
The last one: strategy. What is “strategy”? If you ask people what is the meaning of the word “strategy” 

what is the chance that you will get more than one answer? What is the chance that you will get the same 

answer from two different people? So let’s start by defining  the word “strategy” and we are not going to 

hold the discussion about it and I will tell you what is my definition  and we will go from there. It is called 

democracy. For me the strategy is the only one thing. It is the direction in which you want to move your 

company now as well as in the future. That’s all. As simple as that. What direction have you chosen to move 

the company - that’s the strategy. Well, by now we have the eighth session, so you know where always we 

start. We start with the question of what to change. What is the core problem?  What is the core problem 

without strategies? Well, I think that we had better started by saying what is the good strategy? What are 

the criteria that we should use in order to judge whether or not a strategy of  a company is a good strategy 

or lousy one. Well, how do you do that? Let’s remind ourselves what we said at the beginning of the first 

session. Every company was built for a purpose. Every company was built in order to achieve something 

which is the goal of the company. The strategy, by definition a good strategy must show us how to reach 

the goal of the company. Because if it doesn’t … if the strategy did not help us to reach the goal of the 

company, then it is definitely not a good strategy. Who is the one that determines the goal of the 

company? My claim is the people who own the company, the people that put the company are the one 

that have the right to determine the goal. If we are talking about full profit company, a company that is 

traded in the Wall Street, the minutes that is traded in Wall Street actually there was a commitment to the 

goal. Why do you think people invest their money through stock exchange in a company? For the sake of 

God? They invest the money in order to get more money. So the goal of every company which is its shares 

are traded at the stock exchange is make money now as well as in the future. What about the other 

companies like for example a company that is a high school? They have also a goal and their goal is 

education. What about the money aspect? Somebody has to pay for it, OK. How, when are we going to pay 

for it? And it doesn’t matter if it is in terms of contributions or in terms of actual sales. When the company 

is satisfying us by providing what we’veintended. So in order to make it totally generic I have said “Make 

money now as well as in the future”. Make money through sales or make money through the providing to 

the extent that somebody, the shareholders in this case will provide the money for you to operate. If the 

strategy does not help us and show us how to do that, then it is a bad strategy. Do we agree on that? Fine, 

so easy, so simple. Is it so simple to do that, not so simple.  But the criteria is obvious, in nother words I will 

refer to that to the goal of the company I will refer to it as an absolute necessary condition for the strategy. 

Because as we said if the strategy does not help us in doing that, that’s the bad strategy. Is it the only one? 

Is it the only necessary condition? I don’t think so. As a matter of fact when we look on the company or the 

organization, it’s not just shareholders which are important because we have learnt that not less important 

is the people which comprise the organization. If we don’t get their collaboration, we will not succeed, the 

organization will not succeed to deliver what is supposed to be delivered at least in the long run, which 

means we must considerate, we must make these people to collaborate otherwise in the long run the 

company will fail, and the strategy is not just for the next quarter. By the actual meaning of the strategy we 

are talking not just on the current situation what to do now. We are putting a lot of emphasis when we are 

dealing with the strategy on the long run. Now what is the necessary condition regarding the people that 

comprise the organizations - the employees. What is absolutely necessary in order to get the real 

collaboration? I would say that looking there, we are getting the second necessary condition. We must 

provide a secure and satisfying environment to employees now as well as in the future. If we don’t do that, 

in the long run we will not get their collaboration and then we will not get the goal, in other words when I 

am judging a strategy this will be a necessary condition. A strategy that does not guarantee that it means it 

is not guarantee the goal. And if it is not guarantee the goal, it means it is the bad strategy. Do you have the 

consensus on that? Yes, as well? Fine. But that’s not enough. The company is not operating in isolation. The 

company operates, any organization operates interacting with the external world. If the external world will 

be offended by the organization by that we will take an enormous risk about the future of that 

organization. There is another necessary condition that we have to demand from strategy. The necessary 



condition they regard the relationship between the company and the external world in which it interacts. I 

am calling this third necessary condition. I am saying we must satisfy, we must provide satisfaction to the 

market now as well as in the future. Here when I am talking about the market I mean your clients, I also 

mean your vendors I also mean the community in which you operate, but since we have talked so many 

CEOs,  when I am talking about “don’t pollute” because otherwise in the next ten years I will close you 

down or don’t offend your vendors because otherwise you will not succeed in the future. They say yes, but 

they don’t mean it. But when I am talking about the client is the king they say yes of course. Is not a king 

but unfortunately he behaves like a king and if we ignore him, then we don’t get the sales and that’s why I 

am saying here the market even though I am talking here about the market, I am talking about all the 

external world which is the company is operating. So, let’s summarizing it. When we come to define the 

strategy there are three absolutely necessary conditions that the strategy must help us to satisfy. 

Three Necessary Conditions 

Make money now as well as in the 
future. 

Provide a secure and satisfying 
environment to employees now as well 

as in the future. 

Provide satisfaction to the market now 
as well as in the future. 

 
Three Necessary Conditions are: “Make money now as well as in the future”; the second one is…, excuse 

me “make money” means “make goal units” and through that many times get the money, OK. Make money 

as well as in the future. Provide a secure and satisfying environment to employees now as well as in the 

future. And provide satisfaction to the market now as well as in the future.  Now let’s understand 

something before we agree so quickly do you know what the meaning of the necessary condition? 

Necessary condition means: you are not allowed to violate it. If you violated it means you put in danger the 

whole life of your company. Now let me ask you something. If these are the necessary conditions for the 

strategy how many strategies you know about, of companies that violate at least one of the three? What 

do you think about the strategy of the company that says we will do right sizing, we will cut twenty percent 

of the labor force. Do you understand that if we take that seriously, that strategy by definition is wrong. But 

the question starts to be: if we take the thing seriously, do you really believe that it is easy to build the 

strategy that will allow us to meet all these three necessary conditions, all the time now as well as in the 

future? Not easy at all. Why do we feel that it is not so easy because even when we are just skimming on it, 

it starts to become quite obvious for us that in real life many times one necessary condition imply things 

which are in conflict with what another necessary condition is implying. As a matter of fact just look on it a 

little bit closer and you will see that what we are asking is something that most people think that it’s 

impossible because the first one is a beautiful statement of the capitalistic point of view: “ Make money 

now as well as in the future.”  The second statement is a beautiful summary of a socialistic pint of view: 

“Provide a secure and satisfying environment to employees now as well as in the future.” What we are 

asking is to have them both without any compromise at the same time forever? This is not going to be easy, 

that’s for sure. By the way look on it in the last fifteen years almost worldwide people from both camps 



started to realize that the solution is not capitalism or socialism and I am not talking about the 

governments I am talking about the companies, but it must be blended. Why do I acclaim it? In the last 15 

years most top management the one that have submit any quarter bottom line results are more and more 

convinced that if their all employees will not be satisfied, in the long run they cannot succeed. In other 

words more and more companies are now convinced that provide a secure and satisfying environment is 

actually a necessary condition to make money. At the same time more and more union leaders start to 

realize that job security actually does not exist a company that doesn’t make money, no matter what are 

the promises of the top management. In other words even when the full attention of the person is on one 

of these sweet things, still the people start to realize the others absolutely necessary conditions. What 

about the last one “Provide satisfaction to the market now as well as in the future”? Here we have to really 

think, all of us have to think to TQM,   this is the movement that put on the table the client is a king. The 

client is a king you do not provide satisfaction to your market, it’s just a matter of time until you are out. 

Well, it’s obvious that it is not easy to do all three but in order to find out exactly what to change I think we 

should pin down the exact conflict, the generic conflict that exists between the three. As a matter of fact 

something amazing has happened: when I have done this the analysis for the strategy for company after 

company I have done it for many many companies you start to think which are so unique to the company 

because commitments are very different for each other. At the bottom of the tree no matter what 

organization it was it was always the same conflict. This is the conflict that I want to show you. Let’s look on 

it. Let’s look on the cloud. The objective now is very clear. It wasn’t clear 20 years ago. 

 
 

It wasn’t clear even 15 years ago. It was some debated 10 years ago. Today I would say that there is some 

total consensus. Let’s look on the objective very closely. I claim that the objective no matter in which 

direction you are coming is to put you company on a process of ongoing improvement. This is A this is the 

objective. 

A 
Put company on a 
process of ongoing 

improvement. 
               

Why? Everyone noticed to what extend competition in the market started to be more and more fierce? For 

one year to the other? And this is not just in business. This is correct for education. This is correct for 

armies and army that stands still for ten years not improving itself. Doesn’t have a chance on the field. This 

is correct for hospitals, it’s correct for everything. “Put company on a process of ongoing improvement”  



must be at the base of the strategy, otherwise wettered in the future. None of the three necessary 

conditions will be provided, will be achieved. Let me talk a little bit more about what the meaning the 

process of ongoing improvement, because here I found out that so many people are really trying to avoid 

reality. If I am looking on the graph of improvement versus time. What is the meaning of process of ongoing 

improvement? As times goes by, the performance becomes better and better and better. That’s the 

meaning of ongoing improvement. If it noticed there are two vastly different  curves that satisfy the 

condition of “As time goes by, we are becoming better and better”. One is what I call the Green Curve. Why 

green? Because the first time that I have wrote it, I happened to hold a green pen in my hand. Look, it’s 

continuing to go on and on and on. If you have microscope you will see it is still going on and if not let’s 

correct the curve, OK. This is ongoing improvement. I call it stagnating on a higher level. There is another 

curve. I call it the Red Curve. Maybe the beginning is lower but this is also ongoing improvement. And let 

me ask you in reality what do you think we should strive for, seriously strive for? The green curve or the red 

curve what type of process of ongoing improvement do we want? What is realistic? The amazing thing is 

that most people will say realistic is the green curve. Let’s understand something: if we succeed to achieve 

the green curve, did we secure the company for the long run? We’ve stagnated on higher level, it’s just a 

matter of time everybody will pass. More of that, let’s  ask ourselves if we become better, don’t we realize 

that we actually build a broader base from which a bigger jump is now possible? And if that’s the case, why 

shouldn’t we think about the red curve? Until why? Because the red curve looks like it explodes and we 

think that things are limited. And we are talking about the long run. Are things really limited? Let’s look on 

it. If you look on the world consumption in the last 150 years, what curve do you see? I am not talking 

about 10 years or 20 years or 30 years which is the duration of the strategy - 150 years. What curve do you 

see if you look on the world consumption in the last 150 years? The red curve.  You see, that without even 

being a physicist, I know that in order to generate wealth you need two things: you need energy and you 

need material. In physics on these two things we say there is conservation rules. You cannot waste the 

energy, you cannot waste material there is conservation rule. The only thing that you waste is the entropy. 

But according to physics today there is enough entropy  to last for the next 40 billion years. So what I am 

talking about - after the next 40 billion years I don’t care. Process of ongoing improvement now should not 

be confused with stagnating on a higher level, which means when we are talking about what is objective, 

the objective is to reach this red curve. Now let’s go back to it. Let’s go back to the cloud.  

 

In order to put a company on a process of ongoing improvement it tends out that there are two things that 

we must have. One is: in order to have our company on the process on the ongoing improvement we must 

induce people to improve.  We must induce people to improve let’s have big so as it going to be in front of 

our eyes  because 20 years ago most companies  didn’t thought so the rate of improvement  that is 

required is so much that change should look, should become the norm not the exception. 



B 
Induce people 

to improve. 
You cannot trigger, you cannot implement, you cannot provide such rate of change without the not just 

collaboration of the people but the real contribution of the majority of your people and in order to do it 

you must induce your people to improve you will try to do it as the single person in the company and you 

will find out that it is totally impossible. It’s like pushing a cement wall. Everybody understands today - 

everybody that have tried to move his company  on ambitious process of ongoing improvement - 

understands very well: inducing people to improve is an absolute must.  

[20:02] 

Let’s go back and see now what does it requires. Let’s go back to the cloud. In order to induce people to 

improve as a minimum, as an absolutely necessary condition you must not lay-off people, especially not the 

one that will help the improvement. 20.20 

D 
Do not lay-off 

people. 
If you come to a present and say you prove and he proves and then you say “thank you very much, now I 

don’t need you any more”. Do you think that the people that you have not laid-off will go out of the way to 

really suggest more improvements you will cut it on the spot and remember the objective was what? On-

going improvement. POOGI, process of ongoing improvement. Have these words stuck in your mind. 

POOGI, POOGI is the name of the game. Process of ongoing improvement. You know it is a nice name not 

so frightening you know “process of ongoing improvement is so respectable”, POOGI is much nicer. If you 

noticed in all my books how much I am against laying people off because I know and probably many of you 

know, what happens when you lay people off and then you want to start a new initiative. It’s so much more 

difficult and if you have laid more than once people in the next… in the last 2-3 years, it’s almost impossible 

to start. We had such question by the way in one of the last sessions. Now this is obvious what people tend 

to ignore is the other side of the cloud. Let’s look on the other side it’s not less important. 

     

In order to put the company on a process of ongoing improvement we must convert local improvements 

into bottom line results. Because if we don’t do it, we have not improved. Am I right yes or no? End bottom 

line result means whole units. 



C 
Convert local 

improvements into 
bottom line results. 

 

 Totally a must, no doubt here and here comes the part that we are trying very hard to close our eyes and 

not to look - what’s the meaning of it. Let’s see, let’s go back to the cloud. 

     

Look on the following: I have improved. Let’s suppose that I have improved production. Wow, how much I 

improved production it was a bottle neck, now phew,no excess capacity - what does it mean? It means that 

the concern of the company is not in production, it’s somewhere else and if the constraint is somewhere 

else and we don’t open the constraint, there is a cap on the throughput, which means all ongoing effort to 

continue to improve will not increase the throughput. The throughput is limited by the other factor which is 

not in the area that you are improving, but you are taking the actions, you are improving. What is the result 

of this improvement? More and more excess man power. Not bottom line, so if you do want to turn this 

improvements to bottom line, what does it mean? In order to convert local improvements into bottom line 

results you must lay-off people in the departments that have improved the most. That’s where the most of 

the excess man power will be. How lovely.  Hello. No. This is a phenomenal conflict. Remember this is 

mandatory as well.  Lay-off people in the departments which have improved the most. Or at least it looks 

mandatory as well. Let’s go back to our cloud. Now let me show you why  I claim that this conflict is actually 

the best presentation that I’ve found, have shown the conflict between the three necessary conditions 

because if you do agree with me that competition in the market  becomes more and more fierce. It means 

that the objective stems directly from the absolute requirement of provide satisfaction to the market. 

Remember you are not the only one with full monopoly here, the others if the others are improved more 

than you, you don’t provide more satisfaction to your market. Am I right, yes or no? So the objective comes 

immediately from the third necessary condition. Let’s put this circle here, OK, do you understand me, OK,  

yes or no? The objective is coming directly from the third necessary condition. If you want to continue to 

provide satisfaction to your market now as well as in the future, this is a must and now this is the 

presentation of it. What about the second necessary condition? Provide security and satisfaction to all 

employers - what do you see it here I think that the best presentation of it is - do not lay off people, do not 

provide security and definitely the satisfaction as well and this for some … people that love that everyone is 

sucked. So, this represents the second necessary condition. Where is is the first necessary condition that 

appears here very, very clearly? Convert local improvements into bottom line results. Here is the first 



necessary condition written as explicitly as can be. You see the conflict? Inherent, and the more 

competition we have, the more we need the objective, the bigger the clash. Strategy must show us very 

clearly how are we going to break this conflict? Because if we don’t break this conflict we are not going to 

satisfy all the three necessary conditions. And if the strategy does not show us practically exactly how are 

we going to break the conflict now as well as in the future - it’s not strategy it’s empty words which by the 

way is the most of the strategies I have seen. Where do you want to break it? Look on the cloud and ask 

yourself which arrow, which causality here, which necessary condition here you hate personally hate that 

all your juices are against it, and it’s obvious what do you mean. In order to convert local improvements 

into bottom line result we must lay-off people in the departments that improve the most. That’s the thing 

that all of us are standing up which means that’s where to break it. And it we succeed to break it, if we 

succeed to break this connection, this necessary condition and this goes away, we can get two and one and 

three at the same time. Is it understood, yes or no? If we just can break that. So what should we ask 

yourselves? What is the assumption that we made that made this connection between C and D a must. So 

let’s concentrate now on the C and D alone. 

        

Let’s see it. In order to convert local improvements into bottom line results we must lay off in the 

departments which improve the most because … - and if you can continue after because we expose the 

assumptions. Is it understood? Now ask yourself again in order to convert local improvements into bottom 

line results we must lay off people in the departments which have improved the most because? Because? 

Because? Because? Because we don’t have what to do with him and we have then at least produce expense 

what we have to do him? What is the assumption? Market. The assumption here the devastating 

assumption for so many correct right now is… Let’s see the assumption. 

There is an external 
limit to throughput. 

There is an external limit to throughput. Because if there is internal limit to throughput we usually open it 

so the assumption that we are making is “there is an external limit to throughput and then the cloud exists. 

Many times there is an external limit to throughput. When? When we found ourselves in the situation  

because we haven’t thought early enough and now it’s too late and now we have to lay off 20% of the 

people because otherwise the whole company will be closed and the other 80% will lose the job as well. 

But if we take strategy seriously and  understanding the strategy is not just for the new term but for the 

long term. What is the thing that we must construct the strategy in accordance? We must see how the 

strategy guarantees no matter what may happen, this will not exist. Is it understood? Because if we don’t 

do that the conflict is in place and if the conflict is in place we are not going to meet all three necessary 

conditions. One of them at least we have to give and then everything goes kaputt. Strategy must show us 

not just for the next quarter but for the foreseeable future how are we going to guarantee that no matter 

what will happen the constraint of the throughput will never be outside the company. [30.09]  



[30:09] 

Is it understood? Because as long as the constraint is inside we have what to do with the people much 

better than cut operating expense, we can increase the throughput and then there is no reason in the 

world to lay them off unless we are totally and utterly stupid, some of us are, so now we have the answer 

what to change. We must change our strategy to strategies that clearly show us how no matter what 

happen in the future, the constraint will not be outside, and if we have it, this arrow breaks, and if this 

arrow breaks, now we can demand on strategy  now show explicitly how we are going to have one and two 

and three at the same time.   

   

And strategy that doesn’t do it is not a strategy. So if we have the direction of the solution - the direction of 

the solution is how to guarantee that always, no matter what, we do have more market. Shall we find out 

how to do it? Because it doesn’t look simple and it isn’t simple, but here we are not talking about who 

knows what vision we are talking what is necessary is absolutely necessary things that we have to meet. 

Shall we continue to find out how are we going to go about devising such a strategy  that will help us no 

matter what the company is, no matter what the market is, yes or no? Everybody is interested in what to 

change?    

To what to 
change 

I would like to draw your attention to the tree logical tree that I wrote about because most of it is quite 

simple but daring at the same time. So please open on page 185 or 186 - depends on which book you have. 

Don’t worry I haven’t jumped pages I am going as continuing to set the tree I am going to refer to them in 

details, OK? This problem is the most concise in comprehending the trees that I have ever wrote, three 

small pages include more strategy so pay attention because it is not simple, OK? Let start with 105. 105, 

everybody sees it? Fine, OK.  

105 
Option, service level, guarantees, 
response times, etc., can change 

market perception of value of 
the same physical product. 



Here is the statement that by now I hope you will really agree with me even though most people when I 

start without these 7 sessions before are quite reluctant. What is written here is a statement about the 

reality that I believe is correct: “Option, service level, guarantees, response times, etc., can change market 

perception of value of the same physical product or service.” Do you agree? As a matter of fact even 

though most people think that in order to change perception of value the keys engineering let’s come up 

with the new gismo, some really new product. Most companies, successful companies have zero 

technological advantage of their companies. Show me the technological advantage of McDonald’s, 

hamburgers. Ah, not  good company for you? Do you know what inventory turns McDonald’s has? About 

190 per year which means if you are going to McDonald’s and buy hamburger most probably this 

hamburger was mooing yesterday.  McDonald is opening according to their formulae and numbers three 

new shops a day  365 days a year, constantly for the last 3-4 years by now. What technological advantage 

do they have that their competitors don’t? Ok, let’s take another company, real high tech company 

Microsoft. Does Microsoft have some new huge technological advantages that their competitors don’t? 

Nobody knows that that’s not a case. They became the 500 kilogram gorilla because of what’s written here. 

[35:05] 

If you look around,  you’ll find out that most companies are getting their perception of value in the market 

not through the uniqueness of the product but the uniqueness of the offering. Can we take it as I’ve given?   

As a matter of fact the example that we have used in session number 5 and 6 for the marketing sales was 

not based on a new product, it was based exactly on that all the examples that I have used it’s not lark. And 

once again is based on that and not on a new product. This doesn’t mean that you cannot achieve the much 

higher perception value through a better product. What I am trying to say is “Don’t wait until you have this 

new beautiful trap of a new product”, you can start now if you will take that so what is the first action? 

What is the first step that the company should take? This is 100. And 100 is in rectangular box which means 

that’s what you should do. Let’s look on 100 more carefully. Come on, 100 is: “The company introduces 

modifications to its offerings that substantially increase the perception of value for a sizable market - not 

for a small niche - for a sizable market, is it easy? No. 

100 
The company introduces 

modifications to its offerings that 
substantially increase the 

perception of value for sizable 
market 

How many functions usually are involved in such a thing? Many. You need in order to do that, you need 

really induce people you need to give them the real the framework we come to it later, OK. This requires 

doing the analysis of the market by effect of cause-effect, building the tree, finding the core problem, 

building all the mafia offer as we call it ‘unrefusable offer’ then sell it internally which means to induce 

correctly the people and then selling it externally and take it what is unavoidable result if you succeed to do 

it? And so many have demonstrated it that it’s much easier than it thought before. You get 110 as 

unavoidable result. What is 110? “The company operates…”, find themselves in what situation “… the 

company operates now in a sizable market in which the perception of value gives the company a decisive 

competitive edge, a decisive advantage” 

110 
The company operates in a sizable 



market in which the perception of 
value gives the company a distinct 

advantage  
 

Unfortunately most companies are saying “We made it”. That’s what I call “the green curve comes”. By the 

way let’s go back to “the green curve”. Do you know what I am afraid so much of the green curve? Let’s 

have it here on the curve. Do you know what happen after that? It’s not everything is peaceful many times 

after that (green curve falls)… - that’s why I am terrify of the green curve everything is fine, we are happy … 

boom. Let’s go back to the tree. Once we’ve achieved that you are not sitting on your laurels. What is the 

next step after that? Let’s look on 120. We have said it when we talked about the marketing. Don’t do the 

first step, your company is not ready for it, yourself and you cannot believe that it can be done so easily, do 

the first 100, after that go to 120, which is what: “Offerings are introduced in a way that guarantees 

practical segmentation” 

120 
Offerings are introduced in a 
way that guarantees practical 

segmentation 
Remember what we talked about the segmentation? You are taking - that’s not niches you are looking on 

the market that looks uniform realizing that in this market there are people or companies that have much 

different or higher needs than others, which means that the market is segmented, we are unifying it, 

because we are treating it as if it is uniform. Find the way to segment it. Segment it in such a way: that 

when  a person with higher need is paying high price talks with a person with lower need that pays a lower 

price he does not feel cheated. He feels “Of course you paid lower”. Because you have got something that 

is definitely not satisfy my need, OK. This should be the second step. Companies that are trying to do this 

first step usually are failing, why? They don’t trust themselves that can be done, so do 100 first, then go to 

120. If you do that what is now the unavoidable result? It’s 130 now many companies are already ready and 

130 is, the situation at that stage is “The companies have introduced many market segmentations in which 

it has a competitive edge.” 

130 
The company induces many 

market segmentations in 
which it has a competitive 

edge. 
       [40:11] 

Most companies are not on this stage and those that reach it - especially when you can reach it in less than 

one half year - and many have done it already - the chance of falling into the green curve is so high is 

unbelievable. Let’s go back to the tree. You are here, do we have by that doing that good strategy? Not yet. 

Why? Strategy is talking also for the long term. What is happening? There is not infinite competitive edge. 

You have another competitive edge, don’t think that the competitor is out. He is trying to catch up and he 

will catch up and then the window of opportunity closes. The things that we are talking about so far were 

good enough to open windows of opportunity between a year to 5 years in the past not when this 



knowledge becomes more and more known, then the window opportunity I believe in the future doing  

that we shrink to something in 2 years. Strategy that all its horizon is 2 years is not enough. We have to go 

much beyond it so the question starts to be how do we create a lasting competitive edge in minimum 10 

years? How can we do it at all? Is any way to do it? And my answer is: yes. But here you have to think very 

differently. Let me show you what I claim is the way to reach a very, very lasting 10 years of competitive 

edge and for that let me demonstrate it through a story. You like my stories? That’s a story. Now it is 

written in your books in page 180 or 181 let me read it for you. Let’s suppose that we are dealing with one 

company and the market of a certain company is impacted by many factors, among them are price, 

reliability, delivery time, service, quality, specific options, colors etc. 

The market of a certain company (like 
for most companies) is impacted by 
many factors, among them are price, 
reliability, delivery time, service, 
quality, specific options, colors etc. 

Which company I am talking about? Yours. This is correct for many companies. Remember what gives the 

attractiveness is not a single factor it’s many, many, many factors, OK? So far fine? Now let’s continue on 

with our story. Our company is relatively OK, in other words let say that in survey it is done all these factors 

they will do quite well. Nothing to write home about, nothing to be shame of. Now let’s be a little more 

specific. Let’s suppose that the company is offering its products in about 20 different colors; in all these I 

take one of the factors that I want to take exact from the example. For your company take another factor 

as an example if colors is not an issue. The companies is offering its product in about 20 different colors and 

Pareto principle does work which means let’s say that 70% of the products are sold in one of the three 

most popular colors - very, very common.     

  

The company is offering its products 
in about 20 different colors; 70% of 
the products are sold in one of the 
three most popular colors.    

Pareto principle does work when we dealing with the things which are not connected with each other. Fine. 

Now what about the other colors. Let’s continue with our story: except for the three most popular colors, 

the others are not always available from stock. Sounds familiar? In these cases if a client insists on a 

particular color, this fussy client, OK, we will deliver but if we don’t have right now we have to tell him we 

will deliver but you have to wait, let’s say that we tell him that  we have to wait 6 weeks which means if we 

tell him that he will have to wait 6 weeks in reality he has to wait 10 weeks about long time. Sounds 

familiar? Oh, yes.      

Except for the three most popular 
colors, the others are not always 
available from stock. In these cases if 
a client insists on a particular color 
that is not in stock, she/he has to wait 
at least 6 weeks.    



Let’s carry on with the story. The company doesn’t see it as a real problem because, according to its 

records, only about 2% of its clients are so fussy. 

  

The company doesn’t see it as a real 
problem because, according to its 
records, only about 2% of its clients 
are so fussy. 

Most clients are saying I want it in green and green is in your catalog. What do you mean you don’t have it? 

Sorry we don’t have it if you want it in green you have to wait 6 weeks OK, fine takes a red, OK, this the 

most majority.  

[45:03] 

And besides those that are really picky, picky and they say, “No, no, fine I will wait for 6 weeks” and then of 

course you make your life miserable when you don’t deliver in 6 weeks, is only 2% of the whole market, big 

deal. Let’s carry on. There is a purpose of this story. I am coming to it. Lately production and distribution 

have improved significantly, really improved and now the situation is that provided that small changes in 

communication between the shops and the company are implemented, the fussy clients would be able to 

get their chosen color within one week, actually get it.      

Lately, the production and 
distribution have improved 
significantly. Provided that some small 
changes in communication between 
the shops and the company are 
implemented, the fussy clients would 
be able to get their chosen color 
within one week. 

My question is should be bother? Remember, 2% fussy client that’s all. Should we really bother and if we 

bother what will be impact on our bottom line? Well, think. What will be the impact on the bottom line if 

we will do that? Tell me. 

What impact can this change in lead 
time have on sales? 

How many of you think ”Eh, we will get maximum 2%” and by the way they will wait it anyhow. How many 

of you think “No, here is huge opportunity somehow” but can you really express it? OK, let me show you 

something amazing. Let’s look on a very important graph that I have not seen in any book maybe because I 

don’t read enough books. The graph that I want to turn your attention to is: what is the percent of the 

clients if we grade them by the relative importance of one factor, for example color, and what I claim is we 

know that there are some, probably many, we don’t know exactly how, that color for them is relatively 

important. They do look on the color red or green before they chose and then they say who cares, OK, 

somewhat important. We know that very few only 2%, for them the color is very, very important. How do 

we know it? They are waiting for 6 weeks, OK, which means for them it is very important. This is the 

distribution in the market if you are looking on it for every one of the factors, are almost every one of the 

factors. Now there is something that most people don’t pay attention to. If we improve our performance 



on that factor, not by 10%, not by 20%, not by 50%, not even by 100% but by order of magnitude. If we will 

improve by order of the magnitude which means that we are totally out of the pack, totally out of the pack, 

what we get it’s not just a tail of the dog, we get the dog. The thing to remember is and that’s what you 

have to stick in your mind, the beautiful phrase. Let’s have it written: if the tail is moving, if there is 2% 

there, there is a dog.  

       

If the tail is moving there is a dog! 
And you want the dog. Now let me show you to want extent this was proven to working reality. When you 

are looking on the car, there are many factors which are important in the car: price, color, how safe is this 

car, what speed I can take, what acceleration, this also something called quality. How many times when I 

come to open the door it’s really opened. Do you think that the quality is number one importance? No? 

Nevertheless, what the Japanese do? They improve the quality. Not by 10%, not by20%, not by 100%, they 

improve that by order of magnitude of minimum and they stated it. What does TQM tell us? Improve 

quality. But they give us even what you know to be a unit of measure of quality? Before TQM what was the 

unit of measure of quality? It was the unit of measure that we use for scrap? We talked about percent. 

Percent means part per one hundred that’s the meaning of one percent. TQM said: you want to really 

succeed you have to improve not from 2% to 1%.  In matter of improving that I am talking about, it was so 

big that they have given a new unit of measure - they are talking about what?  

[50:01] 

Not a part per 100, but part per million. Said “Break the box totally, jump” and they succeeded to jump and 

then what happened? They took the market and until European and American companies have closed the 

gap and they have closed it by now took, more than 15 (?50) years. In other words, if there is a tail, if still 

there are some people are fussy about one factor, and by the way in terms of the quality if you look 20 

years ago in the car industry the number of fussy people was less than quarter percent, but there was still 

the tail moving. If we improve there by factor of ten which mean 1000%  you can take the dog. This is a way 

to get a lasting competitive edge, why? Because it is so difficult to reach it. What is needed in order to 

reach such performance because just to show how damn difficult it is you take any factor of your products 

and you go now to your own people and say “ What is the chance that we can improve it by factor of 10?” 

Do you know what will be the unanimous answer? No chance, whatsoever leave us alone. For example I 

have an airplane and right now the airplane is flying at speed of, let’s say, 1000 km/h, do you know what 

the meaning of the factor of time? Let’s now design an airplane and build an airplane that flies 10000 km/h 

more than the missiles, what’s the answer? Impossible. By the way what was the answer even in Japan 

when the target was found? Let’s build the car that most clients will not have to take in a garage for whole 

year. You know what was the answer? Impossible. You know how many parts there are and so on … no 

way. By the way those of you who are old enough like me to still remember what the meaning of a car 20 

years ago? How many times everyone went to a garage, OK, the person in charge of a garage was my best 

friend otherwise you stuck totally. And there it was very frequently. Today who knows where he is. If it all 

we are sending a car for some maintenance of an oil that’s it. Fact of ten requires enormous, enormous 

break of many things that we take today for granted. It requires to do it so that all these breaks will be 

done in sink only then you can talk about not for 10% improvement but 1000% improvement. Is it possible? 

Of course. Is it easy? Of course, not. And that’s exactly what we want. Let’s look what we are talking about. 

If our advantage is based on what? The lower the price. OK? How long will it take to competitor if he wants 

to imitate us in lowering the price? A day.  

     



To adjust price is relatively easy for 
the competition. 

To adjust price is relatively easy for the competitors. You cannot base your lasting competitive edge on 

that. If we are talking about something else and it is - come on… based on a change of policy, a rooted 

policy something that we are following for the last 50 years, not just us, all our competitors as well and if 

this is what is on the base of our competitive edge then we are talking about much, much larger window.   

To change a rooted policy is difficult 
for the competition. 

Why? Because for the competitor to change a rooted policy is difficult. I claim that until now this gave us 

the five-years’ window not in the future. More and more people will learn, more and more companies learn 

that if you want the advantage they have to look not in the symptom but in the core, in the core policies. 

Eyes estimated it within 10 years, this will not give you more than 2 years, but let’s look on something else. 

What about the next one.  

     

To change several rooted policies in 
several different departments is… 

If your competitive edge is based on “To change several rooted policies in several departments perfectly in 

sink” now what is the chance that the competitor will do it? About the chance of a snowflake in hell. 

[55:00]  

Or in other words minimum 10 years. He has to hurt so badly so long and was so long in nother words at 

the beginning we give any excuses like for example what happened in the car industry, when Japanese start 

to really win the markets and they were eating every year 2 or 3 points of the total market. What was the 

reaction of the car companies - I believe that the best reaction still have record what coming from the CEO 

of Chrysler and his beautiful book. And what did he write? The whole thing is because the yen to the dollar 

reassure is unfair. It was 200, he said even if it goes down to 150 yens per dollar we will kill them. Well, it 

went down to much less than 150, I don’t see that they killed yet. It was based on the quality and it took a 

long time for European and American car companies to realized “We don’t have a choice we have to 

change from the root our approach of the quality, OK. This is what they use for the same thing - remember, 

right now the quality issue in cars is nothing. Why? It’s taken for granted - everybody has it. Look for 

another factor. Another factor that once again if you will do a jump of factor of ten, or if you’ll talk about a 

factor of ten jump, everybody will tell you “Totally impossible”. That’s the thing that you have to take, but 

look when do you take it. Let’ s go back to the tree. Don’t start with it for heaven's sake unless you want to 

be the CEO without any followers. You start with it after you reach 130. Once you reach 130. Do you know 

what is the environment of your company? It is we now know that whatever we want, we can achieve. 

What do you want? In other words what is the real next challenge. Don’t sit on your laurels. Don’t develop 

another one which is mimic of 100 and 120. Go to 140. This takes 2-3 years minimum. You have now the 

freedom to do it. You are profitable, you have now much less noise and people are eager for real challenge, 

you know like let’s go to the moon. 140 means “The company uses the window of opportunity, that is 

achieved in the previous steps, there is no pressure here”. The company uses the window of opportunity to 

identify a factor in which an order of magnitude improvement will bring a significant competitive edge and 

aims its improvement efforts to achieve it  - all of it from all direction because remember to achieve such a 

thing you need a perfect synchronize effect of almost everybody in the company. Is it understood, yes or 

no?  



140 
The company uses the window of 
opportunity to identify a factor in 

which an order of magnitude 
improvement will bring a significant 

competitive edge and aims its 
improvement efforts to achieve it. 

Unfortunately very few companies are doing it. Most companies when they reach 140 do more of the 

same. So instead of taking this phenomenal situation that they have right now, they are wasting it. How 

many build the company build to last? OK, but that what creates the culture. By the way any one of you 

that have not read the book Built to Last will be pleased read it and a key in every case like that it wasn’t 

analyzed was actually doing 140 at the proper time. That’s when they build the culture. You reach 145. At 

that stage reach of the necessary conditions we have already accomplished? You understand that at that 

stage  once we put 140, we have 145. Let’s look on 145. At that stage it looks as a paradise but it is real. The 

company then gains the substantial and lasting advantage in many segments. 

145 
The companies gains the substantial 

and lasting advantage in many 
segments. 

Now you are the 500 kg gorilla. Which of the necessary conditions have we satisfied so far? Did you provide 

the satisfaction to the market? Oh, yes - otherwise you wouldn’t have been there. You are by far better 

than anybody else. Are you profitable, oh yes otherwise you are totally down and to be in such a position 

not to make a fortune you have to be a special idiot. What about the second necessary condition? What 

about providing security and satisfaction to your employees? Satisfaction you have done because this is all 

you know really exciting, what about the security don’t fool yourself that’s exactly the point where you 

might say: “Phew,  we have done it”, when you haven’t. I’ll  tell you why.        
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Have you ever heard about the fact that the markets are going up and down? Not just up. Yes or no? You 

know why I am asking it? Because when I am looking at the forecast of each company, somehow I am 

getting the impression that the market will always continue to grow, and if I combine all the competitors 

together, it looks that the market will go like that. Markets will go down as well. What happens when the 

market goes down? You are now stuck with enormous amount of the excess capacity. How many companies 

will say: “Oh, don’t worry. We are totally loyal. Sit right here. We’ll continue to pay the salary for the next 

three years”. And what is the chance that the company will say: “Oh, what can we do? The market went 

down. There are problems here, problems there. We have to lay off”. You laid off. Bingo. We have now the 

second condition. This is not the meaning of security. Not at all. Let me make a statement, which has to be 

always in front of your eyes.  

  

Any strategy that is based on forecasts is, at best, risky 

 

Don’t fool yourself. You do not know what will be the market consumption for a particular product five 

years down the road. No way to know it. Is it understood? Unless, you are the prophet. Now, in Judaism it 

says since the temple was destroyed two thousand years ago, prophecy was given only to imbeciles. So, what 

is the answer? The answer lies in one word. The word is: “flexibility”. 

 

Flexibility 

 

But not any flexibility. Very, very particular flexibility is needed here. And the amazing thing is that you can 

gain this flexibility in only one way, I believe: by putting self-imposed limitations on your own company. 

Limitations that for the short run look not good, but they are necessary for the flexibility to protect your 

company in the long run. Let me show you exactly what flexibility I am talking about. But in order to do that 

first of all let’s talk about something that to me looks obvious. Somehow, most people don’t look on it. Let’s 

talk about what’s written in statement 160.   

 

165 

 

145 160 

140 130 

110 120 



100 105 

 

That’s the key that will allow us to understand what flexibility we’ll need.  

 

160 

The market of a company as  

defined by its inherent  

capabilities far exceeds its  

current operating market. 

100               105  

 

 

And if you don’t believe in 160, don’t bother to read on. 160 means: ‘The market of a company as defined by 

its inherent capabilities far exceeds its current operating market.’ I claim that there are two different ways to 

define a market of a company. One is by what is your current market, where geographically are you 

operating, what type of products or sales you are currently giving. That’s your operating market. But there is 

a totally different way to define your market. Ask yourself: ‘If you look at the potential of our company, the 

capabilities of our people and the capabilities to learn, the capabilities of our achievements and the credit that 

we have, then you can look at what is the market and the potential of not what we are doing right now then 

you get a total different market, much much larger. For example, that’s not true only for just small 

companies. This is true even for the biggest companies. Let’s look at very large companies: General Motors 

and Ford. They are way at the top of the largest companies in the world. Let’s look at the market for them. 

Mainly, in North America, in transportation. Oh, yes, they export to Japan, 20 000 cars a year or whatever, 

out of 10 mln that each one of them is producing. They still call it export. Fine. You have to be an American 

to say such a thing. If GM or Ford would elect to be in the business of building hotels in Timbactu, are they 

able to do it? Yes. Do you understand what the meaning of a current operating market and the potential 

market, it’s huge, even for a huge company. It’s huge. When we bear this in mind and remember also 145. 

What is 145? We are a five hundred kilogram gorilla. Ok? We are so good. What is the meaning of it? What 

is an unavoidable conclusion? It’s 165. If the Company gains a substantial and lasting advantage in many 

segments, they are superb, 

 

145 

If the Company gains a 

substantial and lasting advantage 

in many segments. 

    

and they recognize that there is a difference between the operating market and the potential market, it means 

one thing for sure: the Company potential for increasing revenue far exceeds its available capacity. In other 

words, where is the constraint of that company? Internal. It’s not in the market, they can’t open the market at 

will. It’s inside. How much resources do we have? What do we want them to do? Is it understood? Yes or 

no? Which means there is here something that can provide us flexibility. We cannot take the whole market 

anyhow. What part of the market should we take so that we build flexibility to the extent that no matter what 

will happen in the market, our people are totally secured. So that not only that we satisfy the clients, not only 

that we satisfy the shareholders, we will satisfy all the employees because that’s the key for the lasting 

company. Fine. The answer for that is in the next two pages. But, you know what? I’m watching that you 



look at the clock. Don’t you realize that this was a little too heavy? So, why won’t we take a 15 minutes 

break and then we’ll continue?  

 

2 more pages to go. How do we build the flexibility? Let’s go to the second page of this future reality tree. 

What do we have there? Let’s start from the bottom. What do 

 

240 

230 

220 130 

     

we have here is another action that we have to take. Action 200, which is self-imposed limitation. At the first 

glance it may not look too sensible, bit it will become very clear once we finish this page. Let’s look on 200. 

 

200 

The company is careful to 

enter only into new 

products which require  

almost the same 

resources. 

 

The company is careful to enter only into new products which require almost the same resources that you 

already have. Concentrate on your core competence, but what I am talking here, is basically that. The same 

production people that you have, the same engineers, the same distribution people, the same sales people. 

And what I am talking about, I am talking about people, I do not care about machines. Machines have a very 

short life time. 5 years, 10 years. Look at your depreciation time, and I do not have to go out of my way to 

satisfy the machines, or to make the machines feel secured. So, what I am talking about here I do not mean 

machines, no matter that they are expensive. I am talking about people. By the way, I claim that if you go 

this way to satisfy this condition of providing security to your people, you’ll find out that your people are 

much more expensive, are much bigger investment than the equipment that they are using. No matter how 

big it is, because let’s face it, look on how much the person really cost you  in terms of his salary and fringe 

benefits, and health insurance, but also in how much attention you have to put until they can be really 

productive and bear in mind that depreciation time that how much time he is in the company on average is 25 

years, and let’s understand something that hiring a new person is a conviction that you have to provide a 

security is like making an investment of minimum 2 mln dollars. That’s a commitment that you are taking. 

So, don’t rush. Anyhow, if we do that if we are taking this self-imposed limitation, if we get the 220, and 

what is the 220?  

 

220 

The company can 

service different 

markets using almost 

the same resources. 

 



That’s the key. You have different segments of the markets and exactly the same resources and 

every department can service it. If we recall, back to the tree, if we recall that we already made 130, 

that we already are operating in many many segments of the market, what we get is something 

enormously important. We get 230. And 230 is the mode in which the strategy is built is according 

to ‘The company segments its markets, not its resources’. 

 

230 

The company 

segments its markets, 

not its resources. 
 

Looks so obvious. Nevertheless, when you look at most companies, do you know that the opposite 

is done? When the market is segmented on us, what do we do? We go and build another plant. 

What’s the meaning of building another plant? We segmented the resources. This becomes key 230. 

Because if we have 230, we’ll have one part of the essential flexibility that is needed in order to 

succeed in the future. Let’s look now what comes out of 230 that is unavoidable result. If the 

company segments its market, not its resources, then the company has the flexibility to shift focus 

between market segments almost without changing its resources. 

240 

The market has the flexibility 

to shift focus between market  

segments almost  

without changing its resources. 
 

We’ve got one of the major components of the flexibility that we need. Bear in mind that many 

times in order to achieve is not enough of what I just have said, but you have to understand you 

have to teach your people more. In other words, you have  your people to become more diverse. 

Otherwise, the demand of the bottom of the tree will become too restrictive. Is it understood? And 

by the way, people do want to learn more and more skills. Fine. And that is not enough. On top of it 

we have to build more and more flexibility. Let’s go to the next page of the future reality tree. Let’s 

start from 165 that we are already supposed to achieve. 
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Let’s see 165 just as the reminder:  

 

165 

The company potential for 

increasing revenue far exceeds 

its available capacity. 
 

Remember, that was at the end of the very first page. By the way, if you don’t do that, don’t even 

dream of reaching the other pages. But if we do that what is the unavoidable result, what are we 

going to get? We said it already. If we have 165, we actually have 300, and 300 means what? The 

constraint is internal, ok? Anyhow, you are now going to take everything. Now this understanding 



that the constraint is anyhow internal, and you worked so hard  to have it, you don’t want constraint 

outside your control. You want the constraint inside your control, ok, inside your company. Now we 

must realize what most companies find it very hard to accept. And this is 305. Let’s look at 305 

carefully. 

 

305 

A company that has 100% 

of a market segment has 

limited flexibility to  

reduce its offering to that 

segment. 
 

Don’t say no. First of all, let’s read it and discuss it. Then you can say “no” if you want.  A company 

that has 100% of a market segment has limited flexibility to reduce its offering to that segment. 

What I am stating here is something amazing. Monopoly is bad for the one who has the monopoly, 

in terms of flexibility. Now, wait, wait, don’t attack me back. Let’s think about it. Think of the 

following. Suppose that you provide such good health care service in the area that you chased all 

your competitors. Now you are the only one who provides healthcare service in this area. And now 

because of your reasons you want to come out and say to this community: ‘Sorry, we will not accept 

more than 100 patients a month’. What do you think will happen? First of all, some people want to 

kill you, scream that you won’t accept more than 100, how long do you think it will take before 

your competitors will pop out? Your marker will force your competitors to go in and once you are 

in, they will never forgive you on the dagger that you put in your back. Let’s look at the following: 

a different industry. Suppose that you become so good at delivering some material, some 

component. You have become so good. You have no competitors. You have become the only source. 

And now look at your market and say: ‘Sorry, you need a thousand. I am going to provide only 500 

and no more.’ Why? My reasons. What would such a client do? Scream, yell and do whatever 

possible to get rid of you, to bring your competitor. Once you have your competitor, he will kiss you 

good-bye. Am I right? Yes or no? Now let’s read again 305 and see if it makes sense. 305. It’s OK. 

It’s not so easy to bring everything up. Let’s read it from our books. OK, a company that has 100% 

of a market segment, what is a meaning of 100%? No competitors left. Has limited flexibility to 

reduce its offering to that segment. It can’t, because it does it, it won’t have that segment at all. 

Combine that fact with what we said just a minute ago, with a fact that anyhow we cannot take the 

whole market. Anyhow, the constraint is internal. What is unavoidable logical conclusion? It is 310. 

You don’t have to guess it. You have it all in your books. It is: For the company at this stage it is no 

point to fully exploit the market segment, which is not very lucrative. 

 

310 

Foe the company, there is no point 

in trying to fully  

exploit the market segment 

which is not very lucrative.   
 

Even market segments, which are very lucrative. Fine. But if it’s not, what the heck? Because if we 

do, we have the constraint internally right to do it, we have limited our flexibility. What flexibility? 

Because if in the future, we will say we will have such reasons, we want to reduce the offerings. We 

are locked. We don’t have to be locked. Due to that, we are talking about another self-imposed 

limitation. 315. Essential to build the flexibility, which is 

315 

The company elects 

from free will not to take 100% 

of any market segment 

which is not very lucrative. 



Leave things on the table. Don’t chase your competitors out. You will need your competitors badly 

to succeed in the future. You need them alive and kicking. Pussy cats competitors, remember, you 

are a 500 kg gorilla at that stage, right? Where does a 500 gorilla sleep? Wherever it wants. Where 

do we say you should sleep? In the most lucrative ones. We have legs in no lucrative ones as well. 

Not dominant, not 100%, maybe 20%, something that if you want to increase because you are the 

best, but at the same time you have a presence there, not a dominant presence but a known 

presence, something like 20%. If you do that, the unavoidable result is 320. What is it? Look on it. 

It is very good already. 

 

320 

The company’s competitors 

provide the flexibility to change 

the company’s level of offering 

in the market segments which 

are not very lucrative. 
 

What you can say to client: ‘Yes, I know that you want 1000. Sorry, I have my problems. What I 

can give you in two months when I have is 500. The competitor, he will provide you with the 

others. I will wait for you two months, so I can provide you with everything. It is still not as good as 

mine, but if you can survive this, but I have to reduce it.’ If you don’t give a way out, he will go 

after you. You know there is an old Chinese saying, which says “build a golden bridge for your 

enemies”. Here you build the golden bridge for your clients, if you want to go back. Otherwise, they 

will be after you. Almost we are finished. But still there is something very important that is missing, 

and we can offer flexibility there. And the thing is another thing that  the company has to impose on 

itself. That’s 330. 

330 

The company is careful  

to enter into segments that 

the probability of many of them 

dropping during the same 

time period is 

very small. 
What do I mean by that? For example, if you are producer of parts for the car industry OAM, be 

also a supplier for the after-market. Why? Because when the OAM market goes down, usually the 

after-market goes up. To see the situation where they both go down in the same time, is only when 

you are operating in a very small geographical region. For example, if you are a company in Israel, 

make sure that you are also a big exporter. Why? Because the market in Israel can go down. Is it 

understood? But if you do that, the whole world has to go through enormous catastrophe, then 

everything will go down at the same time. Again, the key is the company is careful to choose 

segments that the probability of all of them going down at the same time is very, very small. You 

need a world catastrophe for that. If we do that, now we have all the components that we require for 

the flexibility that we really need. Remember, why we needed the flexibility for? Already, in the 

first page we already satisfied the first condition of making money in the long run, and we satisfied 

the third condition of satisfying the market. The thing that we are bothered with is the second 

necessary condition. The security and satisfaction for our workers, because if you don’t satisfy one 

necessary condition, everything collapses. I claim that at this stage we have it all. Why? Because 

340 is guaranteed. Look at what is now 

340 

When a lucrative market segment is up, 

the company shifts focus away 

from some less lucrative segments, 

when a market segment is down, 

the company shifts focus  

to other segments. 



the mode of operation that now at last becomes possible. We have to work so hard to enable it. 

When a lucrative market segment is up, you don’t rush to buy more equipment and hire more 

people. Instead, the company shifts focus away from some less lucrative segments. We can do it 

without losing those lucrative segments forever. Why? Because the competitors enable us this 

flexibility. At the same time, when a market segment is down, you don’t fire anybody. What you do 

is the company shifts focus to other segments. There is more to gain there, that we don’t need 

100%. We took only 20%. Is it understood? Yes or no? Do you understand how much work has to 

be done in order to reach this situation? All the previous things that I have said before. But now it 

does not matter if the market goes up or down. Look now what happens what I said about 340. 

What we get is 350, and this is a very nice conclusion. Look on 350. 

350 

For the company there is 

very rarely the need to lay off 

employees. 
For the company reaching this stage, there is very rarely the need to lay off employees, which 

means what have we done. We provide security. We can do more than that. Let’s look on the 

conclusion of 350 to 360. 

360 

The company protects  

and utilizes its most 

expensive assets – people 

 

350 
 If for the company there is very rarely the need to lay off employees, then the company protects 

and utilizes its most expensive assets – people. Protecting people is not you want just to induce 

them. Because they are your largest investment. And not to protect it means that you are capitalistic 

wrongly. Here is your biggest investment, and we let it go for nothing. This is the meaning of 

strategy. Can it be done in one swoop? No. Can it be done? Yes. Step by step. Let’s see now the key 

lessons that we’ve learned here. What are the rules, the guidelines that have to be in front of us 

when we are devising the strategy? Let’s go over them one by one. What is the first one? 

Develop a lasting competitive edge. 
It is not anymore a wishful thinking. If you follow the know-how that was presented in the first 

seven sessions, you know now how to do it. If you don’t do that, you are totally exposed. Every 

fluke in the market can throw you off totally. This is one guideline. This is one of the major pillars 

of a sensible strategy. Not enough. Another guideline that we’ve seen. Come on. The second one.  

Segment the market not the resources. 
Why do I say it in such a high tone? Because almost everybody is doing the opposite. Next. 

Elect not to take 100% of any 

market segment which is not 

very lucrative (leave things on the table). 
At the same time that you are leaving the things on the table, remember that you have to have the 

presence there. Not a dominant presence, but a known presence. Because if you do have to enlarge 

it, you do not start from scratch. Otherwise, it takes a very long time. Next one. 

Maintain presence in market 

segments which are 

less lucrative. 
 Even though you could have used these resources now (look at 201) to make more, remember that 

things will go down. Markets will go up and down. You have to have this presence. You do not 

develop a new name in the markets that you have not been there before. It takes time. So leave there 

the presence. OK. And the last one. 

Enter into segments for which 

the probability of many of them 

dropping during the same time 

period is very small. 



If you are looking at that as the sensible guidelines and check almost any strategy that you see, you 

will come to a conclusion that no strategies have some component of it. I have not seen any strategy 

that has them all. Not at all. Let’s go back to the first page. The very problem in achieving the entire 

tree is in two places. One is in succeeding to do the first step: the 100. 
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This a huge problem shift. Huge. What do we need from that? We need to sacrifice the local 

optimums point of view. We need to sacrifice the cost world mentality. Otherwise, even if we 

succeed to do 100, we succeed to do it in a very limited way. There is a huge barrier here of going 

into 100. Mental barrier. Let’s leave all these policies that have been guiding us for so long. We are 

complaining and bitching and moaning about them all. Let’s switch to something that we have 

always admired. The holistic approach. Judging things according to their global impact realizing 

that the local impact has nothing to do with the global impact. Sacrificing the entire cost world. 

Mentality and switching to the mentality of a superb world. Have you noticed that the first seven 

session we have been talking about it, so if you switch, then you are talking to the person who has 

seen the tapes, you would have a hard time how to communicate. To that extent. This is the barrier 

to reach that. It is not the money. It is not investments. It is mental shift in your mind. The next huge 

barrier is 140. To reach 140 you have to create a culture for the company that goes to reach for the 

stars. You have to create the culture that says: ‘We know now that we can do now whatever we 

want.’ What do we want to do? And let’s become number one. Don’t start with that. You start with 

that and you will probably be the only person in the company that takes it seriously. 
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If you go and achieve 110, and then you achieve 130. Then you say this is the time. Let’s shoot for 

the moon, let’s shoot for the big one. We can do it. We can do that. And then the injection 140 to 

implement. Don’t fool yourself. You are dealing here with two-three years’ work. Men’s work. To  

improve anything in the world by a factor of 10 is not easy. It’s a real challenge. But once you do 

that, the next injection after that on page 2 and page 3 becomes only warnings. Don’t do the 

opposite. OK? Just do that. It’s not a big deal, and then you have the company that is not only 

number one now. It is also number one for a long, long time. You have reached the build to last 

stage. You have a culture in your company. You have the clock, as they call it.  

Is it the end of our eight sessions? Formally, yes, but it is not. You see, it is obvious and in order to 

do that, what do we do? We have to take seriously the notion of ‘POOGI’, of process of ongoing 

improvement. And to take this seriously this notion, let’s go back to this camera. We have to 

understand that the process of ongoing improvement is not the green curve. 
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Process of ongoing improvement is going on the red curve. The more knowledge you have, the 

more you achieve, the bigger the base to take even the bigger jump. Until now we discussed the 

process of ongoing improvement that we have to put in our company. There is something else, but 

here moving into something which is saying I have something personal in that, which is must be 

also the POOGI, the red POOGI. In the knowledge of how do you manage companies. If anybody 

thinks to fool himself, that what was presented in these eight sessions is the end of the knowledge, it 

is craziness. 

 

 

Process of ongoing improvement POOGI 

 

There is a red curve in the knowledge as well. Now I am not talking about people that see me alive. 

I am also talking about people that will see the tape later. If you have reached this point after these 

eight sessions, it probably means one of two things: either you are totally masochistic, or you think 

that this approach makes sense. This approach of cause and effect, of logic, of using logic in order 

to trigger the right emotions, to trigger emotions, of using logic to always see the goal in the right 

conditions, of being very practical rather than using some empty phrases, this approach really 

makes sense. And more than that. You know exactly where I am coming from. You have seen the 

whole spectrum. The question starts to be: do you want to help me or to help in pushing the 

‘POOGI’ of the knowledge of management? Not just implementing this knowledge in order to have 

the ‘POOGI’ in your company, but to help in creating the ‘POOGI’ of the knowledge itself. Because 

if you do, there is a way to do it. There are three sections that will need everybody’s experience, 

intuition and the brain power in order to constantly push the knowledge, in order to be on the red 

curve of ‘POOGI’. Let’s see what they are. Three things. The first one is: polishing new solutions.  

Contribute to:  

- Polishing new solutions. 
Let me give you an example of what it means ‘polishing new solutions’. New solutions for me are 

something that were thought well, very well thought out, but as any physicist I will tell you that 

until you have done it in reality there is always a chance that you have done is not enough. You have 

still to polish it to find out what you forgot, what are the situations that exist and how you react to 

them, and so on. Let me give you an example of what I mean now, which new solutions in Theory 

of Constraint right now need polishing. I will start right talking, as usual, about the problem. And 

the problem is what blocks companies from starting the correct strategies on? We are starting on 

100. What really is the major block? And I am starting with three really big undesirable effects. 

That is how I am starting my analysis. One is the following: in the effort  to encourage companies to 

go in the process of ongoing improvement, at least in the States they took the beautiful initiative of 

providing recognition to the companies that are really leading the pack. One attempt like that is the 

Boldwich Wood.  Another attempt like that is the Shingle Wood. Another lead that they have taken 

is in the other two things, the one is more focused in the past on more TQM, the other one is 

focused more on Just-in-Time, now we all  including themselves know that they are just the two 

aspects to the same thing. And each year they are giving awards to the best companies, part of 

companies that have achieved the phenomenal results. And most of the companies that are now 

elected, should have been elected. If you really look on their performance relative to their 

competitors we are not talking about slightly better. We are talking about sometimes order of 

magnitude better in terms of performance. It is polished. I think in the beginning it was not exactly. 

The process of selecting the criteria, and so it was polished, and it’s very nice. And when we look at 

these companies, not only that their performance is phenomenal relative to their competitors, it also 



have not been achieved by using some enormous source of huge investments. And it was also not 

achieved by firing many people and hiring some supermen. It is the same people that were doing 

this before. It was achieved by changing the way of changing the local optimum to the global one. 

And when you see the results, and actually almost no investments that went into it, a lot of efforts, 

but no investment, you would think that when you examine those companies in the world, and they 

are not the full company. They are a plant or a division of a larger company, you would think that if 

you come three years later, you will see that these achievements have been copied. In the other 

divisions, or in the other plants. Does it happen? Does it happen? Nope. Sometimes they kill it. If 

they don’t kill it, you see them being copied everywhere? Not at all. How come? Here are 

demonstrated results, phenomenal results. How come in the same company, how come that it was 

not copied? Huge mystery. Somehow nobody talks about it. This was one undesirable effect. The 

other undesirable effects are a little more closer to me personally. One is the phenomenal success of 

my book ’The Goal’. I am talking about the undesirable effect. I have impression today that ‘The 

Goal’ has become worldwide in the industry today is the Bible. Do you know what is the Bible? 

Everybody believes in it. Very few are doing it. And my question is the following: How come? 

Because when I am looking on the actual results, I would say that only about 2% of the companies 

that are on ‘The Goal’ are really ready to implement it. The other 90+% have not done a thing. Just 

said that it is excellent, but they have not done a thing. Oh, they have bought more books, which is 

fine. I am against that.  But ask yourself, wait a minute, what is happening here? Why? And many 

times when people approach me and say: ‘Oh, I have read a book, it is beautiful. As a matter of fact, 

you owe me royalties because it must have been that you are setting my plant for six months writing 

it.’ And it is common sense, which means the person has needs. Two things. One, because it is 

relevant to his company, because it is written about his company. The second thing is that the 

suggestions that are written there  make there make so much sense that they make the common 

sense. And you know, until a few years ago that it caused my frustration, I was asking some people 

that came and praised my work: ‘So, did you implement it?’ 98% of the case, what do you think 

was the answer? Nope. Then I am asking: ‘Why not?’ Now I am getting an answer like: ‘My boss 

would never agree.’ And then when I am in a better mood, I usually ask: ‘Who gave you the book?’ 

And do you know what is usually an answer? ‘My boss.’ Or sometimes you are talking with the 

CEO of the company, the owner sometimes of the company. And I ask them if they implemented it, 

and they say: ‘No.’ But why? There is no answer coming back. So, even when things are explained 

to the extent that people call it common sense,  even then something blocked it from being 

implemented. What is it? That was the second undesirable effect.  

 

 
That was the second undesirable effect. And the third undesirable effect was a horrible phenomenon that 

occurкed in so many places. Some department in a company that implemented TOC, it might be in 

production, it might be in sales, it might be in distribution - depends which book they read first. Phenomenal 

results, unbelievable, and they  are flabbergasted at how easy it was to achieve it and then something 

amazing is happening. Of course, the constraint is not in their department any more, it moves to another 

department. They are not sitting on their laurels and  go to the other department trying to convince the other 

department to move and do you know what their result? It’s not that the other department moves but that 

they are called first of all fanatic and then they are pushed into the corner to the extent that you cannot even 

mention the word “TOC” any more. They have to hide it. What’s happening here? Well, when I’ve done the 

full analysis, you know the answer that was at the bottom. At the bottom was the fact that today the language 

that we use in order  to manage our companies is the cost world language, very developed. Our intuition is 

passion in the throughput world but there is no language to use for this throughput world. We now have the 

language you had these seven.. eight sessions but where do you save it otherwise? And if you don’t have the 

language and people are in the cost world and you try to tell them to move - what is happening? They tell 

you: “Of course but we are different”. You continue to push, they will tell: “I don’t want to hear it anymore”. 

And even when you are CEO you intuitively understand that if you don’t agree with everything that’s written 

in the goal, this is only part of the picture, it’s only production, what about the others? And if they are not 

matched in the same language you know that you are going directly into the wall. You may crack the 



company. What I was trying to figure out is what to do about it? And I’ve decided and something that I’ve 

decided a long time ago if people don’t have enough time then, take your time in other words when at the 

beginning when I’ve started with implementing TOC in production. So many people have tried to help me to 

come up with a page or two that explain what is TOC for production. That time it was called OPT. Do you 

know how many attempts was to try to put it in two pages. May be thousand, I’m not exaggerating. May be 

I’m it was more than thousand. Do you know where they ended up? In the basket, of course and then I found 

out that I have put it in two pages because top management don’t have time, if they don’t have time - let’s 

put it in 250 pages. They don’t have time for nonsense. They do have time for things that make perfect sense 

to them. And we cracked on the problem in production. But now we are dealing not only with production 

now we are dealing with the whole company. So, I’ve decided, wait a minute, if somebody comes to me and 

ask me: “Explain to me TOC for the whole company not production alone, not projects alone”. What do I 

recommend this person to read? I don’t have anything and more on that I don’t believe that a person can read 

so much because it becomes huge that’s why I’ve produced these eight sessions. Does top management have 

twenty four hours? Yes, if it makes perfect sense for them. As a matter of a fact, look on yourself you came 

to the first session, you didn’t commit to see everything but you are still here. After twenty four hours but 

this is not finished. How many companies have used the tapes of these eight sessions in order to really create 

the common culture and common language throughout the company? How many? So far how many? Zero. 

We are just now finishing the tapes. Yes, from my experience and other people’s experience I can predict 

what will be the obstacles. More than I can predict I wrote what is most probably the obstacles standing in 

your way in order to spread it in your company and how I think you should have the highest chances in going 

or removing one obstacle at a time until you will get it. What is a chance that it needs polishing? The chance 

is 100% that it needs polishing. Who will polish it? It’s only people like you that now understand the whole 

thing. 

[01:45:03] 

Now they want to move on it. They don’t want to become matryrs; they don’t want to move directly into the 

wall. And it does not matter at all if you’re one person in the whole pyramid very low or if you are the CEO 

of the company, you still have obstacles in changing the culture and how to use it. I wrote a whole article 

about what are probably the obstacles and how to overcome them and it turns out that the difference between 

every one of you - it’s just where are you in the process? Some of you are much more advanced than others 

because you are a top manager and with you other top managers are seeing this program and you have a 

consensus among you which is you are much-much long in the process than if you are an engineer working 

in one department that belong to one plant that belong to one division that belong to one group by big 

company. It’s just a matter of scale and there is I believe a way to go about it but what I need is your 

feedback. What worked, what didn’t work? What ways you found in order to make it work and so on. That’s 

the meaning for me of polishing new solution. More than that, there is also something that is called mutual 

help in what sense one of the obstacles that I believe you happen is that when you go to your peers or to your 

boss, he will ask “Who else is doing it?” Yes, we can provide now a list of thousand companies that have 

seen it but if we can provide also which companies are now really moving on it, which companies are 

already start to achieve the results and also the future and you get that thing. Do you understand that we can 

help each other here tremendously? This is for me polishing new solutions. This is essential because I 

believe that all of us together can shrink the time to polish to less than year rather than usually five or ten 

years but that’s not enough.  

  

There is something else which is mortals important in my eyes much-much more important which is help to 

construct solutions. What I mean is the following: right now I’m working on subject that I have not really 

discussed too much here. Oh, yes, I devoted the whole session to it and it’s still needs intensy and I’m talking 
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about measurements. How do you build a comprehensive system for any organization? How do you build it 

for yourself to fit it perfectly your organization? I know that we just started to scratch the service, for 

example when I started to work on it I’ve realized that there are two approaches to it. One is to look on the 

measurement system as the control mechanism as if you are a pilot sitting at the cockpit and you have many-

many gages and these gages are telling you where things are and according to this you are flying, ok? In this 

way to look on the measurements but there is a totally different way to look on measurements. 

Measurements are the most powerful tool that impacts people behavior. Tell me how you measure me and I 

will tell you how I will behave. So, the second way is what measurements, how do we construct it so that we 

can induce people to do what’s company… good for the company as a whole. And this is a beginning that is 

a clash the two approaches. Now I realize there is a way to do both of them together and the perfect match is 

coming out and there probably there is a way to tell it for any company. Yes, we have to think totally 

different because according to my analysis so far there are totally three totally different things that we 

mistakenly call all three of them measurements. For lack of better words I call one “virtues” and these are 

TIOV and the necessary conditions that I’ve talked about here. The other one is “factors” and third one is 

“measurements”. This work is at the beginning, in what sense the beginning? Yes, the analysis is done. Yes, 

I have the direction of the solution but do you know what the amount of work needed in order to trim all the 

negative branches to find out the procedures of how to implement so? Many. Here since you’ve already gone 

through the suffering of these eight sessions you already know where I’m coming and how to look on the 

global picture. Here I can use every one of you to help me construct the solution, to really bring it much-

much faster. And there is a third thing. It’s a long run, that’s probably the most important one suggesting 

issues that need a solution. 

 

By now I’m already in the grooves I have hard time to identify what issues the market at large, the world at 

large really need badly a solution? 

[01:50:05] 

What is the issue at all? Ok? You are not in the groove yet, more than that, you are many. And may be if you 

just say this is a problem because one, two, three, four and you claim that it’s not just you have it. It is really 

generic problem and then we can find the solution for it. So, what I’m suggesting is and I’m talking now to 

all of you - if you really want to help the POOGI of the knowledge I’m announcing right now something 

new. It’s called POOGI forum. 

 

Write to me about these three things if there are twenty people. Fine, we can answer it directly. I hope that it 

will not be twenty but twenty thousand people. We’ll find a way to read everything, to take everything into 

account and we find a way because if twenty people there is a lot of power in, it and to really do it all the 

time, write to me once in a month or two I will write to you back, not individually but what are the things 

that I’m writing about right now, much before that I’m pasting it in a public domain in all three categories. 

So if you really want to contribute write to POOGIforum@aol.com and write now. Don’t write too much, 

write only one thing “I’m in.” “I’m in.” Ok? I don’t want you to take now five days to think exactly how are 

you going to describe yourself and your company because you don’t write at all. If you really want to help 

also at the POOGI knowhow, not just the POOGI of your company to implement the existing knowhow, just 
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do that. After that or don’t wait for after that, every one that will write it will get back something, first of all 

you will get the essay that I need now to polish which is how I claim you should or it’s advisable to go about 

overcoming the obstacles standing the way of moving your company from the cost world to the throughput 

world. No matter, where you are in the pyramid, ok? Of course, you have to decide which stage you are, but 

I will ask you more on that, I will ask you give me a concise description of what is your company and what’s 

your job? 

 

So I know where you are coming from. If you really want to help each other as well, I suggest that you write 

something else as well which is. 

 

Write your opinion about the satellite program and write the initial actions that you or your peers already 

took, most of you already took some actions. Write it down now but write it one thing. You have to 

understand: this section will be used in order to give it to your friends in the POOGI forum that they can 

move their companies. So, make sure that what you wrote there is been able to be quoted outside. Is it 

understood? Now again, I would like to see again the e-mail address.  

 

Will you please help me? It’s so lonely to push alone the knowledge, and yes I have to go and talk personally 

with people and to go from place to place, that’s not enough any more, in order to maintain the red curve, we 

need you. Fine. This is the formal end but we now take questions. Do you like it so far by the way? Aaa… 

good. Questions.  

- Eli…/illegible/ 

G: No, if a person sees this tape five years from now let him join in. Let’s face it if you really understand 

what the meaning of POOGI, the more time that goes from now the bigger the need for more and more 

people to push the knowledge. So there is no time limit.  

[01:55:00] 

Some questions from the audience. Arjuna, Wichita, Kansas?  

Arjuna: Hello. 

G: Hi.  

Arjuna: Doctor Goldratt, can you hear me clearly? 

G: Yes, I can. 

Arjuna: Ok, doctor Goldratt, we have a question. I’m doing this call from Wichita, Kansas, we have products 

aircraft industry. We are manufacturing a big movement in the city.  

G: Yes. 

A concise description of your company and your job 

Your opinion about the satellite program. 

Initial actions already taken. 
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Arjuna: My question is. My question is if theory of constraint is a substitute of lean manufacturing or other 

way?  

G: Theory of constraint is not a substitute to lean manufacturing and lean manufacturing is not substitute to 

TOC. Look, if you look on lean manufacturing and technics that lean manufacturing is using you find out 

that most of it if not all of it makes perfect sense. Setup reduction programs, quality improvement programs. 

They all have perfect sense and there is enormous amount of literature and procedures of how to do it very 

well. I didn’t feel that I have to reinvent the wheel, so wherever there was something else that makes perfect 

sense in my eyes I didn’t bother to redo it. All manufacturing is covering is excellent but there is one 

problem with lean manufacturing because of it I’m terrified that what the future holds for lean manufacturing 

is what happened to TQM, even though we don’t admit it so much. Are you aware that TQM is deteriorated 

to lip service in most companies?  

Arjuna: Yes. 

G: Yes. Is TQM bad? No, it’s excellent. As a matter of a fact TQM is still more than half of lean. What 

happened? If we don’t find a way to focus the TQM or equivalent the lean to the right places so that a person 

that takes the action sees that there was real benefits to the company and he immediately sees that he is 

improving the performance of the company. What do you think will happen if this does not happen? People 

give up it becomes lip service. There is a tremendous need to focus where should we improve. To what 

extent we should improve. And it’s essential to improve now. If we want that people use these beautiful 

techniques we’ll see that it really help the company and because of it will do it more and more that becomes 

really a part of life. If we don’t do it lean will die like TQM. This is enormously big damage if this will 

happen because these techniques are excellent. So in my eyes you want your lean effort to succeed put 

minimum if you told about production drum before buffer management. Without the buffer management you 

don’t know where to focus the lean improvement efforts. Same is true in every other section. You have to put 

the mechanism that tell the person you have to improve that to minimum that degree because if that is a case 

and he/she improves it and then the company knows how to immediately take advantage that person knows 

what he’s done really helped. And then it’s huge incentive to continue on. Rather than what’s happening 

now. If we don’t want to be once again in the same catch that actually we have to take the techniques that 

was excellent like adjusting time and TQM to call them a new name – lean and in order to make them alive if 

we really want that they become a part of our culture dominate part of our culture we must integrate them in 

the natural environment. The natural environment of lean and TQM is not the local optimum environment. 

It’s not the cost world environment. It is a throughput world environment and the only thing that I know that 

provides a global picture and translates it into every local action is TOC. So, from my eyes TOC is the 

provider of the environment to enable lean to succeed. Did I answer your question?  

Arjuna: Yes, very clearly, thank you.  

G: Thank you. More questions. Glenn? 

Glenn: Yeah. Good afternoon, doctor Goldratt. 

G: Good afternoon.  

Glenn: My question is. Can we spill a green curve take it one after another not simulate or approach the red 

curve? This would it be the more for the technology development, inventions and productivity gain? 

[02:00:00] 

G: Correct. That is actually what I’m talking about. If you noticed I didn’t suggested to start everything at 

once. As a matter of a fact what I’m suggesting is a following. You take that at this stage and the second one 

at this stage start the third one and so on and so on. What I’m saying is this will never succeed unless we 

have the mentality of the red curve. Otherwise if we say ok just let’s take that and let’s polish it until then we 

are going to go on the green curve and the green curve problem is huge. We become so good in it that we 



continue and on and on and on. Do you understand what I’m saying? We’ve learnt how to improve this area. 

We’ve learnt how to improve the quality here. We’ve learnt how to improve the set up here. Suppose that we 

start and the setup was two hours and that was the biggest problem in terms of the flow. And you will reduce 

it to fifteen minutes. Now it’s not a problem at all but we know now how to improve the setup reduction so 

we continue from fifteen minutes to ten minutes, from ten minutes to five minutes. We continue on and on 

and on feeling so happy. Do we do anything? No. May be I should introduce here the word that I love the 

most, even though some people will become offended, shall I? I’ll do it. The word is slang even in Hebrew 

and every journal knows this word very well, the word is “chupchik”. Do you know what this… the meaning 

of this word? It is pissing in the wind and feeling very proud about it. That’s the feeling that kills everything. 

That’s why even though whenever you look on the red curve with magnifying glass you will find out that it 

is built from sections. The beginning of the sections of the green curve but the whole approach is not a green 

curve approach it is a red curve approach. More, more, more and you want to see the steps after and after and 

you want to see more on that you want to see when you start a real initiative. You want that within the 

initiative there will be the flag that tells you: “Stop, it’s irrelevant any more”. It was the most important now 

it becomes a “chupchik”, in other words if the constraint is broken to continue to improve it is not important. 

What is important is: find out the next constraint and if you are really smart you know where is the next 

constraint before you start even with the first constraint. That’s the meaning of the word curve. But to answer 

your question, you are right whenever you look on every red curve you find out that it is composed of the 

beginnings of each green curve. Have I answered your question?  

Glenn: Yes, doctor Goldratt. I think it’s comparison to doctor Deming’s philosophy at two steps. 

G: It does fit perfectly. You see doctor Deming, Joan, Ono, Kevi they are all the people who started to 

explore and show the system approach. Each one of them started from another handle, each one of them 

contributed tremendously. And if ten years ago, fifteen years ago they were debating what is better, or if one 

is contradicting to the other. Today it’s obvious it’s one thing and of course if it is one thing, the minute you 

understand it you see how perfectly matching things are not contradicting. Thank you. More. Brian? 

Brian: Yes. 

G: Where are you from? 

Brian: Doctor Goldratt, this is Brian Logan at the University of Ulster, Northern Ireland.  

G: How lovely.  

Brian: …managing people made a big impact here last week, the application of TOC to managing people 

however requires a radical change in mindset… 

G: Especially when… 

Brian: …the number of organizations participate in this program represented by only one person. 

G: Correct. 

Brian: Our question is how many people or what percentage of organization need to buy in or manage 

according to TOC for you to make significant progress? Particularly in a relatively conservative culture like 

Northern Ireland where we still struggling to achieve new solutions. By significant progress I mean ensured 

that they are routinely used throughout the organization.  

G: Yes, this is one of things that I was struggling with quite a bit but if you go back to the green curve and 

red curve.  

[02:04:58] 



I do suggest that even at the beginning the green curves look much better than the red curve I do suggest to 

go on the red curve which means it is a preparation. Build the base from which to really build after that 

because otherwise you may run very fast get a fast improvement but then you actually doomed your ability 

to continue on. Why do I say that? Because I do believe that unless you are really hurt info cash badly and 

then get the first improvement on the spot otherwise you are not an existence. Take your time to build the 

base an here I’m coming to your answer according to my experience, gut-feel, logic I think that the critical 

mass that are really so leadifying the future implementations is fifteen percent of the employees to 

understand and see the whole picture and here comes my answer. I believe that the first step should be, if one 

person has seen it what the obstacle is standing in his way? To reach fifteen percent of the company to all 

buy in into it. Now, this looks sometimes impossible I believe that it is possible. As a matter of a fact the 

article that I wrote about what are the obstacles standing and how to go about them is exactly on that. Should 

we stop after fifteen percent? I don’t think so. It is enough for what you said, but if we want the culture of the 

whole company to change, if we want to reach a company that is talked about in the book “Built to Last” the 

real culture of the company. I think that everybody should go through it. And you are absolutely right that 

session seven when we are talking about managing people shows to what extend everyone should be exposed 

in it. Brian, did I answer your question? 

Brian: Thank you very much. 

G: You are welcome but once again let’s understand something: one person have seen it, lonely in the 

pyramid. Who will listen to him? It’s a large company. Where is a way? I think. Am I right? I don’t know 

but if you really want help me to find out. I think that it is and yes I’ve checked it cases not on huge scale, 

not hundreds and so on, and there was not such a beautiful thing like these beautiful tapes, ok. It was some 

primitive tools and yes it is possible. If you really want to see my opinion about it whatever it worth I don’t 

know if it’s worth much. Then use the e-mail address, say “I’m in” because you are paying for it. Become 

real part of the development. And this means devoting some time to thinking. It’s not easy to develop new 

knowledge. It’s not easy to implement new knowledge. It’s not easy to develop it. Thank you, Brian. By the 

way Brian you are still on the line? I simply want to know how many people from Northern Ireland are 

hearing it. You see as an Israeli, I have something close to Northern Ireland. Luis, Mexico City? 

Luis: Yes, hello, Eli, again. 

G: Hi, Luis.  

Luis: We are calling from /illegible/ Americana, I’m speaking on behalf of Luis and our question is as 

follows. How do we go on after this program? And the second question is. Do we need to hire a TOC 

consultant or can we do it by ourselves?  

G: This is also one of the issues that I’ve covered in the article. One of the things was to what extent we need 

an external expert? My conclusion is that there are some cases that it’s vital, but in ninety percent of the 

cases it’s not. To that extent, but what are the criteria, when do you know it and so on? I wrote all of that I 

don’t want to spend now much time on them because of two reasons. One is I want you to pay for it by 

becoming part of the development, to write to this e-mail address. The second thing is I’m tired, and this is 

such important question that I don’t want to give answer so /illegible/  

[02:09:58] 

And I want that you have it in front in writing so we can really school to nice if it make sense or not. But to 

answer your question directly there are places that I don’t have any other way but recommending that you go 

out and get some real expert. There are such situations. Thank God that they are not common situations, they 

are exceptions in most cases having an external person is luxury. You want to pay for a luxury? Fine. But it’s 

not mandatory at all. Far from it, you can do it yourself. The knowledge that you need except of rare cases is 

in the public domain. Yes, you will have to sweat because if you want to write a tree that makes any sense 

and you will find out that the first tree that comes out are not exactly.. they look more like Hanukah bushes 



rather than trees but you don’t need an expert in order to improve then you simply go to your friend and he 

will kill them and you show him what? Somebody does not know TOC and then we try again and we try 

again and we can develop this expertise more on that in so many cases you don’t need to write even a single 

tree. The procedures of how to go about it have now already been developed. If for example your first 

constraint is in production and the second constraint will be in distribution and still the market is open you 

don’t need any journal. Everything is developed, even when you need a journal in order to have enough your 

offer to construct your offer - this does not need to go out and get consultant. You can do it yourself and 

sometimes even faster. There are cases that are so complicated that you need a real expert. Have I answered 

your question?  

Luis: Yes, Eli, I really appreciate it. 

G: So, real answer is – you want the answer – write to the e-mail. 

Luis: We will, Eli, thank you very much.  

G: Thank you. You know what? Once you devoted one year of your life’s to put such a program in place, 

and it is a full year and the last half an hour if you want to finish. So this will be the last question that I 

answer and will call it a program. Mark? 

Mark: Hello, doctor Goldratt. 

G: You are the one who going to ask the last question in the program.  

Mark: Oh, thank you very much, I appreciate that. My question is coming from the group of managers 

calling from Ontario, Canada and the question is: Does the effort to make changes being a first company in a 

group of competitors gain a competitors’ benefit? Is there more or less effort that the competitors won’t need 

to make a catch up, to catch up you? 

G: More effort without a doubt and at the same time they will not catch up if you have gone on a red curve 

even though that it require for them less effort per each step. If you are starting it with a mentality of the red 

curve even if you tell them exactly what you’ve done and help them, they will not catch up. What you have 

is the following phenomenon look on that. Here is the two axis and you are on that curve. If they start after 

you, let’s say here, ok? Look on the difference between you. The difference grows exponentially, so even if 

it’s easier for them to take the actions, still the net gap widens. When are they going to catch up? If you will 

stop and say: “We’ve done it”. If you are going on the green curve wing they will cross you. Is it 

understood? Yes or no? So, to answer your question, it’s less effort for the competitors after that but if you 

are really on the red curve they will never catch you. People who know a little bit of mathematics understand 

that when you are dealing with exponents, the gap is exponent. So, even though it’s easier for them, it’s still 

smaller than the way at which the gap is opening. Provided that you are all the time at this exponent and not 

daring to go like that because then without anything, they will cross you. Once they crossed you, God forbid.  

Fine, let me make small summary of what we’ve said here in the all eight sessions. What we said is it’s up to 

us. We are so used to blame everybody around us, our peers, our people, our boss, our government, the 

weather, God. Have you noticed something about these eight sessions? There is always a way what we need 

to do is just to have the courage, to look in reality as it is and re-examine our assumptions and think logically 

and then there is always a way. If you understood that, I’ve made my job. If you have not, at least implement 

it in your companies. Thank you very much.  

This concludes our broadcast for today. We hope you’ve enjoyed it but more importantly that you now know 

a new way to make improvements in your environment and how to make that change. Good luck with your 

improvements. This concludes “The Goldratt Satellite Program”. We’ve enjoyed our service and hope that 

you’ve been learning and creating positive changes throughout the eight sessions. On behalf of doctor 

Goldratt and everybody involving in bringing “The Goldratt Satellite Program”, thank you. 


