
  

 

  

 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

Dear Sage: 
In these tight times, I want to self-fund my company's 
growth. Any quick tips for me? 

Dear Entrepreneur:  
You're in good company. The April 2003 NWEN breakfast 
featured 3 speakers doing just that. 
If you strike it rich with business, remember that it is possible to 
grow too fast. Dave Packard, co-founder of Hewlett-Packard 
Company, created a rule of thumb for his young company: limit 
growth to the product of your profit percentage after taxes and 
your capital turnover, where your capital turnover is the ratio of 
your annual sales to your capital assets. 
For example, let's say you have $1 million in revenue and 
$250,000 in capital assets, and you earn 10% after taxes. Your 
capital turnover is 4.0 (1,000,000 divided by 250,000), and thus 
your maximum sustainable growth rate without outside 
investment is 40%. 
To find out more, check out How Fast Can You Grow? A Strategic 
Systems View of Business Growth 
www.pegasuscom.com/AAR/model4.html. 
Sincerely, 
Bill Harris, Facilitated Systems 
for the Sage 
April 2003  
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The responses to any questions submitted to "Ask the Sage" do not constitute 
professional or legal advice to the inquirer or any one else, and those 
responses are not intended to be relied upon as professional or legal 
advice. In addition, use by the inquirer or any one else of information 
contained in any "Ask the Sage" responses does not create an advisor-client 
or attorney-client relationship between the user and any of the contributors 
or the Northwest Entrepreneur Network. All "Ask the Sage" responses are the 
sole intellectual property of the Northwest Entrepreneur Network and are 
subject to protection under applicable copyright law. 
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