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Question:  Should I factor (sell) my receivables?  I could use the cash, but the cost 
seems too high. 
 
Answer:  This question is hard to answer without more information, so let’s look at an 
example:   
 
Let’s say it costs you $40 to make a product you typically sell for $100.  If you could 
get $100 dollars in 60 days from your customer or $80 dollars in 10 days from selling 
the invoice, which would you prefer? 
 
To compare the 2 options, let’s calculate the amount of Throughput that each option 
would generate in 60 days.  Remember, Throughput = Sales Price – Truly Variable 
Costs. 
 
Option 1:  We wait to collect the accounts receivable in 60 days.  Therefore in 60 
days we generate $100-$40 = $60 in Throughput.   
 
Option 2:  We sell the invoice and receive $80 in 10 days.  Therefore we have 
generated $80-$40= $40 in 10 days.  But we still have 50 days to go, so we invest our 
$40 in more raw materials and sell another product.  For that product we also sell the 
invoice and generate another $40 in Throughput.  We now have 40 days to go, so we 
repeat the process 4 more times.  In 60 days we generate $240 in Throughput.   
 
So the answer is “it depends”.  If you have a use for the money that will generate 
additional Throughput, then you’re on your way to maximizing your cash flow and your 
profitability!  If you have plenty of cash, then it doesn’t really make sense. 
 
Another way to accomplish the same thing is to offer very deep discounts if your 
customers pay very quickly.  However, if you decide later that you don’t want to offer 
this option anymore, then you have to explain that to your customers. 
------------------------------------------------------------------------------------------------------------------------ 

Book Highlight:  Sustained Focused Attention 
I was recently reading Lance Armstrong’s book Every Second Counts.  Towards the 
end of the book he began pondering what makes people successful.  His conclusion:  
“sustained focused attention”.  I mention this because I happen to agree with him.  
And I would go even further and say that it’s also what makes profitable companies 
profitable.  If you focus and leverage your resources you WILL be more profitable.  
If you don’t -- you MAY be profitable.  I prefer the sure thing. 
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What’s Happening? 
 
♦ Welcome to all the new TLMI (Tag and Label Manufacturer’s Institute) 

subscribers!  I enjoyed speaking to your group in San Juan and the location wasn’t 
bad either. 

♦ We have joined forces with Dr. Eli Goldratt.  We have a Viable Vision project that 
we are working on together plus we are hosting his seminar in April. 

------------------------------------------------------------------------------------------------------------------------ 

Calendar 
Speaking April 8 in Phoenix, Group TEC 160  “Maximizing Profitability” 

April 23 in Denver at the Holiday Inn DIA Dr Lisa is hosting Dr. Eli Goldratt, 
author of The Goal.  Register NOW! 

Speaking April 28 in Houston, Group KEY 767 “Maximizing Profitability” 

Speaking May 18 in Denver, Group TEC 398 “Maximizing Profitability” 

Speaking May 19 in Denver, Group TEC 617 “Maximizing Profitability” 

Speaking June 30 in Cleveland, Group Key 704 “Maximizing Profitability” 

Speaking July 13, 2004 in Louisville, KY, Group TEC 394 “Maximizing Profitability” 

Speaking July 14, 2004 in Louisville, KY, Group TEC 991 “Maximizing Profitability” 

Anybody what to hear something else?   

------------------------------------------------------------------------------------------------ 

Register NOW for Dr Goldratt’s Viable Vision 
Seminar! 

What’s a Viable Vision?   
The “Vision” is achieving a profit level equal to your current sales level within 4 years.  
The “Viable” is the specific strategies and tactics to make it happen. 
 
Seeing and hearing Dr. Eli Goldratt in person is an incredible treat.  Goldratt has 
a reputation for entertaining his audiences, provoking them, making them laugh and 
making them think. There are just a few days left to ensure your spot at his 
Viable Vision seminar in Denver, Colorado on April 23rd.  
 
"When we were presented with the idea of a viable vision we were intrigued, however, 
we were skeptical that someone could come up with something that we hadn't thought 
about ourselves. After meeting with Mr. Goldratt we had to agree that his viable 
vision for our company could be real. We decided that we will continue working with 
the Goldratt organization."  
Bruce Norlie, Owner and President, Norfield Industries, Chico, CA 
"My honest impression is that we are about to embark on a journey to transform our 
company into a profitable growth machine, like those described in 'The Goal' and 
'It's Not Luck'. After having met Eli Goldratt during our initial interview, his 
confidence in our ultimate transformation is contagious, and I can hardly wait to begin 
the journey. And you can tell 'em that I said so..."  
Christopher Dorn, VP Sales and Marketing, Brush Wellman, Electrofusion Products 

 


