
357

Index

Acceptable product completion
percentage, 269–270

Accounting measurements
Average employee expense report

turnaround time, 169–170
Average time to issue invoices,

167–168
Bad debt percentage, 178–179
Borrowing base usage percentage,

188–190
Brokerage fee percentage, 187–188
Collection effectiveness index,

182–183
Cost of credit, 185–186
Earnings rate on invested funds,

186–187
Internal audit efficiency, 177–178
Internal audit savings to cost

percentage, 175–177
Payroll transaction fees per

employee, 170–172
Percent of cash applied on day of

receipt, 183–184
Percent of receivables over XX days

old, 179–181
Percentage collected of dollar

volume assigned, 181–182
Percentage of payment discounts

missed, 164
Percentage of tax filing dates

missed, 173–174
Proportion of products costed prior

to release, 174–175
Purchase discounts taken to total

discounts, 162–163

Time to produce financial
statements, 172–173

Transaction error rate, 166–167
Transactions processed per person,

165–166
Unmatched receipts exposure,

184–185
Accounts payable

Days, 87–88
Turnover, 88–89

Accounts receivable
Collection period, 75–76
Investment, 78–80
Turnover, 73–75

Accruals to assets ratio, 111–113
Accumulated depreciation to fixed

assets ratio, 17–18
Altman’s Z-score bankruptcy

prediction formula, 104–106
Asset quality index, 110–111
Asset utilization measurements

Accumulated depreciation to fixed
assets ratio, 17–18

Break-even point, 30–31
Discretionary cost ratio, 20–21
Foreign exchange ratios, 22–23
Fringe benefits to wages and salaries

expense, 18–19
Goodwill to assets ratio, 26–27
Interest expense to debt ratio, 21–22
Investment turnover, 29–30
Margin of safety, 31–32
Overhead rate, 24–26
Overhead to cost of sales ratio,

27–29

ch18_4711.qxd  9/13/06  1:11 PM  Page 357

CO
PYRIG

HTED
 M

ATERIA
L

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



Asset utilization measurements (cont.)
Repairs and maintenance expense to

fixed assets ratio, 15–16
Sales backlog ratio, 13–14
Sales expense to sales ratio, 19–20
Sales per person, 11–12
Sales returns to gross sales ratio,

14–15
Sales to administrative expenses

ratio, 9–10
Sales to equity ratio, 10–11
Sales to fixed assets ratio, 7–8
Sales to working capital ratio, 6–7
Tax rate percentage, 32–33

Automated ratio result analysis,
306–307

Average employee expense report
turnaround time, 169–170

Average equipment setup time,
265–266

Average number of distinct products
per design platform, 198–199

Average time to hire, 210–211
Average time to issue invoices,

167–168
Average time to ship, 244–245

Bad debt percentage, 178–179
Bill of material accuracy, 191–192
Book value per share, 125–126
Borrowing base usage percentage,

188–190
Break-even plant capacity, 260–261
Break-even point, 30–31
Brokerage fee percentage, 187–188
Browse to buy conversion ratio,

285–286

Capital asset analysis, 316–318
Capital structure measurements

Accruals to assets ratio, 111–113
Asset quality index, 110–111
Debt coverage ratio, 108–109
Debt to equity ratio, 114–116
Funded capital ratio, 116–117
Issued shares to authorized shares,

119–121

Preferred stock to total stockholders’
equity, 118–119

Retained earnings to stockholders’
equity, 117–118

Time interest earned, 107–108
Times preferred dividend earned,

113–114
Capitalization rate, 158–159
Cash flow analysis, 314–316
Cash flow coverage ratio, 59–60
Cash flow from operations, 53–54
Cash flow measurements

Cash flow coverage ratio, 59–60
Cash flow from operations, 53–54
Cash flow return on assets, 63–65
Cash flow return on sales, 55–56
Cash flow to debt ratio, 68–69
Cash flow to fixed asset

requirements, 62–63
Cash receipts to billed sales and

progress payments, 60–61
Cash reinvestment ratio, 66–67

Cash to current assets ratio,
61–62

Cash to current liabilities ratio,
67–68

Cash to working capital ratio, 65–66
Dividend payout ratio, 71
Expense coverage days, 57–59
Fixed charge coverage, 56–57
Stock price to cash flow ratio, 70

Cash flow return on sales, 55–56
Cash flow to debt ratio, 68–69
Cash flow to fixed asset requirements,

62–63
Cash flow return on assets, 63–65
Cash ratio, 91–92
Cash receipts to billed sales and

progress payments, 60–61
Cash reinvestment ratio, 66–67
Cash to current assets ratio, 61–62
Cash to current liabilities ratio, 67–68
Cash to working capital ratio, 65–66
Collection effectiveness index,

182–183
Compounding analysis, 318–320
Constraint productivity, 250
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Constraint rework percentage,
252–253

Constraint schedule attainment,
253–254

Constraint utilization, 254–255
Core growth rate, 49–50
Core operating earnings, 46–47
Cost of capital, 154–156
Cost of credit, 185–186
Current liability ratio, 97–98
Current ratio, 89–90
Customer turnover, 282–283

Days delinquent sales outstanding,
76–77

Days of backlog, 299–300
Days of working capital, 94–95
Days sales in receivables index, 77–78
Debt coverage ratio, 108–109
Debt to equity ratio, 114–116
Defensive interval ratio, 96–97
Degree of unbalance, 255–256
Dictionary, 351–356
Direct mail effectiveness ratio,

287–289
Discretionary cost ratio, 20–21
Distribution turnover, 230–231
Dividend

Payout ratio, 71, 142–144
Yield ratio, 144–145

Earnings per share, 136–137
Earnings rate on invested funds,

186–187
Economic order quantity, 217–218
Economic production run size,

219–220
Economic value added, 138–141
Electronic data interchange supplier

percentage, 229–230
Electronic spreadsheet analysis,

301–324
Employee turnover, 209–210
Ending receivable balance, 80–81
Engineering measurements

Average number of distinct products
per design platform, 198–199

Bill of material accuracy, 191–192
Intangibility index, 200–201
Labor routing accuracy, 193–194
Percentage of existing parts reused

in new products, 198
Percentage of floor space utilization,

206–207
Percentage of new parts used in new

products, 196–198
Percentage of new products

introduced, 194–195
Percentage of products reaching

market before competition,
199–200

Percentage of sales from new
products, 195–196

Ratio of actual to target cost,
202–204

Science linkage index, 201–202
Time from design inception to

production, 205–206
Warranty claims percentage,

204–205
Enterprise value/earnings ratio,

151–152
Equity growth rate, 135–136
Expense coverage days, 57–59

Financial leverage index, 134–135
Financial statement

Proportional analysis, 302–303
Ratio analysis, 303–305

Finished goods inventory turns,
223–224

Fixed charge coverage, 56–57
Forecasting, 311–314
Foreign exchange ratios, 22–23
Freight audit recovery ratio, 

240–241
Fringe benefits to wages and salaries

expense, 18–19
Funded capital ratio, 116–117

Glossary, 351–356
Goodwill to assets ratio, 26–27
Gross profit index, 40–41
Gross profit percentage, 39–40
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Human resources measurements
Average time to hire, 210–211

Employee turnover, 209–210
Intern hiring percentage, 212–213
Late personnel requisitions ratio,

211–212
Ratio of support staff to total staff,

213–214

Inbound telemarketing retention ratio,
289–290

Incoming components correct quantity
percentage, 234–235

Indirect expense index, 276–277
Insider stock by-sell ratio, 147–149
Intangibility index, 200–201
Internal audit savings to cost

percentage, 175–177
Inventory

Accuracy, 227–228
To sales ratio, 81–82
To working capital ratio, 85
Turnover, 82–84

Interest expense to debt ratio, 21–22
Intern hiring percentage, 212–213
Internal audit efficiency, 177–178
Investment analysis, 320–323
Investment income percentage, 41–42
Investment turnover, 29–30
Issued shares to authorized shares,

119–121

Labor routing accuracy, 193–194
Late personnel requisitions ratio,

211–212
Leverage analysis, 307–309
Liquidity index, 86–87
Liquidity measurements

Accounts payable days, 87–88
Accounts payable turnover, 88–89
Accounts receivable collection

period, 75–76
Accounts receivable investment,

78–80
Accounts receivable turnover, 73–75
Altman’s Z-score bankruptcy

prediction formula, 104–106

Cash ratio, 91–92
Current liability ratio, 97–98
Current ratio, 89–90
Days delinquent sales outstanding,

76–77
Days of working capital, 94–95
Days sales in receivables index,

77–78
Defensive interval ratio, 96–97
Ending receivable balance, 80–81
Inventory to sales ratio, 81–82
Inventory to working capital ratio,

85
Inventory turnover, 82–84
Liquidity index, 86–87
Noncurrent assets to noncurrent

liabilities ratio, 101–103
Required current liabilities to total

current liabilities ratio, 98–99
Risky asset conversion ratio, 100
Quick ratio, 90–91
Sales to current assets ratio, 92–93
Short-term debt to long-debt ratio,

103–104
Working capital productivity,

93–94
Working capital to debt ratio,

99–100
Logistics measurements

Average time to ship, 244–245
Distribution turnover, 230–231
Economic order quantity, 217–218
Economic production run size,

219–220
Electronic data interchange supplier

percentage, 229–230
Finished goods inventory turns,

223–224
Freight audit recovery ratio,

240–241
Incoming components correct

quantity percentage, 234–235
Inventory accuracy, 227–228
Number of orders to place in a

period, 218–219
Obsolete inventory percentage,

224–225
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On-time delivery percentage,
245–246

On-time parts delivery percentage,
232–233

Order fill rate, 242–243
Percentage of actual payments

varying from purchase order
price, 236–237

Percentage of certified suppliers,
228–229

Percentage of inventory > XX days
old, 225

Percentage of products damaged in
transit, 246–247

Percentage of purchase orders issued
below minimum dollar level,
237–238

Percentage of receipts authorized by
purchase orders, 239–240

Percentage of returnable inventory,
226–227

Percentage of sales through
distributors, 247–248

Picking accuracy for assembled
products, 242

Production schedule accuracy,
216–217

Proportion of corporate credit card
usage, 238–239

Purchased component defect rate,
233–234

Raw material content, 221–222
Raw material inventory turns,

220–221

Maintenance expense to fixed assets
ratio, 275–276

Manufacturing critical path time,
258–259

Manufacturing effectiveness, 262–263
Manufacturing efficiency, 259–260
Margin of safety, 31–32
Market performance measures

Capitalization rate, 158–159
Cost of capital, 154–156
Enterprise value/earnings ratio,

151–152

Insider stock buy-sell ratio, 147–149
Market value added, 149–151
Price/earnings ratio, 157–158
Sales to stock price ratio, 156–157
Stock options to common shares

ratio, 152–154
Market share, 281–282
Market value added, 149–151
Marketing measurements, see Sales

measurements
Mean time between failures, 268–269

Net income percentage, 45–46
Net promoter score, 284–285
Net worth, 123–125
Noncurrent assets to noncurrent

liabilities ratio, 101–103
Number of orders to place in a period,

218–219

Obsolete inventory percentage,
224–225

On-time delivery percentage, 245–246
On-time delivery ratio, 279–280
On-time parts delivery percentage,

232–233
Operating assets ratio, 35–37
Operating leverage ratio, 43–45
Operating performance measures

Core growth rate, 49–50
Core operating earnings, 46–47
Gross profit index, 40–41
Gross profit percentage, 39–40
Investment income percentage,

41–42
Net income percentage, 45–46
Operating assets ratio, 35–37
Operating leverage ratio, 43–45
Operating profit percentage, 42–43
Profit per customer visit, 47–48
Profit per person, 48–49
Quality of earnings, ratio, 50–51
Sales margin, 38
Sales to operating income ratio,

37–38
Operating profit percentage, 42–43
Order fill rate, 242–243
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Overhead rate, 24–26
Overhead to cost of goods sold ratio,

27–29

Payroll transaction fees per employee,
170–172

Percentage change in earnings per
share, 137–138

Percentage collected of dollar volume
assigned, 181–182

Percent of cash applied on day of
receipt, 183–184

Percentage of actual payments varying
from purchase order price,
236–237

Percentage of certified suppliers,
228–229

Percentage of existing parts reused in
new products, 198

Percentage of floor space utilization,
206–207

Percentage of inventory > XX days
old, 225

Percentage of new parts used in new
products, 196–198

Percentage of new products
introduced, 194–195

Percentage of payment discounts
missed, 164

Percentage of products damaged in
transit, 246–247

Percentage of products reaching
market before competition,
199–200

Percentage of purchase orders issued
below minimum dollar level,
237–238

Percentage of receipts authorized by
purchase orders, 239–240

Percentage of receivables over XX
days old, 179–181

Percentage of returnable inventory,
226–227

Percentage of sales from new products,
195–196

Percentage of sales through
distributors, 247–248

Percentage of tax filing dates missed,
173–174

Picking accuracy for assembled
products, 242

Preferred stock to total stockholders’
equity, 118–119

Price/earnings ratio, 157–158
Product demand elasticity, 298–299
Production measurements

Acceptable product completion
percentage, 269–270

Average equipment setup time,
265–266

Break-even plant capacity, 260–261
Constraint productivity, 250
Constraint rework percentage,

252–253
Constraint schedule attainment,

253–254
Constraint utilization, 254–255
Degree of unbalance, 255–256
Indirect expense ratio, 276–277
Maintenance expense to fixed assets

ratio, 275–276
Manufacturing critical path time,

258–259
Manufacturing effectiveness,

262–263
Manufacturing efficiency, 259–260
Mean time between failures,

268–269
On-time delivery ratio, 279–280
Productivity index, 263–264

Reorder point, 277–279
Scrap percentage, 272–273
Takt time, 251–252
Throughput effectiveness, 256–258
Unit output per direct labor hour,

264–265
Unscheduled machine downtime

percentage, 266–268
Warranty claims percentage,

274–275
Work-in-process turnover, 271–272

Production schedule accuracy,
216–217

Productivity index, 263–264
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Profit per customer visit, 47–48
Profit per person, 48–49
Proportion of completed sales to home

page views, 290–291
Proportion of corporate credit card

usage, 238–239
Proportion of products costed prior to

release, 174–175
Pull-through rate, 292–293
Purchase discounts taken to total

discounts, 162–163
Purchased component defect rate,

233–234

Quality of earnings ratio, 50–51
Quick ratio, 90–91
Quote to close ratio, 291–292

Ratio of actual to target cost, 202–204
Ratio of support staff to total staff,

213–214
Raw material

Content, 221–222
Inventory turns, 220–221

Recency, 286–287
Relative value of growth, 141–142
Reorder point, 277–279
Repairs and maintenance expense to

fixed assets ratio, 15–16
Required current liabilities to total

current liabilities ratio, 98–99
Retained earnings to stockholders’

equity, 117–118
Return on assets employed, 127–129
Return on common equity, 132–134
Return on equity percentage, 131–132
Return on infrastructure employed,

129–130
Return on investment measurements

Book value per share, 125–126
Dividend payout ratio, 142–144
Dividend yield ratio, 144–145
Earnings per share, 136–137
Economic value added, 138–141
Equity growth rate, 135–136
Financial leverage index, 134–135
Net worth, 123–125

Percentage change in earnings per
share, 137–138

Relative value of growth, 141–142
Return on assets employed,

127–129
Return on common equity, 132–134
Return on equity percentage,

131–132
Return on infrastructure employed,

129–130
Return on operating assets,

130–131
Tangible book value, 126–127

Return on operating assets, 130–131
Risk analysis, 323–324
Risky asset conversion ratio, 100–101

Sales backlog ratio, 13–14
Sales effectiveness, 296–297
Sales expenses to sales ratio, 19–20
Sales margin, 38
Sales measurements

Browse to buy conversion ratio,
285–286

Customer turnover, 282–283
Days of backlog, 299–300
Direct mail effectiveness ratio,

287–289
Inbound telemarketing retention

ratio, 289–290
Market share, 281–282
Net promoter score, 284–285
Product demand elasticity, 

298–299
Proportion of completed sales to

home page views, 290–291
Pull-through rate, 292–293
Quote to close ratio, 291–292
Recency, 286–287
Sales effectiveness, 296–297
Sales per salesperson, 293–294
Sales productivity, 294–295
Sales trend percentage by product

line, 297–298
Sales per person, 11–12
Sales per salesperson, 293–294
Sales productivity, 294–295
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Sales returns to gross sales ratio,
14–15

Sales to administrative expenses ratio,
9–10

Sales to current assets ratio, 92–93
Sales to equity ratio, 10–11
Sales to fixed assets ratio, 7–8
Sales to operating income ratio, 

37–38
Sales to stock price ratio, 156–157
Sales to working capital ratio, 6–7
Sales trend percentage by product line,

297–298
Science linkage index, 201–202
Scrap percentage, 272–273
Short-term debt to long-term debt

ratio, 103–104
Solvency measurements

Accruals to assets ratio, 111–113
Asset quality index, 110–111
Debt coverage ratio, 108–109
Debt to equity ratio, 114–116
Funded capital ratio, 116–117
Issued shares to authorized shares,

119–121
Preferred stock to total stockholders’

equity, 118–119
Retained earnings to stockholders’

equity, 117–118
Times interest earned, 107–108
Times preferred dividend earned,

113–114
Spreadsheet analysis, 301–324

Stock options to common shares ratio,
152–154

Stock price to cash flow ratio, 70

Takt time, 251–252
Tangible book value, 126–127
Tax rate percentage, 32–33
Throughput effectiveness, 256–258
Time from design inception to

production, 205–206
Time to produce financial statements,

172–173
Times interest earned, 107–108
Times preferred dividend earned,

113–114
Transaction error rate, 166–167
Transactions processed per person,

165–166
Trend analysis, 309–310

Unit output per direct labor hour,
264–265

Unmatched receipts exposure,
184–185

Unscheduled machine downtime
percentage, 266–268

Warranty claims percentage, 204–205,
274–275

Work-in-process turnover, 271–272
Working capital

Productivity, 93–94
To debt ratio, 99–100
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