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“Three Rules of Work: Out of clutter find simplicity;  
From discord find harmony; In the middle of difficulty  
lies opportunity.” 

—Albert Einstein 
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360 Degrees of Complexity 
 
 
Whether you are a C-level executive, a group manager re-

sponsible for R&D or marketing, or a project manager respon-
sible for a new product development team, you face unprece-
dented complexity and pressure in your business today: 

• From customers demanding new solutions, higher 
quality, lower costs, and wider availability 

• From global competitors intent on disrupting markets 
• From employees expecting unprecedented flexibility, 

benefits, advancement, and compensation 
• From governments playing a wider role in how you 

operate 
 
And let’s not forget shareholders, whose expectations for 

growth are increasingly difficult to achieve, given all of the 
other demands you face. With that kind of pressure, it feels 
like there is no end in sight. 

Of course, it shouldn't be a surprise that the expectations 
are so high. On average, companies that depend on new prod-
ucts for growth spend 3.6% of net sales on R&D– sometimes 
several times that in new technology markets. However, most 
companies struggle to see the new product growth they need 
from that investment. In fact, 50% of CEO's rate their innova-
tion return as unsatisfactory.1 

For most companies, that means a stunning 35% or more 
of net income goes toward R&D, without delivering the level of 
growth needed to meet those rising expectations. Even more 
startling is the fact that we squander over $75 billion dollars 
on innovation that doesn’t deliver every year in the U.S. manu-
facturing sector alone.2 

“Why should anyone be struggling to achieve improved re-
turns?” you may wonder. After all, there are so many strategies 
available: There’s open innovation, disruptive innovation, cus-
tomer-focused innovation, business model innovation, strateg-
ic innovation, game-changing innovation, outcome-driven in-
novation, agile innovation, voice of customer, quality function 
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deployment, lean product development…Well, you get the 
idea. 

If you’re like most companies, you’ve tried some of these 
approaches, maybe even with good results initially, only to see 
them go by the wayside when the next big idea comes along. 
There are so many concepts out there and so many levers to 
pull that it’s easy to become enamored with a new approach, 
only to find it doesn’t fit your situation as well as you thought 
it might. So, how do you make sense of this complexity, choose 
the ideas that will have your desired effect, and then move 
from concept to execution in order to develop the innovation 
culture you are seeking? 

The fact of the matter is that innovation will always be 
complex. However, making improvements to it doesn’t have to 
be. Year after year, companies squeeze extra productivity out 
of their manufacturing and even their service organizations. 
Yet, few know how to do the same thing with their innovation 
process—systematically extracting more and more from the 
innovation resources they already have. While we seldom hear 
about them, such companies do exist. Even with the issues it 
faces today, Toyota is one example of a company that has con-
tinually improved its innovation capabilities. Even with R&D 
spending significantly below most of its peers, it manages to 
outperform the competition.3 

In fact, the single most powerful way to drive new product 
improvement is to implement a systematic framework for  
improvement. Using a time-tested approach will help you fo-
cus your efforts and drive continuous improvement in your 
new product process: improvement that will increase profits 
and reduce the delays and cost overruns that plague  
companies everywhere. 

Simplifying Innovation reveals how you can take the com-
plex subject of innovation and use a simple, high-leverage ap-
proach to drive continuous improvement of your new product 
results. It’s based on Theory of Constraints (TOC)—a proven 
and well-established approach for manufacturing improve-
ment that is now being used to systematically deliver innova-
tion gains with the new product development resources that 
companies already have in place. 

Companies have realized gains ranging: 



3 | P a g e  
 

• Up to a 50% reduction in new product development 
time, from start to finish 

• As high as a 100% increase in net profits on new  
products 

• As much as a 20% reduction in overall development 
expenditures 

 
Throughout the following chapters, you’ll be introduced to 

Barrister Industries and the new general manager of one of its 
divisions, Maggie. A fictional company struggling to get its new 
product innovation working again, Barrister’s story demon-
strates the issues companies like yours face every day and how 
a systematic framework can help you address them. While the 
underlying problems that Barrister faces may be complex, 
through them, you’ll learn how TOC can simplify any situation. 
You’ll also learn a straightforward, five-step approach for iden-
tifying the bottleneck in your new product process, uncovering 
the core issues that constrain it, and engaging your team to 
drive improvements in new product development speed and 
impact. 

Don’t worry about trying to keep track of the details as the 
story progresses. Throughout key chapters, you’ll receive 
enough information to reveal how the process unfolds. 

Inspired by Eli Goldratt’s approach in The Goal, the busi-
ness novel format takes readers beyond the words and into an 
experience of the framework. However, some readers prefer a 
more traditional approach, so we included an overview at the 
end. Part V summarizes all of the elements of the story into a 
concise outline of the entire system and the keys to using it 
within your organization—what we call the Guided Innovation 
System™: a high-leverage, step-by-step process that you can 
implement immediately to begin getting more profits from 
your new product investment. 

Some readers may prefer to read the summary in Part V 
first and then refer to it throughout the story. If you’d like a 
printout for making notes, you can download a copy of the 
summary as well as other useful resources at: 

 
                              See full version of book for URL 
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Special Note for the TOC Community 

 
 
 
For my colleagues in the field of Theory of Constraints, you 

will undoubtedly find that the first half of this book covers ma-
terial that you are already quite familiar with but is important 
background for the majority of readers who will be new to 
TOC. 

To help establish realistic expectations, I didn’t write 
Simplifying Innovation to reflect the leading edge of TOC 
thinking. Rather, I wrote it to reflect the synthesis of TOC 
fundamentals with the latest in new product development and 
marketing concepts and practices. My purpose is to advance 
the art and science of innovation management so that 
companies can get more impact from their R&D investment—
to bring the power of the TOC thinking processes to helping 
companies focus and select the right tools for driving 
improvement in speed to market and new product profits. 

I hope you’ll join me in recognizing the value of expanding 
the application of TOC and in welcoming others into the TOC 
community. I hope that Simplifying Innovation inspires you 
to pursue further applications as well. 

For those of you who are new to TOC, but are intrigued and 
want to learn more, I would direct you to the Theory of Con-
straints International Certification Organization. The TOCICO 
is a global not-for-profit certification organization for TOC 
practitioners, consultants and academics. It develops and ad-
ministers certification standards and facilitates the exchange 
of the latest developments in the TOC body of knowledge. 
Their website is www.TOCICO.org 
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The Story 
 

Part I - Seismic Shift 
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Epicenter 
 
 
Maggie Edwards sat in stunned silence with the rest of the 

shell-shocked executive team. It was 4:30 on a Friday after-
noon and they were scattered around a conference table in the 
large, modern stainless and glass office of Doug Stanton, Pres-
ident and CEO of Barrister Industries—the office where J. 
Randolph Barrister III, the company's third generation chair-
man and largest shareholder, had just dropped the bomb. 

“Thank you all for coming, and let me get right to the point. 
Barrister Industries has just signed a letter of intent to sell the 
TerraGrafix division, your division, to a leading competitor. 
We will be announcing the agreement Monday and, barring 
unforeseen problems, we intend to close the sale to Globalgraf 
30 days from now.” 

Looking around the conference table at the rest of the ex-
ecutives, Maggie saw that everyone else had the same look of 
disbelief. Her mind was racing, so much so that she barely 
heard anything else he said. What's going to happen to every-
one I know? Why would they let go of one of the most profita-
ble companies in the Barrister portfolio? How did they man-
age to keep this quiet? On second reflection, the division con-
troller didn't seem surprised at all and was instead looking 
down at his lap. He had probably been carrying this burden for 
some time, providing the necessary financial information re-
quired for due diligence. 

The CEO took over from there. “Thanks, Randy. As you al-
ready know, this has been a difficult year for Barrister Indus-
tries. Several of our core divisions were heavily dependent on 
automotive, and I'm afraid that the recent downturn has been 
an enormous drain on cash flow.” Shaking his head with a ge-
nuine look of humility, Doug said, “Far worse than I could 
have ever expected.” 

“While TerraGrafix has been a gem in the Barrister portfo-
lio, I'm sorry to say that we are being forced to take this step to 
keep the entire company solvent. For the greater good, you 
might say–as little solace as that might be to all of you.” 
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It was all becoming clear now. Randy Barrister had been 
determined to take the company to a higher level than pre-
vious generations had ever dreamed. Initially, his acquisition 
strategy had gone well, but several underperforming acquisi-
tions and mounting debt obligations had begun to unravel his 
vision. Now, with the economic slowdown, those obligations 
had become stifling. TerraGrafix was one of the only divisions 
performing well enough to provide the cash infusion needed. 
Barrister was selling off one of its prize cows to save the rest of 
the farm. 

“The leadership at Globalgraf is committed to retaining as 
much of the staff as possible. Therefore, we will be setting up 
interviews in the coming weeks so that their integration team 
can get to know your people and their capabilities. While I 
can't say for sure what that means for all of you as part of the 
executive team, I can reassure you that we have set aside a ge-
nerous reserve for transitional retention and severance.” 

There it was. The folks in this room weren't born yesterday. 
They knew that many of their colleagues around the table and 
some of the people who worked for them would become ‘syn-
ergies,’ a euphemism the merger and acquisition trade used for 
firing people in redundant job positions. 

After all, Globalgraf wouldn't need another Manufacturing 
VP. No, there would be some sort of interim agreement where 
Maggie would help to transition products to the new facility, 
but eventually, she would be out of a job—with a severance 
package, but still out of a job. That was something Maggie 
hadn't faced since she had graduated from engineering school, 
almost 20 years ago. 

During the next 20 minutes, Doug went on to explain what 
would be happening in the next few weeks and how Globalgraf 
wanted to handle employee and customer communications. 
After taking questions, he adjourned the meeting. While the 
rest of the battered executive team exited the room, he pulled 
Maggie aside. “Can I ask you to stay for a few minutes longer?” 

“Umm…Sure, Doug,” she replied. What could this be 
about? 
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Attenuation 
 
 
As the last of the group filed out, Maggie stood in the small 

reception area outside of Stanton's office, staring at a display 
of products from each of the divisions. Several minutes later, 
Randy Barrister emerged from Doug's office, nodded uncom-
fortably in Maggie's direction, and without making any eye 
contact, hurried down the hallway. 

Doug stepped out to welcome her. “Come on in, Maggie.” 
Then, closing the door, he gestured toward two chairs at the 
corner of the large conference table. “Please, take a seat,” he 
said. After they were seated, he continued, “Maggie, first off, 
let me say that I feel just terrible about what we’ve had to do. I 
want you to know that we really appreciate all you've done for 
us over the years at TerraGrafix.” 

Well, you certainly have an odd way of showing it, she felt 
like saying, but just smiled. 

“In a growth industry, you've done an amazing job of deli-
vering increased capacity year in and year out, as well as man-
aging the addition of new capacity.” 

Normally, she might have been flattered, but today was 
anything but normal. Where is he heading with this? 

“As I hope you can appreciate,'' he said, “I can't get in the 
middle of things right now between you and Globalgraf, but I 
know you're sharp enough to have already figured out that 
they may not need another head of manufacturing.” 

She nodded. So my speculation wasn't too far off. 
“Well, their leadership is pretty sharp, too, so I expect that 

they'll try to find some kind of position for you. But if they 
don't have an opportunity that interests you, we should talk.” 

“What do you have in mind?” 
“Direct and to the point, Maggie, that’s part of what I’ve 

always respected about you,” he smiled. “While I'm afraid I 
don't have a manufacturing leadership role that I could offer 
you, I’m going to need someone that could lead a product de-
velopment push. I can't really say too much more. Just prom-
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ise me that you'll come and see me if they don't have a role for 
you after your transition obligations wind down.” 

Unsure of what to think, but knowing that it was best to 
leave all her options open, Maggie agreed to stay in touch. She 
made her way out of the headquarters building and got into 
her car for the short commute home. 

What was Doug smoking? she wondered as she accele-
rated out of the parking garage. I'm a manufacturing execu-
tive, not a PhD. What in the world do I know about creating 
new products? Besides, he'd just sold the division that she had 
spent years helping to build. Why should she want to help 
him? She shook her head, No, it’s not right to think that way. 
Doug was simply doing what he had to do in order to protect 
the company and save thousands of jobs in the other divisions. 

Realizing she’d been driving far too aggressively, she took a 
deep breath to calm herself. As she entered the historic district 
where she and her family had recently purchased and begun 
restoring a rambling, old turn-of-the-century three story, her 
thoughts turned to how she was going to break the news to 
them… 
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Salvage operations 
 
 
The sale of TerraGrafix stormed ahead faster than anyone 

expected. In her usual style, Maggie was so busy and involved 
in ensuring a successful transition that she had nearly forgot-
ten the CEO's invitation to come back and talk with him. But 
as Doug Stanton had predicted, the Globalgraf team was sharp. 
They recognized Maggie's talent and energy, and two weeks 
before the end of the transition period, George Malone met 
with her to offer her a new position. 

 “Maggie, Globalgraf can use someone like you, but I un-
derstand that you're not interested in relocating to our head-
quarters.” Maggie swallowed, then nodded in agreement. 

“Unfortunately, that means we can't offer you a position 
heading up manufacturing. But, we still think that you can play 
a key role in our organization.” Maggie leaned forward, show-
ing her interest. 

“Globalgraf needs someone who can ensure that each plant 
learns from and applies industry standard best practices. We 
think you’d be a perfect fit.” He smiled warmly as Maggie 
waited silently. 

“The position would be at your current level and would al-
low you to stay on without relocating. Of course, there would 
be a little bit of travel. You’d have to visit the various plant lo-
cations approximately three weeks out of every month.” 

Three weeks is a little travel. I’d hate to hear what you 
think is a lot of travel, she almost groaned. 

“So tell me, Maggie. What do you think?” 
Searching for a way to buy more time she said, “It’s a very 

kind offer, George, and sounds like quite an interesting role. Of 
course, it would be a big change, so I’m sure you’ll understand 
that I have to talk it over with my family.” 

Looking a little surprised, George said, “Oh yes, please take 
some time to discuss it at home.” 

After they had said their goodbyes, Maggie sat down and 
reflected quietly in her office. This isn’t going to go over very 
well at home…  
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False start 
 
 
By the time Maggie helped her twin nine-year-olds, Luke 

and Leo, finish their math homework, it was time to send them 
to bed. With the twins settled, she stopped and said goodnight 
to her twelve-year-old daughter, who was finishing homework 
in her room while simultaneously engaging in a rapid-fire text-
ing conversation. Sophia had always been a cute kid, with the 
same auburn hair and fair complexion as her mother and 
grandfather. But, she also had her father's deep blue eyes, and 
Maggie realized what a striking young woman she was becom-
ing. 

“Don't stay up too late, Sophia,” she said. 
Of course, that elicited the slightest of eye rolls, as if to say, 

“Mom, I'm not a little girl anymore.” But, “Okay, Mom,” was 
the dutiful reply. She was getting to that difficult age, but she 
was still a good kid. 

Finally, with everyone tucked in safely for the night, Mag-
gie plopped into bed next to her husband, Jeff. Holding a glass 
of wine, she let out the faintest of sighs. 

“Okay, Maggs, out with it. You've been distracted all night. 
What's up?” 

She smiled at how well he could read her. “Do you remem-
ber that conversation we had about my meeting with Doug 
Stanton at Barrister?” 

He chuckled. “How could I forget? Hi. Your division has 
been sold. Don't let the door hit you on the way out.” It was 
only natural that Jeff wanted to defend his wife. As her hus-
band, he wasn't exactly going to be sympathetic to Barrister 
Industries' situation. 

“Jeff, it wasn't quite like that. Anyway, I’m referring to the 
part where he said that he was sure Globalgraf would try to 
create a role for me.” 

“But Maggie, we already agreed that we're not relocating. I 
have tenure in the school district, and with Sophia in middle 
school…” 
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“No disagreement,” she interrupted, putting her hands up 
in mock surrender. “Actually, they've offered me a challenging 
new position that allows me to stay here in town.” 

“But…?” he coaxed, as if he was reading her mind. 
“But it would include some travel. Well, actually lots of tra-

vel—as much as three weeks a month.” 
“Is that really what you want?” 
“Well, I really like the idea of helping all the different loca-

tions improve, and we do have a lot of expenses. But, I just 
can't see how a life jetting back and forth between plant loca-
tions would be good for us.” 

Relief seemed to spread across Jeff’s face for a brief mo-
ment before he asked, “What about your other options? 
Couldn't you talk to some of other companies here in town?” 

“Jeff, with the economy the way it is, most manufacturers 
are pulling back. Plus, when I step back and look at it, anything 
I did find would probably just be more of the same thing that 
I've been doing for years now.” 

“Maybe you could take the Globalgraf position, just to stay 
busy while you look for something else.” 

“Yeah, but you know me. I'm worried I'd get too busy and 
wouldn't spend enough time looking outside. Before you know 
it, we'd be a year into living apart.” 

“Yeah, I’ve seen that enough times before,” he smiled. 
“Maybe you could just take some time off and supervise the 
contractors here at the house.” 

“That would be great, but you know what this is costing.” 
They had maxed out their credit line with a mortgage on the 
house and then a second for the authentic restoration they had 
always dreamed of doing. “Besides, at the least, I'd like to be 
able to send our kids to junior college,” she laughed, remem-
bering the commitment they’d made long ago to make sure the 
kids got a top quality education. 

“I'm sure the contractors will be relieved to hear that,” he 
teased. 

“Hey! Take that back,” she said, punctuating the request 
with an elbow to his ribs. 

Okay, okay… I know you'll think of something, Maggs.” 
And with that, she snuggled into his chest to think about 

her options.  
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Fresh perspective 
 
 
The next morning, Maggie woke early, resigning herself to 

the fact that there was far too much weighing on her mind to 
sleep. Jeff didn’t stir as she put on her workout gear, but their 
rescue American Pitbull Terrier, Sweetie, opened up one eye 
and yawned as if to say, “Really, it's not even light yet.” 

After making her way down to the kitchen, her eyes took in 
the room and she realized for at least the hundredth time how 
much she liked the way it had turned out. While their goal was 
to do an authentic restoration of the old house, the kitchen was 
one of the first rooms they’d tackled, deciding they would de-
tour from their plan by adding all of the modern conveniences, 
including a large center island. The result was a warm, cheery 
décor, which had turned into an inviting family hub. 

Unfortunately, it was too early for the automatic coffee 
maker, so Maggie pulled on her running shoes and stepped 
outside with Sweetie in tow. When the now fully awake dog 
was finished with her business and had done a quick squirrel 
patrol, they took off on their run. She really enjoyed running in 
the cool morning air, with the muscular dog loping along by 
her side. 

Forty minutes later as they made their way back up the dri-
veway, Maggie realized that she didn't remember any part of 
the run. That's what she had hoped for—that focused feeling 
she got from running that automatically allowed her mind to 
go off and process things on its own. 

As she stepped inside the house, she inhaled the aroma of 
freshly brewed coffee. The exhausted dog, recognizing that the 
smell wasn't food, quickly laid down for a nap on the kitchen 
rug. Maggie tucked the morning newspaper under her arm and 
poured a cup of coffee in her favorite mug. It was the one So-
phia had made in a craft class at summer camp back before her 
parents had become a point of embarrassment. If what her 
friends had all told her about adolescence was true, the next 
few years would feel like they were as long as the first twelve. 
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Maggie hopped onto the stool at the island counter. As she 
sipped the intensely dark brew, she was reminded of child-
hood: of coming downstairs early to find her father having dry 
toast and coffee before heading to his shift at the mill. As a 
steelworker, he'd managed to give them a good life, but it 
hadn't been easy. As American industry struggled, he vowed 
his children would get the university education he didn't have. 
Joseph Sullivan had beamed when his daughter Maggie gradu-
ated near the top of her class in engineering school and then 
again when she'd gotten her masters in business. He was espe-
cially proud because she had insisted on working at an assem-
bly plant to help pay for the first two years of undergraduate 
school and had become a paid co-op student after that. He had 
died two years ago, and as she sat in the kitchen she still 
needed to pay for, she wondered what he would have thought 
about her situation. 

As she sipped her coffee, Maggie finally realized that she 
had been ignoring the offer that Doug had made. “I guess it 
wouldn't do any harm to talk,” she said aloud. Sweetie opened 
an eye to assess whether the remark was directed at her and, of 
course, whether it might be accompanied by food. As Maggie 
opened up the paper, she resolved to share Stanton's offer of 
sorts with Jeff when he came downstairs. She knew he'd still 
be skeptical about Barrister Industries. But she also knew he'd 
agree that it couldn't hurt to talk. It was time to hear what 
Doug had to offer. 
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Aftershocks 
 
 
“Thanks for fitting me into your busy schedule, Doug,” said 

Maggie as she took a seat again near the corner of the large 
conference table. 

“Maggie, I'd almost given up hope that you would call. Can 
I offer you some coffee?” he asked, gesturing to the tray that 
his secretary brought in before Maggie arrived. 

“Please. That would be great.” 
After pouring two cups, he smiled and continued. “I 

thought that Globalgraf might have come to their senses and 
made you an offer that was too good to refuse.” 

She wasn't quite sure what to think about Doug, but she 
launched in anyway. “They did, but...honestly, I’ve already told 
them that I'm not going to take it. There was just too much 
travel involved.” 

“I'm sure they're disappointed,” he said with sincerity 
mixed with a tinge of satisfaction. “Up until now, I couldn't say 
much because I had an obligation to let Globalgraf make you 
an offer first. But, it would seem that's behind us now. Maggie, 
the reason I wanted to talk is that I have a real product devel-
opment mess in the Dynamic Fluid Technologies division.” 

With the sale of TerraGrafix, Dynamic Fluid Technologies 
was the second largest division of Barrister Industries. DFT’s 
core business was products for water treatment and filtration, 
ranging from small home filtration units all the way up to large 
municipal and industrial treatment and measurement systems. 

“I need someone to help get new products moving again.” 
“Okay…” Maggie wasn't sure where Doug was heading. She 
certainly didn't have any experience in product development. 

“Maggie, I think you'd be a perfect fit, and I'd like to offer 
you the position of Executive Vice-President and General 
Manager for the DFT division with a nice bump in salary and 
the next level in bonus, as well. Roger Huntley, the current VP 
and GM, is being moved to the position of business develop-
ment where he will report to me.” 
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Maggie hadn't really known what to expect today and had 
thought they might just end up kicking around some possibili-
ties. She certainly hadn't expected this. 

“How’s Roger going to respond?” 
“He’s had a year to act, Maggie, and frankly, his only re-

sponse has been to crack the whip and place blame. We both 
know that doesn’t work.” 

“But, Doug...” 
Raising his hand, he stopped her. “You're going to tell me 

that you don't have any experience with new products. I know 
that already, but I'm not concerned. I'm looking for a fresh 
perspective. I know you offer that. Not only that, but you know 
the ropes at Barrister. Most importantly, you have a track 
record that demonstrates your innate ability to improve 
processes.” 

“But product development is more of an art, isn't it?” 
“At least that's what the folks around here are always tell-

ing me,” said Doug. “Frankly, though, I'm sick and tired of 
hearing that we can't ask for more—that increasing our organic 
growth and getting more out of our new products is going to 
require increasing our investment. At the other end of the 
spectrum, there are those on the leadership team who think it's 
hopeless and would like to slash R&D spending or outsource it 
completely.” 

Her radar went up. “You're not asking me to swing the hat-
chet, I hope! That's not what I'm about.” 

“Easy there, Maggie...Again, I respect your directness, I re-
ally do, but that's not at all what I was thinking,” Doug said, 
quickly putting her at ease. “No, there are two contradictory 
assumptions here. One is that we need to cut R&D costs to be 
more profitable. The other is that we need to get more out of 
our R&D investment. I want to see what we can do to prove the 
second one.” 

Maggie's curiosity picked up, “Well what kind of problems 
are you seeing?” 

“Honestly, I'm not thrilled with the new product growth in 
any of our divisions, but the delays at DFT have become unac-
ceptable,” he grimaced. “Not a single project is on time, every 
program is over budget, and less than half of their projects 
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make it to market. And those that do, well they rarely meet 
their sales projections.” 

 “Doug, this sounds like quite a challenging opportunity, 
and I certainly appreciate the vote of confidence, as well as the 
increase. But initially, wouldn't it be a better idea to make this 
a VP position?” It sounded like there were enough challenges 
without raising expectations and creating tension with Roger. 
Maggie might have an ego, but it was fed by accomplishment, 
not by titles or organizational power. 

“No, Maggie, I want there to be no question. You’re here to 
make some changes, and you’ll have my full backing.” 

For the rest of the hour, they sorted out the details. As they 
wrapped up, Maggie asked what J. Randolph Barrister III 
thought about the situation. “I have the feeling Randy might 
not be as gung ho as you are on this move.” 

“You don't miss much, do you?” he said. “Since you asked, 
I'll be straight with you. Randy isn't a supporter of this change, 
and I already told you there are members of his team pushing 
to cut heads. He thinks Dynamic is in a mature market and 
may not be able to recoup its R&D investment. He's willing to 
let me try this, but I can't guarantee you that he won't pull the 
plug if he doesn't see improvements soon.” 

“Well, I appreciate your candor,” she responded, not sure 
that she knew what she was getting herself into. But, after a 
moment, she looked him in the eye, offered her handshake and 
said, “Alright, Doug, I’ll do it. I'm still not sure I know anything 
about new products, but I'll give it my best.” 

“I'm counting on it,” said Doug as he walked her to the 
door. 
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Counting down 
 
 
A few days later, Maggie finished her part in the TerraGra-

fix transition. After all of the congratulations, well wishes, and 
farewells, she packed her belongings and headed home. It felt 
strange knowing that she wouldn't be coming back, but she 
was also looking forward to the challenge ahead at Dynamic 
Fluid Technologies. It had been a long few months, though, 
and before taking on a new challenge, she needed to reconnect 
with her family and recharge her batteries. Since her job 
change coincided with a school break, she and Jeff had decided 
to spend a week’s vacation at a cabin in the North woods, en-
joying some unplugged living and time in the great outdoors. It 
was something they hadn't been able to fit in often enough 
during the past few years, and she suspected they might not be 
able to do again for some time. 
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The Story 
Part II – A Different Take on the Goal 
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Butterflies 
 
 
Week 1 - After a relaxing week of vacation, at least as relax-

ing as keeping 9-year-old twins from finding new ways to tor-
ment their adolescent sister can be, it was back to the reality of 
home life and business responsibilities. As she drove to work 
for her first day at Dynamic Fluid Technologies, Maggie was 
surprised to find that she had butterflies. It reminded her of 
her first day at a new school. 

Maggie arrived at the main DFT facility at 7:15, after the 
plant’s shift change, but well before most of the staff was due. 
The fact that Maggie had worked at TerraGrafix made her em-
ployment check in relatively easy. She picked up her security 
ID which was waiting at the reception desk, noting that she 
had never liked the photo they had pulled from her file. Since 
Maggie was the new GM, the security officer assumed they 
could skip the review of the facility's safety rules and emergen-
cy procedures, but Maggie insisted that everyone had to go 
through them. “Even Mr. Barrister,” she laughed, as the guard 
rolled her eyes, indicating that would never happen. After-
wards, they grabbed a cart and unloaded several boxes out of 
Maggie’s car and wheeled them into her new office. 

Located on the third floor, the office was far nicer than 
Maggie had expected. She certainly hoped they hadn’t relo-
cated Roger. If they had asked her, she would have told them 
to let him have the nicer office. She didn’t need to throw gaso-
line on what she already expected to be a volatile relationship. 

She spent the next few minutes putting away her personal 
effects and placing family pictures where she could see them. 
Before leaving on vacation, she had contacted Nancy Grimes, 
her new assistant, and given her a list of the operating reports 
and resource books she would need. Nancy had already effi-
ciently arranged all of the reports on her desk. There was also a 
selection of books on innovation management, which Maggie 
spread out on the credenza behind her desk. She made no pre-
tense about it—she didn't have any experience with new prod-
ucts and to try to hide that would be foolish. Maggie was here 
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strictly because of her record of accomplishment in successful-
ly running operations and her experience with improving 
processes. But she also knew that wouldn't be enough. 

Just then, she heard a knock on the frame of her open 
door. “Hi, I'm Nancy. You must be Maggie. I wanted to wel-
come you and make sure that you have everything you need.” 
She had an effusive smile and her white hair gave her a slightly 
grandmotherly appearance. Maggie had a feeling she could 
trust Nancy to look out for her. 

Maggie had set an aggressive agenda for herself. Over the 
next week, she wanted to meet with most of the management 
team at DFT. Nancy gave Maggie a list of the meetings that she 
had been able to schedule. Looking at the list, she saw it was 
going to take a little longer than she had hoped. 

“Sorry I couldn't get all of your meetings scheduled as soon 
as you wanted, but people around here stay pretty busy. What 
is it they say? Idle hands are the devil’s playground or some-
thing like that.” 

“Well, you’ve given me plenty here to stay busy myself,” 
Maggie smiled while gesturing at the reports. 
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Kick-off 
 
 
Maggie started by reading over some of the reports that 

Nancy had pulled together, and before she knew it, her 9:00 
reminder sounded, alerting her it was time for her kick-off ses-
sion with Doug Stanton and all of her new reports. Included in 
the group were the directors for Product Management, Re-
search & Development, Sales, Supply Chain, Finance, and 
Human Resources. 

Even though he was visiting China, Doug had been gra-
cious enough to introduce Maggie at the beginning of the 
meeting by video conference. “Good morning everyone, or af-
ternoon or evening–whatever it is there,” he joked. “I’m afraid 
the customers I’ve been visiting have a penchant for long din-
ners and strong drink. You’ll have to forgive me if I seem a lit-
tle sleepy.” He explained that while DFT was performing well 
at the time being, his role was to look ahead. He was quite con-
cerned with the new product pipeline and what wasn’t coming 
out of it. He wasn’t pulling any punches there. That’s why 
Maggie was joining from TerraGrafix as the new EVP and GM: 
to bring her strong, continuous improvement skills to bear on 
the situation. Wrapping up, he said, “So, this morning, I want 
you to welcome Maggie to DFT. I know that all of you will give 
her your full support in continuing the strong operational per-
formance that you’re known for and in also delivering the 
strong, new product results that I know you are capable of.” 
With that, he made a few final remarks and turned the meeting 
over to Maggie. 

“Thanks for the kind introduction, Doug. I really appre-
ciate you taking the time to join us from Guangzhou this morn-
ing, or evening, or whatever it is for you.” After Doug signed 
off, Maggie spent a few minutes describing her expectations, 
her management style, and her immediate objectives. She 
hoped that would allay most fears about wholesale changes. 
They spent the rest of the meeting with each manager giving a 
brief overview of their responsibilities and top challenges. 
  



26 | P a g e  
 

 
 

Finding motivation 
 
 
Back in her office after the kick-off session, Maggie contin-

ued to work through her stack of reports. She was particularly 
concerned with the new product pipeline report. Doug had not 
been exaggerating about the delays. She was almost over-
whelmed by the sheer number of projects they were trying to 
run and couldn’t make any sense out of the way they’d been 
prioritized. And if this report was any indication, most of the 
projects didn’t have very clear objectives, either. Her first in-
clination, after reviewing the new product pipeline, was to take 
drastic action, but she knew that to keep people on board, she 
would have to proceed carefully. 

Maggie's only one-on-one meeting that day was at 1:00 
with Dr. Manoj Gupta, the head of R&D for DFT. She was glad 
to be speaking with him first. She would have been surprised if 
Doug’s comments this morning hadn’t made him uncomforta-
ble—especially after reviewing the pipeline. 

“Please, call me Manny,” he said when they met. “I hope 
you don't mind if we walk while we talk,” he said. “I'd like to 
show you the R&D facilities and introduce you to some of my 
team.” 

Maggie hadn't spent much time around the R&D folks 
while at TerraGrafix and wasn’t sure what to expect from 
someone with a Ph.D. in fluid dynamics. She was delighted to 
find Manny very likeable and engaging. He was very early in 
his career, at least five years younger than Maggie, but his 
prematurely white hair made him appear quite distinguished. 

As they talked, Maggie felt like she struck a raw nerve 
when she asked, “Manny, can you tell me a little bit more 
about the delays we're seeing in product development?” 

“Maggie, my team is absolutely stretched to its limit. I've 
worked very hard for the last year and a half, since coming to 
DFT. We try to get to everything that Marketing and Sales 
want, but there are only so many hours in a day! To get any 
more done, we would need more people,” he said flatly. Maggie 
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would have expected anger or frustration, but if anything, he 
expressed resignation. 

Having reviewed his file before the meeting, Maggie knew 
that Manny had come from a competitor to replace the pre-
vious R&D manager at DFT, who had lasted just two years. She 
wondered if there was a pattern there. It was an attractive 
promotion, giving Manny an opportunity that probably 
wouldn’t have been offered anytime soon at his old company. 
Now, it looked like it was getting the best of him. That sur-
prised her, given his previous accomplishments and back-
ground. Something wasn't adding up. 

Glancing around to make sure they were alone, Maggie 
said, “Manny, I want you to know that I fully expect you to 
continue in your role. But, I hope you’re open to change be-
cause a big part of my job is helping you identify where the 
problems are and resolving them.” 

As the R&D lead, Manny could have easily viewed the 
process of change as a threat. While he wasn’t actually admit-
ting that there were any problems, he almost seemed relieved 
to talk about it. She realized the poor guy probably suspected 
she was there to drop the axe on him, but she also suspected 
that many other departments were contributing to the prob-
lem. Of course, Maggie would have to make sure that he wasn't 
just cooperating for the sake of appearances. 

They continued to tour the facilities and talk about the is-
sues the team was facing. As they finished the discussion, he 
said, “Maggie, I assure you I am committed to making this 
work.” 

She hoped so, because she was going to need all the help 
she could get. 
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One down… 
 
 
“Congratulations on your first day as General Manager, 

hon. We knew you’d get there someday,” was Jeff’s toast at 
dinner that evening. “And so quickly, too. Kids, aren’t you 
proud of Mom?” 

“Hooray for Mom,” the twins chimed in while clinking milk 
glasses. 

Even Sophia asked, “So, does that mean you’re in charge of 
everything? Isn’t that kind of scary?” 

“No, dear, your Mom is a great leader. There’s nothing for 
her to be afraid of,” said Jeff. Maggie just hoped he was right. 

After loading the dishwasher, the kids started on home-
work and Maggie and Jeff sat down in the family room to 
watch a favorite home improvement show that they had rec-
orded. “So, tell me,” he said, “What are your first impres-
sions?” 

“Well, it’s too early to tell, but people seem to be awfully 
busy.” 

“Busy is good. Isn’t it?” he asked. 
“Sure. What do they say? Idle hands are the devils play-

ground,” she said, thinking of Nancy’s earlier comment. 
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Enlightened & encouraged 
 
 
The next morning, Maggie met with Danielle Espinosa the 

head of marketing. Petite, but athletic, Danielle exuded energy. 
She and her team of four product managers were responsible 
for deciding which products should be in the line and for pric-
ing and positioning them in the market. Maggie recalled that 
Danielle had studied engineering and had earned her MBA in 
marketing. 

When Maggie and Danielle sat down, Danielle jumped 
right in, “Any ideas on how we're going to get some of the high 
priority programs through the R&D group? I can't see how 
we'll make our numbers in the coming few years if we don't.” 

“I’d love to hear what you think the priorities should be, 
but let's not get ahead of ourselves,” said Maggie. Then, she 
redirected the conversation so they could find out a little bit 
about each other. She also wanted to make it very clear that 
her approach wasn’t to point fingers or assess blame, but to get 
the whole system of new product innovation working more ef-
fectively. 

Maggie continued, “Danielle, what's the biggest issue your 
group is facing from a new product development perspective?” 

“It's definitely time to market. The new W-3000 product 
we launched last month was almost a year late.” 

Maggie had already reviewed each project and had quizzed 
Manny about them, so she was ready for this one. “But I un-
derstand that some of the customer requirements were 
changed during design.” 

“Sure, but when competitors beat you to market, you some-
times have to add features. And always being late means that 
competitors frequently beat you to market!” 

“Hmm,” said Maggie knowing that Marketing couldn't be 
entirely blameless in this situation, but thought it best to let 
her vent. 

“And the process just seems to delay everything. We're 
constantly waiting for gate reviews and the like.” She was re-
ferring to the management reviews between steps in the stage-
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gate development process.4 “I'm all for process, but some folks 
seem to want to use it as an excuse. There's a gate review com-
ing up. Can't do any real work…” 

All in all, it was an enlightening meeting. Danielle certainly 
had some issues with the way things were operating, but for 
the most part, it seemed she had a positive attitude and 
wanted to make a difference. If only all of Maggie’s meetings 
that week could have been as encouraging. 
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Thinly veiled facade 
 
 
She had been dreading it, but on Thursday morning, Mag-

gie arrived punctually for her meeting with Roger Huntley, 
whose office was located at the opposite corner of the building. 
Obviously, Roger couldn’t have been happy about being side-
lined. And she wasn’t exactly happy about him staying on 
where he could easily become a distraction. Well, he had a 
reputation of being great with customers. She could only hope 
that it would work out. 

Roger was on the phone, but he motioned for her to come 
in and then raised his index finger as if to say, “This won't be a 
minute.” From the sound of the conversation, Maggie thought 
that couldn't have been further from the truth. 

“Listen here, Harry. We've got to close this if we're going to 
make the quarter… Let's worry about that next quarter….” 

As she waited, Maggie couldn't help but notice all of the 
pictures displayed around his office. There were a few of fami-
ly, but most of Smilin' Roger hunting, fishing, or playing golf 
with customers. She also recognized Randolph Barrister III 
smoking cigars and enjoying the outdoors with Roger in a 
number of the pictures. This guy was connected all the way to 
the top. She realized now that he’d probably made a lot of 
money for Randy over the years. Doug was really putting it on 
the line to make the change he had. 

After five more minutes, Maggie motioned that she would 
come back another time, but Roger put up his hand and finally 
made a real effort to end the call. 

When he finally hung up, he reached across the oversized 
desk and shook Maggie's hand vigorously. “Maggie, what a 
pleasure it is to have you join our team. Your reputation at 
TerraGrafix has earned you a lot of respect around here,” his 
booming voice was only slightly softened by his stately, south-
ern accent. He had come up through the sales side of the DFT 
business and definitely knew how to turn on the charm when 
he wanted to. 
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They spent the requisite time getting to know each other, 
but when they got to Maggie's agenda, Roger’s demeanor took 
on a slight edge. He got straight to his issue. “Maggie, I've got 
to tell you that the new product delays have become intolera-
ble,” he said while pounding his hand on the table. It was al-
most like he was driving a nail. “I've given up on the ability of 
those boys down in R&D to be able to keep up with what cus-
tomers want. Good luck making any headway with that 
bunch.” He went on to explain that there were several projects 
running over a year late and that nothing big was coming out 
of the group. 

While Maggie couldn't be sure that Roger was the one 
pushing to cut R&D headcount, she knew he wouldn't have 
opposed it. He was looking at retiring in a few years, and he 
probably figured that he could cut R&D by 30-50%, maximize 
his short-term bonus and build his retirement account—all to 
increase short-term cash flow and keep Randy happy. Unfor-
tunately, that would also have left an empty new products 
pipeline and doomed DFT to either divestiture or the slow 
death of continual reengineering. Maggie was determined to 
make sure that never happened. 

As they wrapped up the session, Roger walked her to the 
door, “Now, Maggie, you be sure and let me know how I can be 
of help.” 

While Roger couldn't have appeared any more welcoming, 
the encounter left Maggie with an uneasy feeling. She could 
only hope that he would recognize that her success would add 
to his, but she knew the road ahead would be bumpy. Below 
that gentlemanly southern façade, lurked someone with his 
own agenda. 
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Coming into focus 
 
 
As Maggie spent the following days meeting people across 

the company, she was beginning to see a much more compli-
cated picture emerging. It bothered her that she couldn't yet 
put her finger on the underlying problem. The R&D group in 
particular had some impressive, but very frustrated, people. 
“Innovation takes time. You can't expect us to work any fast-
er,” was the universal chorus. Roger may have wanted to fire 
most of them, but she got the feeling the better ones were al-
ready looking elsewhere. 

Clearly, the group put in long hours. She also noticed that 
they were always busy—having another meeting to attend, ex-
periment to run, or prototype to test. As everyone said, they 
were supposed to be busy—weren’t they? 

That Friday evening, Jeff and Maggie decided to have a 
family night out and treated the kids to their favorite deep-dish 
pizza. Maggie ordered a salad with light dressing on the side, 
but couldn’t resist having a small slice of pizza, too. Oh well, 
she figured, she’d just run an extra mile or so tomorrow morn-
ing. When they got back home, Jeff offered to “entertain” the 
kids for a while so Maggie could catch up on some of her new 
responsibilities. Without saying it, she knew he was offering so 
that the weekend wouldn’t be a complete washout. 

After responding to a few emails needing her immediate at-
tention, she reviewed a few of the innovation books that she’d 
brought home. Two hours later, she still didn’t feel like she was 
making any progress and decided to call it a night. She won-
dered if she would ever be able to make any sense of the dizzy-
ing array of concepts: Customer-focused innovation, value mi-
gration, voice of customer, disruptive technologies, game-
changing innovation, open innovation, outcome-driven inno-
vation, profit pools, blue oceans, green oceans, pink oceans… It 
was all a blur. She felt like such a novice. While she didn’t be-
lieve in shortcuts, Maggie knew she was going to have to find a 
framework—one that would help her make sense of all of this. 
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Serendipitous benefit 
 
 
Week 2 - It was Thursday evening in her second week at 

DFT, and Maggie was driving across town to attend a fundrais-
er slated to benefit the area’s technical college. Normally, she 
didn't make time for these types of events, but since Doug was 
still out of the country, he had mentioned that she might gain 
some good “developmental experience” by representing the 
Barrister companies in his place. 

After arriving at the local art museum, where the fundrais-
er was being held, Maggie presented her invitation and then 
made her way to the bar. Pleased to find that the line wasn’t 
too long, she intended to make a single glass of Pinot Grigio 
last through the entire event. Of course, driving home was al-
ways a consideration, but tonight the most important issue 
was time. She didn’t plan to stay late, hoping to make it home 
before the twin’s bedtime. She already felt guilty about not be-
ing there to help them with their homework and didn't relish 
the idea of being sleepy when she walked in the door. 

Admittedly, Maggie hadn’t had time to visit the museum 
since it had opened four years before, so this was a good op-
portunity for her to peruse its displays. She marveled at the 
generosity of the local manufacturers who had donated many 
of the nicer pieces. Even now, while they were falling on tough 
times, a respectable number of them turned out to support the 
technical college that had been a great source of talent as they 
had built their businesses. 

After bumping into a friend who was still with TerraGrafix, 
the two spent the next hour wandering through the exhibits 
and catching up, stopping intermittently to chat with local dig-
nitaries and faculty from the college. They were discussing the 
tough local economy with the general manager of a local 
stamping plant when Maggie glimpsed a familiar face, stand-
ing just a few exhibits over. When a break in the conversation 
allowed, she excused herself and walked over to greet him. 

Professor Isaac Yulinski was in his early seventies and a lit-
tle on the short side, but exceptionally fit. With a fringe of 
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clipped white hair, a goatee, and little round glasses, he could 
have easily been underestimated, but his intense green eyes 
belied his natural curiosity and energy. 

As he admired a beautiful red and black samurai sword, 
Maggie interrupted his gaze. “Professor Y, I hope you're not 
planning to add that to your collection.” 

“No, swordplay has never been my strength,” he replied. 
Turning around, a warm smile conveyed his delight to see her. 
“Maggie, my dear, how have you been? I haven't seen you since 
we completed the project with your team at TerraGrafix.” 

She could tell that he was pleased to hear her use his nick-
name. Of course, it was easier to remember and pronounce 
than his given name, but she also knew he enjoyed the nick-
name that his students had given it to him because his favorite 
teaching tool was encouraging them to always ask ‘why.’ 

“I'm doing well, thanks. You probably know that I left Ter-
raGrafix after the sale.” She went on to explain the events of 
the last few months. 

When she finished, he asked, “I’m curious, Maggie, why 
did you decide to take on such a different assignment?” 

“I'm beginning to ask myself that,” she laughed. “But you 
know that I love to try and accomplish the impossible.” 

“Indeed, but is this new role really so impossible?” 
“Well, in all seriousness, there's a lot to learn about new 

product development. There's more written on the subject 
than I could have ever imagined,” she said. “It's almost im-
possible to know where to start.” 

“Hmmm…How is the organization responding to the 
change?” 

Well, I'm certainly running into the resistance you would 
expect. You know, the stuff about not being able to treat inno-
vation like an assembly line.” 

“Yes, all acts of creation include an element of art, and ever 
since the industrial revolution, the argument has been one of 
art vs. science. Of course, Henry Ford and others manufactur-
ers of his era faced the same argument almost 100 years ago.” 

“That's right—it was the artisan or the craftsman era, 
wasn't it?” she asked. 

“Yes, if companies had accepted that as fact, we would still 
be buying our shoes from the cobbler. You still can, of course, 
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but they'll set you back a lot more than a pair of Allen Ed-
monds,” he winked as he raised the toe of his shoe. 

“Maybe even Prada,” she laughed. 
“You do have some sort of staged development process, 

don't you?” he continued. 
“Sure, we use a stage-gate process, like anyone else our 

size. But the technical folks just think it’s our way of keeping 
track of them and claim that it only slows them down. They 
may be right. Honestly, I think we spend too much time work-
ing around it.” 

“Why?” he asked, living up to his reputation. 
“Why does it slow them down? Or why do we work around 

it?” 
“Maybe both. It might be the same reason.” 
“Are you saying that we need to change our process?” 
“Oh, my goodness,” he said, looking at his watch. “I'm 

afraid that I'm going to have to get going if I'm going to make it 
to the airport in time. I only intended to make a quick appear-
ance this evening and then be off to spend some time with my 
grandchildren in Portland.” 

“Would it be alright if I walked with you to your car?” 
“Certainly, my dear.” 
As they made their way toward the exit, Maggie asked, “So 

about our new product process?” 
“Yes. Well, I mean the answer is no. I'm not suggesting that 

you change your process—unless, of course, it's limiting your 
throughput.” 

As he looked back, he caught the quizzical look on her face. 
Without breaking stride, he said, “Do you remember the 

work your team did to de-bottleneck the assembly process at 
TerraGrafix?” 

“Sure. I wasn't involved directly. In fact, I still have most of 
the resource materials you provided. But I don't understand 
what that has to do with new products.” She was hurrying to 
keep up as they headed down the wide outside stairs. 

“While new product innovation isn't my area of expertise, 
either, it seems to me that you need a similar approach to sim-
plify improvement of such a complex subject. Maggie, yours is 
an intriguing problem. Tell me, what do you think is the goal of 
innovation?” he asked as they headed across the parking lot. 
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“Hmm…I suppose it must be to achieve some kind of game 
changing or disruptive advantage.” Even as she said it, she 
knew that it didn't feel right. “At least, that's how the corporate 
folks talk about it.” 

“Yes, I think their pay grade must be determined by the 
number of buzzwords they can work into a sentence or how 
complicated they can make a simple idea,” he chided. 

They arrived at his car, and he opened the door. With one 
foot in the car, he leaned toward her to offer his hand and said, 
“I'm afraid it's time to say goodbye.” 

“Just when it was really getting good!” 
“Indeed. But I'm going to leave you to answer that ques-

tion, Maggie. What is the goal of innovation? And how would 
you measure improvement? Think about it. I know the answer 
will come to you.” The wheels were always turning with the 
Professor. “In fact, the more I think about it, the more certain I 
am that elements of the approach that you learned in your 
manufacturing operation apply to your innovation problem.” 

With that, they shook hands, Maggie wished him a safe 
trip, and he was off. 

Maggie looked at her watch and realized that she, too, had 
lost track of time. She headed to her car, knowing she wouldn’t 
make it home in time to help with homework. That was a good 
thing, because she now had homework of her own. 
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Late night reflections 
 
 
Maggie made it home just in time to help tuck the twins in. 

As they walked down the hall to say goodnight to Sophia, Jeff 
asked how her evening had gone. 

“You remember Professor Y, don't you?” 
“How could I forget,” he said holding up a slightly wayward 

little finger. 
“Oh…that's right.” How could she have forgotten? Her six–

foot four-inch bear of a husband had broken his pinky in a 
Tae-Kwon-Do class led by the diminutive senior who hap-
pened to be a third-degree black belt. He'd worn a splint for 
two weeks afterwards. 

“You'll be happy to know he's given up sparring,” she 
teased while kissing the finger. 

“Too many complaints?” he laughed. 
“Probably. Anyway, we had a very interesting conversation 

about getting more from product development.” 
“A conversation? With Professor Y?” 
“Okay, more like him asking questions and me not having 

the answers, but he gave me some things to think about. In 
fact, I'm going to go dig out a few things from the study.” 

He knew what that meant. “Alright, I'll see you in the 
morning then.” 

“No, I'll just be a while.” 
“I've heard that before,” he said gently patting her behind 

as he headed down the hall before she could protest further. 
At least he understands me, she thought as she hurried in-

to the study. Study might have been an understatement. It was 
actually one of the largest rooms in the old house. It was even 
equipped with 12-foot tall floor to ceiling shelves and a rolling 
ladder to reach the upper sections. Unfortunately, in the 
house's recent history, someone had painted the room's 
woodwork. She shuddered to think what a mess it was going to 
be to restore the room to its original mahogany finish. But she 
was glad there was so much shelf space because she was able to 
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quickly locate the cardboard file box of books and notes she 
had been anxiously looking for. 

The work they had done at TerraGrafix used a focusing ap-
proach called Theory of Constraints or TOC. She remembered 
now that the Professor had always said it should have been 
called the Law of Constraints instead, since it was clearly more 
than theory. ‘Just ask the thousands of companies across the 
globe that had used it to drive manufacturing improvement,’ 
he had remarked. 

As she sorted through the resource materials, she also re-
called that much of the literature on TOC was written in busi-
ness novel format. She spread some of the material out on the 
large library table that had come with the house. Eli Goldratt's 
book, “The Goal,” was the seminal work on TOC, and it wasn't 
long before she found the part where Alex Rogo, the main cha-
racter, began his quest to discover the goal of his business. 

There it was. “The goal of any manufacturing organiza-
tion is to make money.” She already knew that, and she could 
see a connection to new products, but she knew there must be 
more. She dug in further, and about thirty minutes later, she 
found the next clue. 

“The goal is to make more money now and in the future,” 
she read aloud, causing Sweetie to open an eye to see what had 
roused her master. This goal related to a manufacturing organ-
ization, but she could clearly picture how it could be applied to 
innovation. The goal of new product development wasn't just 
to make money. It was very specifically to support the organi-
zational goal by ensuring that the company would make more 
money in the future. She'd have to think about what that 
meant to her task of improving new products at Dynamic Fluid 
Technologies, but she knew there was something here. 
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Playing hooky 
 
 
The next morning, Maggie surprised everyone at the break-

fast table by declaring that she was going to work at home for 
the day. 

“Are you sick, Mom?” asked Luke, as his brother, Leo, 
nodded for emphasis. Even Sophia took out her ear buds to 
hear more. 

“No, of course not, I have some studying to do, and this is 
the best place to do it.” Maggie responded. 

“Like school?” This time Leo did the talking and Luke did 
the nodding. 

“In a way, I guess it is,” she said. 
After they got the kids all packed and in the car so Jeff 

could take them to school, Maggie left a quick message for her 
assistant, Nancy, asking her to reschedule a few meetings. 
Then she settled into the most comfortable chair in the study 
to dig through the rest of the material on TOC. Sweetie seemed 
glad to have the company, and after getting her ears rubbed, 
quickly made herself comfortable next to Maggie's chair. 

With all of her other responsibilities at DFT, she didn’t 
have time to devote to this research. Staying home on a Friday 
also made Maggie feel like she was playing hooky, but she 
sensed that what she was working on was going to be very im-
portant in the coming months. 

By the end of the day, she still had a lot to cover, but she 
had distilled some of the key points and laid them out on the 
table in front of her. 

Coming from a manufacturing background, TOC had al-
ways seemed like common sense to Maggie. But, as the saying 
goes, 'Common sense isn't necessarily common practice.' She 
couldn't remember who said it, but they were right. Of course, 
she had not yet seen it applied to innovation, either. Maggie 
couldn't wait to ask some more questions at DFT and see if 
some of these concepts could help them to focus in on their key 
issues. 
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TOC - THE BASICS 

• The goal of any company is to make more money now and in 
the future. (Innovation and marketing working together) 

• Metrics - Real improvement vs. goal achievement is  
measured by the change (∆) in T, I, &OE: 
∆T:  Increasing Throughput - cash flow over and above  

truly variable costs 
∆I: Reducing Investment - cash tied up in the  

business, including working capital items such as  
inventory and accounts receivable 

∆OE  Reducing Operating Expenses - costs of  
running the business, not including raw materials 

• Note that Sales Throughput is preferred metric - not profit 
which depends on allocations that can create distortions. 

• The key to improving performance vs. the goal in any process is 
the step with the lowest capacity, since that is what limits the 
global systems throughput. 

• Constraints are the physical limitations and policies that  
prevent the system from selling more. 
(Bottleneck and constraint are often used interchangeably - pay 
attention to context) 

• Time saved at the bottleneck can rapidly increase throughput. 
• More efficient use of a non-capacity constrained resource does 

not increase throughput– only gives illusion of efficiency. 
• Traditional improvement provides less leverage since it  

encourages improving the entire process, including non-
constrained resources. 

• TOC provides high-leverage improvements – Almost 100% of 
the improvement comes from work done at the constraint. 

• Any Improvement effort must answer four questions: 
1. What is our goal? 
2. What to change - the constraints on our bottleneck? 
3. What to change to - the way we operate the bottleneck? 
4. How to cause the change - involve people that will  

be affected? 
• People resist change if they feel it threatens their  

security - involve them in using TOC to answer these questions 
and they will take ownership for the improvement 
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• There are five focusing steps to achieve high leverage  
improvement: 
1. Identify the constraint 

• Where is uncompleted work stacking up? 
• Where are downstream groups waiting idle? 
• Bottleneck can be constrained by physical  

resources or by our own operating policies  
(self-imposed constraints) 

• Market can also be a constraint (Need to think about 
what this means in relation to  
innovation) 

2. Exploit - how will you operate the bottleneck to get all of 
its capacity? 
(Adding capacity requires investment- deferred to step 4) 

3. Subordinate - how will the rest of the operation help in ex-
ploiting the constraint? 
(Before each step, we should ask if the bottleneck has been 
broken. If it has, we should proceed to Step 5) 

4. Elevate - how can you add capacity to break the constraint? 
(This step usually requires investment) 

5. Start Again - What is the next constraint? 
Prevent inertia from becoming the next constraint 
Evaluate policies put in place to protect the old bottleneck 

 
 

Readers can download a complete set of 
Maggie's TOC notes at 

            See full version of book for URL 
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The Story 
 

Part III – Constructing the Framework 
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Step 1 – Identify 
 
 

 
 
 

Seeing the treadmill 
 
 
Week 3 – After a whirlwind of a weekend spent between 

the twins’ soccer matches and Sofia’s brown belt test in Tae-
Kwon-Do, Maggie was anxious to talk with her team about the 
things she had learned. But the first thing on her agenda for 
Monday morning was to meet Harvey Watts, the head of  
Human Resources for DFT. HR was located on the ground 
floor, two floors below Maggie's office, but she decided to take 
the stairs. When she arrived at Harvey's office, he was sitting 
at a small conference table and talking on the phone. She was a 
few minutes early, but he still motioned for her to come in. 

“Sorry, but I'm going to have to call you back, Phil,” he 
said, ending his call. After hanging up, he turned to her. “Hi, 
Maggie. It's a pleasure to finally get to talk with you one-on-
one. I'm sorry I haven’t been available since your intro ses-
sion.” 

“No problem, Harvey. I'm glad we're getting the chance 
now.” 

They spent the next 20 minutes talking about how things 
had been going since Maggie's arrival, what her objectives 
were, and what she had learned about some of the problems. 
This prompted Harvey to ask, “If you had to boil it down, what 
do you see as the biggest problem so far?” 

“As you know, we need a better return on our new product 
investment, but I’m finding that the R&D folks already feel 
stretched too far—almost to the breaking point. Of course, 
their answer is to add more resources. I guess you can't blame 
them, though.” 

“No, you can't,” he agreed. “But we know that won’t fly.” 
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“Nor should it. Of course, that answer isn't any different 
from the one I always heard when I headed up manufacturing 
for TerraGrafix. But there’s always hidden capacity there.” 

 She paused to reflect. “Harvey, are you seeing requests for 
transfers to our other divisions?” 

“Why do you ask?’ he asked guardedly. 
“Look, I don’t want specifics, but do we have an unusually 

high number of R&D people applying for jobs in other divi-
sions?” 

“Not just in R&D,” he admitted. 
“Honestly, I’m not surprised. Tensions are high, and we 

have some pretty frustrated people.” 
“Do you think they might benefit from training in time or 

project management? You know, to help them get more done.” 
Maggie considered whether that was really what was con-

straining the group and decided it didn't sound right. “Harvey, 
I appreciate your suggestion and eventually that might be 
something that would help. Right now, though, it seems to me 
they might view it as an extra brick on the heavy load they're 
already feeling. That’s probably not ideal for an already 
stressed out group.” 

“I understand. You wouldn't want to give the impression 
that you're just here to get them running faster on the same 
treadmill.” 

“Wow, I like that metaphor. Instead of expecting everyone 
to run faster, we need to understand if there's a root problem 
we're not seeing. If there is, we can figure out how to make sus-
tainable improvements.” 

They spent the rest of the meeting getting to know each 
other. After 20 minutes, Harvey had to head off to another 
meeting. “Well, let me know how I can help. I'll be happy to 
pitch in if there's any kind of training or job redesign that 
would help,” he said as he hurried off. 
As Maggie walked back to her office, she couldn't get the 
treadmill image out of her head. She could see the new product 
group all pounding away on treadmills, with Manny out in 
front. Busy, busy, busy, but going nowhere. It wasn’t just the 
R&D group, either. It wasn’t working, and she knew there was 
a different approach. They just had to find it.  
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No time like the present 
 
 
Upon returning to her office, Maggie noticed a new pink 

message slip on her desk. Damn, she almost said but caught 
herself. The Professor had called, and Nancy had taken the 
message: “Wondering if you had answered that question yet? 
Staying longer than planned. Only available by phone till 
8:30 AM.” She'd missed her chance—that meant she’d have to 
solo for a while longer. 

Maggie decided that there was no time like the present. 
Manny had been in his office down the hall when she'd passed 
by it earlier. She popped her head in and said, “Good morning, 
Manny. Do you have a few minutes?” 

“Sure. I have a meeting in about 45 minutes, but I don’t 
have anything pressing until then.” 

“Great, let me grab Danielle and we can talk in my office.” 
After comparing weekends, Maggie focused on the busi-

ness at hand. 
“Can you tell me what you think the goal of innovation 

should be?” 
“Absolutely, to develop game-changing new technologies.” 

replied Manny, as Danielle nodded in agreement. 
Maggie shook her head, realizing they were just saying 

what they thought a corporate exec would want to hear. “And 
why is that so important?” she continued. 

“To give us a competitive edge in the marketplace,” said 
Manny. 

That sounds about right, she thought, before using the 
Professor’s tactic. “But why do we want that competitive ad-
vantage?” 

Without really answering the question, they looked at her 
skeptically. “Maggie, that’s just Business 101.” 

“I know, I know, but please give me the benefit of the doubt 
for a few minutes,” she laughed trying to lighten them up. “I'm 
just trying to understand some things, and it's helpful to talk 
them out. It helps to make everyone's assumptions explicit.” 

Their skepticism appeared to lighten—if only a little. 
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“Humor me. I promise this isn't a test,” she said. “So, why 
do we want to do that—the competitive advantage part?” 

“So we can sell more than the competition.” Danielle was 
on the right track, and they were both becoming curious about 
where she was headed with this line of questioning. 

“Now, bear with me just a little while longer. Why do we 
want to sell more than the competition?” 

“Survival?” asked Manny. 
“How does that help us survive?” 
“By making more money,” Danielle volunteered. 
That wasn't so painful, was it? she thought. “Then would 

you agree that the goal of our new product innovation efforts 
are to ensure that DFT makes more money in the future?” 

Manny jumped in. “Well, Sales would probably say we're 
here to make the customer happy. Human Resources might 
argue that our goal needs to include a fully engaged workforce. 
But, ultimately, they all support that same goal. Yeah, making 
more money in the future sounds right to me.” 

“But that's pretty obvious, isn't it?” Danielle asked. 
“Maybe so,” said Maggie. “But a few minutes ago, the goal 

was to create game-changers. By being more precise, we've 
created something we can measure—a standard that tells us 
whether improvements are real—whether they result in us 
making more money now or in the future.” 

“Okay, I can see that,” said Danielle. 
“Good. What we’ve done here is identify our goal. That’s an 

important foundation for an approach that I believe is going to 
help us drive the innovation improvements we need. It’s called 
Theory of Constraints or TOC. It was very effective in doubling 
production capacity in the TerraGrafix division without adding 
a single resource.” 

“A manufacturing approach?” 
“A systematic framework for continuous improvement. 

And while it did get its start in manufacturing, it’s being used 
across companies now because it helps identify the place 
where small changes have a big effect.” 

Danielle nodded, but Manny crossed his arms and looked 
uncomfortable again. “I still don't know how my group can 
work any harder.” 
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“Maybe it's not about working harder.” This time it was 
Danielle. 

“That's right. Manny, I'm not saying that your people are 
the problem. It might be the way we're asking them to operate 
that’s the problem. But, in either case, you both know that 
Randy and Doug expect more growth out of our investment. 
That can't be ignored.” 

That statement hit home, and they nodded in agreement. 
Maggie walked up to the whiteboard. “You know it might 

be helpful if we sketched out the workflow, including all the 
steps from the time an idea is hatched until the product is 
launched.” 

“That's easy,” Danielle said. “We did that already when we 
implemented stage-gate.” 

Danielle took Maggie's place at the whiteboard. In five mi-
nutes and with a little help from Manny and a few clarifying 
questions from Maggie, they had it all mapped out. 

 
“Alright then, going back to our goal, what's limiting our 

ability to make even more money with new products?” 
“Not enough people.” Manny's instant reply didn’t surprise 

Maggie—in fact, she’d expected it. 
“In which department?” 
“All of them.” 
“Sure, every step has bottlenecks,” agreed Maggie. “But one 

has to be the biggest problem—the one that’s constraining the 
process, maybe even the overall system.” 

“Design Engineering,” he replied. 
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“Why do you say that?” 
“Well, they're the furthest behind and working the longest 

hours. Plus, the detail drafting group is always complaining 
that they're waiting for design specs from them so they can 
take it to the next stage.” Manny had just put his finger on two 
of the key symptoms to help diagnose a bottleneck. “So, that's 
where we need to add resources,” Manny stated, not giving up 
easily. 

“Manny, one of the things you’ll learn as part of TOC is that 
we should look for the highest leverage changes first—we 
search for areas where small, inexpensive changes can make a 
big difference.” 

“Like Judo,” observed Danielle. While she might not have 
looked the part, Danielle had a black belt in mixed martial arts. 
“Use the other guy's momentum to drop him,” she explained, 
making a flipping motion. 

“Yeah, kind of like that,” said Maggie, raising her hands in 
mock defense. “But my point is that we don't want to add the 
fixed costs of more equipment or staff until we are fully ex-
ploiting our existing resources.” 

“You mean using 100% of their hours?” asked Danielle. 
“What’s more important is to make sure that we get the 

most benefit possible out of the hours we do use—working 
smarter with our existing resources. In fact, we normally try to 
keep the utilization from going above 80-85%. The delays get 
exponentially worse as you get to 100% utilization, and that 
just ends up reducing overall system output.5 

“Oops,” said Manny checking his watch. “I'm going to be 
late for a meeting, which would be especially bad form since I 
called it. But, Maggie, I do want to finish this discussion. How 
about 3:00 this afternoon—same place?” 

“Could we make it 4:00?” asked Danielle, looking at the ca-
lendar on her Blackberry. 

“Okay by me,” said Maggie, waiting for a nod from Manny. 
“In the meantime, here are some notes on the TOC approach 
that we used in manufacturing. Try to review them if you can. 
It'll help us take this discussion further.” 

Already, Maggie was beginning to wonder how she was 
going to break the culture of activity that had a grip on DFT 
and replace it with a culture of results. “I'm intrigued,” Da-
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nielle said, looking up from her Blackberry. “Is TOC some kind 
of lean manufacturing approach?” 

“Actually, it's more of an overall framework for focusing 
those improvement efforts. In fact, some companies have seen 
their Lean and six-sigma efforts deliver 15 times more results 
by using TOC as a focusing mechanism.”6 

“Wow, are there any books available on the subject?” 
Maggie laughed as she walked to her desk. “More than a 

few. Here, you can make a copy of the reference list I started. 
They're not all written like traditional business books, but I 
have to warn you. They're addictive.” 

 
 

Readers can download Maggie's 
 reference list at 

            See full version of book for URL 
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What’s critical? 
 
 
Later that afternoon, Maggie was immersed in the latest fi-

nancial reports when her office phone rang. Thinking that it 
might be Jeff or one of the kids, Maggie grabbed it quickly. In-
stead, she was surprised to hear the Professor's voice, scratchy 
though it was, on the other end. 

“Maggie, my dear.” She smiled at his antiquated, but well-
meaning, greeting. “Sorry I missed you this morning. This is 
probably the last chance we'll get to talk for a while. I'm afraid 
the reception here in the mountains is one bar at best.” 

She pictured him trekking up Mt. Hood. At his age, he'd 
still make it twice as fast as most people. “I'm glad you called. 
I've got so many questions for you.” She spent the next five 
minutes outlining the steps they had taken so far. 

“Sounds like you're making progress, Maggie. Now that 
you’ve identified the bottleneck, what do you plan to do next?” 

“Well, we really need to understand what’s constraining it. 
“And what is that likely to be?” 
“Doesn’t that depend on the situation?” she asked. 
“Yes, but what will many of the constraints have in com-

mon?” Maggie was stumped. She enjoyed the Professor, but he 
really made you work for it. 

He prodded her further. “Peter Drucker offered a valuable 
clue when he said, ‘Most of what we call management consists 
of making it difficult for people to get their work done.’ ” 

“Oh right—policy constraints. That makes sense. The most 
common constraints are our own management policies.” 

“And what else can you say about them?” he continued. 
“They can be tightly held, but the return should be very 

high for very little investment—high leverage as they say.” 
“Exactly. Now there’s one other thing I wanted to cover. 

It’s critical…” and with that the line crackled and went silent. 
She waited a moment for him to call back before she redialed 
him, but it went right to voicemail. Apparently, he was out of 
range. What’s critical? What do I need to look out for? 
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