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Comparative Performance Analysis 

PROXY Governance’s Comparative Performance Analysis contains calculations and graphs that reflect a company’s historical 
performance and that of its industry peers (listed below) based on certain key financial metrics generally over a five–year period.   

Comparative Performance Analysis  

Peer Companies 

For the Comparative Performance Analysis, generally up to 10 peer companies are selected primarily based on industry, but also 
considering market capitalization.  

PROXY Governance, INC. Contact: Alesandra Monaco
Published: 02/20/2008

WHOLE FOODS MARKET INC (NASDAQ : WFMI)
Annual Meeting   Meeting Date:  03/10/2008Record Date:  01/16/2008

� Investor Relations 
� Proxy Statement 
� SEC Filing 10k  
� Company Description 

Classification:  Russell 3000, S&P 500  
Fiscal Year End:  09/30/2007  
Market Capitalization:  $5.7B  
Solicitor:  None  
Shareholder Proposal Deadline:  10/03/2008

 Recommendations  

Proposals Management PROXY 
Governance  

MGT 1 Elect Nominees FOR FOR Analysis
 1.1 DR. JOHN B. ELSTROTT FOR FOR  
 1.2 GABRIELLE E. GREENE FOR FOR  
 1.3 HASS HASSAN FOR FOR  
 1.4 JOHN P. MACKEY FOR FOR  
 1.5 MORRIS J. SIEGEL FOR FOR  
 1.6 DR. RALPH Z. SORENSON FOR FOR  
MGT 2 Ratify Appointment of Auditors FOR FOR Analysis
SH 3 Adopt Majority Vote to Elect Directors AGAINST AGAINST Analysis
SH 4 Appoint Separate/Independent Board Chair AGAINST FOR Analysis

MGT = Management, SH=Shareholder, SHB=Shareholder— binding proposal
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Comparative Performance Analysis  

Comparative Return to Shareholders 
 

The graphs above depict total shareholder return and compounded annual growth rate at specific points in time over the past five 
years based on average monthly stock prices. The graphs should be read from left (present time) to right (60 months before present 
time). The graphs allow the user to determine either the company’s total shareholder return or compounded annual growth rate to 
date based on an investment made at a specific point in time over the last five years. Assumes payment, but not reinvestment, of 
dividends. 

Comparative Performance Analysis  

Composite Performance Summary   

Composite Performance: 

Peer Companies

ARDEN GROUP INC -CL A DELHAIZE GROUP SA -ADR GREAT ATLANTIC & PAC TEA 
CO KROGER CO 

PANTRY INC PATHMARK STORES INC RUDDICK CORP SAFEWAY INC 
SUPERVALU INC WEIS MARKETS INC   

 Source: FAME North American Pricing [NAP] 

 
Percentile 

relative to S&P 
1500

Percentile 
Pts.

 Company Peers Trend
Composite: 49 50  -14
Quarterly Shareholder Returns: 44 54  -25

Cash Flow from Operations/Equity: 74 68  -5

Return on Equity: 50 37  -5

Revenue/Expenses: 17 11  -1
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Comparative Performance Analysis  

Performance Summary 

  *Based on five-year data when available 

  

 Source: Stock Price — North American Pricing [NAP] 
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 Source: Cash Flow/Equity — Compustat 

  

 Source: ROE — Compustat 
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Governance Analysis 

Governance Analysis  

Executive Compensation 

PROXY Governance evaluates a company’s executive compensation over the last three years, as available, and compares that to 
the median compensation paid by its peers over the same time frame. For our compensation model, generally 20 peer companies 
are selected based on similarity of market capitalization and broad economic sector using the GICS. Only U.S. and certain U.S. 
reporting companies that are incorporated offshore are included in this peer group. 

The graph that follows shows: 

� The average three–year CEO compensation paid by the company expressed as a percentage from median peer 
compensation.  

� The average three–year compensation paid to the company’s other named executives (excluding the CEO) as a percentage 
from median peer compensation.  

  

 Source: Revenues/Expenses — Compustat 

Domestic Peer Companies

CHURCH & DWIGHT INC CONSTELLATION BRANDS -CL 
A DEAN FOODS CO ENERGIZER HOLDINGS INC 

HANSEN NATURAL CORP HERSHEY CO HORMEL FOODS CORP LAUDER ESTEE COS INC -CL A 
MCCORMICK & CO INC MOLSON COORS BREWING CO PEPSI BOTTLING GROUP INC PEPSIAMERICAS INC 
RITE AID CORP SMITHFIELD FOODS INC SUPERVALU INC TYSON FOODS INC -CL A 
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Executive Compensation

 Salary Bonus Stock 
Awards

Option 
Awards

Cash 
Incentive

Pension Deferred 
Compensation

All 
Other 1-yr Pay2 Avg. Pay2

John P. Mackey  
Chairman of the Board and 
Chief Executive Officer

$93,500 $0 $0 $0 $68,363 $0 $297 $162,160 $1,000,469

Glenda Chamberlain  
Executive Vice President and 
Chief Financial Officer

$339,700 $0 $0 $73,238 $351,661 $0 $297 $764,896 $1,088,656

James P. Sud  
Executive Vice President of 
Growth and Business 
Development

$381,900 $0 $0 $72,262 $303,489 $0 $0 $757,651 $1,073,938

Walter Robb  
Co-President and Chief 
Operating Officer

$382,300 $0 $0 $73,065 $310,841 $0 $297 $766,503 $1,055,099

A C. Gallo  
Co-President and Chief 
Operating Officer

$333,600 $0 $0 $73,474 $347,013 $0 $297 $754,384 $1,065,720

Lee Valkenaar  
Executive Vice President of 
Global Support

$362,300 $0 $0 $73,663 $320,635 $0 $297 $756,895 $1,086,990

1Options valued using binomial formula. 
2Average pay is based on three-years of pay data, when available.

Source: Salary.com (www.executive.salary.com) 
As disclosed for fiscal year end 2007. 

Governance Analysis  

Board Profile 

Name Nominee Term 
Ends

Not 
Ind. Position Audit Comp. Nom. Age Tenure

Other 
Board 
Seats

<75% 
Att.

No 
stock

Prev. yr. 
withhold 

votes

Total 
Compensation

John B. Elstrott 2009 Lead 
Director

Financial 
Expert 59 13 -- 2.0% $177,192

Gabrielle E. Greene 2009
Chair, 

Financial 
Expert

47 5 1 0.9% $155,987

Hass Hassan 2009 60 3 -- 2.0% $141,331

John P. Mackey 2009 Chair, 
CEO 54 28 -- 2.0% --

Morris J. Siegel 2009 Financial 
Expert Chair 58 5 -- 0.9% $141,480

Ralph Z. Sorenson 2009 Chair 74 14 -- 2.1% $141,844

Independence

Board 66.7%
Audit 100.0%
Compensation 100.0%
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PROXY Governance believes that the Self-Regulatory Organizations' (SROs) standards of independence are satisfactory and does 
not support the use of an additional overlay of independence standards, which may vary among advisory services, institutional 
investors, and commentators. PROXY Governance believes that if the SROs standards are perceived to be inappropriate, interested 
parties should reopen the debate with the SROs or the SEC to have those standards adjusted. 

Governance Analysis  

Stock Ownership/Voting Structure 

Governance Analysis  

State Law/Charter/Bylaw Provisions 

Governance Analysis  

Auditor Profile 

Nominating/Governance 100.0%

Type of stock Outstanding shares Vote(s) per share

Common 139,508,010 1

Director & Officer Ownership

2.0%

Significant Shareholders

T.Rowe Price Assoc 6.0%
Capital Research and Management Co 6.0%
Baillie Gifford and Co Ltd. 5.0%

State Law Statutory Provisions

State of incorporation Texas
Business combination
Control share acquistion
Fair price provision
Constituency provision
Poision pill endorsement

Charter/Bylaws Provisions

Classified board
Cumulative voting
Dual class/unequal voting rights
Blank check preferred stock
Poison pill
Directors may be removed only for cause
Only directors may fill board vacancies
Only directors can change board size
Supermajority vote to remove directors
Prohibit shareholders to call special meetings
Prohibit action by written consent
Fair price provision
Supermajority vote for mergers/business transactions
Supermajority to amend charter/bylaw provisions
Constituency provision
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Peer group includes companies listed under Executive Compensation. 

Ernst & Young LLP has served as the company's independent auditors since 2001. 

Audit Fees

 Audit fees Audit Related fees Tax fees Other fees Total fees paid
WHOLE FOODS MARKET INC $1,690,000 $0 $4,000 $0 $1,694,000

As disclosed for fiscal year end 2007. 

Governance Analysis  

Vote Results of Last Annual Meeting 

Note:  See the Board Profile for individual director votes. 

Proposal Analysis 

Management

Elect Nominees 
PROXY Governance  Vote Recommendation: FOR 

Proposal: 

To elect the following 6 nominees to the board: J. Elstrott, G. Greene, H. Hassan, J. Mackey, M. Siegel and R. Sorenson. 

Analysis: 

� Board size: 6 
� New directors since last year: 0 
� Independent directors: 4 
� Non-Independent directors: 2 

Non-Independent directors: H. Hassan and Chairman/CEO J. Mackey.  Hassan was president of Fresh & Wild, Ltd., which the 

Proposals % FOR 
Votes 1 For Votes Against 

Votes Abstentions Broker Non-
Votes

MGT Elect directors2 97.9% - 
99.1%     

MGT Ratify Appointment of Auditors - Ernst & Young LLP 99.8% 125,523,378 298,067 973,627 0
MGT Approve 2007 Stock Incentive Plan 85.8% 78,758,207 12,993,816 1,109,566 33,934,283

MGT Approve 2007 TEAM MEMBER STOCK PURCHASE 
PLAN 96.9% 88,856,876 2,841,426 1,164,487 33,933,083

SH Report on Environmental Matters 10.8% 7,379,813 60,962,910 24,518,766 33,934,383
SH Appoint Separate/Independent Board Chair 20.3% 18,570,754 73,056,571 1,234,164 33,934,383

    1 As a % of votes cast for and against; may not reflect passage of proposal.     2 Low — High director votes. 

1
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company acquired in 2004, and served as a consultant to the company through 2005.  The company expects that Hassan will 
qualify as an independent director effective after May 1, 2008. 

Unless there is evidence of a breakdown in board monitoring or effectiveness -- such as poor corporate performance relative to 
peers, excessive executive compensation, noncompliance with SEC rules or SRO listing standards, a lack of responsiveness to 
legitimate shareholder concerns, or various other factors -- we presume that the board is properly discharging its oversight role and 
that it is adequately policing itself in terms of board organization, composition and functioning. 

Performance:  According to PROXY Governance's performance analysis, the company has performed in line  with peers over the 
past five years; the company ranks at the 49th percentile relative to the S&P 1500.  However, we note that the company's 
performance, particularly with regard to shareholder returns, has declined dramatically since January 2006, when the company's 
share price was over $75.00.  It has since been in a 15-month decline and is currently trading below $37.00.   

The past year was marked by decreasing profits and a very difficult acquisition of Wild Oats Markets, Inc., which was opposed by 
the Federal Trade Commission as an alleged violation of antitrust law.  Although the company prevailed in the antitrust suit, it 
suffered a public relations setback when it was revealed that CEO Mackey had been a frequent anonymous poster on various 
Internet stock market forums.  On these forums, Mackey, posting as "Rahodeb," often trumpeted the company's prospects and 
bashed the performance and management of Wild Oats.  Although there was no indication that Mackey disclosed non-public 
information or that his actions were otherwise illegal, shareholder backlash over his "hobby," together with the stock's recent 
dramatic decline, has resulted in pressure to remove him as CEO.  This has so far been unsuccessful, although we note a 
shareholder proposal at this annual meeting (Item 4) to separate the chairman and CEO roles, which would require that Mackey 
give up one of his positions. 

Although the company has performed poorly over the past 15 months, we note that Mackey's strategy of growth through acquisition 
of smaller companies was extremely profitable for shareholders in the years prior to the recent decline.  It may be that this strategy 
is no longer in the company's interest.  Analysts note generally that whether the Wild Oats acquisition is eventually seen as 
successful will depend on the company's ability to dramatically improve efficiencies at the newly-acquired stores, which may not be 
known until 2009 or later.  We therefore believe that the board should be given a year to determine whether the acquisition strategy 
continues to serve the company, and do not recommend withhold votes at this time. 

Compensation:  The average three-year compensation paid to the CEO is 80% below the median paid to CEOs at peer companies 
and the average three-year compensation paid to the other named executives is 47% below the median paid to executives at peer 
companies.  We note that, effective Jan. 1, 2007, CEO Mackey voluntarily reduced his salary to $1 and declined any future stock 
option awards.   

The company's executive compensation appears reasonable  given its financial performance relative to peers. 

Rationale/Conclusion: 

PROXY Governance generally believes that the board is properly discharging its oversight role and adequately policing itself.  
However, we also recognize that the company has performed poorly over the past 15 molnths, and believe that a continued slide 
may demonstrate a need for strategic or governance changes.  We will monitor the company's performance going forward. 

[back to top] 

Management

Ratify Appointment of Auditors 
PROXY Governance  Vote Recommendation: FOR 

Proposal: 

The Audit Committee has selected Ernst & Young LLP as the company's independent auditors for the next fiscal year. 

Analysis: 

Barring circumstances where there is an audit failure due to the auditor not following its own procedures or where the auditor is 
otherwise complicit in an accounting treatment that misrepresents the financial condition of the company, PROXY Governance 
recommends the company's choice of auditor. PROXY Governance believes that concerns about a corporation's choice of auditor 
and the services performed (e.g., high non-audit fees) should be directed through withhold votes from the members of the audit 
committee, which is responsible for retaining and compensating the auditor. 

Rationale/Conclusion: 

We believe that, in this circumstance, the board/audit committee should be accorded discretion in its selection of the auditor. 

[back to top] 

2

Shareholder
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Adopt Majority Vote to Elect Directors 
PROXY Governance  Vote Recommendation: AGAINST 

Proposal: 

The proponent requests that the board initiate the process to amend the company's governance documents to provide that director 
nominees be elected by a majority of votes at an annual meeting.  Plurality voting would be retained for contested director 
elections. 

Proponent: 

McRitchie, James 

Shareholder View: 

The proponent believes that a majority vote standard in director elections would give shareholders a meaningful role in the director 
election process.  Under the current standard, a nominee can be elected with as little as a single affirmative vote, even if a 
substantial majority of the votes cast are withheld from that nominee.  More than 400 companies have adopted majority voting 
policies, including most of the S&P 500.   

The proponent believes that a director resignation policy alone is an inadequate response to the call for a majority vote standard, 
and that the principle of majority vote is important enough to be a permanent part of the company's bylaws, rather than a short-term 
policy.   

Management View: 

The board states that it recently amended its bylaws to provide for a majority vote standard in uncontested elections of directors.  In 
order to address the issue of holdover directors, it has also required that any director who fails to receive a majority vote must 
tender his or her resignation to the board for its consideration.  The board, after consultation with the Nominating and Governance 
Committee, will then act to accept or reject the resignation within 90 days after certification of the shareholder vote.   

The board expected that the shareholder proponent would withdraw its proposal after the company announced the above 
amendment (which the company believes has fully implemented the proposal) but the proponent did not do so.  

Analysis: 

PROXY Governance supports the concept of majority voting to give shareholders a direct and meaningful voice in the election of 
their authorized representatives.  Apparently the board agrees with this concept as well, as evidenced by its amendment to the 
company's bylaws, which we believe substantially implements the proponent's request.  The company has amended its bylaws to 
provide for majority voting in uncontested elections of directors, and to require that directors who do not receive support of a 
majority of votes cast submit their resignation to the board.  We believe that the board's action has made this proposal moot, and 
therefore recommend that shareholders vote against the proposal.   

Rationale/Conclusion: 

PROXY Governance recommends a vote against the proposal, as it has already been substantially implemented by the board. 

[back to top] 

Shareholder

Appoint Separate/Independent Board Chair 
PROXY Governance  Vote Recommendation: FOR 

Proposal: 

The proponent requests that the company establish a policy of, whenever possible, separating the roles of chairman and CEO, so 
that an independent director who has not served as an executive officer of the company serves as chairman. The proposal will not 
apply to the extent that complying would necessarily breach any contractual obligations currently in effect. 

Proponent: 

General Board of Pension and Health Benefits of the United Methodist Church 

Shareholder View: 

The proponent states that the primary purpose of the chairman and the board is to provide oversight of management, including the 
CEO.  The proponent believes that separating the chairman and CEO roles will promote greater management accountability to 
shareholders and lead to a more objective evaluation of the CEO.  It notes that companies are increasingly moving toward 
separating the two roles and that institutions such as the Council of Institutional Investors favor an independent chairman.   

3

4

Page 10 of 12PROXY Governance, Inc.

2/20/2008https://www.proxygovernance.com/servlets/ProcessAction?identifier=PGIresearchInfoEntr...



Management View: 

While the board recognizes that some companies have separated the chairman and CEO roles, it believes such a move would not 
be in the company's best interests.  It believes that J. Mackey, as the company's co-founder and longtime chairman/CEO, is 
uniquely qualified to set the agenda and lead discussions regarding strategic issues at the company.  The board notes that the 
company's long-term shareholder returns have been very strong, increasing at an average compounded rate of 22% since the 
company's IPO.  Reducing Mackey's role would impair his visibility as the company's leader and endanger the company's mission-
driven focus.   

The board also notes that there are already sufficient restrictions on Mackey's power, including the appointment of a lead director 
(currently filled by J. Elstrott), whose responsibilities include: (1) leading the CEO's annual performance review, (2) working with the 
CEO to set the meeting agenda; (3) serving as chair of the board's regular and special meetings; and (4) serving as chair of the 
executive sessions of independent directors.  It also notes that the company does not have an executive committee, which can 
sometimes be used at some companies to effect board-level decisions without consultation from independent board members.   

Analysis: 

PROXY Governance believes that a separate, independent chairman may be warranted in specific circumstances where there is 
evidence of an overly dominant CEO and a need for stronger board oversight, though we would typically not want a permanent 
separation codified in a company's bylaws.  Such evidence would include, for example, poor company performance during the 
CEO's tenure, excessive CEO compensation, minimal board independence, an unwieldy board size, lack of board turnover, or a 
deficient nominating process (such as shareholder nominees rejected without good reason).  We note the following regarding the 
company: 

� The board is 67% independent and the three key committees (audit, compensation, and nominating) are fully independent 
(based on stock exchange independence standards); 

� Average director tenure is 11 years, although CEO Mackey's 28-year tenure raises this substantially.  The average tenure 
for directors other than Mackey is 8 years; 

� The Nominating Committee, which consists of independent directors, develops general criteria regarding the qualifications 
and selection of board members and recommends candidates for election to the board. Nominees may be suggested by 
directors, management, shareholders, or, in some cases, by a third party firm engaged to recommend directors; 

� The company has established  a lead independent director position, as described in the Management View above.  Current 
lead director J. Elstrott's primary experience is as a professor of entrepreneurship at Tulane University, where he has been 
on the faculty since 1982.  It is unclear how long the company has had such a position or how long Elstrott has filled it, as its 
proxy statements from year to year have not consistently disclosed who filled the position at the time, or whether the position 
existed at all; 

� Although the company has performed in line with peers over the past five years, it has substantially underperformed over the 
past two years, as noted in Proposal 1; 

� According to PROXY Governance's analysis, the company's executive compensation appears reasonable compared to 
peers and given relative financial performance. 

Notwithstanding the company's appointment of a lead director, the board's relatively low independence ratio over the past several 
years, along with Mackey's significant advantage in tenure over the other directors, are somewhat indicative of a dominant CEO.  
Further, we note that Mackey has a reputation as a "larger-than-life" CEO because of his seeming ability to grab headlines over the 
past few years: he has been largely credited for creating one of the more unique corporate and employee environments in America.  
He has also received a substantial amount of negative attention as well: even before the "Rahodeb" story in 2007, Mackey drew 
shareholder ire at the 2006 annual meeting for suppressing any meaningful discussion of the shareholder proposals on the ballot. 

A critical factor in our analysis of when a “strong” chairman/CEO becomes an overly dominant one requiring that the roles be 
separated is whether we perceive, given the information at hand, evidence that the relationship between the chairman/CEO and the 
board has been or will be harmful to shareholder value.  While we recognize that some of Mackey's headline-grabbing acts have 
been embarrassing to the company in the short-term, we find the company's financial performance to be more worrisome, because 
we believe it may signal a need for changes in the company’s strategy that may not have been recognized (or was recognized too 
late) by top management.   

Whole Foods now operates in an industry in which its primary competitors are not other, smaller organic food chains, but large 
supermarket chains such as Safeway Inc., Kroger Co., and others, which have moved into Whole Foods' "market" by adding natural 
and organic foods departments.  In order to compete effectively in this new environment, the company will also have to battle the 
public perception (reflected in the company's "Whole Paycheck" nickname) that its prices, particularly with regard to basic staples, 
are not competitive with the larger chains.  Furthermore, Whole Foods is generally not perceived as ideal for “one-stop” shopping 
because of the limited range of staples available. In an economic environment in which consumers are becoming increasingly 
conscious of the need to reduce expenses, and where high fuel prices may militate against traveling to more than one store to buy 
food and grocery products, the strategy that has worked so well for the company in the past may need to be reexamined. While 
Mackey's unique vision has undoubtedly brought great value to the company (and changed the supermarket industry), his future 
value to the company in the combined chairman/CEO role will likely lie in his ability to execute on a new vision for overcoming these 
challenges going forward. 

But  although the company has acknowledged that it now operates in a new and more wide-ranging competitive environment in its 
arguments to the FTC and the court during the Wild Oats antitrust lawsuit, it continues along the same path that Mackey set it on 
years ago, pursuing primarily a growth strategy of acquiring smaller natural and organic food stores.  This strategy appears to have 
reached a point of diminishing returns; analysts generally agree that additional costs associated with the absorption of Wild Oats will 
eliminate any EPS growth in 2008, and that efficiencies at the acquired stores will need to be dramatically improved before any 

Page 11 of 12PROXY Governance, Inc.

2/20/2008https://www.proxygovernance.com/servlets/ProcessAction?identifier=PGIresearchInfoEntr...



benefits from the acquisition can be realized.  More telling, the above-noted competitive challenges, the Wild Oats merger and the 
“Rahodeb” scandal have shaken shareholder confidence, as reflected in the company’s precipitous share price decline over the 
past fifteen months. 

None of the above is intended to, nor could it possibly, diminish the role Mackey has played in bringing substantial value to 
shareholders over a very long period of time.  If he is to be held responsible for the 50+% drop in share price over the past five 
quarters, he must also be recognized as the chief architect of the shares' nearly 2000% appreciation in the 10 years prior.  
However, given the company’s recent performance and substantial doubts about its future direction, we believe it may be time for 
the board to be led by someone more inclined to reassess and reexamine the basic strategy of the company than Mackey 
presumably would be. Unfortunately, the annals of business are filled with visionary leaders who stayed on too long after their vision 
had run its course and failed to adapt to changing circumstances.    

The fact that this vote is advisory in nature and neither a charter nor a bylaw amendment also plays into our decision.  Generally, 
we believe that it should be the responsibility of the board to create whatever governance structure it concludes is in the best 
interests of the company and its shareholders.  But in this instance we believe that supporting this proposal allows shareholders to 
express the view that there needs to be a new perspective at the top rung of management (or the board), while still permitting the 
board to perform its function of structuring itself to best suit shareholders’ interests.   

A similar shareholder proposal at last year's annual meeting received support of 20% of votes cast. 

Rationale/Conclusion: 

The company undoubtedly has a dominant chairman/CEO whose strategy has been beneficial to shareholders for a very long time.  
However, we have concerns that his erratic behavior and possible disinclination or inability - after 28 years in the same position - to 
adjust to changing conditions in the company’s competitive environment may signal the need to allow room at the top for another 
seasoned and knowledgeable voice.  While we would generally leave it to the discretion of the board as to when and whether it is 
appropriate to separate the positions of chairman and CEO, we find that the advisory nature of the proposal allows shareholders to 
voice their opinion whether there is a need for an additional perspective while still permitting the board flexibility to make the final 
decision on the matter. 

[back to top] 

© 2007 by PROXY Governance, Inc.™ All Rights Reserved. The information contained in this proxy analysis is confidential, for internal use only in accordance with the terms of 
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provided “as is” and without any warranty to accuracy, is not intended to solicit votes, and has not been submitted to the Securities and Exchange Commission for approval. The 
information should not be relied on for investment or other purposes. 
Proponents and issuers written about in PROXY Governance research reports may be subscribers to PROXY Governance’s proxy voting and/or research services. Although 
PROXY Governance often confers with both proponents and issuers to ensure the accuracy of data, and to obtain an in-depth understanding of matters and positions, neither 
proponents nor issuers are involved in the preparation of the report or voting recommendations and PROXY Governance independently prepares such reports and 
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