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Introduction
TOCICO Business Strategy Certification Scope

TOCICO Business Strategy

PLANNING

- Data Gathering

* Analysis

« Strategy & Tactic Tree Development

* Getting Buy-in / Contribution & Commitment

EXECUTION

* Preparation & Planning
* Implementation 47

* Monitoring
 Corrective Actions @ @

(in either execution or planning)
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Introduction
TOCICO Business Strategy Certification Criteria

TOCICO Business Strategy

PLANNING (Strategy Developer Level)

« Submission of Data Report & Strategy & Tactic Tree (or
Equivalent) for peer review (TOCICO to provide
standard Templates)

 Letter of Reference from CEO / MD / Owner based on
quality of analysis, ability to communicate & get buy-in

EXECUTION (Strategy Implementer Level)

« Submission of Case Study which should include:

* TOC Analysis
* High Level Plan of which TOC Solutions should be implemented

* Results & Why
* Peer Reference (from TOCICO certified member)

« Customer / Company Reference from CEO / MD /

© 2004 TOCICO. All rights reserved.



Is there a difference between
Scientist and Strategist...

TOCICO Business Strategy

“Finally, and most importantly, | wanted to show that we can
all be outstanding scientists. The secret of being a good
scientist, | believe, lies not in our brain power. We have
enough. We simply need to look at reality and think logically
and precisely about what we see.

The key ingredient is to have the courage to face
inconsistencies between what we see and deduce and the
way things are done. This challenging of basic assumptions
is essential to breakthroughs.

Progress in understanding requires that we challenge basic
assumptions about how the world is and why it is that way. If
we can better understand our world and the principals that
qovern it, | suspect all our lives will be better.”

Dr. Eli Goldratt, THE GOAL, 1984
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Some common Inconsistencies that

Business Strategy needs to address

1. For most Businesses:
« Why do Net Profit as % of Sales, not grow over
time?

2. For Make-to-Order manufacturer’s & projects co’s :
« Why do some business have both (very) LONG
LEAD TIMES and POOR RELIABILITY?

3. For Make-to-Stock manufacturer’s & distributors:
« Why do some have both SHORTAGES and
SURPLUSES?

Etc.
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Introduction

Relevant TOC
BoK
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Section A
TOC BoK Evolution towards Business Strategy application

TOCICO Business Strategy

TOC Business Strategy
- Viable Vision

TOC & Technology
— Necessary but not Sufficient

The TOC Holistic Approach

N

TOC Evolution over last 25 years

— 8 Video Sessions
Project Management
— Critical Chain
Distribution, Marketing, Management Skills
— It’s Not Luck
The Thinking Processes
— Jonah Program
Production, Throughput Accounting
_ — OPT, The Goal, The Race, The Haystack Syndrome

1975 1985 1990 1995 2000 2005

10
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Section A
TOC Body of Knowledge Today

Theory of Constraints provides a set of Holistic processes and

rules, all based on a Systems approach, that exploits the inherent simplicity
within complex systems through FOCUSING on the FEW physical & logical
“LEVERAGE POINT(S)” as a way to SYNCHRONIZE the parts to achieve
ongoing & step change improvement in the performance of the system as a
whole...

THEORY OF CONSTRAINTS

After more than 25 years of Development and Evolution...

¢ | ! }

Part 1 Part 2 Part 3 Part 4 Part 5
5 Focusing Thinking Throughput TOC Generic 6 N&S questions
Steps Processes Accounting Solutions on Technology

1. Identify the System’s 1. UDE Evaporating Cloud (EC) 1. Throughput (T): The rate at which 1. Operation — Drum-Buffer-Rope 1. What is the power of the

Constraint . the system generates money through technology?
: 2. Current Reality Tree (CRT) Sales (SR -VC) 2. Finance — Throughput Acct.

2. Decide how to Exploit the 3. Core Conflict Cloud (CCC ) ) K . . 2. What limitation does it diminish?
Constraint - Core Conflict Cloud ( ) 2. Investment (I): The money tied up in 3. Projects — Critical Chain 3. What old rules helped

3. Subordinate everything to the 4.F “t“r? Reality Tree (F RT). the orga.mzatlon 4. Logistics — Pull Replenishment accommodate the limitation?
above decisions 5. Pf\?]%i{twe Branch Reservations 3. gglelzatmg Expenses (OE): All the 5. Marketing — “Mafia” offers 4. What are the new rules that should

. ( ) 'y spent by the system to convert . _

4. Elevate the System Constraint 6P ite T PRT investment into throughput 6. Sales — “Buy-in” Process be used now?

5. Ifin the previous steps a - Pre-requisite Tree ( ) 4. Net Profit (NP) =T OE 7. People — “Empowerment” 5. In light of the change in rules,
constraint has been broken, Go 7. Transition Tree (TrT) . « " what changes are required to the
back to step 1. 8. Strategy & Tactics (S&T) 5. Return on Investment (ROI)=NP/I 8. Strategy — “1+4x4 process technology?

6. How to cause the change (the new
win/win business model)?

11
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What TOC knowledge is needed?

TOCICO Business Strategy

1. TOC Holistic / Systems Approach (Viable Vision
Analysis Questions)

2. 5 Focusing Steps & 6 NbnS Questions
3. “Securing the Future FRT”

4. TOC Thinking Processes (Specifically S&T, Cloud,
NBR and PRT)

5. Good working knowledge of ALL the TOC
Applications (DBR, CCPM, TA, Distribution, Sales &
Marketing etc) specifically those issues with strategic
impact

6. % Improvement GAP within EXPLOIT

Example: V-Plant: 15-25%, A-Plant: 40-50%, T-Plant: 50-70%, I-Plant: 5-
15%

12




Summary of TOC Analysis & Solution for
Managing Operations

TOCICO Business Strategy

1. Why Change?

GAPS: Throughput lower than Available Capacity, Due
Date is poor, Lead Times Long, High Variation in
Throughput, Lead Time and Quality etc.

UDES: Sometimes Material & Resources not
available, Long Set-ups, Priorities change, Forecast
not accurate, High expediting & overtime costs etc.

2. What to Change? 5. How to create POOGI?
Conflict: Use Efficiencies vs Don't use Efficiencies Use buffer management statistics
Assumption: “An idle resource is a major waste” on causes of “Red Zone”
Old Policy: Plan & Execute in ways to ensure all penetration to focus Process

resources are utilized to maximum efficiency Im proveme nts

3. What to Change to? 4. How to cause the change?
Insight: All non-bottleneck resources must a) Identify the Bottleneck

be idle from time-to-time to utilize b) Define the DRUM

Bottleneck 100% (don't balance lmmp| ©) Size the (Time) BUFFERS (1/2 of current LT)

capacity, balance flow) d) Tie the ROPE (to choke Raw Material Release)
New Policy: Drum Buffer Rope (Choke e) Implement “Road-runner Ethic” & Quality 15t time

release based on Drum schedule with f)  Implement Buffer Management to determine day-

Buffer Time) + Buffer Management to-day priorities & capture red zone reasons

13
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Summary of TOC Analysis & Solution for
Managing Finance & Measurements

TOCICO Business Strategy

1. Why Change?

GAPS: Long time to make decisions, Few
Investments deliver expected benefits, Some
products not “profitable” etc

UDES: Take long to get data, Data Inaccurate, Poor
discipline to keep system updated, Priorities
change frequently,

2. What to Change? 5. How to create POOGI?

Conflict: Judge on Local Impact vs Judge on Global impact
Step 5 of 5FS

Assumption: Local impact = Global Impact

Buffer Management on AR, AP

Old Policy: Profit Centers, Product Profitability, Budget

Adherence efc.

3. What to Change to? 4. How to cause the change?
Use 5FS and AT, | and OE for:
Insight: Local impact # Global Impact « Judging System as a whole (value | at RM only)
| . Judging Investment
New Process: TOC’s 5 Focusing Steps + « Judging make/buy
always checking impact of local actions/decisions * Judging Product / Customer (T/cu)
on T, | and OE * Judging Sub-system
14
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Summary of TOC Analysis & Solution for
Managing Projects

TOCICO Business Strategy

1. Why Change?

GAPS: Projects have Poor DDP, Long LT, Over
Budget, Low Project Throughput

UDE'’s: Priorities continuously change,
Resources not always available, Some Tasks
take longer than planned, High Rework

2. What to Change? 5. How to create POOGI?
Conflict: Compensate for early mis-estimations vs Don’t compensate Use buffer ma nagement statistics
Assumptions: on causes of “Red Zone”
(SP) — Safety is not sufficient (at task level) penetration to focus Process
(MP) — The sooner we start a project the sooner we finish Improvements
Old Policy: Add safety to improve DDP, Start ASAP , Multi-task etc _

\ al

3. What to Change to? 4. How to cause the change?
Insight: a) Rebuild each project PERT according to
(SP) Not important to protect task, but to protect protected critical chain

project , . [=P>-1p) Stagger the projects according to a chosen
(MP) The later we start, the earlllerlwle finish Drum
New A‘Z‘;{;gg;,%f;ﬁa’ Chain + Pipelining + Buffer c) Put the execution mechanism to enable

buffer management & correct prioritization.

15
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Summary of TOC Analysis & Solution for
Managing Distribution/Supply Chains

TOCICO Business Strategy

1. Why Change?

GAPS: Poor DDP, High Surpluses &
Shortages, Long LT, Low Inventory Turns &
High Costs

UDE'’s: Priorities change, Forecast inaccurate,
Unreliable Supply, Too many SKU'’s, Too
many emergencies etc.

1. What to Change? 4. How to create POOGI?

Conflict: Hold less inventory vs Hold more inventory Use buffer manaaement statistics
Assumptions: Long Replenishment time, Inaccurate g

Forecasts and Unreliable suppliers are all out of our on CaU_SeS of “Red Zone”
control penetration to focus Process
Old Policy: Make-to-Order and PUSH based on Forecast Im proveme nts
2. What to Change to? 3. How to cause the change?

Insight: Increasing order frequency will reduce Repl a)  Establish the plant (Central) warehouse
Time, improve Forecast and improve Supplier b)  For each product establish the inventory target according
Reliability AND Adding Plant Warehouse gives to the formula
benefit of aggregation =1 ) Move to ‘Order daily — Replenish periodically’

New Policy: PULL Replenishment from Plant & d)  Monitor the inventory targets according to the zones
Regional Warehouses based on actual e) Resize buffer target levels based on Red zone penetration
consumption + Buffer Management (to decide f)  Re-examine policies of make to stock — make to order
when to expedite and when to change buffers) g) Educate sub-systems to monitor execution using T$D

16
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Summary of TOC Analysis & Solution for
Managing Marketing

TOCICO Business Strategy

1. Why Change?

GAPS: Not achieving revenue growth
targets.

UDES: Losing Market Share, Pressure to
discount price and or introduce more new
products,

2. What to Change? 5. How to create POOGI?

Conflict: Act upon client perception of value vs Act

upon supplier perception of value (PoV) Contin uously monito ring and
Assumptions: Customer perception of value can not

be raised without product changes + There is upgrading the offer
one fair price
Old Policy: Growth through new products + Price =

Cost + Fair Margin /
2. What to Change to? 3. How to cause the change?

a) Do the cause & effect market analysis (starting
with customer UDE’s & constraints)

mmd| D) Identify required changes in your policies, and

prepare the new market offer

Scrutinize the offer internally & Go to the
market

Insight: Customer PoV can be raised without
product changes & there isn’t one fair price

New Policy: Marketing the TOC way Unrefusable
Offer + Market Segmentation and pricing on PoV c)

17
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Summary of TOC Analysis & Solution for
Managing Sales

TOCICO Business Strategy

1. Why Change?

GAPS: Long sales cycles, low “hit-rate”,
not meeting sales volume / price targets
UDES: Start Sales process by showing the
Product & Service Offering

2. What to Change? 5. How to create POOGI?
Conflict: Show your product (present) early vs Don’t
Assum oW your product early (dont present)  sib; Buffer Management (analyzing
ssumption:. Introqucing tne oirer as earily as possioie H
increases the probability of closing a deal eac? fal I elg sal{est attemp t tan d.
Old Policy: Start Sales process by showing the Product appiying Fareto 1o correct major
& Service Offering causes)
3. What to Change to? 4. How to cause the change?
Insight: Start with validation of the a) Prepare the sales process in line with the
customer’s problems fp buy-in process and the marketing offer
New Policy: Sales the TOC way (using b) Train the sales force
the buy-in process to overcome each c) Deliver the offer
layer of resistance)

18
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Summary of TOC Analysis & Solution for

Managing People
1. Why Change?

GAPS: Poor Human & Departmental Relations, High
Staff-turnover, Silo Mentality

UDES: Day-to-Day and Chronic conflicts between
people and functions, disrespect, fire-fighting, Finger-
pointing, teams not achieving targets

- 2. What to Change? 5. How to create POOGI?
Conflict: Empower (e.g. allow breaking of rules) vs Not Use the “Fires” and Subordination
Empower . X .
Assumption: The key to managing people is command and imcgfg@g;r?e’[gta"cﬁ%%\é% Ca?irg];trl1rrl1lnjgrletsof
control
Old Policy: To get results, set-up internal competition and rules and behaviours with what is
encourage dealing with issues in a “fire-fighting” good for the system as whole
mode of operation ‘ /
3. What to Change to? 4. How to cause the change?

Ins:ght: Theﬁ key to managing p eop le is respect. Provide employees with the TOC TP tools to:
Ignoring conflicts , ignoring people’s good ideas, not

aligning responsibility with authority and not enabling [l 1. Eff ect/: vely deal W’: th day-today and c{vron ic conflicts,
achievement is a rude form of disrespect 2. Effectively deal with half-baked solutions

New Policy: The way to gain respect is to give 3. Alignment responsibility with authority
respect...but giving respect requires work 4. Setting and achieving ambitious targets

19
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Summary of TOC Analysis & Solution for
Strategy

TOCICO Business Strategy

1. Why Change?

GAPS: Not achieving financial growth, not
providing secure & satisfying work
environment and or not satisfying market
UDES: No real competitive edge, Most
improvement initiatives turned into lip-service,
Pressure to downsize, outsource etc

2. What to Change? 5. How to create POOGI?

Conflict: Lay-off vs Do not lay-off People . Put in place a Culture and Process of
Assumption: There is an external limit to increasing Ongoing Improvement throughout the

throughput (that is out of our control) A . . .
Old Po_licy: Most relia_ble way to achieve _ongoing :r:gﬁgga;:]o dn (E? dcgsr}ltgtgjlggjzl))(/plﬁ)?tnr?;%v
improvements is to focus on reducing costs improvement opportunities

\ i

3. What to Change to? 4. How to cause the change?

. ) . |Phase 1: Introduce changes in mode of operations that
Insight: Companies that have created a competitive substantially increase the market perception of
edge can achieve exponential growth in Sales and — value
Profitability |Phase 2: Use the existing different needs of the customers to

o . VT induce market segmentations and enter into
NeW.ROI’cy j FOCU.S . on building, capitalizing and markets where probability of simultaneous
sustaining a competitive edge + Segment the market, downturns are low

not the resources

20
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TOC Business Strategy
Planning & Execution Process

Setting a new (very ambitious) Goal

Data Gathering

Analysis & Development of S&T

S&T Validation meeting with Executives

S&T Validation meeting with Senior Managers

Implementation Planning & committment

Preparation for Implementation

Start of Implementation

© © N a0 A~ WO D=

Continuous monitoring and review

~10. Evaluate Results

© 2004 TOCICO. All rights reserved.



Section A

TOC
Business Strategy
Analysis & Planning
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TOC Business Strategy
Levels of Complexity

TOCICO Business Strategy

Level Description of Criteria
Viable Vision Levels

| Logistical It's obvious that the problem is not external AND in the foreseeable future
applications will the constraint will not be external
solve the problem Typical indicators of such cases are companies with: patents, control over scarce raw

material and or a powerful brand that enables control over large markets

i Logistical & Mafia The constraint is in the market or after standard improvements will move
Offer applications | to the market. A decisive Mafia Offer is based on a meaningful
will solve the improvement in logistics and/or one of the standard models; AND

problem there is no decisive threat in the foreseeable future; AND

implementing the Mafia Offer will require cooperation with only one link
(up or down the supply chain).

Il | Deep The implementation of the Mafia Offer will require the co-operation of
understanding of more than one link of the supply chain; OR
the industry There is no single, decisive Mafia Offer - there is a need to integrate a
required collection of Mafia Offers; OR

There is a decisive threat in the seeable future

IV | Unknown solution The constraint is in the market AND there is no apparent Mafia offer; OR

required There is a decisive threat in the near future AND no apparent answer

23
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TOC Business Strategy
Types of Strategies

TOCICO Business Strategy

Within each of the VV levels of Complexity, we can identify two different types of Viable
Visions, based on the required contribution of the various TOC Applications:

Business Strategy - Type 1 Business Strategy - Type 2
Creating Win/Win through improved Logistics Creating Win/win through reducing risk
Sales can only make new offer once required Sales can already make the offer. But we
Logistical performance have been achieved. l,e. need TOC logistical applications to ensure
the Logistical TOC Applications are necessary Supply Chain can reliably deliver the
conditions for the offer. expected increase in demand from new offers
VVl1i VV2

Marketil’lg Sales A

/’T\ Marketing Sales DBR CCPM Dist

DBR Dist CCPM

Note
We need to understand these two logical explanations because they determine how the
implementation must occur

24
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Section A
TOC Business Strategy Data Gathering&Analysis

TOCICO Business Strategy

1. How much do sales have to increase to reach the VV
target?

2. Is the existing Market(s) large enough to achieve the
required Sales Revenue?

3. How can this increase in Sales be accomplished (what
competitive adv will enable Co. to increase Sales Price
and or Volume)?

4. How much additional Operating Expenses and Investment
will be req’d to support this level of sales?

5. Can the company support the necessary change required
to achieve and maintain the growth targets?

Given answers to the above five questions, we can
determine if a company is a good VV candidate — and
(Yo) shguld you’

ooooooooooooooooooooooooooo




Section A
TOC Business Strategy Data Gathering&Analysis

Q1: How much do sales have to increase to reach the VV target?

COMPANY XYZ VIABLE VISION 4 YEAR GROWTH MODEL

[$ Million] Current Year 1 Year 2 Year 3 Year 4 VV A%
Growth 100%  250%  450% :  700%:
Sales Revenue $100.00 $200.00 $350.00 S$550.00 $800.00 700%

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

VC % 0%

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

Totally Variable Cost $80.00

80% 80% 80% 0%
$440.00  $640.00 700%

Throughput $20.00 $40.00 . 110.00  $160.00 700%
Operating Expenses $15.00 $20.00 $35.00 $60.00 300%
NPBIT $5.00 $20.00 $35.00 $60.00 $100.00 1900%
PE 5 8

Co. Value $25 $800  3100%
Value Created $775

Variable Cost as a % of Sales 1263 the key parameter to answer Q1

© 2004 TOCICO. All rights reserved.



Section A
TOC Business Strategy Data Gathering&Analysis

Q1: How much do sales have to increase to reach the VV target?

COMPANY XYZ VIABLE VISION 4 YEAR GROWTH MODEL

[$ Million] Current Year 1 Year 2 Year 3 Year 4 VV A%
Growth 5% sw 7 i
Sales Revenue $100.00,.5125.00 $150.00 $175.00 $225.00 125%
vC % e I
Totally Variable Cost $20.00 $45.00 125%
Throughput $80.00 $180.00 125%
Operating Expenses $75.00 : $80.00 7%
NPBIT $5.00 $45.00 $65.00 $80.00 $100.00 1900%
PE 5 8
Co. Value $25 $800  3100%
Value Created $775

Variable Cost as a % of Sales is the key parameter to answer Q1

© 2004 TOCICO. All rights rved.




Section A
TOC Business Strategy Data Gathering&Analysis

Q1: How much do sales have to increase to reach the VV target?

VIABLE VISION 4 YEAR GROWTH ESTIMATE
2005/06 | © Change | % Change | o, 614
in Qty in Price
Sales $100.00| 125% 0% $225.00
VC % 20% 20%
Var Cost $20.00| 125% 0% $45.00
Throughput $80.00 125% $180.00
Operating Expenses $75.00 7% $80.00
Net Profit (BIT) $5.00 1900% $100.00
5% 44%
Tons pa 500,000 1,125,000
ATnvestment
PE 4 6
VALUE [Millions] $20 $600

Price vs. Volume as Leverage Points to increase Profits

28
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Section A
TOC Business Strategy Data Gathering&Analysis

TOCICO Business Strategy

Market Exploitation Market Elevation

) a°)
Q2: Is the eXIStlng g ELEVATE DIVERSIFY §_
Market(s) large T 8
enough? a | (Solution Based) m
2 o 3
0 . 3
< i V4 =
. L I 7 v
Q3.How can this 0 EXPLOIT =ef| = = = w=p | &
Increase in S Lower Risk / Total Cost a
- igher Avail /Lower Inventor m
Sales be 5 % waiwr | ELEVATE |
accomphShed . = Current Market Share = X% =
Exploit before Elevate... 7 PROTECT (Product Based) %’-
X =

(11

Existing Markets New Markets

29
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Q3: How can this increase in Sales be

accomplished?

Identifying Customer’s Significant Need

Market Type Supplier Conflict
Customer Problem
Make-to-Order Long Supply Lead Times, :
1 Manufacturer Poor DDP & Damage | Lead Time Vs t DDP
e - Shortages & Surpluses, Low I
2 Distribution (Buy-to-Sell) Stock-turns and Low Margin 1 Availability vs | Inventory
3 Make-to-Stock (Buy-to-use) | Shortages & Surpluses, High + Availability vs | Inventory
Manufacturer Inventory and Damage
Long Project Lead Time,
4 Projects (e.g. Construction) | Poor DDP, Over Budget and | Meet Budget vs Meet LT & Scope
Under-Scope
. High level of shortages and | increase Availability vs. Reducing
5 Retailer / Wholesaler surpluses combine with low | Inventory (higher stock tumns) and
stock turns larger Range
6 Equipment / Technology Poor or Uncertain ROI. High | Reduce Price/Risk vs Reduce
Provider Risk of Technology Benefits or Offer Payments
. . High Price of Spares, Long , ,
7 Maintenance & Repalr Lead Times Reduce Price vs Consignment

30
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Q3: How can this increase in Sales be
accomplished?

TOCICO Business Strategy

Opportunities to establish a Competitive Edge

VIABLE VISION

VISION

VIABILITY

N[0 TEMPLATE (Customer WIN) (Supplier Win)
1 Reliable Rapid Guaranteed Std Lead Times & Premium Prices (1x,2x,4x)
Response Offer Rapid Response + Penalties + Relevant TOC Solutions
PR Guaranteed Availability, Higher | Supply Contracts, Higher
2 Distribution Offer Stock Turns & Increased Range Yﬂ:ﬂsair {%@‘g‘;ﬁ;ﬁﬁ:
3 Vendor Management | Guarantee Availability + Lower Exclusivity & Price Premium
Inventory Offer Inventory, less Hassle + Relevant TOC Solutions
4 Project DDP Penalty & | Guaranteed Due Date More Projects + Bonuses
Bonus Offer Performance + Penalties + Relevant TOC Solutions
Retailer/Wholesaler Lower Lost Sales and
5 | Profitable Availability |Affordable Availability by, | roaste
Offer + Relevant TOC Solution
6 Pay-per-Click (Xerox) |Full Benefit (of Technology) with | Higher Volume & or Prices
Offer Lower Risk (pay-as-u-use) + Relevant TOC Solutions
7 Availability Insurance | Cost Effective Availability Exclusivity & Price Premium
Offer Insurance for high value “parts” | + Relevant TOC Solutions

31
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Q4: How much additional Capacity, OE and
Investment is required to satisfy growth

conditions _
1. Is there Capacity Constraint(s)?
2. What can be achieved through better EXPLOIT and then through
focused ELEVATE initiatives
3. How much will OpEx & Investment go up by if T increases by
25%, 50%, 100 and 200%

Phase 1 Phase 2
Exploit Elevate
| |
2007/8 % Change |% Change 201 1. % Change | % Change 2011
inaty | inprice | (EXPLOTY) | oo | inprice | (Elevate)
ZAR ZAR ZAR
Sales R 100 25% 5% R 131 200% 15% R 345
VC % of SR 50% 48% 43%
Var Cost R 50 25% 0% R&3 200% 0% R 150
Thruput R 50 R 69 R 195
Op Exp R 45 9% R 49 111% R 95
NP(BIT) R5 295% R 20 1900% R 100
NP % of SR 5% 15% 29%




Q5: Can the company & its suppliers support the
necessary changes to achieve the desired growth ?

Supplier Capacity?

Cash?
IT Systems?

Management Succession?

© 2004 TOCICO. All rights reserved.



Section A
TOC Business Strategy Tool — The S&T Tree

Insights on
Constructing and
Communicating
TOC Strategic and Tactic Trees

34




S&T Construction Process Roadmap using TOC TP

“Defining a Problem or UDE precisely, means Acmeé?;\';?;'tab'e
defining the underlying unresolved conflict...”

Meet Project

Promises
Bad Poor Sup-plier
Multi- Plan- Delays
tasking ning
— Step 1: Identify GAP,UDEs & validate impact on T, |.OE
Strategy Conflicting . .
Tactics Step 2: Define Conflict
« [ b lel Step 3:Identify Erroneous Assumption Higher '—:V"' S&T
. = - Step 4: Break conflict with win:win
rroneous
[ Assumption(s) e | Step 5: Construct S&T
< Bad Multi-tasking
Zz exists
>
(o))
> 2
Strategy Win:win 5 ©
Tactic © n
5 o B c
' » « Why B+C i§ possible?
Q. Why Tactic|is the best?
m g f Wi o
c g Win:Win 2 Win:Win o,
© D, D’, D&D’ or (8) D’, D&D’ or E
= E I‘—“

35
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Goldratt’s Insights on Strategy & Tactic(s)

The Conventional View The TOC View
Strategy is at the highest level of an initiative * Strategy is simply the answer to the
or organisation and define the direction that question: “What/For what purpose? (a
dictates all activities desired effect)

e Tactics are lower down in an initiative or e Tactic is the answer to the question:
organisation and define the activities that are “How to (a chosen mode of operation) to
needed to implement the strategy achieve the Strategy/Desired Effect”

Strategy

Tactics

But...

1. Where does “Strategy” end? 1

2. Where do “Tactics” begin? '

3. Is there really a “1:Many” relationship
between Strategy & Tactic(s)? -
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Therefore...

Strategy & Tactic entities always
exist together and
2. S&T entities exist at each level




Structure of the TOC S&T Tree

£

‘Any logical tree is only as valid as its assumptions”

TOCICO Business Strategy

: NECESSARY ASSUMPTION
i+ What is the GAP AND OR
» What makes it DIFFICULTto | ... , @ iissssssenm el
close the GAP ....thatcreates i : Necessary ' ___= ________ > .
the NEED . | Assumptions;  : .
:  PARALLEL ASSUMPTIONS : - .
: « Why do we claim the Strategy | --------—~—-~——-—-- , = -
. is (even) possible? .1 Parallel - , 1 -
i «+ What (specifically) will make i} Assumptions : = -
: it difficult to achieve b = -
: PS: These two must allow us to . o
:  eliminate the alternative Tactics - .
Lol Sufficiency L= "
. SUFFICIENCY ASSUMPTION ;! Assumptions ! .
: A “Warning” in the form of a Plommmmm 2 .

:commonly accepted “Governing LAW”
:or DEFINITION that is likely to be :
‘ignored (without the reminder) and if
:ignored, will likely result in

i “insufficiency” of the level below...

37

- ey e >
vo. ,,"
I______\~_______‘_____.:
: Sequence !
: Assumptions .

1
L]
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STRATEGY
The “What For”, “by
When” and “Level of
Good Enough”

: TACTIC :
: The “How to”, and “By
: Whom” :




Example of S&T Node within a S&T Tree

TOCICO Business Strategy

S Achieve Profitable Growth of 20% pa within 4yrs or less

The company builds a decisive Comp. Edge in big enough market (s) and
T capitalize on it w/o exhausting resources & taking big risks

A

BASE GROWTH | | ENHANCED GROWTH
S | Satisfy Market Need fc

- \ViB= a \faYaYa N - Nalivver
< | More Projects delivered on Time, on Budget within Scope

Deliver OTIF and Offej . ry

1‘ Assumption

Mot meeting due dates, budget or scope promises, espedally when:

1. Currentand Future comtracts depends on prowen capability to meet

NN BN BN BN BN gxisting promises and or

BUILD I CAPITALIZE

2. Hefty penalties are involved... may bring the company to its knees

Very High DDP Sales from wth in # olERELE L The Company has very high due-date performance with n
S within Budget iabili new Clients § increased Throughput of Projects without compromising onthe gh
& Scope or Prices Scope and or Budget targets. np

In the multi-groject arena, very high due-date performance is deffined as i
delivaring wed! owver 95% on (or before) the original promised due-dates, while in

S & M takes full Implement
Ji cases of [ate delivery the delay is much smaller than the prevailing delays in the  pe

T | ccPMm Culture adv of Reliab. Sales Funne

|
|
|
| Implement
|

& Procedures Offer & Price Mgt industry.
Parallel _ » Most compromises on Scope or budget stern from the pressure to —_—
———— i Assumptions meet the promised due date.

#= Critical Chain Project Management {CCPM) brings most mulb-project:
& multi-program environments to high due-date performance
without compromising content {quality) or budget.

i
Il
mmn

?Uﬁ'il:i ¥ To ensure an outstanding start of a majorinitiative it is vital that the
Assumption first substantial actions will result in immediate substantial benefits.




TOC Insights on Strategy & Tactic(s)

The S&T not only defines the Necessary & Sufficient conditions that must be put in place to achieve a Viable Vision target
& Harmony, but also define the specific changes (contribution) in Focus, Measurements, Processes & Policies and

Behaviours required_ at each level & in each function of the organization. TOCICO Business Strategy

, Change in Measure/Focus for CEO

T

T

Change in Mode of Behavior/Rules for

L1 Strategy
Tactic , Change in Mode of Behavior/Rules for CEO
N
I |
Change in Measure /Focus for VP’s/Directors
L2 Strategy Strategy Strategy —m
Tactic Tactic Tactic , Change in Mode of Behavior/Rules for VP’s

S S S s S S , Change in Measure for Functional Managers
L3

T T T T T T Change in Mode of Behavior/Rules for FM’s

A 7
s||s| |s||s] s]s][s s s
bl

/
L4 s||s| [s]s:
(7] Tl

TT

il

>
E , Change in Measure for Employees
M —

Employees
_ The S&T is the

VIABLE VISION =

“Sheet of Music”

- _HOME.
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Constructing an S&T tree

|| [ ]
Guideline

1. Start with a high level objective (not necessary the highest) — the strategy or “what for”
Complete the tactic (how to) of the step and then the related parallel assumption (how you
would explain why the strategy is possible and why the tactic is the best or even the only
way to really achieve the strategy)

3. Dive down using the tactic (what actions are needed to achieve the higher level strategy

considering the higher level tactic)

Complete the strategy for each tactic and its related parallel assumptions

Complete necessary assumption between each lower level step and its parent

Complete sufficient assumption between the parent and the group of lower level steps (the

“‘warning” that will help define “sufficiency” in the steps below)

o Ok

Step 1 Step 2 Step 3 Step 4 Step 5 Step 6
Strategy| |[Strategy Strategy Strategy Strategy Strategy
PA PA PA PA PA
Tactic Tactic Tactic Tactic Tactic
t 1 t S

—2—

Tactic Tactic | [Strategy| |Strategy NA NA NA NA
L) = Strategy| [Strategy Strategy| [Strategy
Tactic Tactic PA PA PA PA
40 Tactic Tactic Tactic Tactic
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Communication of a S&T tree
Guideline

TOCICO Business Strategy

1. Start reading the highest level objective - the Strategy or “what for?”

2. Say something like “Since any logical tree is only as valid as its assumptions we need to
validate each of the assumptions to check if they can be considered ‘Facts of life’ - then read
Parallel Assumptions (PAs) and then “Tactic” or “How to” as a “logical conclusion” of these.

3. Then read the Sufficiency Assumption (SA) as a “warning or reminder” and continue with the
Necessary Assumption (NA) , Strategy, Pas and Tactic of the first lower level S&T entity (most
left). Then read the 2n9, 3 etc S&T blocks in the sequence defined from left to right.

4. Continue in this way until the whole tree is complete (reading from left to right), checking with
the “audience” whether each assumption can be considered “a fact of life” and whether each

Strategy & Tactic are logical conclusions of these assumptions

Step 1 Step 2 Step 3 Step 4
Strategy Strategy Strategy Strategy
PA PA PA
Tactic Tactic Tactic
SA SA
NA NA NA
Strategy Strategy| [Strategy
PA PA PA
Tactic Tactic Tactic
=1
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Deciding on what level a
S&T step fits

TOCICO Business Strategy

Logically....

This structure is the same as.... This structure ....

L1

L2

L3 T
Guideline:
1

. Alevel should contain S&T steps with about the same level of detail. If not,

use summary S&T steps to move more detailed S&T steps lower down
Each S&T Parent, should not contain more than 2 to 5 child S&T steps. If
more than 5, use summary steps and add another level.

42
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Checking Necessity &

Sufficiency

How can we check the sufficiency of a level?

Logically....

This structure logical flow can be the same as....

This physical flow structure ....

A\ 4

NC1 NC2 NC3 NC4

NC1 NC2 NC3 NC4 Thinking of the “Process Steps”

How can | check if we have not needed to produce the “Goal
missed NC4 or we missed a NC0? Units” of the higher level can help
check if we missed any S&T
entities

Warning: Sometimes, the NC’s could be totally independent (no process/sequence dependency)

43
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TOCICO Business Strategy

Section B

TOC
Business Strategy
Execution & Control

© 2004 TOCICO. All rights reserved.



Section B
TOCICO Business Strategy Execution

TOCICO Business Strategy

PIPELINING OF S&T

3.1
3.2 E———

3.3 - - PROJECTS

g.g —— (based on Capacity Constraint)
3.6

] New
l | Planning

Rules

S&T PROJECTS CCPM
PLANNING & BUFFERING

(to protect project - not each task)

Portfolio & Task Resource @

Project Status  Priority Load Status

g s Bl BUFFER MANAGEMENT New
Priority 2 (to determine task priorities and EX;C!I.ItIOI‘I

focus buffer recovery efforts)

Week 1 Week 2
45
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STRATEGY & TACTICS

How fto verify Necessity, Sufficiency & Sequence?

TOCICO Business Strategy

In order to achieve = Strate (S) = The “What for ?”
Level 1 [GOAL] gy : Is this the “Best” way (o achieve the
The Goal / Strategic Objective o 0 ? i ?
The Goall Strateg  We must have Tactic (T) - The “How?” <«——— Strategy? What about Alternatives
[Group of Necessary Conditions] 4
_Igl_ ___ I _____ Sufficiency Level |ZI I Is this part |ZI I :
S S <+— really S S
Level 2 Actual Level necessary to —
Achieve the Lol 1 Onjactive Which should T achleve?the T T
Y /l come first? 3 Goal? 5
| & |
4 S Z S % é M é v i Special Note:
Level 3 Could this S&T structure
Nevessary Condltonste. T T T also explain the
“S-Curve’ in
performance that
remain out-of-reach for
ies?
Level 4 many companies?

Necessary Conditions to
achieve Level 3 Objective

Strategy &Tactics — Inherent Assumptions we can challenge in this S&T Structure
1. Assumption of Group Sufficiency — “MISSING LINK?” (Ex: Missing Necessary Condition, not win/win/win etc)

Assumption of Part Sufficiency — “WEAK(EST) LINK’ (Ex: Process Bottleneck, Partial or Half-baked solutions etc)
Assumption of Necessity — “UNNECESSARY LINK” (Ex: Conflicting Policies, Measurements efc)...”
Assumption of “Best” Alternative — “LESS EFFECTIVE OR EFFICIENT LINK” (Ex: Not Best Practice etc)

Assumption of Sequence — “ OUT-OF-SEQUENCE LINK’ (Ex: Not Considering process or resource dependency)
46
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TOCICO Business Strategy

Next Steps in Business
Strategy Certification...

* Publishing TOCICO Business Strategy
Submission Data Gathering Templates
(End 2008)

* Launch of Business Strategy
Certification (2" Quarter 2009)



TOCICO Business Strategy

*Questions?

48
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