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 Theory of Constraints - Ask Dr Lisa Newsletter
We are continuing our series based on The Goal by Eliyahu M Goldratt and the 
Theory of Constraints. {This series was co-written with Brad Stillahn.} 
 
Dr. Goldratt proposed that there are just two categories of things that can go 
wrong. One he calls unreliability and the other ineffectiveness. These two things 
account for everything, and have no overlap.  
 

Unreliability is not doing things that need to be done. Ineffectiveness is doing things 
that did not need to be done, but were nevertheless. Stop and think about it, and 
you'll realize that ineffectiveness is the major cause of unreliability. 
 

Unreliability is not meeting promises. It is often currently verbalized and measured 
as "due date performance". In TOC, in order to measure the duration of lateness as 
well as the dollar magnitude, we multiply the days an order is late by dollar value of 
an order (and sum for all orders) to get total "Sales Dollar Days". A lower number is 
better, with the objective of achieving and maintaining zero sales dollar days every 
day.  
 

Ineffectiveness is doing things too early, or that didn't need to be done. In physical 
terms, it is work-in-process, or inventory. In TOC, in order to measure the duration 
of time inventory has accumulated as well as the dollar magnitude, we multiply the 
days inventory of a part has existed times the dollar value for each part (and sum 
for all parts) to get total "Inventory Dollar Days". Again, a lower number is better, 
but zero is not attainable, so the objective is to continuously improve. 
 

Many of the current measurements used in organizations have the intent of 
controlling costs. In previous articles, we've proposed Throughput Accounting as 
the preferred alternative to Cost Accounting.  
 

...to be continued. 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~  
I just posted a NEW interview by Paul Diamond of Vistage International.  Paul 
asked me about Mafia Offers.   
  
You can watch the video or just listen to the audio here: 
  
http://www.scienceofbusiness.com/free-stuff/free-videos-audios.aspx You will need 
to register on the site or if you have already registered, just log in to listen to this 
interview.   
  
You can also find the interview on ITunes -- just subscribe to the Theory of 
Constraints channel.   
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~    
Next Maximizing Profitability Events: 
  
February 3, 2009 from 1 pm to 5 pm  
  
We now have 2 viewing options: 
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� On-site in Denver (FREE for Execs and Vistage/TEC members)  
� Live streaming video -- watch from your desk 

More information at http://theoryofconstraints.eventbrite.com/  

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~  

Back issues can be found at:   

http://www.scienceofbusiness.com/free-stuff/free-newsletter.aspx 

  

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

 Here's to maximizing YOUR profits! 

 

"Dr Lisa" Lang 
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