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Understand the 
difference 
between Cost 
Accounting and 
Throughput 

Accounting in 3 
hours! 

{This series was co-written with Brad Stillahn.}  
  

 
What is the effect on the monthly Profit and Loss 
statement from this?  
 
Because cost accounting (and GAAP) requires that 
inventory absorb allocated costs, the effect is that 
all of the cost allocations from prior months that are 
attached to the inventory will be recognized in the 
month of the inventory reduction, causing a 
significant "loss" from this change in inventory.  
 
If your management is aware of this, it may block 
the implementation of DBR in order to avoid the 
perceived negative impact. If no one blocks the 
implementation of DBR, the result will be 
recognized when the P&L is compiled. At that time, 
management will be "surprised". So will be the 
bank and any other outside entity that has interest 
in your company's financials.  
 
Efficiency measurements typically evaluate the 
effectiveness of labor and equipment utilization. 
The goal is to strive for as high of efficiency as 
possible for all resources. However, DBR strives to 
have high utilization on only one resource: the 
system's constraint. As a result, all other labor and 
equipment resources will have lower efficiencies. 
Again, if management perceives this as a negative 
outcome, it may block the implementation. Or, if 
DBR is implemented, when the efficiency reports 
are generated, management will be "surprised" by 
the lower efficiencies on most resources. So will 
anyone else that has interest in your company's 
efficiencies.  
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...to be continued. 

 

 
Upcoming Events == Increase YOUR Sales & Profits THIS YEAR! 

  NEW -- Seattle Group Mafia Offer Boot Camp. October 20 (all 
day), October 21 (pm), October 22 (pm), and October 23 (pm). If 
you're interested please contact me by email.  This is an 
opportunity for a couple Seattle based companies to attend a boot 
camp and save the travel expenses to attend in Denver.     
  
NEXT Group Mafia Offer Boot Camp:  November 10, 11, 12 2008 in 
Denver.  More information at www.MafiaOffers.com.   
  
Are you a Vistage/TEC member who would like your team to 
hear my speech?  Here it is:  NEXT Maximizing Profitability Event 
(no charge):  December 1, 2008 in Denver from 1:00 to 5:00 pm at 
the Science of Business Training Center.  More information at 
www.Viable-Vision.com  
  
LAST Boot Camp of the year:  December 2, 3, 4 2008 in Denver.  
More information at www.MafiaOffers.com.   
  
PRIVATE and On-line Mafia Offer Boot Camps are also available.  
On-line boot camps are done at YOUR time schedule and 
PRIVATEs are scheduled at a mutally agreed time.    

 

 

Back issues can be found at:   
http://www.scienceofbusiness.com/free-stuff/free-

newsletter.aspx 

  
Here's to maximizing YOUR profits! 
 
"Dr Lisa" Lang 
 
(c)Copyright 2008, Dr Lisa, Inc. All rights reserved. 
  

phone: 303-909-3343  
web:  www.ScienceofBusiness.com  
email:  DrLisa@ScienceofBusiness.com  
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list! 

 

  

 
 

Forward email 

 
This email was sent to dr_lisa2002@yahoo.com by drlisa@scienceofbusiness.com. 
Update Profile/Email Address | Instant removal with SafeUnsubscribe™ | Privacy Policy. 

Email Marketing by 

 
Dr Lisa, Inc | 3845 Forest St | Denver | CO | 80401 

 


