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Accounts receivable,
management of, 86

Acquisition cost, 162-165

Acquisitions, failure to achieve
financial returns, 9

Actual cost of work performed
(ACWP), 190

Airline industry, increased
prices in, 75

Amazon, 53, 56

AMD, 111

INDEX

American Express, change in
product mix, 77-78

Amtrak, 135

“Analysis paralysis,” 18-19

Anecdotal evidence, regarding
Investment activities, 3

Ansoff matrix, 156-157, 161

AOL Time-Warner, 8-9, 57

Apple Computer, 50-51

Applications services provider
(ASP), 48

Assessment of business impact,
32-34
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Attrition rate, 164
format of, 164-165

Automated teller machines
(ATMs), 52-54, 135

Automobile Association of
America (AAA), hotel
rankings, 54

Automobile industry, hot cars
and treadmill phenomenon,
76=77

Average annual revenue per
customer, 163

B

Balanced Scorecard, 12, 14,
33,183
Bank of America, acquisition
of Fleet Bank, 53
Bernstein, Peter, 103
Bezos, Jeff, 53
Big Dig, 151
Blockbuster video stores, 56
BMW, 75
Bossidy, Larry, 13-14, 145
Boston Red Sox:
change in product mix,
77-78
and sale of new prod-
ucts/services, 75-76
ticket prices, 74-75
“Bricks” and “clicks,” 53
Budgeted cost of work
performed (BCWP), 190
Budgeted cost of work
scheduled (BCWS), 190
Buffet, Warren, 73
Business case, defined, 7
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Business climate, listening to,
92-93
Business conditions, changes
in, 40-41
Business impact, 199-200
Business impact analysis, 20, 69
business climate,
listening to, 92-93
capacity utilization,
impact of sales changes
on, 94-95
cash flow, 73
financial statements,
listening to, 92-93
growing revenue, 74-87
operational levers, 87-91
product mix, 93-94
Business Investment
Roadmap, 15-18, 175
as bridge across the
execution gap, 196
as the bridge between
strategy and finance,
203-204
as a complement to
finance-driven,
analytical techniques,
41-42
Decision Route, 27,
197-198
defined, 15-16, 25-26
elements, 26-28
assessment of business
impact, 32-34
execution analysis,
37-39
ongoing management,
39-41
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preliminary analysis, C
28-32
risk analysis, 34-37 Cable TV and the value of
execution analysis, customers, 158-161
146-147 Campbell’s, 99
and the execution gap, Capacity utilization, impact of
25-26 sales changes on, 94-95
flexibility of, 25-26 Capital equipment and goods,

investments in, 3
Capital goods investments, 2
Capital intensity:
degree of, 112
determining,
152-154, 167
Cash flow, 28-29, 32, 46-47,
52, 56,63, 68,71, 73-74,

foundation for, 198
Fresh Breeze:
execution analysis,
168-173
ongoing management
189-193, 189-193
risk, 140-143

growing value with, 82-83, 87-88, 90-92, 95,
23-42 97,153, 164, 200

and guarantee of success, Cemex, 134
41-42 _ CEOs/CFOs, 19

and investment in Charan, Ram, 13, 145
organizational change, Cheesecake Factory, 111
196-197 _ Churn rates, 113

methodologies, 17 CIOs/CTOs, 19

purpose of, 19 Circuit City, 49, 158

risk analysis, 104-105 Cisco Systems, acquisition of

methodology, 36 Linksys, 121

sequential elements, Citibank, 158
26-27 Collins, Jim, 14-15, 33,

using, 25-28 70-71

using to move out of the Compagq:
recession mindset, acquisition of DEC, 72
195-196 HP’s merger with, 34

walk-through of Fresh Competitive environment, 111
Breeze financial Competitive Local Exchange
statements for, 96-102 Carriers (CLEC), 112

Business travelers, and the Complications (Gawande), 115
airline industry, 75 Connery, Sean, 24
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Corporate decision makers, D

and business investments, 4
Corporate investments: Daimler-Benz:

acquisition of Chrysler,

and returns with low 93-94, 120_121
risk. 35-36 merger with Chrysler,
) ’ 57-58
risk, 105 .
Cost, impact of risk on, 129 Decision Route, 197-198

Decision-maki bout
Cost of goods sold (COGS), frf:;ls(inmé?ljs lgi_az 50 4

evaluating, 38-40

81_83’_ 19 characteristics of risk
defined, 81 factors by, 127
Cost percentage of sales, 88-90 degree of uncertainty,
Cost performance index 122-127
(CPI), 190 known unknowns,
Cost reduction and productiv- 124-125
ity investments, 155-156 messes, 126-127
goal of, 155 minor events, 123-124
Cost reduction investment, noise, 123
benefits of, 89 unknown unknowns,
Cost variance (CV), 190 125-126
Countrywide Mortgage, 78 Dell Computer, 9-11, 51
Covey, Steven, 69 inventory management, 85
CRM, 9, 133 resale of computer

Cross-country road trip, perlpherals, 78=79
177-181 Denominator, See Golden

nuggets
Department of Defense, 203
Dickey, Lisa, 8
Digital Equipment

lessons learned from, 181
CSG Systems, 30

Customer acquisition cost,

162-165 Corporation (DEC), 71-73
Customer attrition rate, 165 DirecTV, 158-159
Customer life cycle, 160-161 Discount rate, 164
Customer relationship man- format of, 164-165

agement (CRM) systems, 9 Disney, 119
Customer support system, 52 Diversification, 107-108
Customer value, calculating, key to, 107

template for, 166 Documentation, 119
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dot-coms, and working
capital, 56

Dow Jones Industrial Average
(DJIA), 2

Drucker, Peter, 24

DuPont, 94

Duration risk, 114-115

E

Earned value analysis (EVA),
177, 185-187
alternatives to, 186-187
E-commerce, 53-54
Economic engine, 70
Eli Lilly, 134
Employment growth, 3
Enterprise resource planning
(ERP) software, corporate
investments in, 48
ERP, 133
Euro Disney, 119
Execution:
critical execution issues, 9
and mid-level
managers, 14
Execution analysis, 20,
37-39, 145-173, 201-202
and availability of
resources, 146
cable TV and the value
of customers, 158-161
capital intensity, deter-
mining, 152-154, 167
confronting the details of
your investment,
148-149
customer value, 161-167
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acquisition cost,
162-163
attrition rate, 164
average annual
revenue per
customer, 163
calculating, 165-167
discount rate, 164
questions to deter-
mine, 161-162
defined, 145-146
“How many yeses?”
approach, 151
impact of investment on
customers, 154-161
reviewing the details,
148-149
timing and sequence, 149
trade-offs, 150-151
Execution gap, 12-16, 25
Execution risk, 113-122
alignment and benefits,
120-121
buy-in and corporate
culture, 116-118
documentation, 119-120
duration, 114-115
personnel experience,
115-116
research and data
collection, 118-119
technology, 121-122
Execution: The Discipline of
Getting Things Done
(Bossidy/Charan), 13, 145
Execution-driven metrics, 16
Existing assets, exploiting,
78-81
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F calculating customer
value, 172-173
Fashion industry, rebranding customer value,
products of others, 79 170-172
Federal Deposit Insurance discount rate, 173
Corporation (FDIC), 34 financial statements,
FedEx, 84 96-102
Finance methodologies, 7 increases in revenues,
Finance metrics, 4-5, 7 97-101
Financial analysis, 16 investment to reduce
limitations of, 12 costs, 101-102
Financial metrics, 4-9, 15 ongoing management,
limits of, 9 189-193
Financial statements, risk factors, 140-142
listening to, 92-93 risk management,
Fixed assets, 86-87 140-143
Fleet Bank, acquisition by Functionality, impact of risk
Bank of America, 53 on, 129
“Following the Roadmap,”
20, 42, 60, 96, 140, 168, G
177, 189, 204
Ford Motor Company: Gap stores, 158
investment in General Electric, 57, 184
Jaguar, 55 “digital dashboard,” 186
Thunderbird, 76-77 General Motors (GM):
Foreman, George, 3—4 investment in Saturn,
Fresh Breeze, 20-21, 42, 97 54-56
creation of incremental OnStar system, 156-157
cash flows, 96 General-level performance
execution analysis, metrics, 184
168-173 Gerstner, Lou, 13-14
acquisition cost, Gillette, 33, 199
171-172 Golden nuggets, 32-33,
attrition rate, 172 70-71, 87, 91, 199-200
average annual building and
revenues per expanding, 71
customer, 170-171 identifying, 71

*'@%

4~ ¢



@é Index.fm Page 245 Tuesday, March 2, 2004 10:50 PM

i

INDEX

Good to Great (Collins), 14-15,
33,70
Gross margin, 81, 87, 91
Grove, Andrew S., 69-70
Growing revenue, 2, 74-87
by changing the product
mix, 77-78
by cutting costs, 81-84
operating costs, 83-84
by exploiting existing
assets, 78-81
by improving productiv-
ity, 84-87
fixed assets, 86-87
by raising prices, 74-75
by selling new products/
services, 75-77

H

Hedging, 107

Hewlett Packard (HP), 33-34,
51,79,199

High RO, §

High-risk, high-return
investment, compared to
a low-risk, low-return
investment, 35

HomeGrocer, 32

Hotel industry, 54

How Digital Is
Your Business? (Slywotsky/
Morrison/Weber), 49

“How many yeses?” tool,
151,202

HRM managers, 19

Human capital investments, 2
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I

IBM, 51,79
investment in OS/2, 17
project management
training program, 58
R&D investments, 11-12
Immelt, Jeffrey, 13-14, 57
Incremental cash flows, 28,
46-47,52,67,73,79, 84,
87-88, 95-96, 198
Incremental revenue, 79, 88,
132-133,137, 139
Indiana Jones and the Last
Crusade, 23, 24, 41, 106, 204
Insurance industry, and
risk, 106
Intel, 111
Intuit, 117
Inventory management,
85-86
Investment plan, 39
Investments:
benefits from, 52-54
failures, 2
for the future, 3
high-risk, high-return, 35
human capital, 2
in increased
productivity, 90
low-risk, high-return, 35
killing, 187-188
linking to your
customers, 154-155
one-shot, 201
performance, 39-40
periodic reviews of, 40
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Investments: (continued)
reviewing the details of,
148-149
R&D, 9-12
sure shot, 134-136
wish and hope, 136-137
world change,
133-134, 139
Investor risk, 107-109
Iridium, 36-37
Iron triangle, 150

J

Jet Blue, 75

“Jobless recovery,” 3
Jobs, Steve, 50-51
Johnson & Johnson, 47
Joyce, William, 196

K

Kaplan, Robert S., 12, 33, 183
Kenan Systems, 30

Keurig, 151-152

Killing investments, 187-188
Known unknowns, 124-125
Kozmo, 32

L

Layoffs, 3

Limits of portfolio theory,
107-109

Linksys, Cisco's acquisition
of, 121

Long's Drugs, 149
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Low-risk, high-return
investments, 35

Lucent Technologies, Kenan
Systems acquisition, 30

M

Macro external risk factors,
110-113
Macro performance
metrics, 184
Managing risk, 104
Market development, 157-158
Market penetration, 156-157
Marketing managers, 19
Maytag's Neptune
washers/ dryers, 78
McDonald's, 111
Mean, 35
Mercedes-Benz USA, 135
Merck, 108
and the drug
Aprepitant, 126
Merrill, Rebecca, 69
Merrill, Roger, 69
Messes, 126-127
Metropolitan Insurance,
acquisition of The New
England, 94
Microsoft Corporation, 51
gross margins, 82
Microsoft Project, 185
Mid-level managers:
and execution, 14
and growth of revenues
and profits, 5-6
Mobile Travel Guide, hotel
rankings, 54
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Monster.com, 9

Morrison, David J., 49
Most-favored nation status, 102
Motorola, 36-37

N

Nabisco, 76, 132-133

NASDAQ, 1-2, 55

National Football League, 49

Net income, 87

Netflix, 56

New product development,
and portfolio theory, 106

New products/services,
growing revenue by selling,
75=-77

Nohria, Nitin, 196

Norton, David P.,, 12, 33, 183

Q)

Olsen, Ken, 71-72

On Measuring Corporate
Performance (Drucker), 24

One-shot investment, 201

Ongoing management, 20,
39-41, 175-194, 202-203

cross-country road trip,
177-181

Only the Paranoid Survive:
How to Exploit the Crisis
Points That Challenge Every
Company (Grove), 69

Operating costs, 83-84

Operating leverage, 95

Operating margins, 91

247

improved, creating value
through, 93
Operational levers, 87-91
Oracle, 113

P

Performance, evaluating, 38—40
Performance metrics, 181-185
Periodic reviews of
investments, 40
Portfolio theory, limits of,
107-109
Postal Service, and price
increases, 74-75
Preliminary analysis, 20,
28-32,43-68, 199
benefits from the
investment, 52—-54
impact of successful
investing on the com-
pany's cash flow, 44-47
leveraging competencies/
creating competitive
advantage, 48
long-term commitment,
54-56
thorough analysis of an
investment, 56-57
Priceline.com, 30-32
Prices, raising, to grow
revenue, 74-75
Proctor & Gamble, 99, 125
Product and service vendors, 19
Product mix, 93-94
changing, 77-78
Productivity, improving, 84-87
Project managers, 19
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Q

Quaker, acquisition of
Snapple, 7-8

Quality Dining, acquisition of
Bruegger's Bagels, 137

R

R&D managers, 19
R&D (research &
development), 57, 126
and portfolio theory, 106
Raising prices, to grow
revenue, 74-75
Research and data collection,
114, 118-119, 140
Research and development
(R&D) investments, 9-10
Retailers’ e-commerce
sites, 53
Return on investment (ROI),
4-5,16,135-136
high ROIs, §
Revenue growth investments,
155,156-158
cross-selling, 158
diversification, 158
market development,
157-158
market penetration,
156-157
objective of, 156
starting from scratch, 158
Risk:
defined, 105-109
degree of uncertainty,
122-127

MINDING THE CORPORATE CHECKBOOK

known unknowns,
124-125
messes, 126-127
minor events, 123-124
noise, 123
unknown unknowns,
125-126
evaluating, 109-130
sources of risk,
109-122
execution risk, 113-122
alignment and
benefits, 120-121
buy-in and corporate
culture, 116-118
documentation,
119-120
duration, 114-115
personnel experience,
115-116
research and data
collection, 118-119
technology, 121-122
impact of, 129-130
inherent, 106-109
macro external risk
factors, 110-113
mitigation plans,
138-139
probability, 127-129
relative to return (ROI),
132-137
incremental revenue,
132-133
sure shot investments,
134-136
wish and hope
investments, 136137
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world change
investments, 133-134
risk profile, creating,
130-138
Risk analysis, 20, 34-37,
103-143, 200-201
Risk mitigation, 104
Risk profile, 139
Risk/return matrix, 133
uses for, 137-138
Roberson, Bruce, 196
Rumsfeld, Donald, 122

S

SAP, 113

Savings accounts, and risk, 34

Schedule, impact of risk on, 129

Schedule performance index
(SPI), 190

Schedule variance (SV), 190

Seibel, 48

Senior managers, and growth
of revenues and profits, 5-6

Shatner, William, 30

Shouldice Hospital (Canada), 115

Silver bullet, 69-70

Slywotzky, Adrian J., 49

Software bolt-ons, 113

Southwest Airlines, 84, 156

Southwest ATA, 75

Standard deviations, 35

Strategic plans, 6-12

Streamline, 30

Sun Microsystems, 9-11

Sure shot investments,
134-136, 139

Swisher, Kara, 8
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T

Tangible and intangible assets,
exploiting, 78-79
Technology risk, 121-122
Telecommunications industry:
infrastructure
investments, 136-137
and treadmill
phenomenon, 76
Texas Instruments, 78
There Must Be a Pony in Here
Somewhere: The AOL Time-
Warner Debacle and the
Quest for the Digital Future
(Swisher/Dickey), 8
Thomas Lee & Partners, 8
3 x 3 probability/impact
matrix, 131
Time, cost, and performance
metrics, 181-185
Timing and sequence, of
investments, 149
Trade-offs, 150-151, 167
between risk and return,
34-35
“Traditional financial
accounting model,” 12
Transaction-based industries,
risk characteristics, 112
Treadmill phenomenon, 76
Turner, Ted, 8

U

Unemployment, 2, 3
Unforeseen certainty, 125-126
Unknown unknowns, 125-126
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U.S. Department of Defense,
185, 203

U.S. Postal Service, and price
increases, 74-75

US Trust, acquisition by
Charles Schwab, 94

\Y%

Value drivers, 71, 87, 91-92,
95-97
cash flow, 73
Vertical integration, 78
Vision statements and
strategies, 6—12

W

Walker, Jay, 30
Wal-Mart, 50
COGS, 82
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Washington Mutual, 78

Webclub House, 30-32

Weber, Karl, 49

WebVan, 32

Wegman's Food Markets, 82

Wish and hope investments,
136-137,139

Working capital, 56

World change investments,
133-134, 139

Z

Zero-percent financing, 3
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