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What is the holding back the full
potential of systemic entrepreneurship to drive
sustainable growth in today's complex world?
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1.Systems and constraints.
2.Management of Physical Constraints.

3.Management of Policy Constraints.



Theory Of Constraints (TOC) Definition

The Theory of Constraints is a process of continuous
improvement that identifies the system's constraint and
focuses efforts on maximizing the performance of that

constraint to improve the entire system's output or goal
achievement.



Goal: Lower the
Ball yet keep it

attached.

A management System — one constraint....

A

There is a cost of 10.000 euros for a wrong decision.
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Production
Sales
Marketing
Development
Engineering

Extracted for Dr Holt’s class EM526 at WSU.



Goal: Lower the
Ball yet keep it

attached.

A management System — two constraints....

There is a cost of 10.000 euros for a wrong decision.
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Non-Linear Equations...

* Goal: Lower the Ball yet
keep it attached.

Minimize: Y

subject to:
(X-1)22+(Y-8)"2<=24
(X-3)22+(Y-8)*2<=14
(X-5)"2+(Y-8)"2<=2
(X-7)22+(Y-8)*2<=22
(X-9)22+(Y-8)*2<=26




Goal: Lower the
Ball yet keep it

attached.

A management System — two constraints....

There is a cost of 10.000 euros for a wrong decision.
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Production
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Engineering



Our Reality...

Information
Data

Beliefs
Attitudes




Our Reality — where is the ball?

-




Alternative views...




The two main functions of a company

Operations Management = Commercial Management

Meet Create

Demand § Demand

ENABLERS



The main two functions of acompany

Two Types of Constraints
1. Physical Constraints
2. Policy Constraints

Meet Demand

— Restaurant

Meet Create

Demand § Demand

Create Demand

- ENABLERS

Cooking at
kitchen

Completion

Serve to
customer

Model Design

P oo

Assessment

Value Proposition

Concept Concept
Design Evaluation

Business Model

Business
Assessment

Gates Project Mystery
Management Analysis

Extracted from TOC for business Innovation
Goldratt’s house/consulting work.



Physical Constraints
(The five focusing steps & DBR)



A healthcare setting...

Larger process or system

Sad and in pain
Happy and healthy

: Pre-Operative Surgical Post-Operative Care *,_
7 |:> Admission |:> Procedure |:> and Discharge %
= - -

1.Check-In

2.Triage 5. Operating Room (Surgery) 7. Patient Room (Inpatient Ward).
Ay 6. Recovery Room 8. Rehabilitation
3.Waiting Room . . 2
(Post-Anesthesia Care Unit) 9. Discharge and Follow-Up

4.Consultation



Process Of Ongoing Improvement (POOGI)
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Process Of Ongoing Improvement (POOGI)
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Decision Making Mechanism 5 Focusing Steps

* |dentify the System and it’s purpose
» Establish System’s measurements

(1. |dentify the System'’s \‘
eonstramt )
. . a4
(2. Decide how to exploit the - > b
Gystem’s constraint(s) )

5. If in the previous
steps, the constraint
was eliminated, go
back to step one. Do
not let inertia become
system’s constraint.

(3. Subordinate everything else\
\to the above decision )

Gf. Elevate the system R

\constramt(s)

J \. )




Drum Buffer Rope
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Drum Buffer Rope

_ Drum _
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Bottleneck
Non-Bottlenecks Resource Non-Bottlenecks

Protection |




Drum Buffer Rope

_ Drum _
"y, o

-, >

Bottleneck
Non-Bottlenecks Resource Non-Bottlenecks

Defines when to release

work into the system

(prevents from excess WIP and its
associated costs)

Protect the bottleneck



Sum of Duration

Description Y
Idle Time Distribution of all ORs BEFORE the intervention mmm (dle Time - Afternoon

Befo re D B R . (dle Time - Between Surgeries sg gg

m |dle Time - Morning
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- Idle Time - Mornin, m r h n ° .
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After DBR
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Policy Constraints
(The Evaporating Cloud)
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Evaporating Cloud

Source: Bill Dettmer LTP Course



onditional Thinking




e Goal Tree (GT)




ecessary Conditions and Actions

Conditions Necessary
for Achieving Objectives

PREREQUISITES

OBIJECTIVE

=)
P4 ~ 3

s
-~

Prerequisites satisfy Requirements
Requirements are Necessary to Achieve Objectives



Evaporating Cloud development...

[ Increase
]
N ki ) sales
T revenue
\\
A profitable
company
P I \ )
/’ | \
" T T :
]
'l R4 I Control
~____" : costs
. [
o ’ i R2
I R3 I

Conditions Necessary [
for Achieving Objectives



Evaporating Cloud development...

Spend more
money(on
advertising)

f
|

P1

PREREQUISITES
- Re _UI;I;I\.;IE—I\;{S\ : - al

¢ Q :' Y (" Increase [

. RS ! sales [

Nem—— revenue |

\ "‘

\ 'll

OBJECTIVE \ A profitable ,!
company ' /
]
: A /
/ I |
S : ! r’

' R4 | : Control
S ! costs
o T
' R3

DON'T spend
more money

P2

Prerequisites satisfy Requirements
Requirements are Necessary to Achieve Objectives



Evaporating Cloud development...

ASSUMPTIONS:
1. Our markets traditionally respond well to advertising campaigns

2. Our superior value proposition allows us to avoid competing via price reductions
3. Spending more money on advertising is the ONLY way to increase sales revenue

P 4. Bigger advertising expenditures ALWAYS produce more sales
5. Bigger advertising expenditures are ALWAYS cost-effective

: ’ (" Increase

| sales

i revenue

A >

A

R1 ) P1

\

Spend more
money (on
advertising)

Increase
sales
revenue

Spend more
money (on
advertising)

A profitable
company

A profitable
company

(Conflict)

DON'T spend
more money

DON'T
Control
spend more
costs
money

R2 / P2

L ’ ASSUMPTIONS: -7
6. Limiting spending is the ONLY way to control costs
7. Not spending more money ALWAYS provides cost control

8. Not spending more money NEVER has a negative effect on revenue generation
9. No other part of the operation is EVER adversely impacted by holding the line

on spending
10. Bigger advertising expenditures are NEVER cost-effective



Injection
What ways are there
to spend more money
without sacrificing
cost control?

Evaporating Cloud development...

3. Spending more money on advertising is the ONLY way to increase sales revenue
4. Bigger advertising expenditures ALWAYS produce more sales
5. Bigger advertising expenditures are ALWAYS cost-effective

ASSUMPTIONS:
1. Our markets traditionally respond well to advertising campaigns

R1 \ P1
Increase
sales
revenue

Spend more
money (on
advertising)

A profitable (Conflict)

company

DON'T
spend more
money

Control
costs

R2 ’ P2

[

6. Limiting spending is the ONLY way to control costs

ASSUMPTIONS: . ]
7. Not spending more money ALWAYS provides cost control

8. Not spending more money NEVER has a negative effect on revenue generation
9. No other part of the operation is EVER adversely impacted by holding the line

on spending

10. Bigger advertising expenditures are NEVER cost-effective

Injection
What OTHER ways can
we increase sales
revenue besides
advertising?




Evaporating Cloud Template

. ~»"..we must satisfy..."” _.--*"“.wemustDO.."

-
-

P “On the one hand,
Requirement | Prerequisite | we must DO...”

#1 L #1

“In order to satisfy...”

“In order to |
achieve...” !

Objective

_ oy -..we must satisfy..."”

“On the other hand,
Requirement Prerequisite | we must DO...”

#2 : #2
B “We can't do both.”

-
-

“In order to satisfy...” " T = “_we mustDO..."
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