I. Corporate Governance Analysis

To understand the relationship between managers and stockholders, try answering the following questions. Note that you may not have the information to answer every question, but try to keep your focus on the big questions.

1. The Chief Executive Officer
· Who is the CEO of the company? How long has he or she been CEO?
· If it is a family run company, is the CEO part of the family? If not, what career path did the CEO take to get to the top? (Did he or she come from within the organization or from outside?)
· How much did the CEO make last year? What form did the compensation take? (Break down by salary, bonus and option components)
· How much stock and options in the company does the CEO own?
2. The Board of Directors
· Who is on the board of directors of the company? How long have they served as directors?
· How many of the directors are ìinsideî directors? (i.e. employees or managers of the company)
· How many of the directors have other connections to the firm (as suppliers, clients, customers..)?
· How many of the directors are CEOs of other companies?
· Do any of the directors have large stockholdings or represent those who do?
3. Share Voting Structure
· Are there differences in voting rights across shares?
· If so, do incumbent managers own a disproportionate share of the voting shares?

To understand the relationship between the firm and financial markets, try asking the following questions:

1. Financial Market Concerns
· How many analysts follow the firm?
· How much trading volume is there on this stock?

To understand the relationship between the firm and society try answering the following questions:

1. Societal Constraints
· Does the firm have a particularly good or bad reputation as a corporate citizen?
· If it does, how has it earned this reputation?
· If the firm has been a recent target of social criticism, how has it responded?

