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Understand the 
difference 
between Cost 
Accounting and 
Throughput 

Accounting in 3 
hours! 

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

Conventional cost accounting assumes that 
incremental and isolated cost improvements are 
productive and in support of an organization's 
goals, and that global improvement equals the sum 
of local improvements. 
 
Since a conventional cost accounting system relies 
on transaction data-each transaction is a separate 
event-it is incapable of a holistic or systems 
thinking perspective except when closing the 
books. In addition, conventional cost accounting is 
not capable of giving good information because it 
assumes that all the company's resources are 
equally important.  
  
So, how would cost accounting block you from 
implementing the Drum-Buffer-Rope scheduling 
methodology? In at least two ways:  
because of the way inventory is valued, and 
because of the impact on efficiency measurements. 
Remember from the discussion of Drum-Buffer-
Rope last month that we expected a reduction in 
Work-in-Process inventory to about half of its initial 
level. What is the effect on the monthly Profit and 
Loss statement from this?  
 
...to be continued. 

 

 
NEW -- Group Boot Camp in Seattle in October! 

  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.  
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This is an opportunity for a couple Seattle based companies to 
attend a boot camp and save the travel expenses to attend in 
Denver.    

Upcoming Events -- limited space -- register today! 

 Are you a Vistage/TEC member who would like your team to 
hear my speech?  Here it is:   
NEXT Maximizing Profitability Event (no charge):  September 
23, 2008 in Denver from 1:00 to 5:00 pm at the Science of 
Business Training Center.  More information at www.Viable-
Vision.com 
  
Can't attend? -- buy the detailed workbook and 3 hour audio CD for 
$99.99 with free shipping! 

 

 

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. 
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