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INTRODUCTION 

Successful new-product innovation is one of the keys 

to profitable growth. Yet few business leaders are 

satisfied with their return on innovation spending or 

the resulting growth. While they need greater results, 

the areas responsible for creating that growth (mar-

keting, R&D and engineering to name a few) are al-

ready stretched... sometimes  to the breaking point. 

In Simplifying Innovation, Michael Dalton pro-

vides a practical solution for these business leaders 

and for the executives and managers they are count-

ing on to deliver that growth. In a compelling leader-

ship story format, he shares the Guided Innovation 

System for continuously improving new-product 

growth results with your existing resources. Adapted 

from manufacturing based continuous improvement 

methods, this constraints based approach helps the 

reader find and focus on high leverage changes—the 

ones that deliver the biggest returns for their efforts.  

WHY LEVERAGE MATTERS 

Leverage is a critical concept in innovation because 

your new-product resources are both finite and lim-

ited. So where you deploy those resources has a big 

impact. Since 20% of any efforts deliver 80% of the 

results, your new-product organization has a tre-

mendous potential for leverage. In fact, the top 20% 

will outperform the bottom 80% by anywhere from 

10 to 20 times. Imagine what your new-product 

earnings would look like if you replaced your lowest 

performing projects with more like the top ones.  

Consider the first actions Steve Jobs took when he 

returned to Apple. Within months, he had slashed 

the project portfolio to refocus on higher impact op-

portunities. Apple was in trouble, and he knew the 

importance of leveraging limited resources. But even 

as Apple regained its footing, Jobs maintained that 

focus. As a result, Apple can spend less on R&D than 

its competitors while still getting far better results—

that’s leverage.  

At first, leverage in new-product innovation can 

seem like a complex subject. After all, it involves a 

multi-phase process for finding, developing and 

commercializing new opportunities as well as the 

management of numerous projects that must flow 

through those processes—each with its own unique 

http://www.amazon.com/dp/061532939X/ref=nosim?newbook00-20
http://wp.me/PLKJB-yZ
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Innovation Process:   

The organization-wide activity 

of finding and profitably 

serving unmet customer and 

market needs 

Innovation only occurs when your 

invention or idea both meets the 

market’s unmet needs or solves a 

customer’s problems and generates 

cash flow exceeding the expendi-

tures for production and distribu-

tion. 

 

…too many companies act as if the goal is to 

increase the number of projects underway instead of 

the number they get across the finish line 

set of tasks, iterations, requirements and deadlines. 

With so many levers and moving parts, it can be dif-

ficult to know where to begin making improvements. 

That is where your constraint—the ultimate leverage 

point—comes in.  

Traditional approaches lack focus, encouraging 

managers to hold improvement events across the 

entire system. But the outcome of any process is con-

strained solely by its lowest performing element. So a 

Theory of Constraints (TOC) approach teaches man-

agers to focus all of the efforts on that one element—

the system’s constraint.  

PREREQUISITES FOR LEVERAGE 

Before you can begin taking ad-

vantage of leverage, it’s important 

to have a clear goal and a way to 

measure progress towards it. New 

products and services are critical to 

preventing market demand from 

becoming your constraint. While 

most of your operation works to-

wards making money today, the 

goal of your new-product efforts is 

to generate new demand so that you 

can make more money in the future 

- more money than you would with-

out those new products and ser-

vices.  

While there are many ways to measure innovation 

performance, throughput and cycle time are key. 

Throughput is the cash flow from the sales of new 

products and services over and above truly variable 

expenditures. Increasing throughput means more 

money or a higher return on your investment. Cycle 

time is the length of time it takes a project to go from 

proposal to generating throughput. Decreasing cycle 

time means that your innovation begins paying off 

sooner.   

   

5  FOCUSING STEPS DRIVE IMPROVEMENT 

STEP 1.   IDENTIFY YOUR CONSTRAINT 

When you ask the people in your organization to help 

identify the leverage point to higher innovation per-

formance, you’ll find no shortage of bottle-

necks. But even the most complex systems 

usually have only one constraint limiting 

their output. The key is to find your system’s 

overall constraint—the step in the innovation process 

where freeing up capacity actually increases 

throughput not just activity. Some questions that can 

narrow it down are:  

 Where do there always seem to be delays and a 

growing backlog of work? 

 What function or step in the process regularly 

keeps downstream groups waiting? 

 Do you have enough new ideas coming from the 

market place?  

 Are most delays in development? 

 Are you able to generate strong sales leads for 

your new products?  

One thing you’ll notice as you 

identify your constraint is that 

there will be numerous things get-

ting in the way of its effective use. 

That leads us to the second step. 

STEP 2.   EXPLOIT YOUR 

CONSTRAINT’S CAPACITY 

Ask the managers in your organi-

zation what’s preventing them for 

getting more out of the constraint 

and most will answer, “Re-

sources.” More resources always 

seem to be the solution. But the 

truth of the matter is that if you 

don’t change your approach to 

using your constrained resources, 

adding more of them won’t deliver 

much more than a higher cost structure. Instead, in 

order to fully exploit constrained capacity, you 

should start with the highest leverage changes—the 

policies and procedures that govern your innovation 

process.  The cost of policy changes is usually mini-

mal, but the ones that follow can as much as double 

the throughput of your system.  

INCREASE PROJECT FLOW WITH FOCUS 

Start by reducing and limiting the number of pro-

jects in execution at any one time. Instead of fully 

resourcing projects so they flow at full speed, too 

many companies act as if the goal is to increase the 

number of projects underway instead of the number 

they get across the finish line. As a result they spread 

constrained resources across far too many projects 

ensuring that they all take longer than necessary.  
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Limiting the number of active projects anyone is 

working on reduces multitasking overhead while 

nearly tripling the amount of real work that gets done  
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This chart shows the additional cash flow (area be-

tween the left and right curves) that a company can 

gain by running fewer projects at full speed instead 

of spreading their resources across more projects 

running at slower speed. The sequential curve on the 

left shows the cash flow for two identical projects 

running fully resourced, one after the other. The 

curve on the right shows what happens when you 

spread those same resources across the two projects 

simultaneously. It takes longer for anything to reach 

the market resulting in delayed cash flow. 

 

 

 

 

 

 

 

 

While this approach might appear to increase risk by 

“putting too many eggs in one basket,” it actually has 

the opposite effect. Reducing cycle time in this way 

(each project in the example took only six rather 

than twelve months) increases flexibility and limits 

risk. If the market opportunity for the second project 

had dried up after five months of simultaneous exe-

cution, that effort would have gone to waste. It’s also 

unlikely that it would have stopped there. However, 

focused execution gives you the strategic flexibility to 

bypass the second project for a more promising one 

without having wasted those resources. 

LIMIT MULTITASKING 

Corporate level multitasking causes everything to 

take longer, but so does individual multitasking. As 

people are assigned to more and more tasks, a larger 

percentage of their work becomes overhead. The 

work of keeping multiple project owners updated 

and happy quickly outstrips the real work of innova-

tion. Limiting the number of active projects anyone 

is working on reduces multitasking overhead while 

nearly tripling the amount of real work that gets 

done.  

 

 

 

 

 

 

 

Multitasking overhead overtakes value added work 

as people are asked to juggle more tasks. Nearly 70% 

of their effort is wasted overhead at the point where 

they are balancing 5 projects. 

CHOOSE WHAT YOU WORK ON CAREFULLY 

Of course, you will always have more projects than 

resources, and the ones you can’t staff at full levels 

should go onto your backlog. You can create even 

more leverage by using technical, commercial, and 

manufacturing feasibility as part of your assessment 

mechanism to limit what enters that backlog. Think 

of assessment as a sieve at the front end. It diverts 

losers and only allows strategically important win-

ners to access constrained resources.  

 

A study of best in class companies (top 20% of per-

formance) revealed that while they cancelled the 

same overall percentage of projects, they did so 

much earlier in the process. Early pruning focused 

their constrained resources on better projects earn-

ing them twice the percentage of revenue from new 

products and delivering projects in half the time of 

their competitors. 
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PRIORITIZE FOR MAXIMUM LEVERAGE 

After assessment, the backlog still needs to be priori-

tized so that everyone knows which project starts 

next when resources become available. But there will 

always be disagreements about priorities. Respecting 

any strategic emphasis on particular markets over 

others, the way to maximize overall return is by pri-

oritizing based on return per unit of constrained re-

source. Consider the three projects below.  

 

 

 

 

 

 

 

 

 

 

 

If application testing is your constraint, Project A 

delivers $250 of projected return per hour of test-

ing vs. $233 and $188 for the others making it the 

highest priority and earning as much as a 30% 

greater return.  

FINISH PROJECTS ON TIME IN LESS TIME WITH CCPM 

New-product innovation relies on project execution, 

but finishing late is an almost universal complaint. 

What’s more, leaders rarely get any warning that a 

project is in trouble until it’s too late. A Critical 

Chain Project Management (CCPM) approach ad-

dresses both these issues and is another key to effec-

tively exploiting your innovation capacity. With it 

you can reliably deliver projects on time in as little as 

half the time. 

While innovation processes have leverage points, so 

do the projects flowing through them. That con-

straint is the project’s longest sequence of tasks—the 

critical chain. CCPM is the management system for 

leveraging on-time project execution: 

1. Up-front planning for each project is essential. 

Involve cross-functional team members to 

identify all of the tasks required to develop 

and launch the product. Working backwards 

from the successful launch, arrange all the 

tasks into a network showing the order of exe-

cution.  

2. Estimate the touch time required for each task 

assuming no multitasking or interruptions. 

These durations should be aggressive enough 

that they only have a 50% chance of finishing 

on time. This step is critical, as most projects 

are full of hidden padding intended to protect 

against uncertainty. CCPM provides protec-

tion but only for the project due date. This 

prevents student syndrome (procrastination), 

apple polishing (unnecessary perfectionism), 

and sandbagging (sitting on finished tasks so 

expectations aren’t raised in the future) all of 

which waste padding without providing any 

protection against real uncertainty. 

3. Resource level the plan by eliminating any 

scheduled multitasking within the project it-

self. This may appear to lengthen the plan but 

reflects reality. The longest series of tasks is 

your critical chain. There are several good 

software programs for identifying the CC. 

4. Protect the project’s due date from uncertainty 

by adding a project buffer equal to half the du-

ration of the critical chain.  

5. To shorten the duration, scrub the network for 

tasks that can be done in less time with differ-

ent resources, take tasks off the critical chain 

by finding ways to eliminate precedence re-

quirements, or change other assumptions lim-

iting earlier execution. Never try to shorten 

the duration by trimming the buffer—

otherwise padding will rapidly creep back into 

the estimates you get. 

6. Execution is synchronized relay racer style 

with CC tasks starting as early as possible, re-

sources working as fast as possible without 

any interruption or multitasking, and the next 

runner always ready and waiting for the 

handoff. CCPM doesn’t focus on task dates or 

milestones because they drive procrastination 

and padded task estimates. 
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7. The project fever chart highlights problems 

when buffer is being used up faster than criti-

cal chain tasks are being completed.    

8. The pipeline fever chart shows where the pri-

orities are. Resource managers know that un-

less there is a significant benefit to finishing 

one of the projects early, they should direct 

shared resources to work on the project that is 

at highest risk of finishing late. It also gives 

management an early warning system so they 

can dispatch additional bench resources when 

projects start to get into trouble.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

9. New projects don’t enter the CCPM pipeline 

until they won’t jeopardize on time delivery of 

any of the projects in execution. The easiest 

way for mid-size and smaller companies to 

achieve this is to simply limit the number of 

projects in execution at any one time. Larger 

companies may prefer software that monitors 

a drum resource (the process constraint) to 

tell them when the next project can start with-

out delaying the projects already running. 

 

While executing projects in a CCPM environment 

may take a few extra days of upfront planning, the 

benefits far outweigh the investment. Companies 

that embrace CCPM report an average cycle-time 

reduction of 30-50%. As importantly, their projects 

finish on time with more than 90% reliability. But 

CCPM takes management commitment. View it as a 

trick to get people to agree to aggressive timelines or 

work harder and they’ll see through it.  

REPLENISH WITH A CUSTOMER VALUE LENS 

With execution under control, you’re ready to focus 

on replenishing your pipeline with more high value 

new-product opportunities. Instinctively, this is 

where most people start. But without establishing 

flow and improving project execution first, it’s easy 

to stumble or lose focus. That can result in the or-

ganization becoming disillusioned before the change 

effort gains needed momentum. 

Customers buy new products when doing so provides 

more value than the alternative. So the Customer 

Value Lens is a framework for finding new ways to 

create value. It starts with technical and commercial 

teams observing the constraints and limitations ex-

perienced by customers and end-users in your target 

markets. These limitations might be described in 

terms such as inefficient, inconvenient, dirty, dan-

gerous, time consuming, costly, repetitive, unpre-

dictable, or otherwise undesirable. Sometimes end 

users don’t even see their own limitations. These 

unarticulated needs can represent a new dimension 

for competition. For example, instead of competing 

on suction like everyone else, iRobot discovered an 

unarticulated need for the convenience of unattend-

ed cleaning with its Roomba® vacuum. 

As commercial and technical teams identify unmet 

needs that you could potentially solve, they need to 

go deeply enough to be able to answer three big 

questions:  

1. What superior value proposition would we 

bring to solving the buyer or end user’s unmet 

need? In most industrial applications that 

means one of three things:  

a. Helping them sell more 

b. Freeing up working capital, reducing inven-

tory or mitigating fixed asset investments 

c. Reducing their operating expense    

2. Given the value created, what price would pro-

vide the buyer with an acceptable payback on 

their purchase or investment? 

3. Given that price and your estimated cost to de-

velop and manufacture, what return would the 

new product generate for your company? 

 

If the team answers all of these questions and still 

has a compelling proposition consistent with compa-

ny strategy, the next step is a project-planning pro-

posal with the first step being to test feasibility.  

STEP 3.   SUBORDINATE TO THE CONSTRAINT 

You’ve identified the constraint and are doing every-

thing possible to exploit its capacity—now what? The 

Subordinate step is about operating your other re-

sources (the so-called non-constraints) in a way that 
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More efficient use of non-constraint resources … 

might makes managers feel good, but only gives 

the illusion of improvement 

TOC: Theory or Proven Results? 
 
Theory of Constraints is an unfortunate 

choice of terms since TOC is anything 

but academic fluff. In fact, some practi-

tioners refer to it as constraints man-

agement for just this reason. So where 

is the evidence that TOC works in prac-

tice? Until recently, most of the evi-

dence for TOC has been anecdotal 

examples from over 25 years of suc-

cessful real world implementations in 

everything from small companies to 

single plants of multi-nationals like 

DuPont, General Motors and AT&T. 

However, just last year Sanmina-SCI, 

the $11 billion electronics component 

and assembly firm, released the first 

comprehensive study with statistical 

evidence of TOC’s impact. They con-

ducted an internal evaluation putting 

traditional six sigma and lean imple-

mentations up against TOC used to 

focus the lean and six sigma tools. The 

results were stunning. While all 21 

plants saw improved results, the 6 

plants using TOC to focus efforts gener-

ated 89% of the total improvement. 

The other 15 plants generated only 

11% of the results. By focusing on the 

constraints, TOC leveraged improve-

ment efforts to produce 15 times 

greater improvement than traditional 

continuous improvement methods by 

themselves. 

subordinates their activities and measures 

to ensuring maximum utilization of the con-

straint. It’s important to realize that more 

efficient use of non-constraint resources 

might make managers feel good, but only 

gives the illusion of improvement. For example, if 

product development is the constraint, finding more 

opportunities isn’t likely to increase the system’s 

results. In fact, adding more opportunities can actu-

ally slow your development group’s progress as they 

try to juggle more projects. So what does subordina-

tion involve? 

HELPING THE CONSTRAINT 

A key part of the Subordinate step involves non-

constraint resources using their spare capacity to 

unload the constraint by either 

helping with its tasks or helping 

eliminate tasks. For example, take 

the case of an adhesive company 

with its bottleneck in perfor-

mance testing. The formulators 

could make testing easier by 

gathering all of the testing mate-

rials needed before the next task 

is released to the constraint. They 

could also help out in the testing 

lab or even go as far as finding 

advanced experimental design 

techniques or modeling methods 

to reduce the number of samples 

required to optimize formula-

tions. By taking these steps, the 

formulators would be taking 

some of the load off the con-

strained testing group and help-

ing get more projects through the 

system in less time.  

These changes can be difficult for 

non-constraints to embrace. In 

the previous example, it’s not 

hard to imagine that the formula-

tors could push back and even 

suggest changes in testing to 

make formulation easier. It’s easy 

for functions to get caught up in 

local efficiency whether they are 

organized into departments or 

along matrix lines. Managers 

need to be clear on the 

portance of subordination and 

help individuals understand why 

the constraint’s productivity is 

what must drive change.  

MAINTAINING PROTECTIVE CAPACITY 

Yes, it’s important to maximize your constraint’s 

utilization. But it’s nearly as important to operate 

your non-constraints with at least 20-30% spare ca-

pacity. This may feel inefficient to managers 

schooled in local optimization, but without subordi-

nating this protective capacity, the smallest hiccup 

can cause them to become temporary roadblocks 

affecting the constraint and seizing up project flow.    

There’s an old joke about a pro-

fessor who fills a pitcher with 

rocks. After his students confirm 

that it’s full, he proceeds to show 

them that he can still add sand. 

Again, the students confirm that 

this time it’s truly full. He finish-

es by proving that there’s always 

room for beer. Unfortunately, 

too many companies take the 

same approach in new-product 

development. If they see a non-

constraint with any spare time 

(protective capacity), they waste 

management attention on keep-

ing that function busy at the ex-

pense of project flow—often by 

overloading them with tactical 

tweaks and line support or 

maintenance projects.  

While these smaller projects are 

certainly part of doing business, 

the unintended consequence is 

that left unsubordinated, they 

end up consuming protective 

capacity and delaying strategic 

programs. Some companies find 

it useful to firewall their new-

product efforts by either assign-

ing a fixed percentage of re-

sources to support projects (e.g. 

2 out of 10 people) or by limiting 

their number (e.g. every 5 out of 

10 projects which might only 

reflect 10% of resources). This is 

an effective way to insulate new-

product development from the 
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People resist change when they feel it threatens 

their security - involve them in making the changes 

and they will take ownership for the improvement. 

  2. EXPLOIT 

   

    3. SUBORDINATE   

 

      4. ELEVATE 

 

 

  5. START AGAIN 

  1. IDENTIFY 

immediate demands of line maintenance and sup-

port. 

STEP 4.   ELEVATE CONSTRAINED CAPACITY 

After taking the actions outlined in the Exploit and 

Subordinate steps, you will have significantly in-

creased your new-product innovation capacity—

usually by a factor of two or more.  You will also be 

earning far better returns on your innovation spend. 

If your organization can keep up with the additional 

growth, the next step is elevating your constraint’s 

capacity.  

At some point, Elevation means adding staff or re-

sources, but there are still a few things you can do to 

elevate without immediately adding costs. A top-

grading approach to staff selection and develop-

ment—putting the right people in the right roles—

can make a big difference in innovation capacity. A-

players are up to 10 times more productive than C-

players. Additionally, Open Innovation can elevate 

capacity. However, it does take careful planning and 

coordination which many companies underestimate 

or neglect altogether.  

STEP 5.   CONTINUOUS IMPROVEMENT 

 

 

 

 

 

 

 

These days, the idea of a manufacturer without a full 

time continuous improvement effort is almost un-

thinkable. They’d be eaten alive by competition in a 

matter of a few short years. So why shouldn’t the 

part of the company responsible for future growth be 

held to the same standard? 

Sometimes there is a concern that continuous im-

provement means breaking one constraint and mov-

ing onto the next one. After all, it takes a significant 

change effort to fully exploit the con-

straint. Moving it over and over again 

would disrupt the organization requiring 

constant retraining as policies and proce-

dures are changed to reflect the new constraint—not 

exactly a momentum builder. Instead, it’s best to 

figure out where you want the constraint to be from 

the start of the improvement effort.  

With this constraints management approach, it is 

best to designate a constraint that is both visible and 

can easily set the pace for the rest of the organiza-

tion. More importantly, it should be the part of the 

organization with the highest cost to elevate. For 

example, adding capacity to a pilot production facili-

ty in the specialty chemical industry can cost millions 

of dollars for facilities, equipment and permitting. 

Adding capacity in synthesis labs or application test-

ing would only cost a fraction of that amount. That 

makes the pilot plant a good choice to be designated 

as the constraint.  

So the nature of high leverage continuous improve-

ment becomes a cycle of maximizing your con-

straint’s throughput followed by monitoring 

protective capacity. In the pilot plant example, there 

would normally be applications testing downstream 

to verify that what was made in the pilot plant 

matched the performance of lab samples. Eventually, 

as the pilot plant increases its output, spare capacity 

in applications will be used up and will need to be 

increased in order to ensure protective capacity. That 

could mean more staff and equipment or maybe just 

adding another shift. As you continue to drive im-

provement and elevate your constraint, this fifth fo-

cusing step becomes regular monitoring and 

elevation of the non-constraints to maintain the pro-

tective capacity needed to ensure steady flow 

through the bottleneck. 

   

PUTTING IT ALL TO WORK 

So, as leaders, how do you begin to put the Guided 

Innovation System into practice? It would be easy to 

say that it’s just a matter of discipline in identifying 

your constraint and then taking the new-product 

development activity in your business through the 

five focusing steps. But as any experienced leader 

knows, change is more difficult than that. The un-

known elements of change can be seen as a threat to 

security, causing fear and resistance. Knowing that, 

there are multiple layers of resistance that you must 

be prepared to take your organization through:  
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Click to buy the book on Amazon 

1. Do we have a problem? Do we agree on what it 

is? 

2. Is the direction of the proposed solution cor-

rect?  

3. Does cause & effect confirm that the changes 

will really solve the problems? 

4. What could go wrong with the solution? What 

are the negative side effects? How can we avoid 

them? 

5. What are the obstacles to im-

plementation? What is our plan 

around them? 

6. Is management committed to 

ongoing innovation improve-

ment or is this just another 

program that will come and go? 
 

These are normal concerns for peo-

ple to have. Take measured steps, 

one focusing step at a time, and most 

importantly, involve them. Invest in 

expertise and train your people in the 

concepts of TOC applied to innova-

tion. Ask them what the obstacles are 

to using it effectively in your organi-

zation, and then involve them in 

finding solutions around those ob-

stacles. Some of the TOC thinking 

tools can be very helpful for this pur-

pose. It is critical that people feel 

secure in expressing their opinions 

and issues without having it come 

back to haunt them. A facilitator can 

help with the process, but as the 

leader, you must also be involved to 

establish trust and help bring people 

through the layers of resistance. 

Most of the time, you’ll find that your 

people develop common sense solu-

tions. Maybe even more importantly, 

you’ll find that their ownership of 

even a slightly less than perfect solu-

tion creates the commitment needed 

for lasting change. With that com-

mitment you’ll be able to leverage the 

constraints holding back your growth 

and achieve your goals of making more money in the 

future. 

   

 

FEATURES OF THE BOOK 

Reading Time:  4 hours, 10 minutes, 230 pages 

Simplifying Innovation is unique among innova-

tion books, using a story to teach the main concepts 

of TOC applied to new-product innovation. This in-

tuitive approach engages the reader and makes ap-

plying the concepts more concrete. For those that 

prefer a more traditional learning 

approach, a comprehensive sum-

mary is included at the end. The 

book also offers readers numerous 

free downloadable resources includ-

ing the author’s SimpleCC critical 

chain project planning tool.  
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A Note to Our Readers 
This summary is provided as a service for busy exec-

utives and professionals and is not meant to replace 

the book. If you find the ideas it contains helpful, you 

are encouraged to purchase the full book. 
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