people running it over the years, have done a marvelous job, generally 
speaking, and have a marvelous record to run on. But we never talk about it. I mean, we always 
get criticized or we’re threatened, or there’s a lack of willingness to go public with certain 
[things], or to stand up to people that berate the system. And the record is marvelous. You look 
over a couple of hundred years, and look at all the things that the system has done for people, 
plus all the funds and food that we’ve shipped out of the country. You know, the system really 
ought to stand proud. But it’s just not popular to do that. We’re too busy within our own realm to 
ever go public in a forum and say, “You know, business does a good job, and here are the 
reasons: boom, boom, boom.” And you can make a pretty good case. 
 
JF: Do you think, then, that American management—would you say that as a whole it is too 
short-term oriented? 
 
DK: Yes, I think it’s too short-term oriented, and I think that it faces some new competition. I 
think that free trade forces competition on us that isolationism doesn’t. We only have to compete 
with people from the U.S., if we’re isolated—if we isolate ourselves. In a free trade society, we 
therefore have got to compete with a lot of people around the world, which means we’ve got to 
be smarter, we’ve got to make major investments; we can’t pay out all of our annual earnings in 
dividends; and we can’t be taxed so much that we don’t have funds left for projects, for new 
products and for research and development, and for innovative solutions to people’s problems 
around the world. If we don’t, we’re going to lose the competitive battle. Whether it’s the 
Germans or the Japanese or the Australians or the Mexicans or the Swedes. they’re going to beat 
us. And they should. The standard of living of the world is enhanced through free trade, where 
people trade with one another. In isolation, you have this buildup of inflation because the 
consumer doesn’t have an option to buy products from the cheapest source. We prop it up, and 
we force them to buy U.S. made products—or Japanese-made products, in the case of Japan, if 
they are isolationist. But if you have the world to choose from, the most efficient supplier gets 
the business. If you believe in your abilities and skills to compete, that’s good news. If you want 
an unfair advantage, and you’re afraid of competition, then when you run the race you want the 
other three racers to start five minutes after you so you can be sure you win the race; well, that’s 
a little different thing. In that case, the consumer’s going to pay the bill, or you’re going to go out 
of business, one of the two. 
 
JF: How do you assess present American competitive positions in the world? 
 
DK: I assess it pretty well. And yet, there needs to be an awareness that the tax system takes a lot 
of funds away, both from an investor’s standpoint and from a corporate standpoint. There needs 
to be an awareness by the government, and by the citizens, that you have to make investments. 
You have to operate profitably. The more profitably you operate, the more funds you have for 
investment, the more funds you have for dividends, the more funds you have for everything. 
Profits are good. The profits are what pay for the whole deal. We have very innovative and 
imaginative people. We have a group of citizens who will form a company at the drop of a hat, 
and can get venture capital gathered. There just aren’t any other societies like that in the world, 
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where they have all these new little companies starting. I mean, there are big old huge 
companies, whether they’re in Europe or whether they’re in Japan, or wherever it is. There are a 
lot fewer small ventures, entrepreneurial kinds of deals, that get capital from different places [to] 
start a business. That’s the way it goes. Which is going to lead to a lot of new products, a lot of 
new ideas, over time. So we’re in a good position. It’s staggering to me to think that we’re not 
smart enough to operate successfully against the Japanese—I say, “How can an island with a 
hundred and twenty-five million people, with very few natural resources, very little food, very 
little land to grow food, having to import and export most of the things that they trade—how in 
the world can that be unfair competition to a country like the United States, with all of the land, 
all the resources, all the food, all the people that we have, all the markets close to us? How can 
they be unfair competition?” They’re just smarter than we are. I mean, they work together. 
 
JF: You obviously don’t think the American entrepreneurial spirit is dead? 
 
DK: No, but I think we need to cooperate. I think that labor needs to cooperate with 
management, and management needs to cooperate with labor. And the government needs to be 
supportive of both. We have to recognize we’ve got to produce goods efficiently so that the 
customers, the consumers, get the best value for their investment, and so that we can send those 
products around the world, and they’re good products from a quality standpoint, and they’re 
fairly priced. And we would be just very tough to beat in any set of circumstances you want to 
name. But when we waste a lot of money, and when we take off the bulk of the proceeds, either 
from the citizens or from the company for taxes, and spend it on the wrong things, and when 
people vote themselves benefits, when people are paid for not working, and you have more and 
more inefficiencies built into the system, and when productivity goes down—you’re going to get 
the socks cleaned off you by somebody who hasn’t had the burden of all that. I mean, there are 
people that are hungry, that are aggressive, that want to succeed in the world, and they’re just 
going to make better products at lower prices and they’re going to take your customers away. It’s 
just as simple as that. 
 
JF: What future do you see for America’s so-called basic smokestack industry? Do you think it 
will ever recover?  Perhaps that’s the wrong question. 
 
DK: No, that’s all right. I really don’t know. It could recover, on the same basis that we talked 
about earlier; if we decided that we wanted to do it, and the country decided that it was important 
to us to make steel and make automobiles and make farm machinery, for instance. There’s no 
reason in the world why we couldn’t, if there’s a market for it—and there is. Obviously, there’s 
less use of steel, and more of plastics. You need to develop things that have a market potential; 
there’s no sense in making things that the world has less demand for. It’s silly to save and invest 
in industries if there are no customers there at the end to buy things. This is one of the dilemmas 
of the farm economy. You know, the problem is, it’s just too darn efficient. We raise too much 
product. The law of supply and demand will win in the end. There’s just a bigger supply than 
there is a demand, and that holds the price down. If the demand exceeded the supply by a little 
bit, beef prices would come up. Farmers would prosper. But we’re hung up on trying to support 
the price of things and you feel sorry for the poor farmers; they’re just too efficient. And the poor 
people that need the food around the world can’t afford to pay for it. There are a lot of people 
that would love to have the food that we can raise and grow efficiently, but they don’t have the 
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funds to pay for it, which is the problem. But if there’s a market for steel, long-term-and there 
is—there’s no reason why we couldn’t make steel just as efficiently as the Japanese or somebody 
else. It’s not labor-intensive, and it uses coal and iron ore. The Japanese, if they’re the 
competition, have to import all those things, and we ought to be able to do it as efficiently as 
they can do it. 
 
Now again, it takes some cooperation between people and companies and labor and the 
government to make that happen. If they make it so tough—either because of environmental 
rules or labor costs that are prohibitive—if the management is giving compensation benefits over 
a period of time that have just lost all sense of reasonableness—then they just price themselves 
out of the market. That’s the automobile industry. They felt they could just pass on those 
increases in costs, and somehow, someway, the end user would just keep paying for it. The end 
users, when they had an option for as good a car or a better car for a cheaper price, very naturally 
opted for the latter. The automobile companies kept making these wage settlements and passing 
them on and pretty soon they found that they couldn’t compete. Well, we need automobiles in 
this country, or some transportation; it’s a big country, and people want to move around. So there 
are going to be a lot of cars sold, but they may not all be made here, if they’re not made 
efficiently. So yes, I think we can have automobile businesses. I don’t know that we will have; I 
think we might have one or two companies, in the long term. The automobile business, I think, 
will become a world business, and there will be six or seven main companies in the world. Two 
of them may be U.S. companies. But there are going to be a lot of automobiles sold, and a lot of 
steel sold, and a lot of other products sold in the future. And we could do it if we wanted to. 
 
JF: What do you see the relationship begin between American politics and American business? 
Do you think it’s inevitably an adversarial relationship? Do you think it has to be? 
 
DK: I don’t think it can be, to survive. I think that the politicians have to recognize that they 
need to foster and support and cause companies to operate successfully, which is good for the 
workers at all those companies, obviously. Which is good for the consumers as well. They’re 
going to have competition. I mean if they’ve got a product or a service, there’s going to be a lot 
of competition for it, so the user’s going to get value received. Companies, and those people that 
provide jobs, you know, pay taxes. I don’t know how the government can be against that. It’s the 
source of all their revenue. [It comes] from either companies that produce goods and services and 
pay taxes, or employees of theirs that do. The private sector, in effect, generates all of the goods, 
all of the production. And all of the jobs that follow from that: all the governmental jobs, the 
non-profit jobs and so on, are funded by those companies that are in business, and pay taxes 
themselves, and hire people that also pay taxes. So the whole source of the revenue is with that 
group. 
 
JF: Business sometimes appears to be a big whipping boy.  
 
DK: Sure. Got to be mad at somebody. 
 
JF: What do you think business’ image is with the average American? 
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DK: Not very good. We’ve run enough—I’ve seen enough surveys on it, and I’ve been active in 
Junior Achievement over the years, and [have seen] other polls and other surveys, and that’s the 
dilemma. That’s the problem, the challenge that we’re working on—to have high school students 
understand the business system. They eventually become adults; they become teachers and 
lawyers and doctors and merchants, professors and so on. If they don’t understand how the 
system operates, and why it’s important that it operates successfully, then they’re kind of against 
the system. It’s kind of a rip-off to them. So I think that the image of business is something less 
than positive, obviously, and I think it’s too bad, because most of the business leadership—the 
vast majority that I know—are conscientious, honest, able, creditable people who do a terrific 
job, and whose companies, for the most part, do a terrific job. Somebody wants the products that 
they’re making, or they’d be out of business. So the marketplace has decided that they should be 
there and exist and make the things. I think that in some respects, through this last economic 
recession that we’ve been through, there’s more of an appreciation for jobs, for companies, and 
for the fact that nobody benefits when a company goes broke. There’s no cheering and no victory 
celebration when a company goes broke. People do need jobs; employees lose retirement 
benefits; shareholders lose their money; the government loses the taxes; everybody loses. And 
yet, on the other side of that, when a company is very successful and very prosperous, there is no 
victory celebration that says, “That’s really good news.” When the real fact is, that’s good news. 
 
JF: Do you think business has not marketed itself very well? Or do you think that’s just 
inevitable? 
 
DK: No, I think that we haven’t told our story very well. I don’t think it’s inevitable. I think 
there are a lot of things that we can do, some of which I said: we share our success with the 
community, and help with community projects, and be visible in what we do, and educate our 
own employees on what happens when the Company does well; and when we do badly, get their 
participation and their help in making it successful, and reward them when it is. Act responsibly 
to them when it isn’t. There are a lot of things we can do. 
 
JF: Well, that concludes the interview. Thank you very much, Mr. Koch.    
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