Index

A
Accounts payable working capital
problems, 52
Accounts receivable
Crediting of, 190
Outstanding as proportion of
sales, 206

Working capital problems. +0-50

Acquisition
Capacity analysis, 241
Evaluation, 66101
Measurements: 179
Activity-based coct analysis, 231
Annualized pay report, 303-304
Anticipation surveys, 162
Arithmetic mean, 344
Asset
Acquisition, 79-82
Appraisal, 80
Automated ratio results analysis,
259-260

B
Bad debt, reduction of, 176-177
Balance sheet
Proportional analysis, 255-256
Ratio analysis, 256-258
Bar charts, 291

Behavioral changes caused by
~icasurements, 174-179
Benviits cost per employee, 217
beia, 329-330
Billing price per hour, 201
Bottleneck
Analysis, 240, 242
Efficiency, 231-232
Utilization, 231
Brand analysis, 68, 75-77
Breakeven
Basic formula, 141-143
Billable percentage, 203
Case studies, 147-153
Including fixed-cost changes,
143-144
Including pricing changes,
146-147
Including variable-cost changes,
144-146
Point, 257-258
Reports, 318-320
Budget reports, 310-313
Budget to actual analysis
For computer systems projects,
209-210
For engineering projects,
214-216

393



394 Index

Buffer time, 215

Business cycle
Forecasting, 162-168
History of, 158-159
Impact on a corporation,

156-158

Nature of, 155-156
Theories, 159-162

C
Capacity
Analysis, 69, 77-79, 239-249
Baseline, 243
Reports, 321-323
Utilization, cost of, 160
Capital asset pricing model, 329
Capital expenditures
Analysis of, 9, 17-35, 268-270
Cash flow model, 53-56
Post-completion analysis,
32-34
Problems with, 34-35
Proposal form, 29-32
Cash
Application of, 190
Cash flow
Acquisition analysis, 87-90
Analysis, 266-268

As a performarn e nieasurement,

173
Decision tree, 27
Evaluation of, 48-65
Incremental analysis, 63—-64
Linkage to shareholder value,
102-104
Model for capital expenditures,
53-56
Modeling issues, 26—-29
Reports, 314-318
Scenarios, 28
Cash forecast
Accuracy report, 317-318
Model, 56-63, 316-317
Changeover time, 248
Collections, 190

Common product platform
analysis, 212
Common stock
Cost of, 328-329
Financing, 42—43
Complexity analysis
For acquirees, 69, 95-96
For products, 197
Compounding analysis, 270-273
Computer cost per user, 210-211
Computer services, analysis of,
209-211
Configuration analysis, 212-213
Constraint
Efficiency, 231-232
Utilization, 291
Consumer demand theory,
159-160
Conyeruble securities, 43—44
Cosu of capital
Calculation of, 330-332
Components of, 324-325
Incremental, 332-335
Modification, 337-340
Credit granting process, 189
Current ratio, 257-258
Curvilinear trend analysis, 350-352
Customer margin
Matrix, 309
Report, 308
Customers
Addition of, 174-175
Retention of, 178, 234-235
Cyclical indicators, 163

D
Data collection errors, 342—343
Data dispersion measures, 344-349
Debt
Accumulation theory, 160
Cost calculation, 325-327
Impact on shareholder value,
128-129
Interest rate charged, 208
To equity ratio, 257-258



Depreciation, 269-270
Design change analysis, 214
Design cost analysis, 216
Discounts taken, 207
Distributor additions
measurement, 180
Double—declining balance
depreciation, 269
Downtime analysis, 228

E
Early payment discounts, 226
Earnings per share, 261
Econometric models, 163
Electronic spreadsheet analysis,
253-278

Employee

Overtime report, 301-302

Profitability, 203

Turnover, 218-219, 230
Engineering analysis, 211-217
Equipment, see Fixed assets
Equity, cost of, 327-330
Error rate, transaction, 207-208
Expected commercial value,. 133
Expense control report, 311--312

F
Financial analysis: r¢le of, 7-13
Financial leverage ratio, 261
Financial statement ratio analysis,
256-258
Financing options analysis, 3647
Fixed assets
Analysis of, 268-270
Comparison to production
volume, 230-231
Impact on shareholder value,
125-128
Downtime analysis, 228
Reduction of, 240
Reliability of, 246
Replacement cost, 224
Turnover, 257-258
Utilization, 224

Index 395

Fixed cost impact on breakeven
analysis, 143-144
Fixed-declining balance
depreciation, 269
Fleet utilization, 223
Forecasting
In-house, 166
Service, 165-166
With electronic spreadsheet,
262-266
Forms
Capital expenditure proposal,
29-32
Fraud analysis, 69,906-92
Freight cost peristiipment, 225
Funding options
Control nroblems with, 39-40
Costs £, 37-38
Ri¢lessociated with, 38-39
“pes of, 36-37
tuuare value, 270-271
¥V Excel command, 27

G
Goal seek in Excel, 287-288
Gross margin
By product group, 234
Compared to machine
utilization, 247
Per salesperson, 233
Ratio, 257-258

H

Headcount
By position report, 300
Reduction, 177

High-low charts, 291

Human resources measurements,

217-221
Hurdle rate, 17-18

I

Income statement
Proportional analysis, 255
Ratio analysis, 256-258
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Innovation theory, 160
Intangible assets valuation,
130-132
Integration time, 179
Interest rate earned, 208
Interest expense rate, 208
Interest rate on an annuity, 271
Internal rate of return, 23-26
Inventory
Accuracy measurement, 222
Excessive quantities of,
197-198
Expectations theory, 160
Obsolescence measurement,
222-223
Turnover, 221-222, 257-258
Usage levels, 187
Working capital problems,
50-51
Investment
Analysis, 273-275
Policy, 208
Summary report, 313-314
Invoice preparation, 189-190

J
Job lot sizing, 247-248

L
Labor cost

Impact on shareholder value,

111-113

Per hour, 201
Labor reports, 299-304
Leasing, 40—41
Least-squares method, 350
Legal review of acquisition, 96-98
Leverage analysis, 260-261
Liability analysis, 82—-83
Linear trend analysis, 350-352
Loan

Acceleration, 39

Covenants, 39

Financing, 41-42

Logistics measurements, 221-227
Long-term growth theory, 161
Lot sizing, 247-248

M
Machine, see Fixed assets
Maintenance cost
Analysis, 224-225, 228
Per hour, 229
Management reports, 292-295
Manufacturing resource planning
software, 248
Margin
By customer repars, 308
By product group, 234
By product report, 306-307
Per salesperson, 233
Repoits,; 305-310
Mateiia cost
Liapact on shareholder value,
108-111
Reduction of, 177
Reports, 295-299
Median, 344
Mergers and acquisitions, see
Acquisition
Milestone analysis, 209, 214
Mode, 344
Money supply theory, 160

N
Net present value, 20-23
NPV Excel command, 267

(0]
Obsolescence cost reduction, 177
On-time parts delivery
performance, 226

Operating leverage, 260-261
Order

Entry, 188-189

Fulfillment cycle, 192-196
Outsourcing analysis, 236
Overtime report, 301-302



P
Parts delivery performance, 226
Patent analysis, 68, 74-75
Pay report, 303-304
Payback period, 18-20, 335-336
Payment discounts taken, 207
Performance review measurements
Compilation of, 181-182
Overview of, 171-174
Reporting of, 182-183
Personnel analysis, 68, 71-74
Pie charts, 291
Pilot production cost, 216
PMT Excel command, 271
Policies
Investment, 208
Post-completion analysis, 32-34,
215
Practical capacity, 248
Preferred stock, 44, 328
Present value calculation, 272
Preventive maintenance, 229
Pricing deals based on capacity,
240-241
Pricing impact on shareholde:
value, 104-108
Pricing impact on breakeven
analysis, 146-147
Principal payment celeulation, 272
Process cycles
Definition of, 184-185
Order fulfillment, 192-196
Purchasing, 185-187
Revenue, 188-191
Process valuation, 139-140
Product
Common platform analysis, 212
Configuration analysis, 212-213
Dependent, 200-201
Design cost, 216
Development measurements,
179-180
Life cycle, 201
Sales trend, 234

Index 397

Servicing cost, 198
Unprofitable, 197-201
Warranty costs, 213
Production
Analysis, 227-232
Employee turnover, 230
Schedule fulfillment, 231
Square footage, 229
Volume compared to fixed
assets, 230-231
Profitability
Analysis, 83-87
False increases in, 175
Product, 197-261
Profits
Acquired measurement, 179
By new.i.rcduct measurement,
18¢
By'nicw territory measurement,
181
Pruportional analysis, 254-256
Pull-through rate, 235
Purchase discounts taken, 207
Purchase orders
Loss of, 185
Per purchasing agent, 226
Purchase price variance report, 298
Purchase requisition, loss of, 185
Purchasing cycle, 185-187
PV Excel command, 272

Q
QUARTILE Excel command, 277

Quick ratio, 257-258

R
RATE Excel command, 271
Rearview mirror tracking, 116-117
Receivables turnover, 257-258
Receiving document, loss of, 186
Reconfiguration planning, 229
Recruiting

Cost, 219

Success measurements, 220
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Regression analysis, 264-266,
349-352
Reporting of metrics, 236-237
Reports
Annualized pay, 303-304
Asset analysis, 82
Billable hours, 202
Brand analysis, 77
Breakeven, 319
Capacity analysis, 78
Capacity utilization, 244-245,
321-323
Cash flow analysis, 90
Cash forecast, 316-317
Cash forecast accuracy,
317-318
Customer margin matrix, 309
Expense control, 311-312
Financial analysis, 289-323
Forecasted to actual sales, 296
Headcount by position, 300
Investment summary, 313-314
Legal analysis, 98
Liability analysis, 84
Margin by customer, 308
Margin by product, 396:-=597
Overtime, 301-302
Patent analysis, 74
Personnel analysis; 73
Profitability avalysis, 88
Purchase price variance, 298
Synergy analysis, 94
Target cost, 299
Unused assets, 127
Working capital, 314-315
Research and development
Expenditures, 115-118
Metrics, 133-137
Return on assets, 176, 179, 180,
181, 257-258
Return on equity, 176, 257-258
Return on sales, 257-258
Revenue
Cycle, 188-191
Reports, 295

Risk
Analysis, 275-277, 341-354
Reporting, 353-354

S
Sales
Acquired measurement, 179
Analysis, 232-235
By new product measurement,
180
By new territory measurement,
181
Call, cost of, 233
Per salesperson; 176, 233
Reports, 295
Return on, 257-258
Staff cosc. 232
To low-credit customers, 175
Treza analysis, 234
Scatier charts, 291
Sciiedule fulfillment, 231
Science linkage index, 216
Scrap analysis, 227-228
Securities analysis, 8-9
Services profitability analysis,
201-204
Servicing cost, 198
Shareholder value analysis,
102-129, 337-340
Square footage analysis,
228-229
Standard deviation, 345
STDEV Excel command,
345-346
Stock
Preferred, 44
Rights, 44-45
Stock buyback, 337-338
Stock transfer agent, 71
Store openings measurement,
180
Straight-line depreciation, 269
Sum of the years’ digits
depreciation, 269
Suppliers, number of, 187, 226



Suspense account analysis, 206
Synergy analysis, 69, 92-95

T
Target cost report, 299
Target costing, 134
Tax loss carry-forward, 81
Tax rate paid, 208-209
Taxation, impact on shareholder
value, 118-119
Territorial expansion
measurements, 180-181

Theoretical capacity, 243
Time billed measurement, 201
Time to hire, 220-221
Time to market, 133, 180
Time series models, 162
Title search company, 71
Trademark, see Brand analysis
Training cost per hour, 220
Transaction error rate, 207
Transportation cost, 223
Trend

Analysis, 262, 263

Charts, 291-292
TREND Excel command, 264
Turnover of inventory. 221-222

Index 399

U

Unmatched receipts exposure
ratio, 206

Unprofitable product analysis,
197-201

\%

Variable-declining balance
depreciation, 270

Vendors, see Suppliers

Vintage year revenue, 136

Variable cost impact on
breakeven analysis,
144-146

Variable sales pay, 232

w
Warranss, 490
Warrdrmuy cost, 198, 213
Wihiarif analysis, 279-288
Woirk-in-process usage level, 230
Working capital
Evaluation of, 48-53
Impact on shareholder value,
119-125
Reduction of, 177-178
Report, 314-315


















