
Having come out of three tough years since the economic 
meltdown of 2008, business leaders may be forgiven for think-
ing that maybe Nietzsche was right—that which doesn’t kill you 
makes you stronger. Before 2008, growth was comparatively eas-
ier to come by, but the problem with growth is that it often dis-
guises mistakes and bad managerial hygiene. To grow profitably 
in real economic terms, without unsustainable leverage and with-
out buggering up the balance sheet, is not simple. Now in its 
fourth year, the Wealth Creation Index (WCI), created in part-
nership with Applied Finance Group and Drew Morris of Great 
Numbers!, separates the steady wealth creators from those who 
occasionally get lucky but do not have the discipline to maintain 
a steady return on real capital. With the low-hanging fruit behind 
us, those companies that remain at the top usually take  a disci-
plined approach to managing capital returns. Theyhave a solid 
plan for remaining prosperous, the initiatives in place to pull it 
off, and the balance-sheet discipline not to overpay for acquisi-
tions, for example.

The WCI seeks to measure companies that generate real eco-
nomic value—as opposed to mere GAAP accounting value. The 
index relies heavily on the idea of Economic Margin (EM), which 
measures the degree to which the company is making money 
in excess of its risk-adjusted capital cost. It’s expressed as a per-
centage of invested capital and calculated as operating cash flow 
minus a capital charge all divided by invested capital. Companies 
with positive EM (greater than zero percent) are creating wealth; 
those with negative EM are destroying it.

While no single metric is the Holy Grail in running one’s 
business, EM comes closer than most, as it looks at a business 
the way any true owner would. How effectively is every dollar 
invested in this business working? It’s a discipline that applies to 
any firm, public or private, from a local chain of dry cleaners to 
General Motors. Many private equity firms use some variation of 
EM in doing their own evaluations; it is useful to know how peo-
ple whose careers depend upon it size up one’s performance. The 
rankings look at public companies (minus REITs) in the S&P 500, 
where the CEO has been running the enterprise for at least three 

years, in order to fairly judge a leader’s impact on the company. 
(See “Ranking CEO Wealth Creation” p. 28.)

St. Louis-based Express Scripts, a large pharmacy benefit 
manager (PBM), landed the top position in 2011, following pre-
vious years where it was ranked #57 and #47. The company rose 
through the ranks largely due to to its success delivering growth 
through acquisitions, notably the PBM business of WellPoint in 
2009, while maintaining and improving profitable operations. 
Express Scripts has proved skillful in integrating acquisitions, 
something few companies are capable of getting right. 

If the proposed Express Scripts merger with Medco Health 
goes through, it will be a game-changing deal, doubling ES mar-
ket share to about 35 to 40 percent in this industry—one where 
scale is everything. Needless to say, there is much potential syn-
ergy on costs, once the two are combined and retail pharmacies 
are potentially squeezed further. [This explains why the National 
Community of Pharmacists Association (NCPA) has testified 
before a Congressional subcommittee against the merger.]

CEO George Paz points to two factors that contribute to his 
company’s performance: its independence from Big Pharma 
and its diligence in using research to drive out waste and to 
make medicines safe and affordable in order to optimize health 
outcomes. “You can look across the healthcare industry and be 
hard-pressed to find any sector that makes money when it saves 
its clients money, yet that is exactly what we do,” he says. “We 
offer clients innovative ways to lower prescription drug costs 
and, more importantly, improve health outcomes of members.”

Other firms that consistently rank among the top performers 
in recent years are Aflac, Apple, Autozone, Gilead Sciences and 
C.H. Robinson Worldwide. Mike Burdi, Applied Finance Group 
senior analyst, points to several common elements that these 
enterprises share. “Do your customers care whether you stay in 
business?” he asks. “It’s one thing to say that one is customer-
focused;  most claim to be as a matter of course. But would your 
customers really miss not having access to what you offer?”

Apple (#5) is a poster child for using these elements, as is 
Amazon.com (#87). Meanwhile, Netflix (#25) will soon find out 

2011 Wealth 
Creation Index
The fourth annual ranking of the Chief Executive/Applied Finance 
Group wealth creators—and destroyers—finds that discipline is 
rewarded.

performance

26  chiefexecutive.net    November/december 2011



1

2

3

4

5

6

7

8

9

10

1

2

3

4

5

6

7

8

9

10

Top 10 Wealth Creators

CEO			   COMPANY

George Paz		  Express Scripts

John W. Rowe		  Exelon

Jeffery H. Boyd		 Priceline.com

Timothy E. Guertin	 Varian Medical Systems

Steven P. Jobs		  Apple

Louis C. Camilleri	 Philip Morris

David J. Lesar		  Halliburton

John C. Martin, Ph.D.	 Gilead Sciences

Lothar Maier		  Linear Technology

Roger D. Linquist 	 MetroPCS

Top 10 Wealth Destroyers

CEO			   COMPANY

Salvatore Iannuzzi	 Monster

Klaus Kleinfeld		  Alcoa

Gregg L. Engles		 Dean Foods

Robert F. Friel		  PerkinElmer

Steven R. Appleton	 Micron Technology

Robert Greifeld		 Nasdaq OMX Group

Trevor Fetter		  Tenet Healthcare
	
John F. Lundgren 	 Stanley Black & Decker

Robert C. Skaggs, Jr. 	 Nisource

John S. Riccitiello 	 Electronic Arts

where it stands on that front. Apple’s challenge will be 
to maintain its allure after the loss of Steve Jobs. “In 
most research on what high-capital-return compa-
nies have in common, the common thread is the ability 
to consistently fulfill an unmet customer need, often 
when the customer didn’t really realize the need was 
unmet,” notes Burdi. “This is equally true whether one 
is big cap or small cap.”

—J.P. Donlon
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Exelon

Priceline.com

Varian Medical Systems

Apple

Philip Morris

Halliburton

Gilead Sciences

Linear Technology

MetroPCS

Cognizant Technology Solutions

Waters

Fastenal
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T. Rowe Price

Microsoft
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performance

Ranking CEO Wealth Creation  
By Drew Morris and Michael Burdi

Our ranking is based on the performance of com-
panies in the S&P 500 Index (and their CEOs) for 
the three years ending on June 30, 2011. It considers 
reported financial results during that period and esti-
mates for the next 12 months. Only companies whose 
CEOs were in their roles for the entire July 2008 
through June 2011 period were ranked. Not ranked are 
the 13 REITs in the 2011 S&P 500.

The four components of the ranking, explained 
below, were developed and calculated by the Applied 
Finance Group (AFG), an independent equity research 
advisory firm, using their proprietary metrics and 
data. An again-proprietary weighted combination 
of each company’s component rankings, taking into 
account the industry the company is in, is used to pro-
duce an overall score: 100 is awarded to the best wealth 
creator; 1 to the worst. (The list itself shows these over-
all scores as a sequential ranking.) The component 
rankings are shown as letter grades with companies in 
the top 20 percent of each component metric receiving 
an A grade; the bottom 20 percent receiving an F.

�Market (or Enterprise) Value/Invested                
Capital (MV/IC)
This measure shows the degree to which inves-

tors consider the company’s assets valuable, relative 
to their cost. Market value is what a buyer would have 
to pay to buy the company outright, that is, to pur-
chase all of the stock and pay off all of the loans, leases 
and other obligations. Note that market value depends 
on the stock price. Invested capital is the inflation-
adjusted total of all of the investments in the business. 
It does not depend on the stock price. So by its nature, 
MV/IC reflects the market’s take on the value of the 
investments made in the business.

�The Average of the Past Three Years’  
Economic Margins
Economic Margin (EM) measures the degree to 

which the company is making money in excess of its 
risk-adjusted capital cost—riskier businesses get rel-
atively higher capital costs. EM is expressed as a per-
centage of invested capital. It’s calculated as (Operating 
Cash Flow - the Capital Charge)/Invested Capital. 
Companies with positive EM (greater than 0 per-
cent) are creating wealth; those with negative EM are 
destroying it.

EM Change
This is a 12-month forecasted EM, based on the 

ratio of the most recent EM to the 3-year average.
Management Quality
This AFG-proprietary measure rewards a com-

pany with positive EM for growing its asset base, and 
penalizes one with negative EM for doing the same 
thing. In other words, if a company is making money 
and it adds assets in such a way that it can make even 
more, that’s good. So is selling off a money-losing divi-
sion. That said, it’s also valid that adding scale can 
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dramatically increase profitability in a business with 
high fixed costs.

A Validity Check on the Ranking Method
The top 50 companies in the ranking delivered an 

average Total Shareholder Return (TSR) of 68.5 percent 
between January 2008 and June 2011 (the period covered 
in the reported financials). The bottom 50 companies’ TSR 
averaged -9.3 percent, while the S&P 500’s average was 14.9 
percent (without its 14 REITs). The top 50’s median TSR 
was 40.7 percent; the bottom 50’s was -11.7 percent. 

As the table above shows, the top 50 companies in 
the wealth creation ranking far outperformed the bot-
tom 50 companies and the S&P 500 between July 2008 
and June 2011. Note: TSR = (Change in Share Price over 
Period + Dividends)/Start-of-Period Share Price.

For more on Economic Margin and how companies 
scored, see http://www.economicmargin.com/moreinfo.htm.

 

A Look at Some of the Best and 
Worst Companies

Every year, we profile companies in the top and 
bottom ranks that we haven’t written about previously 
to provide a fresh set of management insights.  
A few notes:

• �The write-ups reflect company events and perfor-
mance up until June 30, 2011. Therefore, incidents 
such as the passing of Apple CEO Steve Jobs and 
News Corp.’s hacking scandal were not included.

• �A clear difference emerged between the three pro-
filed wealth creators and the three wealth destroy-
ers. The creators all have “a prosperity design” or 
ways in which they intended to create uncommon 
success. For the wealth destroyers, the plan seemed 
mainly to be, “Let’s buy another company.”

 
Three Wealth Creators…

Steve Jobs
Apple
Rank: 5	

Apple’s iconic CEO Steve Jobs ranks in the top 10 
posthumously—and for good reason. During our test 
period and despite a “dependence-on-Steve-Jobs” risk 
adjustment in our scoring methodology, Apple still 
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performance

blew the doors off in terms of wealth creation. There is 
a lot to admire—in the main, intent and ability. Apple’s 
culture is all about creating “hit records”—blockbuster 
products and services, on purpose. The company has 
a proven ability to create these hits, from perceiving 
nascent/obvious-in-retrospect market needs through 
designing and delivering products and services that 
both match those needs and simply excite. They have 
flair. Apple’s success is built on design: of its offerings, 
of the businesses it is in (the iTunes and app-store eco-
systems) and of the way its people shape and control 
the offerings that get out the door—thus managing 
the brand. There’s little question that Steve Jobs was a 
unique talent. And he applied that talent to creating an 
organizational design that may well be able to replicate 
Apple’s performance to date even now that he’s no lon-
ger at its creative heart, or wooing its fans. —DM

David J. Lesar 
Halliburton
Rank: 7	

This oil-field services company is dead serious 
about expanding and enhancing their capabilities and 
the breadth of situations in which they can help their 
customers make more money. From there, it’s a matter 
of figuring out how to do that.

They have developed integrated-solution 
approaches, combining their proprietary work-
flows, software tools and equipment, to maximize the 
amount of oil/gas recovered. A few of these: sophisti-
cated oil/gas-reservoir profiling software; technology 
for drilling horizontally and even breaking into a res-
ervoir from the bottom, where necessary; high-per-
formance drill-bit-steering systems, with integrated 
sensors driving drilling-rig information systems.

Halliburton’s total-solution approach makes it hard 
for competitors to intervene with low-priced, piece-
meal offerings. Moreover, the way that Halliburton has 
worked to enable its customers has created deep, last-
ing relationships.

Together, Halliburton’s unique capabilities and breadth 
of services present a compelling value proposition to cus-
tomers, and an obvious competitive advantage. All because 
Halliburton wanted to create them, and did. —DM

Lothar Maier
Linear Technology
Rank: 9	

Linear focuses on designing and manufacturing 
high-performance, long-lasting analog semiconductor 
chips, like amplifiers, voltage regulators and data con-
verters, some of which are radiation hardened. They 
are used in telecommunications, automotive, indus-
trial, military and aerospace applications.

Linear’s wealth-creation ranking stems from astute 
decisions about where to play in the semiconductor 
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industry and from recognizing the importance of 
retaining its hard-to-come-by design talent. Linear 
will play where its chips comprise only a small part of 
total end-product price and are chosen based on per-
formance, rather than price. Its where-to-play deci-
sions also include assessing whether a chip it spends 
considerable resources to design will evolve rapidly 
(necessitating redesign) or will require state-of-the-art 
(expensive) fabrication lines.

Finally, Linear only competes where it can earn a 
strong return on investment. That said, its tendency 
not to bend on price does at times cause the loss of a 
promising high-volume opportunity, or a relationship 
that can lead to one.   —DM

 
…and Three Destroyers

Donald M. James 
Vulcan Materials Company
Rank: 338	

At least some of Vulcan’s placement in the  
rankings comes from being unlucky. The company 
provides sand, gravel, crushed stone, cement and 
asphalt used in commercial buildings and in road con-
struction. Their construction-industry exposure was 
the major cause of revenue dropping by 30 percent 
over the past three years. As if that precipice  
weren’t steep enough, they overpaid (with borrowed 
money) for a large acquisition at the top of the market 
in 2007, and have been burdened with $530 million in 
interest expense compared with $382 million in  
operating income (the interest expense is not in the  
latter number) between 2008 and 2010.

In 2006, it seemed as though the company had  
the balance-sheet capacity to grow by making a size-
able acquisition. The questions in such situations  
are, “Should we?” Acquiring is one of the highest-risk 
ways to grow. “What if we’re wrong? If our  
world experiences a black-swan event, can we  
survive? What’s the upside—the chances that the 
acquisition will be a big win? How big?” And  
finally, “Is this really in the shareholders’ best  
interest?” —DM

Rupert Murdoch 
News Corp.
Rank: 341	

There may be no better example of a CEO displaying 
a total lack of responsibility to other shareholders than 
Rupert Murdoch. His News Corp.’s governance issues 
are legion: a spineless board, nepotism, and a dual-tier 
stock structure (that, in fairness, is also used by a num-
ber of family-controlled public companies). In a recent 
Fortune interview, the Corporate Library’s founder, 
Nell Minow, was asked why her company had awarded 
News Corp. an F grade in governance for the past six 
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William H. Swanson

W. Brett White

Martin P. Slark

Francis S. Blake

John F. Brock

David S. Haffner

Robert A. Niblock

Daniel R. DiMicco

James D. Taiclet, Jr.

Ronald L. Sargent

Richard J. Meelia

Charles W. Moorman, IV

Lewis Hay, III

Robert J. Stevens

Mark R. Fetting

Robert J. Coury

Richard F. Smith

Jeff M. Fettig

Mark D. Ketchum

Richard D. Fairbank

Glen F. Post, III

Marc Benioff 

Craig S. Donohue

Terry J. Lundgren

Murray D. Martin

Timothy Wadhams

Robert B. Pollock

Robert S. Sands

John H. Pinkerton

Micky Arison

Steven S. Fishman

Glenn K. Murphy
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performance

years. Her reply: “Only because there is no lower grade.”
This lack of responsibility has of late manifested 

itself in wealth-destroying acquisitions (among 
them, Dow Jones, mainly just because Murdoch had 
long wanted to own it), and News Corp’s abject fail-
ure to manage its credibility: “Fox News: the only 
fair and balanced network.” The inability of other 
shareholders to influence the company’s gover-
nance and direction has given rise to the phrase 
“the Murdoch discount.” On June 30, 2011, before 
the “News of the World” scandal came to light, that 
discount, according to Reuters Breakingviews’ cal-
culator, was 21 percent, or $12,352,000,000. The out-
side shareholders’ portion of that, 88 percent, comes 
to $10,869,760,000. If a CEO took almost $11 bil-
lion from them by any other means, what would a 
responsible board do?  —DM

Salvatore Iannuzzi 
Monster Worldwide
Rank: 366	

Monster has positioned itself as a general-focus 
player in Internet recruiting. But many job seekers 
don’t necessarily want a general-focus job board like 
Monster.com. For many, there’s too much chaff to sift 
through. So Monster’s value proposition (a wide range 
of jobs) is not particularly compelling—those with spe-
cialized skills largely focus on similarly specialized 
job boards. And employers seeking people with those 
skills “go where the fish are,” especially when recruit-
ing money isn’t growing on trees.

There’s also an element of bad luck in Monster’s 
results; the tanking of the job market over the past few 
years. But it seems that Monster could have done a bet-
ter job of managing its portfolio of businesses. Rather 
than spending $225 million taking out a competitor, 
HotJobs, thereby gaining $19 million in 2010 revenue 
while operating income decreased another $34 million, 
perhaps they could have done something better with 
it, like acquiring a few niche job sites, or buying into an 
altogether better business. 

After all, the upside potential of running recruiting ads 
and employer searches is inherently limited, both in terms 
of volume and in revenue per transaction.  Monster might 
have found something with better leverage and ability to 
scale had they used a wide-angle lens to look.  —DM

 
How to Move Up in the Rankings

In publishing this list, Chief Executive aims to show 
CEOs both where they stand with respect to their 
peers (awareness being the mother of improvement) 
and to make clear how to go about improving one’s 
standing. Improving will require several actions that 
the company’s CEO, division heads and general man-
agers can take:
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Danaher

Watson Pharmaceuticals

Nicor

Archer Daniels Midland

Berkshire Hathaway

Wisconsin Energy

Zions Bancorp

BB&T

Cabot Oil & Gas

Sealed Air

Roper Industries

Motorola

Supervalu

Northeast Utilities

Quest Diagnostics

Akamai Technologies

EOG Resources

International Paper

Hudson City Bancorp

Wellpoint

Lennar

Progress Energy

XL Capital

Meadwestvaco

NRG Energy

Starwood Hotels & Resorts

Gannett

Interpublic

Noble

Dr. Pepper Snapple Group

Autonation

Loews

Allstate

Fiserv

Tellabs

Citigroup

Time Warner

SCANA Corp

Dentsply International

Anadarko Petroleum

Fedex

Time Warner Cable

Washington Post

Tyco

United States Steel

Kroger

Computer Sciences

American Electric Power

El Paso

Nabors Industries

Consolidated Edison

Jacobs Engineering Group

AK Steel Holding

Adobe Systems

Gregg W. Steinhafel

H. Lawrence Culp, Jr.

Paul M. Bisaro, J.D.

Russ M. Strobel

Patricia A. Woertz

Warren E. Buffett

Gale E. Klappa

Harris H. Simmons

John A. Allison, IV

Dan O. Dinges

William V. Hickey

Brian D. Jellison

Gregory Q. Brown

Jeffrey Noddle

Charles W. Shivery

Surya N. Mohapatra, Ph.D.

Paul Sagan

Mark G. Papa

John V. Faraci

Ronald E. Hermance, Jr.

Angela F. Braly

Stuart A. Miller

William D. Johnson

Michael S. McGavick

John A. Luke, Jr.

David W. Crane

Frits D. van Paasschen

Craig A. Dubow

Michael I. Roth

David W. Williams

Larry D. Young

Michael J. Jackson

James S. Tisch

Thomas J. Wilson, II

Jeffery W. Yabuki

Robert W. Pullen

Vikram S. Pandit

Jeffrey L. Bewkes

William B. Timmerman

Bret W. Wise

James T. Hackett

Frederick W. Smith

Glenn A. Britt

Donald E. Graham

Edward D. Breen

John P. Surma

David B. Dillon

Michael W. Laphen

Michael G. Morris

Douglas L. Foshee

Eugene M. Isenberg

Kevin Burke

Craig L. Martin

James L. Wainscott

Shantanu Narayen
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At the corporate level:
• �Use EM to measure wealth-creation throughout 

the company.
• �Manage your portfolio of businesses from a 

wealth-creation perspective. This includes oppor-
tunity sensing—entering lucrative or fast-growing 
businesses as well as putting businesses making 
sub-par contributions into other hands or shutter-
ing them. Set the contribution hurdle rate to max-
imize economic-value creation.

• �Ensure that the company’s capital structure is 
right. This affects the capital charge and invested 
capital. Equity is more expensive than debt, but 
too much debt can kill a company.

• �Avoid overpaying for acquisitions or buying back 
stock at its peaks.

 At the business unit level:
• �The general managers of businesses need to find 

the best things they can do to boost operating 
results. (See “Leading Your Business to Maximum 
Results,” CE, January/February 2008.)

At all levels:
• �As did the leading Wealth Creators, put together a 

prosperity design for your company. How, exactly, 
will you achieve uncommon success? How will 
you improve: customers’ feelings about your com-
pany and its offerings, your value propositions, 
the promises your brands represent, etc.? How 
you will get all you can out of your assets, include 
your intangible assets? (For more, see, “The Eco-
nomic Stimulus Package Inside Every Busi-
ness” CE Online, January/February 2009, and “Do 
Intangibles Matter?,” CE, July/August 2008.)

• �Finally, manage internal and external risks across 
the company and its aggregate risk-reward pro-
file by taking a big picture look at what could hap-
pen. —DM 

Drew Morris drew.morris@greatnumbers.com is the 
founder and CEO of Great Numbers! The company helps 
executives find the various dimensions of the upside in 
their businesses and mold it into a prosperity design—a 
blueprint for delivering that upside. He has no stake in 
any of the companies mentioned.

Michael Burdi (www.economicmargin.com/moreinfo.
htm) is senior analyst for Applied Finance Group, Ltd 
(AFG), a Chicago-based independent equity research advi-
sory firm specializing in performance and valuation mea-
surement using Economic Margin. Disclaimer: AFG, its 
owners, employees and/or customers may have positions 
in the securities listed in this article. The information pro-
vided is based on material AFG believes to be accurate and 
reliable, however, its accuracy and completeness, and con-
clusions derived there from, are not guaranteed.

Chris Austin, senior portfolio consultant at AFG, 
also contributed to this article.
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Fortune Brands

Owens Illinois

Safeway

Comcast

Cintas

Molson Coors

Sprint Nextel

Vulcan Materials

Waste Management

Dow Chemical

News Corp.

Pinnacle West Capital

Frontier Communications

Xcel Energy

Entergy

Genworth Financial

R.R. Donnelley & Sons

Southwest Airlines

Duke Energy

DaVita

J.C. Penney

J.M. Smucker

Kraft Foods

Chesapeake Energy

Marshall & Ilsley

L-3 Communications

Electronic Arts

Nisource

Stanley Black & Decker

Tenet Healthcare

Nasdaq OMX Group

Micron Technology

PerkinElmer

Dean Foods

Alcoa

Monster

Bruce A. Carbonari

Albert P.L. Stroucken

Steven A. Burd

Brian L. Roberts

Scott D. Farmer

Peter Swinburn

Daniel R. Hesse

Donald M. James

David P. Steiner

Andrew N. Liveris

Rupert Murdoch

William J. Post

Mary Agnes Wilderotter

Richard C. Kelly

J. Wayne Leonard

Michael D. Fraizer

Thomas J. Quinlan, III

Gary C. Kelly

James E. Rogers

Kent J. Thiry

Myron E. Ullman, III

Timothy & Richard Smucker

Irene B. Rosenfeld

Aubrey K. McClendon

Mark F. Furlong

Michael T. Strianese

John S. Riccitiello

Robert C. Skaggs, Jr.

John F. Lundgren

Trevor Fetter

Robert Greifeld

Steven R. Appleton

Robert F. Friel

Gregg L. Engles

Klaus Kleinfeld

Salvatore Iannuzzi
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