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So with that I would like to introduce the next two panelists for a fireside chat. Dan Nielsen and Ilene Gordon. Dan is the Managing Director and Senior Portfolio Specialist at Great Lakes Advisors, where he is an integral part of the firm's investment teams and involved in new product development. Dan is also the person, who always asks us the tough questions too, so we're grateful for that. He serves on SII’s advisory board and at – he also oversees the firm's ESG integration and responsible investing initiatives, working to identify and incorporate material environmental, social and governance factors into investment strategies to create socially responsible investment portfolios that aligned with client expectations. Dan is the inspiration behind today's event. We're grateful for his role in support of our initiative. We're delighted to have him supporting SII’s work and driving ESG adoption.
Ilene Gordon is a true pioneer in first mover in a remarkable person in many ways. She was the retired Chairman, President and CEO of Ingredion, and she currently is Presiding Director of International Paper and Director of Lockheed Martin. From 2009 to 2017, Ms. Gordon was Chairman, President and CEO of Ingredion, a leading global producer of nature-based ingredient solutions for food, beverage, brewing and industrial customers around the world, a Fortune 500 company. It has 11,000 employees. In 2007, net sales of $5.8 billion. Ms. Gordon was the first female director of five different public companies: Arthur Gallagher & Company, United Stationers, Outboard Marine Corporation, Sunstrand Corporation and Zenith Technologies.
She's also the Vice Chair of the Conference Board, a member of the MIT Corporation, the institute's board of trustees and on the executive committee of the Economic Club of Chicago. She's listed among Ford's global game changers and one of the Fortune's power women for a number of years, five consecutive years with that. She became the 25th female CEO of the Fortune 500 company when the company sales reached $6 billion for the first time. And as of 2014, she was one of only two 24 women, who are CEOs of Fortune 500 companies. And as a side note how many – how many women do you think are CEOs in 2018? That number is still the same. So there's only 24 women serving as CEOs for Fortune 500 companies, which means we still have a lot of work to do.
Ilene has never been afraid of standing up and standing out at school. She advocated for taking shop lessons with the boys rather than being forced to take cooking classes. She prevailed then if she prevailed ever since. So please join me in welcoming Dan and Ilene to the stage.

<<Ilene Gordon, Retired Chairman, President & CEO>>
Okay, okay.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

Great, well, thank you for joining us.

<<Ilene Gordon, Retired Chairman, President & CEO>>

Okay…

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So very excited to have you here. Focusing on long-term plans and a CEO's perspective. So, I'd like to start off by asking you to speak a little bit about how you balanced as a CEO, some of the long-term goals and plans you had with some of the shorter term issues that came up. And how did you maintain focus on the long-term goal plan?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Sure. We’re very happy to be here and I've always been a big proponent of focusing on the long-term. So as an example, when I was CEO of Ingredion, we actually put a strategy together and presented it to our board and then presented it to The Street. And we said we were going to grow the company and healthy ingredients and we were going to buy companies that were $300 million to $400 million in sales. And the opportunity to buy national search came about, which was four times that.
So we stuck to the long-term strategy of building the company through M&A and healthy ingredients, but change the playbook a little bit because it really increase value of the company and it was a quicker way of doing that. It brought on a lot of people, great skill set, and over the next couple of years really got the company often running towards the right trend.
<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So, let's talk a little bit about communication. So there's this balance between short-term and long-term. And having a long-term plan, how did you find – what where the most effective means of communicating with the long-term plan was and the rationale behind that?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Yeah. You know, it's interesting because now as a board member, I give advice to a lot of the CEOs that I sit on the board. And I always say to people, look at if you – it's all about the long-term strategy. And if you have a great quarter, do not gloat because this isn't a quarterly business. And if you have a bad quarter, don't apologize. So that's my biggest piece of advice that I give them because it's all about making moves that build the value of the company. It might be investment in capital. It may be an R&D, it might be an M&A, but its building – and building the skill set of the people and the company.
You have to have that perspective to have the long-term view to increase your total shareholder return. And often CEOs get caught up with some of the short-term like, oh gee, we had a great quarter. And the analysts don't help, but they congratulate you. And you're like, well, thank you, okay. But it isn't a quarterly business. So I think that if the CEO, the leadership remembers that it's all about building long-term value. They won't take any credit for the short-term.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So let's stick with this a little bit in the introduction that Mark provided. He mentioned several boards that you have worked, currently serving on. What are some other lessons that you learned as a CEO of a company that you've been able to put in place or help other CEOs with as your role as a director?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Well, I think certainly the management of messaging whether it's with your employees or your customers or investors, is very important. So as an example, as a CEO, I always felt it was important to go out and meet with investors face to face. I still call them non-deal roadshows. I'd say, oh, we just did a roadshow. They say, oh, you have a deal going. I'm like, no. It's a non-deal roadshow. And it was very important to go out and meet every year, not just the CFO, with the CEO.
And I would look at during the year and say, I want to touch the 20 top shareholders of the company. And so that's advice that I give to boards that I sit on. And it does take a proactive nature to do that because you have to have schedules. Is it Boston? Is it New York? Is it San Francisco? Is it Denver? Is it LA? Even I remember doing a roadshow at Austin and Houston and people said, thank you for coming. We had breakfast with some shareholders. Nobody is come to see me in ten years. And I said, well, I want to understand are we meeting expectations. We're trying to build the strategy. Do you get it? Do you hear it?
The other lesson that I learned is analysts – there were some that really dig in and understand the company. And I used to want to spend time with them. And every so often they'd be an analyst, who was on the cusp. The questions were not as good during the earnings calls and people would say, well, he just doesn't get it. And I say, no, they're smart people. So as part of the roadshow, the non-deal roadshow, I actually would have analysts come along. And in between, sometimes they’re invited into investor meetings, sometimes they're not like in Boston they’re not allowed to, other places they are. And I would use the in between time to talk about the strategy of the company to explain it and it always paid off. So I think that you as a CEO, you can't communication enough, your strategy, your vision, how you want to make it happen and to touch a lot of different people.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So were there instances when you were meeting, particularly with some of your largest shareholders, where there was pushback on your long-term plan, your long-term vision or strategy? And how did you counter that?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Well, you know, it's interesting. When we were in the midst of looking at M&A, of course because of Reg FD, you can't say something to somebody that you don't say to everybody else. So I remember a larger investor coming to see me and they were trying to read the body language. Is she going to make that acquisition? Or is it going to be somebody else? And I was with my CFO and of course we couldn't say anything. When he said, well, are you going to buy this company? Of course, I would never answer that question. But I would talk about our strategy of building the company. So it was interesting how later on when we made the acquisition and we did a deal roadshow. This was June 21, 2010, right after we had announced the acquisition, I went to see that investor and he said, I never thought you'd do it.

And so he was reading my body language, but then it was all public. We could talk about it and why it made sense. And at that point we were talking about should we do it through debt or some equity. We ended up doing it all through debt, which was great, and really built a lot of value, but that was one of the subject matters of doing that. So I think that sometimes you get investors that pushback like if you're doing a deal and they really want you to do it through debt and not equity, they will tell you they – you can debate it, but you can't really tell them what you're going to do, even if you know it. I mean, at that point, I didn't really know it because of Reg FD.
<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

Right.

<<Ilene Gordon, Retired Chairman, President & CEO>>

So you have to be very careful about that, but engaging with smart people who care about the company is what it’s all about. So I always enjoy smart people who really analyze it, but sometimes investors will – through some social contact, I remember visiting somebody who once said, well, gee, nothing's going to happen in South America for 10 years. And that was a big part of the company, 25% of the company. And I would debate it with them and what the data was based on was really cocktail conversation or part of their family and not any kind of data on the industry per se. So you have to pick your spots on where you debate it.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So you've described yourself as a very analytical decision maker. So I understand you enjoying speaking with the analysts. So what happens when the analytics or the facts that you see in front of you starts, become misaligned with the long-term vision or what you feel you, the company really should be doing?

<<Ilene Gordon, Retired Chairman, President & CEO>>

I'd love to tell the story about when Corn Products, the original name bought National Starch. We announced it and within 24 hours, I went with my entire team to meet with the National Starch team to make them feel like, you should stick with the company. There's a lot of value here. We value you. So when I walked into the room for dinner, the big joke was, what's the name of the new company? Corn Starch, but I was listening and it wasn't so much that there was an obvious name, but it was clear that we needed a new name. And analytically the Corn Products people said were a $4 billion, it should be our name. And the National Starch people who were more focused on specialty rather than a commodity said, well, we're a $1.3 million, so we like our name better.

And so I said, time out, we're going to form an internal team of not just marketing people, but manufacturing, supply chain and let's come up with a name that really depicts how we're going to grow the value of this company. And so we came up with Ingredion, we actually used our board as a focus group. And it was one of the elements in terms of is this a good name that will resonate. But here you'd say that the fact said, go with the bigger company name, but it would have been a wrong message to everybody. And we wanted a new culture, a new key to success. So the new name Ingredion really resonated with everybody once we went there.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So, thinking about the board, Bill McNabb just mentioned some comments about the importance of governance and particularly long-term thinking. So as the CEO, how did you have those conversations with your board as far as long-term strategy? How did you share your vision and how did you solicit their input to help formulate your plan?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Well, I'm a big believer that you need a strategy discussion definitely every year and maybe every meeting. So as an example, at Ingredion, I made sure we did this every September that my team and I would present the strategic focus to our board and we'd engage in a discussion. So you don't want to just fill up 10 hours of time. You want to have time for discussion to get the input from the board. And we would get something different from every board member. When you were talking about diverse perspectives, but we were on a five year focus. Some companies are on a three year focus.

But I think it's very important to have this, once a year, you're going to talk about strategy. And then I also was very disciplined that I didn't want to have anything happen during the year that wasn't mentioned in the strategy that if you're really rigorous, you're thinking about things. And so during the year, I would feel most of my responsibility and I look at my board this way, that you want to have a continued strategy discussion in those other board members meetings.

So as an example, we talked about it in September and now it's December and we're going in this direction. We're investing in this particular business. Remember how we talked about this at the strategy meeting? It's very important to link that. So I did that as a CEO and I looked to all my boards to make sure that that happens.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

Good. Can you talk a little bit about some changes that you've observed over the years as far as the communication of long-term plans versus short-term plans? What trends have you observed?

<<Ilene Gordon, Retired Chairman, President & CEO>>

I think that and I have been on board for over 20 years when we were talking about the being the first female on a number of boards. And I remember in the early days pre Sarbanes–Oxley, we've talked about strategy, but it didn't – we didn't talk about risk a lot. And we talked about the numbers of quarterly numbers. So I think the – our quality of conversations have gotten much more important to the futures of the companies. And I think that the strategy is now a rigorous part of really every board and some boards, they go off site, we're going to spend a weekend somewhere else, whatever method people choose. But I think that's really important whereas I don't think it was as important 20 years ago.

Certainly diversity in the board was not very important. I remember, as I said, being the first female in five different boards, in fact, I love to joke in and walking into my first board. And they said, and your seat is over there. Ralph died last week, that's where we want you to sit. And the CEO of Zenith Electronics, Jerry Pearlman was very ahead of his time. He said, half of my customers are women, so I ought to have a female on my board. And I had a background, very analytical background and he was sitting on the board of stone container. I was working as a competitor, so you could see some of the things that we were doing. So it all worked out.

So I'd say the diversity, not just in gender, but in terms of culture and background. At Ingredion, we had one of the most diverse boards, we were operating in 40 countries. So we had four women, two Hispanics, one African American. Because we needed the diversity of the thought and the experiences for the conversation to make the decisions. And I wanted a board that was very global, so I helped develop the board with the nominating governance committee. So as an example, I remember once we were talking about an investment in Columbia near Brazil and I didn't want any board member to say, I heard it's dangerous or Mexico.

And I would needed people who understood the nature of the product, the politics, the government and how you can really affect value creation by investing in those countries. And by having a very diverse board, we were able to do that. I remember putting on a board member who was from Columbia, but he lived in Panama City and we had great conversations. He just was retiring from P&G. We had great conversations about the opportunities in South America and how we can take advantage of them, but it wasn't going to be easy.

I took my whole board to Mexico and every single one was very excited to do that. And I remember we had to have a lot of security, which is expensive. But in Mexico, I remember this was – we were taking our board on a road trip maybe every other year. And I remember this trip, we went to visit a new facility that was two hours outside of Mexico City. We had a dinner with customers from Mexico, very important. And we had a dinner with government people, some of the trade issues that were going on then. And so that was all very important and the board was very excited to do that. So I think that, there has been a lot more change in the expectations from boards than there were 20 years ago.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So in your opinion, what should long-term investors know about corporate boards to more effectively engage with them?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Well, I think that board members today, and I was listening to Bill, it's very important to stay current. And that's why you don't want to overboard yourself. So when I say current, what does that mean? So I'm a newly retired CEO about a year ago. I left the board of Ingredion last August. But I continue to be part of what's called the business council. Not The business round table, but business council, which is all about cybersecurity, the consumer. I'm going to a meeting next week where the subject is on India and China.

And you keep yourself current. I went to the Consumer Electronics Show in Las Vegas from a board member's point of view because what do I need to know as a board member to give good oversight to engage with the boards that I'm in. So it takes being very proactive to stay current, to be a good board member. And most boards that I've been involved had been very open to engaging with board members conversation. I've mentored some of the people at the company at International Paper, besides being presiding director, I'm Head of the Governance Committee. At Lockheed Martin, I'm the new Head of the Compensation Committee, all public information.

So it's very important to keep yourself current. And so you should know institutional investors, long-term investors should know that board members today, they are self disciplined to be very current. And if they're not, their colleagues insists that they are. Who wants to sit in a board room with five people engaged and five people not engaged? So there's a little bit, I could use the word osmosis that the boards are very engaged now and you walk out of a meeting and the management will say, that was a great meeting. We had good discussion, we made good decisions and I can't wait until the next meeting.

I mean, it used to be that they couldn't wait till, let's get them on the airplane, let's get them out of here, let's not even give them lunch. But today, I find that the boards that I'm involved in, they crave it. And so in between meetings, we have conversations maybe on the phone with different management people, we may see them in different particular subject matters. So it's a much more engaged conversation.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

Have you seen that – I think, one of the things you're touching on is diversity of experience and expertise and continual learning. Have you seen changes in the makeup of corporate boards over time to have better reflect how many different issues can affect companies in their long-term? For instance, cybersecurity, data security that affects numerous companies out there, not just IT companies.

<<Ilene Gordon, Retired Chairman, President & CEO>>

Yes. One of my favorite tools that boards now use is called the skills matrix. Everybody's familiar with that. And we pull it out all the time from all my boards and we use it at Ingredion because at every point in time, people self score. Okay, what subjects do you feel comfortable? What are the key ingredients of skills for this particular board? But you can then see where you might have a whole or if somebody's retiring or leaving where there might be a gap in the skill. And so I think it's important, a lot of people say, well, we really want to skill set in cybersecurity.

Well, I always say, look, if you find a good board member who has skills beyond just cybersecurity, that's great. That fits with this and the dates and everything. But if not, you can always hire somebody to work for the company. A consultant could give that expertise and the board would be happy to engage in a conversation. So it's an important part of the board agenda and you may get it from another board member, but you may get it from management, you may get it from a consultant, just as long as you make sure that you're engaged in it. But the skills matrix, I think continues to be one of the best tools that's ever been used by boards.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

Interesting. Thanks for sharing that. There is multiple stakeholder groups that had an interest in Ingredion and supplies to other companies as well. Can you talk a little bit about the differences in prioritizing short term perspectives and plans versus long term plans amongst different stakeholder groups? Would be they suppliers, customers, certainly the investors, the employees?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Well, certainly, during my tenure of my nine years, it was very important to build value in the company. So they have the goals of management be aligned with those of shareholders. So that's why I love hearing about total shareholder return TSR is a great measure. And most companies have that as a long term goal. So as a CEO, I made sure that, everything we did was building value for the company for the long term. So of course, customers might have a short term interest and you want to satisfy that. I remember having a couple of people call me up saying, Gee, we need more of that product. Can we get it next week? Okay, that's pretty short term, but it would be all about the long term relationship. Can we invest in R&D together? Those companies open for that. So I actually, as a CEO would meet with customers, meet with suppliers, and I like to meet with those that had the long term perspective.

So it wasn't just about, what's the price they got now or what delivery they got next week, but really about the long term trends and how do you build value together. And that's why I get to meet a lot of other senior leaders at other companies. And I would bring along with me the operating head from Ingredion who is involved in that. It might be the Head of Procurement and it might be the Head of North America, South America. But we would meet with those customers to talk about, what is – isn’t it going to take to build a long term? So anybody with short-termism, I really didn't want to spend a lot of time. But I looked for it. I mean they may say that, but then I would say, well how do you think about your company long term? And they'd say, well we're a biscuit company and it's all about healthy starches that we want to build, gluten-free, non-GMO. So if you can help us think about that, we'd love that. And so we would engage with that. So I find most people are willing to think about the long term.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So we've had a couple of survey questions that Mark has asked us in the online audience, about long term plans. And it seems like some of the feedback is general consensus there's not enough long term plans being communicated or actually implemented by companies. Do you have any advice for companies and/or investors so that we can improve that and see more long term plans out there and more effective long term plans and have those incorporated into investment analysis?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Well, first of all, I, my background was in strategy. So it was – I grew up in my nature. I was with Boston Consulting Group early in my career. So building long term plans was always part of it. So one of the key questions that I always ask people is, where does your Head of Strategy report. If the Head of Strategy, because it's an important role reports to the finance function. It could end up being more short term. I always wanted the Head of Strategy to report to me directly, because I wanted access. I didn't want it to just be a financial numbers exercise. I wanted to say, how are we going to build the company? How do we look at us versus competitors? And so that was my way, one way of doing that. So I think that my advice to other companies would be to build a strategy function that isn't just the financial, and of course, the Head of Finance, CFO, he always wants to see if the Head of Strategy reporting to him.

And he can't just be an M&A function too, because that's not how you build the company just through M&A. It's an important part of that. But my advice would be as to other CEOs is to really build the company with a strategic function that really are the key parts of thinking of the different ways to grow the company, but holding everybody on the team accountable for building value. So I find the best CEOs really use your operating heads. You don't just get to run the business, you have to think about how you're going to build it over the long term. Now of course, as a strategy group they can help you think about that and how you buy companies are making investments to build the value, but you're the leader of that business and maybe it's a region, maybe it's a product line, maybe it's global, but you have to have that. You're being held accountable for that. So that accountability is very important for to build the company.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

I would imagine the incentive structure is also critically important.

<<Ilene Gordon, Retired Chairman, President & CEO>>

Absolutely. I mean most, when you read the proxies and I pour over them in great detail to make sure that the goals that are assigned to the senior leadership are consistent across the leadership. Now there might be a specific goal for a particular business unit. But in general, whether it's total shareholder return or EVA, there's certain metrics set the entire team are being held accountable for.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

And over, I imagine a particular timeframe to encourage longer term thinking in not short-termism.

<<Ilene Gordon, Retired Chairman, President & CEO>>

Absolutely. I mean, I've never seen a long term goal less than three years. Five years also works in some industries. It depends on which one, but certainly a three-year TSR is very important.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

So I'd like to pivot a little bit for our last question. You was mentioned that you've been the first woman to serve on a number of boards, CEO of a major company for a number of years. Can you come in a little bit about why you feel that it's been so difficult for women to be appointed as Directors of companies or as CEOs and some of the lessons that you've learned through your experience to you where you've been successful in that regard?

<<Ilene Gordon, Retired Chairman, President & CEO>>

Sure. I mean, I give a lot of advice to people that who will say, how can I do this? How can I get on a board? And I said, well, first of all, being analytical is kind of a given in today's world. You have to understand the analytics. If you don't have it in your background, take a course, meet with people. And so that always helped me early on to have that analytical background. But I've actually, one of the things we were talking about is my husband and I had been giving a lot of speeches on dual career couples and what is it going to take to be successful long term. And I've met Sheryl Sandberg who talks about women leaning in and companies being diverse minded and those – both those things are important, but there's not enough conversation going on in the couples and what has to happen.

And so my husband and I've been giving back by talking to some MBA students and giving him our learning’s after 40 years of being married of our 10 rules of learning, which is a lot about communication and treating people well. So I think what it's going to take is, it's going to take all of that, women being analytical, women focused on the careers. And every time I asked my company, could you be a little flexible here? They said, absolutely. I remember once I was asked to moved, I was working for Pechiney, French company. And they asked me to move from Chicago to Paris. It sounded great, but and you have one day to decide. I said, well, what I need three days. And they gave it to me. So it was – so companies will be flexible, but the couples have to be willing to make sacrifices.

And when I tell people that what that means is, you're not going to have time for a great career and a great family, which I think is very important. And I've been able to raise two wonderful kids with my husband and we now have two grandkids. But I think that you have to be willing to give up. I don't know, sleep, social life, dinner parties. There is a few things that you have to give up, but it's doable. It's just takes a lot of communication by the couple and willingness to do that. So the advice I give to, boards about building a diverse slate, first of all, build a diverse slate to start with. Number two, women who have the time and inclination or people of collar to go onto boards, I say, you know what? Go to a small town. Go to an industry where you can add value. This isn't about you just joining. Don't just be a financial wonk.

Manufacturing companies are in big need. And so go to a company that you can add value that you maybe worked in an adjacent industry and volunteer to go to that small town and you will find wonderful people, great companies that are global in nature, but they happen to be located like International Paper in Memphis, fantastic company. But you have to be willing to move it, to do something a little bit out of your comfort zone. And so I think that's my advice is to tell people that you have to be willing to do that.

<<Daniel Nielsen, Managing Director-Head of ESG & Responsible Investing>>

Great. Thank you very much. I'm afraid that's all the time we have. So please join me in thanking Ilene.

<<Ilene Gordon, Retired Chairman, President & CEO>>

Okay. Thank you.

