
Dow Chemical 

vs. 

E.I. du Pont de Nemours 



The Consultants 



Background 
● founded in 1897 by Herbert Henry 

Dow (pictured) 
 

● stock is publicly traded on the NYSE 

(DOW) 
 

● headquarters is located in Midland, 

Michigan 
 

● 3rd best chemical company in the 

world (2013) 
 

● subsidiaries include Rohm & Haas 



Inventions 

Styrofoam 

Ziploc bags 

Scrubbing 

Bubbles 

Bathroom 

Cleaner 

Saran wrap 



Background 

● founded in 1802 by Éleuthère Irénée 

du Pont (pictured) 
 

● stock is publicly traded on the NYSE 

(DD) 
 

● headquarters is located in Wilmington, 

Delaware 
 

● 9th best chemical company in the 

world 

https://en.wikipedia.org/wiki/%C3%89leuth%C3%A8re_Ir%C3%A9n%C3%A9e_du_Pont
https://en.wikipedia.org/wiki/%C3%89leuth%C3%A8re_Ir%C3%A9n%C3%A9e_du_Pont


Inventions 

Lycra 
Kevlar 

Teflon 

Tyvek 



Business Model  
Dow  

• Six business segments  

• 1. Performance Plastics  

• 2. Performance Materials  

• 3. Feedstocks and Energy 

• 4.Agricultural Sciences 

• 5. Coatings and Infrastructure 
Solutions  

• 6. Electronic and Functional 
Materials.  

DuPont  
• Eight business segments 

• 1. Agriculture  

• 2. Performance Chemicals 

• 3. Performance Materials  

• 4. Safety and Protection 

• 5. Nutrition and Health 

• 6. Electronics and 
Communications 

• 7. Industrial Biosciences 

• 8. Pharmaceuticals  

 

 



Distribution of Dow Chemical’s 
revenue in 2014 by segment  



Revenue, Income, and Profit Margin by 
Segment (Dow) 



Growth rates of Revenue and Income 
by Segment (Dow) 



DuPont’s revenues from 2011 to 2014 
by Segment 



Revenue by Segment (cont.) 



Revenue, Income, and Profit Margin by 
Segment (DuPont) 



Growth rates of Revenue and Income 
by Segment (DuPont) 



Who has the edge in the Business 

Model aspect? 





Financial information  

• 1. Performance and financial 
ratios 

• 2. Earnings per share---BEPS and 
DEPS 

• 3. Debt to equity ratio 

 



Performance and financial ratio 

  Dow DuPont 

Revenue 56.08B 33.95B 

Gross profit 10.70B 13.02B 

Operating margin 10.34% 12.83% 

Profit margin 7.49% 9.48% 

Return on asset 5.29% 5.80% 

Return on equity 16.73% 21.92% 

Debt to equity 

ratio 

1.97 1.80 

Diluted EPS 3.28 3.50 

1. Dow clearly has larger revenue. 
However, DuPont has larger gross 
profit.  

2. DuPont has a higher profit margin 
as well as return on equity than 
Dow.  

3. Both of the two companies have 
an acceptable debt to equity ratio. 

4. DuPont had a higher DEPS last 
year.  

 
 



If we consider their performance in the past ten 
years… 

Dow DuPont 



Main Points 

• 1. Basically, Dow and DuPont are both experiencing growth for 
the past ten years. 

• 2. The 2008 economic crisis had a huge impact on both of the 
two companies. Dow and DuPont had their lowest net income, 
operating margin and earnings per share around 2008. 

• 3. Both Dow and DuPont are recovering from the crisis.  



Debt to equity ratio 

• Dow has a debt to equity ratio of 1.97 and DuPont has a debt to 
equity ratio of 1.80 in 2014.  

• Usually we say that a debt to equity ratio of 1.5 to 2 would be 
considered acceptable in the chemicals industry. In this case, both of 
them have acceptable debt to equity ratios. 



Who has the edge in the Financial 

Analysis aspect? 





Earnings per share 

• 1. DuPont did better in terms of 
BEPS and DEPS in 2014. 

• 2. DuPont has a more stable 
earnings per share for the past 
three years, and Dow’s earnings 
per share fluctuated greatly. 
However, Dow had higher BEPS 
and DEPS in 2013. 

  Dow DuPont 

  BEPS DEPS BEPS DEPS 

2012 0.71 0.70 2.61 2.59 

2013 3.72 3.68 3.07 3.04 

2014 2.91 2.87 3.94 3.90 

Source: 10K and annual report 



SUSTAINABILITY 

➢Why is this area important for the industry? 

➢Why is this a relevant measure of 
companies’ performance? 



Information on natural resources 

“What Investors and Analysts Said?” 

Social and community information 

Governance information 

  

Industry History 

➢ First environmental reports were published in the late 

1980s by companies in the chemical industry which had 

serious image problems 

 

 

 

➢ 1984 the massive chemical leak and subsequent 

contamination in Bhopal, India, are believed to have 

caused 20,000 deaths and left almost 600,000 people 

with permanent physical damage 

 
 
 
➢ 2014 European Union moved to make sustainability 

reporting mandatory 



DOW 
1994: established 10-year goals for environment, health, and safety.  

< 2 
Billion 

> 9.8 
Billion 

INVESTE
D 

SAVE
D 

Sustainable Chemistry Index 

Sustainability as cost 
reduction  

Sustainability as source of revenue  



Dow’s Chemical Sustainability Footprint Tool 

• A tool of risk estimation 

• Evaluates the level of risk and 
company’s willingness to take it 

As the old adage goes, business cannot manage what they do not measure 

• A closed-loop system, which enables 
the sustainability maturity journey 



DuPont 

1 : 5  
Revenue growth of 
company as a 
whole 

Revenue growth from 
products based on 
nondepletable 
resources 

Corporate Environmental Planning: 
 
1)Establish key performance indicators fit 
 
2)Establish focus areas for performance  
 
3)identify environmental initiatives that align with 
business requirements and strategies 
 
4)costs and benefits analysis 
 
5) implementation of projects selected 

✓ No formal internally developed metrics 
index 

 
✓ No continuous lifecycle tracing of a product 



“We used to live in a world where energy was cheap and information was 
expensive. Now, information is a resource that is becoming limitless, and energy 
and other environmental resources are becoming constrained” 

XBRL for sustainability-oriented 
reporting: 
 
GRI has created a taxonomy for XBRL 
that incorporates the GRI Sustainability 
Reporting Guidelines in 2012 
 
Climate change taxonomy was released 
in 2014 to align environmental 
reporting models with those used for 
financial reporting and make data 
consistent with other sustainability 
frameworks, using XBRL such as the 
Global Reporting Initiative and the Dow 
Jones Sustainability Index.  
 
  
 



✓ DOW - recognized in the S&P 500 Clean Capitalism and 
Fortune 

✓DOW – recognized by Dow Jones Sustainability World Index 
in 2014 for the 14th time since the index is launched 

✓ICIS 2014 survey (most extensive survey to date of the chemical industry on the topic 

of sustainability and use of alternative feedstock) – DOW 2nd, DuPont 3rd. 

✓DuPont has been mentioned in North America Dow 
Jones Sustainability Index 

Who has the edge in the Sustainability aspect? 





● SASB - guidelines for disclosing material 

sustainability information 

● Common disclosure topics: 
o Greenhouse emissions 

o Hazardous materials management 

o Employee health and safety 

● Each company decides what is material to 

them 

Regulations 



Regulation S-K 

● Known trends or uncertainties with a 

material impact on sales or operations 

● Item 101(c)(1)(xii) - costs of complying with 

environmental laws 

● Item 103 - legal proceedings 

● Item 503(c) - risk factors 



Accounting Policies  

● Liabilities related to litigation matters  
o Accrued when it is probable that liability has been 

incurred and can be reasonably estimated 

● Legal costs 
o Expensed in the period in which they occur 

● Environmental costs 
o Remediation and restoration costs are expensed 

o Costs which increase the value of the property or 

prevent future contamination are capitalized 



Risk Factors 

● Environmental 

Compliance 

● Costs of compliance 

can have a negative 

impact 

● Regulations change 

rapidly 



Risk Factors (cont’d) 

Dow 
● $700 million accrued obligations 

for environmental and remediation 

costs 

● Actual costs can be higher 

DuPont 
● Also liable for environmental and 

remediation costs 

● Estimates are likely to change 



Legal Proceedings - Dow  

● Union Carbide 
o Asbestos lawsuits 

 

● Dow Benelux  
o Foreign subsidiary fined Euro 1.8 million 

o Safety incidents and environmental spills 

 



Legal Proceedings - DuPont 

● Imprelis  
o $1.175 billion in total charges 

o $261 million in accruals 

o $210 million of insurance 

income 

o $35 million of insurance 

receivables 

 



DuPont Legal Proceedings (cont’d) 

● PFOA (perfluorooctanoic acids) 
o $14 million of accruals 

o More lawsuits expected 

● 2014 gas leak  
o $99,000 

o OSHA claims incident could have been prevented 



Who has the edge??? 





Agent Orange 



Agent Orange 

2,4-D 2,4,5-T 

TCDD 



Agent Orange 

Major Tự Đức Phang 

woman with chloracne 



Agent Orange 



"We are sympathetic with people who 

believe they have been injured and 

understand their concern to find the cause, 

but reliable scientific evidence indicates that 

Agent Orange is not the cause of serious 

long-term health effects." 

 
- Jill Montgomery, Monsanto spokesman, 2004 

Agent Orange 





Agent Orange 

http://youtube.com/v/QyXwfWItPEs


● would bar the EPA from issuing certain 

rules unless all relevant research is 

named and publicly available for those 

who want it 

 

● bill contains provisions that would block 

enforcement of clean air and water 

regulations, limitations of hydraulic 

fracturing, or fracking, and limitations of 

mining natural gas on federal land 

Secret Science Reform Act of 2015 



● fully support the 

Secret Science 

Reform Act 

 

● DuPont is a member 

of the AFPM 

American Fuel and Petrochemical 

Manufacturers 



Who has the edge? 





Shareholder Value & Dupont’s Proxy Battle 

Corporate Governance 



Trian Partners 

Nelson Peltz 
 

“Years of steady cash flow tend to dull companies’ entrepreneurial fire and focus on having best-in-class 

profit margins and revenue growth. Top-heavy corporate structures result, characterized by layer upon layer of 

bureaucracy anxious to justify their very existence. Accountability erodes as key decisions, such as where to 

spend research-and-development, capital expansion, marketing, and advertising dollars, devolve more and 

more from operating units to headquarters. Special constituencies and interest groups develop to subvert any 

attempt at zero-based, or what we at Trian call white-sheet, budgeting, in which every expense has to be 

justified as enhancing profitability and growth.” 

Dupont’s Proxy Battle 



Why Dupont? 
 

Trian saw Dupont as a target: 

● Underperformance relative to peers 

● Complex business structure saddled with excess costs and bureaucracy 

● Missed sales & earnings targets 

● Posted sales & margins that underperformed competitors 

● Critical of Dupont’s board’s method of calculating bonuses..saw bonuses out of line with company 

performance 

Dupont’s Proxy Battle 



Why not Dupont? 
 

● Dupont’s operating margins rise from 9.5% in 2008 to 16.5% in 2014 

● For the 6 years ending in 2014, DuPont had a total return for shareholders of 266% vs. 243% for the average 

S&P 500 chemical company and 159% for S&P 500 index 

 

Dupont’s Proxy Battle 



Battle timeline 
Privately: 

● DuPont sells coating division for 5 billion 

● Mid 2013 Trian’s investment in DD reported.  2.68% worth $1.8 B 

● July 2013.  DD CEO & CFO meet w Trian’s CIO & Matthew Peltz.  CEO learns of Trian plan to break up DD into 4 parts.  CEO 

gives Trian’s proposal to BOD 

● DD CEO hires Investment banks Goldman Sachs & Evercore among others (law & PR firms) to help with fight 

● September 2013.  On behalf of DD, investment banks tell Trian that their cost-saving numbers don’t add up 

● Oct 2013 Trian tells Kullman DD has 3 choices:    

1. Break up DD                                                                                     

2. Put Trian CIO and Trian approved exec on DD BOD 

3. Face Proxy fight 

 

Dupont’s Proxy Battle 



Publicly: 

● DD cancels meeting w Trian, rejects break up proposal & refuses Trian BOD addition 

● Major DD investor calSTRS asks DD to find a common ground with Trian 

● DD CEO and Trian meet.  New proposal, break DD into 3 parts.  Trian states Carlyle group was able to cut 100’s of millions in 

costs from previously sold coatings division 

● February 2014 Fidelity asks Trian to try to settle a deal with DD 

● 2014 deadline passes for Trian to file proxy nomination 

● September 2014 – Trian goes public with break-up plan for DD.  Kullman sells 35% of her DD stock 

● October 2014 Kullman and Peltz have lunch together in NYC restaurant 

● Fall 2014 Gallogly, CEO of chemical co LyondellBassell begins receiving recruitment calls from Peltz to join DD BOD.  Says no 

repeatedly over time 

● December 2014 – DD announces effort to sell Hotel DuPont.  The hotel and golf course had been pointed out by Peltz as corporate 

excess.  DuPont claims sale is part of Chemours spin-off 

 



● Jan 2015 DD signs of on potential deal to add Gallogly and Breen (Tyco exec) to DD BOD 

● News of Kullman’s stock sales published by WSJ 

● Feb 2015 DD tells Peltz DD is willing to add Peltz candidate Gallogly and another to BOD is Peltz calls off proxy battle.  Peltz 

refuses based on his not being offered BOD seat 

● 2 days later Kullman announces new DD BOD members 

● March 2015 Moody’s downgrades DuPont’s credit rating, fearing Peltz would force DuPont to take on more debt 

● Trian files for Proxy vote 

● Both Kullman and Peltz meet investors (campaigning) 

● April 2015 ISS (Institutional Shareholder Services) advise DD shareholders to elect Peltz to BOD.  DD rises 5% 

● May 13 2015 Trian loses proxy contest, DD stock drops 7%, yet to recover 



Results 

 

Trian loses by close margin 

 

If one of four major index fund investors had voted for Trian, Peltz would 

have won 

 

University of Chicago economics professor speculates that because index fund 

also held investments in DuPont competitor Montsanto, Peltz election to 

Dupont would have driven down value of fund 
 

 

Dupont’s Proxy Battle 



Conclusion 

 

● Overall, lines were drawn, sides were distinct 

● Both sides said they were acting in interest of shareholders, but painted 

different pictures 

● Activists can be good for ailing companies 

● Activism tends to focus on ST financial goals resulting in increased share 

prices 

● DuPont R&D would have been cut.  Much innovation occurs at 

intersection of DuPont’s many businesses 

 

 

 

 

 
 

 

Dupont’s Proxy Battle 



??? 
● Is it more important to increase shareholder value over the LT or ST? 

 

● In 1932, Adolf A. Berle and Gardiner C. Means publish The Modern Corporation and Private Property , saying 

owners (Rockefellers, Mellons, Carnegies, and Morgans) ought to turn companies over to professional managers. 

● In 1976, Michael C. Jensen and William H. Meckling published “Theory of the Firm: Managerial Behavior, Agency 

Costs and Ownership Structure” in the Journal of Financial Economics, “maximizing shareholder value” became 

the new corporate mantra. 

● Can’t optimize customer satisfaction and shareholder value simultaneously 

● This led to executives influencing earnings expectations.  The positive results, be they via Goodwill, intangible 

assets (prior to FASB 142, Goodwill had to be written down over time on a fixed amortization schedule), are not 

sustainable.  They are cyclical.    Re Jack Welch  or Roberto Goizueta 

● Drive customer satisfaction value a la Johnson & Johnson  

 

● Temptation is to drive long-term gains in operations driven value away for temporary gains in expectations driven 

value 

 

 

  

 

  
 

 

 

 

 
 

 

Shareholder value 

http://www.transactionpub.com/cgi-bin/transactionpublishers.storefront/4b2682d000e79eb4ea6dc0a80aa5076d/Product/View/0&2D88738&2D887&2D6
http://www.transactionpub.com/cgi-bin/transactionpublishers.storefront/4b2682d000e79eb4ea6dc0a80aa5076d/Product/View/0&2D88738&2D887&2D6
http://jfe.rochester.edu/


Who has the edge? 





Analytics Background 

Dow 

● Released report 

 

● Tone at the top 

DuPont 

● Restructuring 

 

● Spin off 



What to look for 

Dow 

● C-level expenses 

 

● “Consulting fees” 

DuPont 

● Lump expenses 

 

● Liability dumping 



 

Analytics  

● What is R Studio? 

● How to use? 
o Total accounts in error 

o Total errors in account 

● Flexibility 



 

Analytics 

● Use in tandem 

with R Studio 

 

● Using the data 



Who has the edge? 

Given the background of both 

companies and the resources 

available to us, it would make 

the most sense for us to 

choose DuPont for Analytics 

for two reasons: 

● Depth of potential fraud 

● Relevance of software 
 





Our client is... 
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