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Education: Expense or
| nvestment?

When it comesto sourcing education that isdegree
awarding (i.e., undergraduate, graduate) or non-degree
awarding (i.e., continuing education, executive educa
tion) how would you categorize the money allocated:
expense or investment?

If you chose expense, was it because you haveto [ )
justify the cost of educationto senior management? Or,  Steve SIMPLICIANO
wasit because educationistypically foundintheex-  Epitor-IN-CHIEF
pense category of the balance sheet?

If you choseinvestment, wasit becausethereisan expectation of receiving
benefits; areturn on the “ education dollars’ invested per se? Or, would a
commitment to empl oyee education and devel opment position the organi zation
to achieve competitive advantage in aknowledge-based economy?

Twelvehilliondollars (US$12B) were spent in the global executive educa-
tion market, of whichthreebillion werefor executive MBA and MBA (Crainer
and Dearlove, 1997). Inasurvey conducted by the American Management
Association (1998), corporate spending on knowledge management consult-
antsin 1997 was $410 million, and was expected to raisemorethan tenfold to
$4.5hillionin 1999. InaCorporate University Exchange survey conducted
earlier thisyear, of 175 organizationswith corporate universities, the annual
operating budget overall of the corporate university was $15million. For cor-
porate universitieswith lessthan 5,000 employees, theannua operating budget
was$1.9million. Lastly, of theestimated $772 billion education and training
market, approximately $346 billion istied to postsecondary education, corpo-
rate training, and continuing education (in W.R. Hambrecht + Co. report on
corporatetraining, March 2000). Whether it'sexpense or investment, onething
Iscertain—the money organizations all ocateto educationisn't pocket change!

Do customersbuy products, services, or solutionsto problems? A cusomer’s
perception of valueisbased on the benefitsthey expect to receivefrom acquir-
ing aproduct or service. Thesebenefitsare usually theresult of being ableto
pursue new opportunities, satisfy needsnot yet being addressed, or resolving
existing problems. Should one expect anything different when alocating money
to education? If you chose expense did you get what you paid for? If you
chose investment were you ableto fully realize the expected return? How
soonwereyou abletoredizethereturn?

(continued on page 10)




The Little School that

COULD!

By Dr. Rexford H. Draman,
Contributing Writer

Dr. Draman is an Associate Pro-
fessor of Operations at the Gradu-
ate School of Management, St.
Edwards University, in Austin,
Texas. Rex is also an Academic As-
sociate of the Avraham Y. Goldratt
Institute. He can be contacted at
RexD @admin.stedwards.edu.

Three years ago in an effort to re-
vitaizeitsMBA program, St. Edwards
University in Austin, Texastook ahard
look at its existing program. Having
been founded by the Brothers of the
Holy Cross, St. Edwards University
has always maintained a strong focus
on ethics and service to the commu-
nity. Drawing ontheserootsthe MBA
program was restructured to reinforce
therecognition that the“ community”
(both organizationsandindividuals) is
our customer. Thisrecognition resulted
in the establishment of a number of
different tracks/ concentrationswithin
the program. To insure these new
tracks were able to effectively iden-
tify and deliver a concentration that
meets the ever-changing needs of our
community all of the new senior fac-
ulty (track chairs) recruited to lead
these programs possess a large
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amount of real-world experience and
exposure. As aresult, they are able
to seepast their individual disciplines
and actively work together to continu-
aly develop, enhance, and integrate
the class offerings.

In the fall of 1999 | was hired to
head up the Operations concentration.
What | brought to St. Edwards was a
background in systems
thinking and Theory of Con-
straints. Moreimportantly,
| provided the critical mass
within the Graduate School
of Management (GSM) that
was necessary to solidify
their acceptance of systems
thinking, and expand their
willingness to explore and
understand how con-
straints-based applications
can be applied and inte-
grated within their disci-
plines. This summer, our Dean,
MarshaKédliher, dongwith Drs. Allan
Pevoto (human resources) and David
Trott (spirituality of self and organiza-
tional wellness) attended the Joint
AGI/University Executive MBA Pro-
gram Alliance Symposium heldin con-
junctionwith AGI’sannua TOC World
event.

As aresult of her exposure to the
JEMBA symposium materialsand at-
tending the TOC Worlds" 2000 pre-
sentations across the hall, Dean
Kelliher recognized the impact that
TOC washaving on businessesaround
theworld. Thisrealization led her to
take theinitiative to make the Gradu-
ate School of Management at St.
Edwards University the first univer-
sity in the United States to sign an
Alliance agreement with AGI.

| am now in the progress of re-
writing the description and enhancing
the level of TOC content in al of the
operations track courses. One of the
first thingswe did along thislinewas
to replace the traditional Operations
Research course with what we call
“Managerial Problem Solving.” The
initial framing of this course came as

Rex DrRAMAN

a result of my reading The Un-
bounded Mind (Mitroff and
Linstone). Theremaining coursesare
being trangitioned as| writethis. While
thisisabig first step, we (the Dean,
the other senior faculty, and myself)
believe it is just the beginning of a
wonderful journey for our school, our
students, and the community we
serve. Let meelaborate on
acouple of theinitial steps
inthisenvisioned journey.

Last month | started
teaching the AGIl’'s Man-
agement Skills Workshop
(MSW) to the Vice Presi-
dent of the College of Pro-
fessional and Graduate
Studies (CPGS), the CPGS
deans, interested GSM fac-
ulty, and afew of the Vice
President’s staff. Dean
Kelliher hasalready talked
to me about conducting a Jonah Pro-
gram for faculty that need amorein-
depth understanding of the Thinking
Process skills beyond MSW to effec-
tively introducethem into their classes.
Her initial thought was marketing, hu-
man resources, and our capstone
(strategy / policy) classes.

| am aso busy working on a pro-
posal for establishing an Executive
(one weekend a month) Masters pro-
gramin Systemsand Congtraints. The
target market for this cohort-based
program would be senior-level execu-
tives from organizations that are cur-
rently using TOC. The outcome of
the program is threefold: 1) provide
them with a solid understanding of
“systems’ and “ systemsthinking;” 2)
provide a thorough understanding of
the “applications’ and “thinking pro-
cesses’ of TOC, and 3) facilitatetheir
completion of anin-depth analysis of
their organization or area of responsi-
bility. If youareinterestedinthispro-
gram, please drop me aline.

Finaly, | recently completed apro-
posal to establish acenter for systems
and constraints here at St. Edwards
University. The purpose of the cen-




ter would be to serve as an interna
tional repository and devel opment re-
source for “systems” and “con-
straints’ knowledge. It isanticipated
that such a center could sustain itself
by continuing to develop, leverage, and
disseminate the ever-growing know!-
edge base of systems and constraints
to businesses, education (K — 16+),
and the providers of social services.

While you can tell | am excited
about the journey that liesin front of
us, | must give credit where credit is
due. None of this could have taken
place without the understanding and
support of my Dean, and the willing-
ness of the senior faculty — Dr. Allan
Pevoto, Dr. Kay Guess, & Dr.
Michaelle Cameron — to look past
their individua responsibilitiesand dis-
ciplines and see the inter-connected-
nessof their respectivedisciplines. To
you al, | say, “Thanks and welcome
aboard.”

Before earning his Ph.D. in Opera-
tions Management at the University
of Georgia (1994), Dr. Draman
spent 20 years in various manufac-
turing management positions. His
dissertation and most of his aca-
demic research has focused on the
use of TOC applications and think-
ing processes to business and stra-
tegic planning. In addition, he is
also actively involved in establish-
ing and developing new linkages
between other systems based tools
and techniques and the Theory of
Constraints.

Network Members from the
former Eastern Bloc

The UK office of AGI isthe Re-
gional Officefor what was originally
Southern Europe when AGI was es-
tablished in 1986.

From 1989 all thelarge consulting
firms swarmed into these countries,

organisation uses

Goldratt UK’s TOC workshops & programmes

Goldratt UK'’s educational programmes are provided on
various applications of TOC and the TOC Thinking
Processes. These are designed for individuals who:

Wish to learn more about TOC for personal
development/enhance personal performance

Require education in an area of TOC that their

Wish to explore further before investing in a full
implementation of TOC

For the available programmes, descriptions, dates for
the rest of 2000 and some of 2001, and other details,
please visit www.goldratt.co.uk or go direct to
www.goldratt.co.uk/progsch.html.

charging large fees for results which
were often less than satisfactory.
Those of you that attended the Iskra
Mehanizmi presentation at TOC
World" 2000 heard thisfrom Milan
Zajc (Scepter d.o.0.), our Certified
Expertin Slovenia. Increasingly, people
are looking for proven methods that
can belearned and disseminated with-
out the traditional consulting depen-
dency syndrome.

Many of you will aso have heard
of the success of Heiti Pakk and his
team (OU A.Y.Goldratt Baltic) in Es-
tonia, Lithuaniaand Latvia(the Baltic
States) in creating the attendance of
over 500 people at The Goldratt Sat-
dlite Programmein 1999 together with
sdlling many thousands of Eli’sbooks.
At the end of August this year, Oded
Cohen, AGI Partner, and | visited the
Czech Republic to support our Certi-
fied Expert Mirek Smira(Goldratt-CZ)
in the delivery of the second four of a
4x4 for awood processing company,
Lukaavec. Mirek had facilitated the
viewing of the tapes during the first
four. Thiswasnot an easy assignment
asvery few of the management team,
other than the CEO, were very com-
fortablein English. Despitethiswehad

a very successful 4x4 which Mirek
has converted into an Enterprise Wide
Improvement Solution.

At theend of September, Oded and
| visited Poland to conduct the second
part of a 4x4. We worked with the
current three partners of Werbel Sp.
Z0.0., who are anew consulting com-
pany that has chosen what they call
the“ TOC Compass’ asamajor prod-
uct offering to the market.

For the complete article, go to
www.goldratt.com/toctquarterly/
eastbloc.pdf.

MemBers oF THE UK NETWORK,
wiTH AGIl UK PARTNER ODED
COHEN IN CENTER




Bringing TOC to the Celtic

Countries
By Mike Dinham,
Contributing Writer

Mike Dinham is a Certified Associ-
ate of Goldratt-UK and can be con-
tacted at m.dinham@goldratt.co.uk.

In 1996/97 | started, with the help
of my good friend Bryan Logan, by
arranging a seriesof three-hour intro-
ductory sessions on production and
project manage-
ment in Wales
and Ireland.
These seeding
events created
interest, but no
real movement.

A break-
through came
when Bryan Lo-
gan, who works
with the Man-
agement Institute at the University of
Ulster, introduced me to Kevin
Helferty, a client executive with the
Industrial Development Board for
NorthernIreland (IDB). Thisisanin-
fluential Government body responsible
for encouraging and supporting indig-
enousindustry, whilst at the sametime
attracting inward investment.

Kevin showed animmediateinter-
est in TOC, athough with amild de-
gree of healthy scepticism. He agreed
toarrangeand fund apilot project with
two SMES, (Small-Medium Enterprise)
both local manufacturing companies.
To cut a long story short the results
wereimpressive, and the upshot isthat
the IDB has now formally commis-
sioned from AGI a ‘TOC Business
Improvement Programme’ which is
offered as part of their Business Ex-
cellence Service. This service pro-
vides a range of best practice initia-
tivesaimed at improving competitive-
ness.

The‘ TOC Business |mprovement
Programme’ started officially in Feb-
ruary this year and to date we have

Mike DINHAM

some twelve companies at differing
stages of interest and implementation,
with a target of around twenty. The
programmeisfunded by the IDB, with
the participating company contribut-
ing a lump sum payment on the
achievement of agreed results.

Read the complete article at
www.goldratt.com/toctquarterly/
idb.pdf.

From India: A Production

| mplementation
by Ravi Gilani,
Contributing Writer

Ravinder (Ravi) Gilani is the Man-
aging Consultant for Time n Cash,
located in New Delhi, India. Ravi is
a production licensee. He can be
reached through his e-mail at
time_n_cash@vsnl.com.

ABC is one of the group compa-
nies of a large-family owned indus-
trial house supplying machinesto re-
fractory manufacturing units. It was
started 30 years ago, and employs
about 200 people.

The industrial environment was
changing rapidly. Steel and cement
plants, the prime users of refractory,
were experiencing the effects of in-
creased competition coupled with low
growth in demand. In this environ-
ment where ABC’s customers were
finding it difficult to hold their head
above water, demand for ABC's ma-
chinesshrunk drastically, and margins
were under severe squeeze. As the
demand for their propriety products
literally vanished, ABC started accept-
ing orders for special machines and
equipment as per their customer’s
design. The margins reduced further.

Theowner could not go on funding
losses in the hope that the market
would improve in future. The owner
decided that he had no choice but to
closethebusinessshortly thereby jeop-
ardizing thelivelihood of 200 families.

At this stage the owner came across
Dr. Goldratt's best selling business
novel The Goal, and became aware
of the concepts of the Theory of Con-
straints (TOC). The owner asked me
if I could take up thechallengeto help
him turn around his plant using TOC
conceptsin six monthsif not in three!
| was excited, and apprehensive at
the same time. Excited - as | had the
opportunity to make adifferenceinthe
lives about 1000 humans, and appre-
hensive - could it be done?
Read the full article at
www.goldratt.com/toctquarterly/
india.pdf.

TOC SIGHTINGS

Western Data Systems to Bring
Theory of Constraints Capabilities
to Aerospace & Defense; U.S. Navy
Among First to Select Theory of
Constraints Solution.

This press release is re-printed in
full as originally released with per-
mission from Western Data Systems.

INDIANAPOLIS — Nov. 8, 2000 —
Western Data Systems (WDS), the
leading supplier of Enterprise Re-
source Planning and Supply Chain
Planning solutions for the aerospace
and de-

fense .
(A&D)
industry,

today an-  WESTERN DATA SYSTEMS
nounced www.westdata.com
that they

are the first mgjor ERP provider to
offer support for Theory of Con-
straints (TOC) management initscore
product. Over the past year, WDS has
worked with theworld’sforemost ex-
pertson TOC aongwith industry prac-
titionersto define and begin develop-
ment of the key TOC capabilities
within the CompassENTERPRISE(R)




solution. Thesolutionisfocused onthe
practical application of TOC manage-
ment and measurement methodol ogies
tailored to the needs of A&D manu-
facturing and maintenance, repair, and
overhaul organizations. Capabilitiesin-
clude: critical chain, drum-buffer-rope,
and buffer management. The an-
nouncement was made in Indianapo-
lis, Indiana at the Dr. Eli Goldratt
“Necessary but not Sufficient” con-
ference where Dr. Goldratt presented
his latest work of the same name.

The new CompassENTERPRISE
TOC functionality providesthe added
capabilities needed beyond standard
ERP to use the TOC as the overrid-
ing approach to production and orga-
nizational management. It buildsonthe
CompassCONTRACT(R) database
and Adexa's collaborative planning
technology to provide project, manu-
facturing, and re-manufacturing man-
agement with powerful new toolsfor
utilizing the TOC management ap-
proach to dramatically improve
throughput and customer responsive-
ness. WDS' software capabilities to
support TOC are being devel oped ini-
tially along with the integrated
CompassCONTRACT/Adexa's
iCollaboration, and are targeted for
release by January 2001.

The U.S. Navy's Naval Aviation
Depotswill beamong aninitia group
of customersto utilize the TOC func-
tionality.

Trademarks: The WDS logo and
CompassENTERPRISE are regis-
tered trademarks of Western Data
Systems of Nevada, Inc. All other
names indicated are trademarks of
their respective companies.

CONTACT:

Western Data Systems

Mary Lou Miller, 818/880-0800
Fax: 818/880-1424
info@westdata.com
www.westdata.com

“Released!”

Five star rated by Amazon and
Barnes & Noble

Necessary But Not Sufficient is
now available. This collaborative ef-

fort between
Eli Goldratt,
Carol Ptak T AL, FoR M £t . ol o
and Eli BARNEVSIORYE
Sercecr: il GO LDRATT
will  defi- ""'”"‘:;""““”"“‘
nitely get =
readers sit- '
ting up and
debating IT HEEUETS'E#RY
investments!

Syl SUFFICIENT
P t a k , BN ERS WOWEL
CFPIM,

CIRM, Jonah. A leading authority in
the use of ERP and Supply Chaintools
todriveimproved bottom line perfor-
mance, Ms. Ptak’s expertise is well
grounded in over two decades of prac-
tical experience as a successful prac-
titioner, consultant and educator in
manufacturing operations. Her prag-
matic approach to complex issuesand
dynamic presentation style hasher in
high demand worldwide on the sub-
ject of how to leveragethesetoolsand
successfully become an e-business.
Ms. Ptak isthe President and CEO of
APICS, The Educational Society for
Resource Management for the year
2000 and is employed by IBM as a
Program Director for Mid-Market
solutions.

Elyakim Schragenheim is one of
the pioneers in TOC, and is the rec-
oghized authority in ERPrelated simu-
lators demonstrating how decisions
madeto optimizealocal functionwill
suboptimize the enterprise. He is the
author of Management Dilemmas,
The Theory of Constraint Approach
to Problem Identification and Solu-
tions, and collaborated with Carol A.
Ptak on her book, ERP, Tools, Tech-
niques, and Applications for Inte-
grating the Supply Chain. He is a

frequent speaker in many international
conferences in the US, UK and Is-
rael, on topicsconcerning TOC, learn-
ing from experience and information
systemsin operations. A former Part-
ner of the A. Y. Goldratt Institute, he
is the Chief Executive Officer of his
own company, Elyakim Management
Systems.

To order your copy of Necessary
But Not Sufficient, visit the Books
and Videos section of
www.goldratt.com.

Drum-Buffer-Rope:
Put to Work by theFirst Shot

A personal experience with TOC
By Mohammad Ajlouni,
Contributing Writer

Mohammad holds a Bachelors of
Science degree in Chemical Engi-
neering from the University of
Aston in Birmingham, UK, and a
Masters of Science in Industrial
Engineering from the University of
Jordan. He has had a career of 18
years working at a number of in-
dustrial organizations in both the
public and private sectors. Cur-
rently Mohammad operates his own
consulting company, the Integrated
Engineering and Management Sys-
tems. He represents PROMODEL,
Incorporated in Jordan and the
Middle East. PROMODEL is one of
the largest simulation software com-
panies in the United States.

AMMAN, JORDAN - | came across
TOC on a number of occasions dur-
ing my university days and later
through my own research work. |
never paused to read thoroughly about
it, but every time | came across it |
just related it to OPT, which | looked
a as one of those many commercial
software products that popped up in
many operations management text
books. | knew that TOC wasthedriv-




ing engine of OPT, but what | did not
realize that there was agreat philoso-
phy hidden behindit.

A few months ago, | received a
newsletter from asimulation software
vendor describing how simulation can
be used to resolve congtraint problems.
In the article one statement drew my
attention and | paused thinking deeply
about it. The statement said: “The
strength of a chain is determined by
itsweakest link.”

A simple statement, expressing a
“common sense” fact, yet, laid down
the principle of an important theory.
Thistriggered my desireto read more
about TOC, and started to review my
reference books and click some re-
lated links. Eventually, | decided to
read The Goal. Since the book was
not soldin my country, | asked my sis-
ter-in-law who was paying ashort visit
to the USA to buy it for me, and so
shedid.

| read The Goal with full concen-
tration. | had to read some chapters
more than once to grasp the details
and bind the factstogether. At theend
of the book | read the saga written by
Dr. Goldratt, in which he described
how many readersfailed to apply TOC
to their plants by merely reading the
book. He said that he had to publish
his second book, The Race, in which
he explained how to implement TOC
throughthelogistica proceduresof the
drum-buffer-rope approach.

| thought that | had engrossed the
concept and thetechnique by just read-
ing the book. To assure myself, | de-
cided to try out. Since there was no
plant availablefor carrying out my ex-
perimentation, | got down to my com-
puter and wrote asimul ation program.

| constructed an animated com-
puter simulation model of ashop with
five machines. Two parts, A and B,
flew through the shop each with
known routing sequence, process
times, and lead times. The process
time of each lot of parts (a job) on
each machine, was the total time re-
quired to set up the machine and pro-

cess thelot, plus an induced element
of variability. Machine no. 3 was de-
liberately made the bottleneck. Parts
A and B werereleased at timed inter-
valsaccording to plans spanning their
lead times. At the end of the line, a
subassembly product was assembled
by mating (2A+B). It was assumed
that al production was demanded by
the market. The two upstream ma-
chines were subject to random fail-
ures and random repair times (ran-
domly hit by Murphy).

Theanimation mimicked the situa-
tion in atypical real shop with high
congestion and long lead times. | ran
anumber of replications each with a
different random stream seed in or-
der to be able to infer the results sta-
tistically. The results showed long
mean flow times, long average queu-
ing times, largework-in- process, and
along queue of part A waiting for as-
sembly.

The next scenario wasto apply the
drum-buffer-rope approach. In prac-
tice, this would have been done
through the process of “IDENTIFY,
EXPLOIT, SUBORDINATE, and
ELEVATE” the bottleneck.

Thefollowing procedureswere car-
ried away in applying the DBR ap-
proach:

1. Thethroughput for machine no.
3 was set as the master schedule (the
drum) which dictated the material re-
lease into the shop.

2. Experimentationwith themodel
showed that the time to consume 6
jobs (the buffer) present in the buffer
of machine no. 3 was adequate to re-
build enough inventory asaprotection
against Murphy and to keep jobs go-
ing through machine no. 3 without any
loss of productiontime.

3. The presence of more than 6
jobsinthebuffer of machineno. 3was
used as a control signal (the rope) to
stop material releasefor onehour. This
rearranged the material releasein or-
der to save some spare capacity within
the non-bottleneck machines.

Running this scenario proved that

thetargetswere achieved. Theresults
showed that machine no. 3was 100%
utilized with enough inventory at all
times to keep the machine running
whenever one of the upstream ma-
chines was hit by Murphy. The utili-
zation of the non-bottleneck machines
ranged between 50% and 75%, thus
allowing spare capacities for letting
jobs reach the bottleneck and the as-
sembly area as quickly as possible.
The mean flow time improved con-
siderably with less average queuing
times. The work-in-process was re-
duced dramatically. At timesduring the
simulation run, the buffers of the up-
stream machines were seen to be
loaded by jobs due to a stoppage, but
soon after recovery, the machines con-
sumed the stock of jobsin ashort time
because the jobs processed at these
machines were meant to have small
lot sizes. The bottleneck was still a
bottleneck, but it waselevated interms
of controlling throughput and inventory
without the need for increasing its ca-
pacity: a very important payoff from
DBR! (Many peoplewould just jump
to this step directly.)

So, | proved to myself that | could
dowsell inared plant (not mentioning
thereal problemsthat onewould face
in area environment). | also proved
that, being exposed only to The Goal,
| had succeeded to put the DBR ap-
proach to work.

WEell, | hit the target by the first
shot!

My Thoughts on Project

Requirements
By Michael W. Bromley, MBA, PMP

Michael Bromley earned a bachelor
degree in Industrial Technology and
a Masters in Business Administra-
tion at West Texas A&M University
in Canyon, Texas. He is employed
by Mason & Hanger Corporation
at the Pantex Plant, in the Engineer-




ing & Construction Department. He
manages the design and construc-
tion of facilities and infrastructure
at the plant. He is a member of the
Project Management Institute and
a certified Project Management
Professional.

Most project managers are aware
that one of the best ways to ensure
success of any project isto develop a
very good baseline scope document
and use it asatool to control (and of -
ten defend) thetechnical, quality, cost
and schedule baselines over the life
of theproject. Thisdocument may go

by any one of several names - Con-
ceptual Design Report, Project Design
Statement, Project Execution Plan, etc.
It describes the scope of the project,
thefunding source, the peoplerequired
to perform the project, the project
schedule, assumptionsand congtraints,
and other characterigticsof the project.
However, many times the document
falsshortinonecritical area- require-
mentsidentification.
Theapplicablelawsandregulations,
government and industry standardsand
codes, and project drivers, together
with the functional, financial and aes-
thetic aspects of the project, usually

make up the body of requirementsfor
the project. Now, weall know require-
ments change over time. Some are
superceded by other requirements,
some become obsol ete, some may just
become null and void becausethein-
dustry or regulatory driver (or maybe
the person who interpreted the regu-
lation more conservatively than realy
necessary) has gone away. If there-
guirementsfor your project, and how
the project will meet those require-
ments, are not described in sufficient
detail inyour scope document, includ-
ing code, standard and regulation
names, numbers, year of issue, etc.,
and you declare that this is the
“Code of Record” for thisproject,

The TOC Times Quarterly Edition welcomes Professors Maria Teresa
Gutierrez, Fermin Munilla Gonzalez, Pedro Aliaga Palomino and Lino

Tellez Perez from Houlguin University, Cuba.

The TOC Times Quarterly Edition is circulated worldwide to the follow-

ing countries...

Argentina France
Australia Germany
Austria Greece
Belgium Guam
Bolivia Guatemala
Brazil Haiti
Canada Honduras
Chile Hong Kong
China Hungary
Colombia Iceland
Costa Rica India
Croatia Indonesia
Cuba Iran
Cyprus Ireland

Czech Republic

Israel

Denmark Italy
Ecuador Jamaica
Egypt Japan
El Salvador Jordan
England Kenya
Estonia Korea
Finland Latvia

Malaysia South Africa
Mauritius Spain

Mexico Sri Lanka
Netherlands Swaziland

New Zealand Sweden

Nigeria Switzerland
North Sumatra Taiwan

Norway Tanzania

Pakistan Thailand
Paraguay Trinidad & Tobago
Peru Turkey
Philippines Ukraine

Poland United Arab Emirates
Portugal United Kingdom

Republic of Armenia

United States

Romania Uruguay
Russia Venezuela
Saudi Arabia Vietnam
Scotland Virgin Islands
Singapore Yugoslavia
Slovakia Zambia
Slovenia Zimbabwe

then you are setting yourself up
for failure. Why?

Because otherwise, when your
project isfinished, it will be scru-
tinized and measured against the
requirements in effect when it is
finished, not when you first scoped
it out. Inevitably, as the project
goes aong, people will bring up
new or different requirementsthat
impact the project in some way.
When this happens, always al-
ways aways demand to see the
reguirement and the source of the
requirement inwriting.

If the requirement is a law or
government regulation that you
missed ininitial scoping, or anew
regulation that has no grandfather
clause, then thereisno choice but
to assess the impact and then in-
corporatetherequirement into the
project if feasible, or elsestop the
project. If it isjust a new guid-
ance document, or a plant stan-
dard or procedure, or just a new
or different business practice or
policy, thenitisanegotiable scope
change.

If thereismoney andtimeavail-
able, andif all stakeholdersagree
in writing that the requirement is
value-added, you would incorpo-
rate therequirement and revisethe
living scope document accord-




ingly. Insummary, when you are do-
inginitial scoping for your project, try
your best to capture as many of the
regquirements as feasible, be prepared
to defend them, as you surely will be
called upon to do, and keep abreast of
newly forming requirements if at all
possible.

Michael’s article highlights very
important aspects of projects; de-
fining scope upfront and making
sure that project requirements are
documented, key criteria that the
success of the project (and you)
will be evaluated on. In some of the
project implementations that AGI
became involved in, this was defi-
nitely one of the conflicts that sur-
faced, especially when the project
was in trouble. What was the scope
or outcomes/deliverables suppose
to be? If you take this concept into
a software development environ-
ment it becomes even more interest-
ing. The conflict is: to start early
and do re-work as the scope be-
comes clearer, or, wait until the defi-
nition/requirements are firm and
start later. All of this is driven by
the race to be first to market. Im-
portant things to observe, indeed.

A question to our readers - how
can TOC and the Critical Chain so-
lution be used to develop upfront
requirements? How do you deal with
conflicts that develop down the line
between contactor/client and be-
tween project manager and re-
sources? What happens to time,
budget and scope when there is a
change of mind halfway through the
project? What experiences do you
have with these three common
project requirements, and what can
one do to overcome it and meet or
beat them?

Feel freeto write to me and share
your experiences in projects with us,
and how you overcame these criti-
cal issues. Write to me at
rika.visser @goldratt.com.

HP Consulting Division In
Czech Republic Adopting

Critical Chain
By Milan Sterba

HP istheleading systemsintegra-
tor in Czech Republic according to a
recent Top 10 Systems Integrators
Award, organized every year by the
Czech Systems Integration Society.
The delivery of the systems integra-
tion projectsisfocused inthe HP Con-
aulting division. A typica ddlivery con-
sstsof analysis, design andimplemen-
tation of a complex IT [information
technology] solution, for example a
core information system of a health
insurance company, a PK1 infrastruc-
ture and messaging services system
inafinancia institution, abilling sys-
tem in a telecom operator or a CRM
[customer relationship management]
system for a bank.

To build and deliver such complex
systems, where HP bears the total
guarantee in terms of time, function-
ality and budget, HP Consulting uses
itsown consulting resources, third par-
ties and of course, for parts of the
projects, aso resources of the client.

The consulting business in Czech
republicin general and especially the
HP Consulting business have grown
dramatically over thelast year. When
planning thisaggressive growth strat-
egy, the management of HP Consullt-
ing realized that the traditional ap-
proach to project planning and re-
source management in a multiproject
environment would no more be able
to support the business objectives.

Over severa yearsof economicre-
cession preceding thisperiod, HP Con-
sulting had been using HP's well
proven project management method-
ology, Focus PM, relying in the re-
source management area on more or
less informal processes based on the
fact that theteam wasrelatively small
and all problems could be solved ei-
ther face to face or by escalation to
thefirst level of management.

Thisnolonger holdstruein asitua-
tion where the numbers have doubled
inayear intermsof money aswell as
the number of resourcesinvolved. Also
the number of projectsrunin parallel
hasincreased. Currently HP Consult-
ingin Czechiaisrunning very approxi-
mately 20-25 projectsin parallel with
60 people of own staff (project man-
agers, consultants) and asimilar num-
ber of partner staff as well as people
from client involved in the projects.
That means that in the end we have
to coordinate the work of more than
200 resources.

This new situation requires a new
approach to project management and
resource planning. That's why HP
Consulting decided a year ago for a
step-by-step implementation of the
Theory of Constraint’s critical chain
method of project management.

Wefirst started with apilot project
where four key projects were identi-
fied, their participants trained in the
theory and tools by
our local Goldratt
CZ consultant,
Mirek Smira. These
four projects were
planned and later
managed according
to the principles of
critical chain with (8
regular weekly up- |
dates.

Duetothesizeof
our organization, the
tradition we had in MS Project and
the necessary investments, we chose
ProChain as the tool to start with.
Goldratt CZ helped usnot only inteach-
ing us but also coaching the project
map [network] creation process, de-
fining the update strategy and the nec-
essary changes in our business pro-
cesses. They also helped usto get in
contact with other users of this
method and tools so we could share
some experience.

Theinitial attitude of the HP Con-
sulting team towardsthe critical chain
method wasfar from enthusiastic. We

MILAN STERBA




had along tradition of managing com-
plex projects, experienced project
managers - a well-established core
team with its habits and well-defined
project controlling and admin-

create a competence centre for criti-
cal chain method implementation for
theregion.

Mirek Smira received his

istration procedures given
from the corporate manage-
ment that we have to respect.
So why change?

On the other hand we had
resource management prob-
lems, dthough dleviated by the
fact that we were taking new

degree from the Prague
School of Economics, major-
ing in International Relations
and Foreign Trade. In 1990
he started his own
consultancy - InterQuality,
Ltd., currently with 12 em-
ployees. In 1999 Mirek took

people on board and we saw
that our old good ways of do-
ing areno longer applicableto
our growing business.

After thefirst four projects had suc-
cessfully started we gradually trained
all our project managersand asignifi-
cant part of the consulting staff and
gained more and more support for the
full implementation of critical chain. It
was amazing to seethe changesin at-
titude of people once they went
through the Goldratt CZ training.

Initialy the projectsraninisolation.
Itisonly after several monthsthat we
started to pilot the multiproject envi-
ronment. We have used ProChain
Plus to do the project staggering and
ran several roundsof updateswith four
parallel projects to understand how
would the system work within our en-
vironment. After this second pilot
phase HP Consulting management has
decided to go for a full implementa-
tion in HP Consulting Czech Repub-
lic. Thisdecision is based on the fact
that al pilot projects were under full
control and finished very successfully.
Thefull implementation will be based
on the same set of tools as the pilot.

Today we have 90% of our staff
trained and we start thefull implemen-
tation, which should be operational in
thefirst quarter of 2001. Our success-
ful pilot hassolicited alot of interestin
HP Consulting at the regiona level
(Central and Eastern Europe, Middle
East and South Africa). Together with
Goldratt CZ we are going to organize
first trainingsfor project managersand

MIREK SMIRA

Project Management the
TOC Way Expert Program,
and afterwards started a Sis-
ter company providing only TOC
based solutions, originally known
as 1Q-TOC, Ltd. In early 2000,
Mirek renamed |1Q-TOC, Ltd to be-
come Goldratt CZ, Ltd. Their three
full-time consultants work closely
with AYG (UK). Mirek Smira mostly
works in the area of project man-
agement with IT companies and
mobile connection operators.

TOC WORLD™ 2001
Location announced!

TOC World™ 2001 will be held at
the Century Plaza Hotel & Spa lo-
cated in Los Angeles California.
This historical hotel property, which
has been host to every U.S. president
sinceitsopening in 1966, isundergo-
inga25milliondollar renovation project
that will expand it’s meeting space, up-
grade it’'s technology, and launch the
opening of THE largest spa in Los
Angeles. Block some extra time out
in your schedule to pamper yourself

provides easy transportation accessvia
Los Angeles International Airport,
which is a very short distance from
thehotel. Thecity of LosAngeleswill
serve to draw many potential clients
fromthe Silicon Valley, and Sand Hill
areas of California — home to major
corporations and venture capitalists.

Located a mere 20 minute walk
away fromtheinfamous Beverly Hills
and Rodeo Drive, The Century Plaza
Hotel & Spa has garnered consider-
able fame since it's opening, playing
host not only to U.S. presidents, but
international dignitaries, royalty and, of
course, Hollywood cel ebrities.

With spectacul ar new guest rooms
and suite accommodations, thisland-
mark hotel has become an even more
memorable destination. Next to
Beverly Hills on the fashionable
Westside - in the heart of the world's
entertainment capital - the hotel of-
fersaCdiforniaexperienceunlikeany
other. A primelocation. Great weather.
And beautifully landscaped grounds-
itisan urban resort, providing you with
therest and relaxation you desirealong
with the easy access to nightlife and
local attractions. From the one thou-
sand forty six guest rooms and suites
to the impressive array of first-class
amenities and a choice of dining ex-
periences, to alook at the Hollywood
of yesterday and today, there is noth-
ing ordinary about the extraordinary
Century Plaza Hotel & Spa. Book
your room now at the discounted con-
ferencerate of $199 per night plustax,
by dialing 310-277-2000. Theregular
standard room rate is $350 per night
at thisglorious property, soweencour-

with one of the
many relaxing
treatments at
SpaMystique, or
bring your com-
puter work out
to one of the
many poolside
cabanas with
internet access.

Los Angeles

AGI has applied through the US
Patent & Trademark Office to
register TOC World™ as one of
its marks.

Until this is finalized it is appropri-
ate to use the legend service
mark (*M) in conjunction with

TOC WorldSM,

age you to make
your reserva-
tionsearly!
Mark your
calendars for
June 19 to 22 -
and prepare for
the conference
of TheCentury!




Farewell and Good Luck

Carole!

Carole Thompson has worked for
the last decade supporting the ef-
forts of AGI’'s UK office and net-
work. We all wish her well.

Dear Friends,

| have worked for the Institute for
91/2 yearsand have enjoyed, learned,
been‘up held’ and supported, attained
achievementsthat | never thought that
| could achieve and received recogni-
tionfromthemost unlikely areas. B,
most of all, I have made life long
friends in a family atmosphere. The
latter makes my decision to ‘move-
on’ very difficult.

| am in the fifth year of attaining

my Open University BSc in Psychol-
ogy (which would not have been pos-
sible without Oded’s help) and | only
have one more year to go. | have
therefore taken aposition nearer home
so that | can devote moretimeto this
last year to ensurethat | achieve what
| set out to do.

| will beworking asMarketing Ad-

ministration Co-ordinator for
PORCHE, whichisfar lesstravelling
and givesme an insight in to an area
which | hopel will beabletouseina
couple of years time to assist me in
my personal goal.

| would like to say particular

‘thanks’ to thefollowing people:

1. Oded Cohen - for his persever-
ance and assistancein all that |
have tried and even failed in.

2. Martin Powell - for hispersonal
help over thelast year and ahalf
in assisting meto achieve my
goal.

3. Rosand Yamina- for their
cheerfulness and constant
friendship.

4. Millieand Donn Novotny for
‘enfolding’ meintheir family.

5. Wendy - for her adviseand help
over the years.

6. Eli - for the ‘pats on the back’
that have spurred me on.

There are so many other people

Sylvia, Robbin, Stacy, Charlie and
Denise, Tracey and Dale and many
more. | hopethat youwill all keepin
touch and that | will meet up withyou
again. If you would like to have my
new details, pleaselet me know and |
will forward them as soon as | have
them.

Best wishes,

Carole

Education: Expense or

| nvestment?
continued from front page...
Perhaps one way to answer these
guestionsisby judging to what extent
particular problems have been solved.
Let'sat least allow that the problems
have diminished to the extent that
you're able to refocus your attention
on other pressing issues. Do you or
your organization find that:

1. You'reunableto keep up with
the pace of change?

2. Projected earnings fall short of
expectations?

3. Product and servicesdon’t gen-
erate sufficient revenues?

4. Customerscannot sufficiently
differentiate the value of your
product?

5. The measurement system does
not facilitate profit making?

6. Empiresarebuilt at great cost?

There is a root cause, a core con-
flict that allowsthese problemsto per-
sist. For those who attended TOC
Worlds™ 2000, this core conflict (Fig-

sium at TOC Worlds' 2000.

For brevity's sake, | won't detail
how the core conflict was derived.
But if you would like to see how the
Core Conflict Cloud process was ap-
plied using the problems above, write
Rika Visser an e-mail at
rika.visser@gol dratt.com.

When we say, “ Take actions that
emphasize short-term improve-
ments,” we mean actions such as
“managing to budget, cost leadership,
and differentiating onvalue.” When
we say, “ Take actions that empha-
size growth in the future,” we mean
actions such as “creating strategic
partnerships and alliances, mergers,
acquisitions, and diverdfication.” And,
if your caught in the middle, attempts
to resolvethe conflict are through ac-
tions such as returning to core com-
petencies, restructuring, reorganizing,
and re-engineering. Asaconsequence
of thisconflict strategiesare discarded
or negated due to unsatisfactory
tradeoffs between short-term perfor-
mance and future growth.

Today’s problems consume a sig-
nificant amount of management’stime,
energy, and attention - not to mention
resources and the goodwill of their
people. Doesyour organizationfind it
increasingly difficult to integrate its
“business’ functions? If at |east three
of the six aforementioned problems
exist in your organization (there may
be more), the relevant question is,
“What must be done to resolve the
conflict?’

InFigure 1, why doesonesidewin

ure 1.) was
featured in Figure 1. Core Conflict Cloud from Plenary V,
Si b 2000 S ium.
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out over the other? Could it be be-
cause thetime that it takes to achieve
growth is longer than the time the
stakeholders are willing to toler-
ate?” Indeed, “Tell me how [and
when] you'll measureme, and I’ [l tell
you how I'll behave!”

Thereason the conflict existsisbe-
cause the actions we take to achieve
immediate improvements are not the
same actions we’'d take to secure
growth in the future.” To challenge
the assumption, the direction of the
solution becomesclear: “ Theactions
we take to achieve short term per-
formance pave the way to achieve
growth in the future.”

So, how doesthishave anything at
all to do with the question poised at
the start, “Education: is it expense or
investment?’

“Pursuing information technol-
ogy just to remain competitive.” Is
this an action that emphasizes short-
term improvement or onethat empha:
sizes growth in the future? “ Captur-
ing the intellectual capital within the
organization for sustained competi-
tive advantage.” Is this an action
that emphasi zes short-term improve-
ment or one that emphasizes growth
in the future?

Organizations that want to be suc-
cessful in the knowledge-based
economy of the 21% century under-
stand the strategic importance of cap-
turing theintellectual capital withinan
organization as a prerequisite to
achieving sustained competitive ad-
vantage. Certainly when viewed in
this context, educationisdefinitely an
investment. Unfortunately, when it
comes to harnessing the intellectual
capital of an organization, the “what
to” conflictswith the “how to” asde-
pictedin Figure 2:

Thefact isthat organizations need
both: (D) the means by which to stan-
dardize and disseminate explicit
knowledge, and (D’) the means by
which to capture and codify tacit
knowledge. However, | would sub-
mit that “D” wins out because it’s

Figure 2. The dilemma in evolving
the knowledge strategy.

Being fast, flexible and responsive

Information technology provides the most suitable
means to ensure explicit knowledge (i.e., policies,
procedures, practices, plans, schedules) iswidely and
consistently available throughout the organization.

isa key strategy to achieving a
sustained competitive advantage. Inty
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In a knowledge-based economy, the
better an organization uses and
values knowledge and learning, the
better their competitive advantage.

.
Har tlée
int@lectu

capita within the

organizatigh.

|

The knowledge, experience, and intuitive insight that
creates value for the organization is contained within
individuals, but remains latent to the organization asa
whole.

easier to capture, trandate, and mea-
suretheimpact of explicit knowledge
on organizationa performance over
that of tacit knowledge. Furthermore,
the conflict exists because the tech-
nology for standardizing and dissemi-
nating explicit knowledgeismore es-
tablished than the methods and pro-
cesses to capture and codify tacit
knowledge.

Explicit knowledge is knowledge
that is formal, systematic, and more
easily quantified. Examplesinclude
policies, procedures, practices, and
product or serviceinformation. Tacit
knowledge consistsof two dimensions:
technical and cognitive. Technicd tacit
knowledge can be thought of asknow-
ing something so well that is accom-
plished successfully asif it were sec-
ond nature. Cognitivetacit knowledge
is the sum of those things that make
uswho we are (e.g., personal beliefs,
mental models, values, assumptions).
Since they effectively act as filters,
they influence how we make sense of
and relate to reality. Because they
are deeply ingrained to the extent that
they are taken for granted, one could
define them as archetypes.  To un-
derstand this subject in more detail,
please refer to The Knowledge-Cre-
ating Company, Nonaka, |., and
Takeuchi, H., (1995).

What shall it be: Technology or In-

tuitiveinsight? Can you think of any
viable injections to the Evaporating
CloudinFigure2?

Given the need for organizationsto
devel op acomprehensive knowledge
strategy, does TOC provide a means
by which organizations can tap into
and document itstacit knowledge? If
so, “How?’

For those who attended Eli’srecent
Necessary But Not Sufficient event
inIndianapalis, Indiana, he opened the
event with these two axioms:

1. Technology can bring benefits
if and only if it diminishesalimi-
tation.

2. Long beforetheavailability of
the technology we devel oped
modesof behavior, policies, mea
surements, rules to help us ac-
commodatethe limitation.

Do they relate to the Evaporating
CloudinFigure2? If so,inwhichway
do they relate? Your comments are
welcome. If you would like to com-
ment on this article, please submit
them to Rika Visser at
rika.visser@goldratt.com or me at
steve.simpliciano@goldratt.com.

Happy Holidays and Best
Wishesfor a prosperous New
Year,

From theeditorial staff of the
TOCTimes




