
Process Of On Going Improvement (part three)


CIRAS - TOC - Fundamentals

Holistic, Predictive, and Proactive

TOC is an overall management philosophy. Properly applied it considers the entire system: all "internal" functional areas as well as all "external" suppliers and customers in the supply chain.

Yes, TOC like Lean is prescriptive with its 5 step Process Of On Going Improvement: 1) Identify; 2) Exploit; etc. TOC is, at the same time, predictive. Dr. Deming said management is about prediction, and TOC fills that bill well. What do I mean?

The TOC practitioner knows that at the same time the current constraint is identified, it is absolutely necessary to predict what will emerge as the next constraint. Suppose the current constraint is in the production, and machine "A" is currently the greatest production bottleneck. Now suppose that when the 5 step process is complete, the organizational constraint will shift out of production to the distribution system. In other words, production can now produce fast enough to fill orders – in fact they are able to fill more orders than they could in the past. As a result, the sales department sells more. However, those new customers (and some of the old ones) still don’t get what they want when they want it because the distribution system cannot keep up! The result is likely to be not only a flat spot in the process of continuous improvement, but, probably a loss of some of the improvements already made as dissatisfied customers cancel orders and/or demand financial adjustments.

This is where the proactive element of TOC is important. When it appears that the constraint will shift out of production to distribution in this example (though it could just as easily shift to product engineering or out into the marketplace), this prediction becomes a major factor in determining the tactics and the timing of the 5 step process. The implementation plan will, of course, include the actions needed to exploit, subordinate, etc. to the current constraint. In addition, it will include the actions necessary to verify the emergence of the predicted constraint, and the proper timing to exploit it, subordinate, etc.

In this way, the company is protected from the unexpected negative consequences of success. Too many examples exist where a company improved production flow only to find they have caused themselves to have excess labor capacity. The result is often to lay off the very people who improved the most…and thereby kill, or severely retard, future attempts at continuous improvement. Using TOC methodology properly to predict what the next constraint will be allows the organization to embark on a process of on going improvement!

Strategic

TOC is strategic. Holistically managed TOC companies choose strategically where they want their internal bottleneck to be. The company then aligns its entire structure and manages the entire operation in such a way to maintain that internal bottleneck. In times of market growth they are careful to maintain protective capacity at the non bottleneck resources as they elevate their bottleneck. This constancy of purpose allows these organizations to avoid the chaos that always accompanies the wandering bottleneck phenomenon.

When changes driven by customers, technology, or competitors necessitates a change in strategy, the 5th step in the five step process kicks in: "Do not let inertia become the system constraint." A holistic analysis of the new situation allows the company to strategically choose their new internal bottleneck, and the rest of the tools are there to effectively change the system in support of this new reality.

Convergence?

Today some Lean practitioners are talking about buffer inventories and transfer batches in some circumstances. They are recognizing that many of the tactics of TOC are necessary for a robust process of continuous improvement. Similarly, more TOC practitioners are recognizing that many of the Lean tools are ideal for accomplishing the desired local impact.

As a result, some say that the two philosophies of Lean and TOC are converging in practice—that they are becoming the same thing. In my opinion, and hopefully the readers remembers that I do not profess to be an expert on Lean, there is a growing recognition of the synergy between the two philosophies. Practitioners are beginning to offer companies the benefits of both. However, philosophically, Lean and TOC are still distinct on some key issues, as previously discussed. They cannot totally converge. (Let me note that I have a friend working in the automotive industry who has much expertise in both Lean and TOC. He makes the claim that when the variation in processes reaches zero, then Lean and TOC do converge. Dr. Deming taught us this day will never arrive, so I hold to my assertion that there will always be a need for protective capacity, time buffers, etc.)

Conclusion

The fact that continuous improvement practitioners are making more complete use of TOC and Lean is a very positive development. This trend should accelerate. TOC should be the overall philosophy that management uses to determine and guide their strategy. Lean principles and lean tools should then be applied in the places in the system where TOC detects they will have the greatest impact on achieving the goal. For example, when TOC pinpoints the place where set-up reduction is needed (i.e. at the constraint or at feeding resources that sometimes become a bottleneck), Lean has the right tools to accomplish this, etc.

In virtually all industries today, quality is a given. TQM and Six Sigma tools used to address quality assurance issues must proceed somewhat independently alongside any Lean and/or TOC efforts. Regarding work flow however, TQM or Six Sigma tools should be applied according to the priorities established after TOC has been used to form the strategy and coherent tactics necessary to achieve the company’s goal! Where should variation in process time be reduced? First at the constraint, and then at the non-bottleneck process with the least protective capacity.

An industrial engineer in Turkey named Emin Yeysides (eyeysides@yahoo.com) summarized this topic quite well when he submitted the following via email:

"Every system has at least one bottleneck which limits the system's ability to get more [of its goal]. So every system needs the TOC viewpoint to manage the constraints.  

Every system has unnecessary steps which don’t add any value to the final products. So every system needs to use Lean tools to eliminate them. 

And finally, every system has variations which prevent it from working steadily. So every system needs Six Sigma techniques to find and get rid of them."

http://www.ciras.iastate.edu/library/toc/processimprovement.asp


QUESTIONS TO ANSWER IN CLASS:

1) What negative success have you had?

2) How ‘holistic’ is your education?

3) What are the five steps of ongoing improvement?

4) Remove one constraint in your learning; what happens?

5) What are your internal bottlenecks, why?

6) Write three questions of your own for others to answer in class:

A. ________________________________

________________________________

________________________________

B. ________________________________

________________________________

________________________________

C. ________________________________

________________________________

________________________________

7) List words you didn’t know and their meaning:

A. ___________________  ____________

________________________________

________________________________

________________________________

B. ___________________  ____________

________________________________

________________________________

________________________________

8) List phrases where you don’t know the meaning although you know the words:

· ________________________________

________________________________

________________________________

· ________________________________

________________________________

________________________________

9) Write two (2) more True / False statements based on the article:

T / F
Emin Yeysides is the author of this article.

T / F
________________________________

________________________________

________________________________

T / F
________________________________

________________________________

________________________________

10) Write two (2) more Multiple Choice statements based on the article:

The Six Sigma:

A. comes after the five step process.

B. comes before the five step process.

C. is a part of lean.

D. is not important to TOC.


________________________________

________________________________

________________________________

A. ___________________ 

B. ___________________

C. ___________________

D. ___________________


________________________________

________________________________

________________________________

A. ___________________ 

B. ___________________

C. ___________________

D. ___________________
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