
The Klondike for production
by Vadim Prosyannikov, President, “Raut Automatic” Company (Kiev, Ukraine)

Their competitors are Siemens and Honeywell, they started with the production of 8 units 
per year and didn’t understand the market at all. But during the Economic crisis in 2008 
when the sales dropped down on 50% , the company not only saved its profits, but was 
able to pay the bonuses to its employees, as well as to make investment into social pro-
jects. How did they make it? Here is the story of technical educated President of a small 
company. This story will change your opinion of production management.

At the very beginning it was a gamble 

When we’ve founded  the company, the market 
was filled mostly by foreign companies - such 
global players as Siemens, Honeywell, Regin, 
Johnson Controls and the others. Meanwhile 
we’ve been  engaged in a narrow specialized 
niche. It was pretty risky, but we had a good 
engineering staff who clearly knew what this 
equipment is needed for and how to install it. 
Initially, we’ve focused on projects of installation 
and commissioning , producing devices only for 
ourselves. Later it turned out that our devices 
are attractive not only for us. Later we’ve real-
ized that we don’t want to deal with something 
else but those devices.  The company has 
moved from just installation company to manu-
facturing company  but it wasn’t planned at the 
start. 

The main disadvantage at that times was that 
we didn’t understand what were the needs of 
clients. It was MTO (Make to Order) production, 

lead time   was pretty short, but the market still 
didn’t “swallow" our products. At  the first year 
we’ve made 8 units in total, at the second year - 
already 40. We’ve survived because of service 
works . After then, in 2003-2005 we’ve started 
to stress on marketing seriously. We’ve de-
signed various device families, realizing that we 
need to occupy different market segments, and 
as a result - we have reached the level of 100 
units per month. But at that moment the other 
problems arise. We didn’t meet our lead times  
any more. When we’ve produced only few  
devices the lead time was not more than  one 
week. And when the volume grew to hundreds 
items per month, the lead time  increased. It 
happened that the consumer could expect his 
order up to 2 months. Not every client cold af-
ford to wait for so long. Then we’ve decided to 
make some volumes and our production turned 
from MTO to MTS (Make to Stock). That time 
we faced the "classics" of this type of produc-
tion: the overstock of one units and out-of-stock

 
About the company "Raut-Automatic": 

“Raut-Automatic”  was founded in 2000 by engineering staff that came out from a construc-
tion and installation company from Kiev (Ukraine). That time the staff counted only 6 employ-
ees (today there are100 employees). The production specialized in manufacturing only of a 
few devices. The company’s revenues came mostly  from  making projects , installation and 
commissioning works . Nowadays, the product portfolio  includes about 100 SKUs of devices 
and sensors used in automation and control engineering systems of various buildings: resid-
ential, offices, production (ventilation, air conditioning, heating and boiler rooms, cold and hot 
water, lighting, etc.). Many of them have been successfully installed and operating in over 150 
thousand sites across Ukraine and abroad - England , Denmark , Czech Republic , Croatia, 
Georgia, Mongolia, Moldova, Russia . 

Interview with Vadim Prosyanikov, President of “Raut-Automatic” company:
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When we’ve founded  the company, the market 
was filled mostly by foreign companies - such 
global players as Siemens, Honeywell, Regin, 
Johnson Controls and the others. Meanwhile 
we’ve been  engaged in a narrow specialized 
niche. It was pretty risky, but we had a good 
engineering staff who clearly knew what this 
equipment is needed for and how to install it. 
Initially, we’ve focused on projects of installation 
and commissioning , producing devices only for 
ourselves. Later it turned out that our devices 
are attractive not only for us. Later we’ve real-
ized that we don’t want to deal with something 
else but those devices.  The company has 
moved from just installation company to manu-
facturing company  but it wasn’t planned at the 
start. 

The main disadvantage at that times was that 
we didn’t understand what were the needs of 
clients. It was MTO (Make to Order) production, 
lead time   was pretty short, but the market still 
didn’t “swallow" our products. At  the first year 
we’ve made 8 units in total, at the second year - 
already 40. We’ve survived because of service 
works . After then, in 2003-2005 we’ve started 
to stress on marketing seriously. We’ve de-
signed various device families, realizing that we 
need to occupy different market segments, and 
as a result - we have reached the level of 100 
units per month. But at that moment the other 
problems arise. We didn’t meet our lead times  
any more. When we’ve produced only few  
devices the lead time was not more than  one 
week. And when the volume grew to hundreds 
items per month, the lead time  increased. It 
happened that the consumer could expect his 
order up to 2 months. Not every client cold af-
ford to wait for so long. Then we’ve decided to 
make some volumes and our production turned 
from MTO to MTS (Make to Stock). That time 
we faced the "classics" of this type of produc-
tion: the overstock of one units and out-of-stock 
on other units.  We had the situations when  we 
have 200 finished goods  on hand but the mar-
ket was asking for other SKU’s at that particular 
moment which we had at out-of-stock.  I could 
not understand how can it be like that? A part of 
wholesale customers was able to wait 1-2 
months, but we did not reach the retail. In 2005 
we had about 40% of the market but after the 
stagnation startyed. I felt that things are getting 
worse. Then I’ve decided  that in addition to 

technical education I need to get management 
education. 

What hooked me in TOC? 

The story of how did I meet TOC  started with 
one letter. I received e-mail with an invitation to 
get known with new business approach how to 
manage company  - the Theory of Constraints . 
There was one phrase that hit me. The fact is  
that that message was extremely”on-time”  and 
it stood out of all other mass of e-mails. When 
the output of our company was growing we 
were thinking about how to do even more and 
faster. For that we needed to increase our pro-
duction capacities  but we didn’t had such in-
vestment and  did not want to take a bank loan. 
That phrase in the letter was saying: "How to 
increase your sales without a loans and invest-
ment" ... I was thinking about  it and soon I’ve 
bought the book "The Goal" (the most famous 
novel by the author of Theory of Constraints, 
Israeli physicist Dr. E. Goldratt ). Then it was a 
brain explosion. Because the theory of con-
straints says that all that we’ve been doing  we 
have  to do another way. Finally it became quite 
clear to us why we were not so successful as 
wanted.  

Implementation difficulties 

It took us a year to make all employees read the 
book by E. Goldratt. Unfortunately, many people 
initially did not believe in the possibility of im-
plementing such solutions in our company. Then 
we began to gather for briefings, discussing in-
dividual paragraphs and began to think about 
how to make real  described in that book things 
into our own production. It was very interesting 
whether TOC will work at our company. 

From what step we’ve started to implement 
TOC? If I say that this was an analysis of un-
desirable effects (UDE ) as it should be, it will 
not be the truth. We’ve started not even with 
the "injections" and its consequences but with 
the way to fix them. The first thing I pulled out of 
the book is “bottleneck” ¹. We’ve started  fanat-
ically follow the production cycle, walked with a 
stopwatch and were defining who and how 
much time is working. It turned out that we’ve 
got endless "constraints" - everywhere in each 
production site. Later I realized that it was stu-
pid and unconscious work. First correct step in
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TOC implementation born after attending a 
training "It's Not Luck" in Kyiv Mohyla Business 
School (kmbs). Production training was held by 
Andriy Kolotov, head of TOC-practice of Apple 
Consulting© and it laid everything “on the 
shelves” in my mind. I saw clearly the conflict 
between local efficiency and throughput. It be-
came clear to me that I should not go and see 
who is working a little I must check and "beat 
hands" of those who do something extra. It was 
a real turning point (pivot), which made me look 
at things differently. 

Simple things 

We’ve started doing simple things: for example, 
we reduced production batches. At the begin-
ning  our engineers were telling that this is  im-
possible. Operations manager considered that  
this is the wrong way – all the time to resched-
ule the equipment (though the whole process of 
rescheduling took no more than 7 minutes, and 
we were able to do it 2-3 times a day). People 
resisted very much, they did not want to work in 
new rules. It was also my mistake -  I  did not 
sunk into the process deeplySabotage of my 
workers lasted until I came to the factory and 
saw with my own eyes how few time actually 
the rescheduling process takes. The next day 
the problem was solved: we’ve changed the 
Operational Director and the change process 
shifted from the "dead spot".  If previous manu-
facturing batch was  not less than 10 SKU, now 
we have reduced it to one product. 

As soon as we did this, it turned out that the 
automatic radioelement installer, that we con-
sidered was a "bottleneck", runs at only 10% of 
its load. 90% of the time it worked with abso-
lutely not necessary things. We started to ana-
lyze our manufacturing and saw how much un-
necessary stock we had. About 80% of money 
stuck in unnecessary raw materials , expenses 
for components were “hyped”. This amount of 
“frozen money” would be enough for a new 
production line without taking bank loaans - 
money was in front of  our nose. 

TOC has helped us to see it and “to stand on 
legs” more confident. Especially it helped a lot 
during the  drop down of the construction mar-
ket and the orders to 50% in 2008. It is striking 
but when most developers have frozen their 
construction sites we even got some money for 

indexation of wages and launch several social 
projects. During the economic crisis of 
2008-2009 we didn`t have any wage arrears! 

The company's shareholders also felt the differ-
ence:  if earlier when picking up 100 conditional 
UAH on the volume of orders they were con-
stantly thinking about how to cover losses, 
today even in conditions of the deterioration of 
the situation in the country they are getting 70 
conventional UAH on volume of orders we are  
investing them. We were not only able to stay 
afloat, but were able to maneuver, to rebuild our 
business. Currently we are  producing up to 500 
devices and about 1,000 sensors per month. 
The next step of TOC implementation is dealing 
with buffers. We have already reduced lead time 
from 5 to 2 days and thus reduced the buffer by 
2.5 times. As a result – we’ve reduced amount 
of money "frozen" in stock of goods and materi-
als and accessories. 

Mafia effort for supplier 

Participation in the second TOC business train-
ing gave me a clear understanding of how to 
communicate with suppliers. The chain of "sup-
plier - manufacturer - distributor " works well 
only when each link is aware of its benefit from 
participation in it . I’ve convinced some vendors 
I convinced to work in accordance with exciting  
scheme. I explained them that the market 
doesn’t wait for us and that the on-time supply 
was more important than the minimum price of 
the order. We came to the conclusion that the 
price of many components is even higher on the 
market  but I always have them on stock and I 
pay on as I consume them. 

Not only survival but also capitalization 

I believe that TOC gave us the opportunity to 
survive. If we did not deal with the implementa-
tion of TOC before the economic crisis we 
would have been out of the market. Now des-
pite the situation in our country we begin taking 
steps to capitalize on previously earned reputa-
tion as a reliable manufacturer – we have all 
goods available on  stock in comparison  to for-
eign companies that have significantly reduced 
the volume of imports. When a customer calls 
to our competitors and hears that the delivery 
will take 3 weeks he immediately calls us and 
we ship the order the next day. We also tried to
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 listen to the advice of Dr. E. Goldratt which he 
gave to manufacturers in his business novel: to 
sell the goods not by the price list but more ex-
pensive. Why are we trying to do it and the 
most important - why clients still ready to work 
with us  on such conditions? First of all, our 
devices are always available, they should not 
wait for long as in  case of foreign competitors. 
Secondly,  for some devices there is a need for 
special  software. We offered to the client who 
does not want to wait to perform it twice fast 
but for extra money. Our constant clients re-
sponded to this change normally. It is because 
the market wants to pay more for reliability, 
speed and individual approach. 

After we have put our production in order, freed 
all the frozen money from there, every step we 
do today is directed on improving the com-
pany's financial performance. 

One point I’m not quite agree  with Dr. 
Goldratt 

I must admit that despite all my due respect, 
there is one thing  I'm still not quite agree with 
Dr. E. Goldratt. In all countries common sense 
and logic dominate in each personality. Showing 
someone his personal win that person will be 
guided by common sense. But we are all differ-
ent. The greatest difficulties in TOC implementa-
tion are caused by the Ukrainian mentality. 
When you describe to a  supplier or employee  
his "crocodiles", "mermaid", "crutches" and 
"pots of gold" of the change matrix ², he 
agrees , but then says that it’s more comfortable 
to leave  "things as they are". And this is despite 
of the fact that the "crocodile" soon "devour" his 
company, the “mermaid” is almost “dead”. 
Simple logical arguments do not work here. 
People are not willing to change. This could be 
due to lack of a good practice of changes as 
well as due to  our mentality. That's why it took 
us so long to implement – we were doing it –for  
almost 5 years. 

Social Projects 

Today, we cooperate closely with the Kiev Poly-
technic University where we have a laboratory. 
Students can practice with our equipment and 
graduate the University ready to work with 
modern technology. We have plans to extend 
the lab and to make exercise stands where it 
will be possible to re-qualify  some specialists of 
the Ukrainian common household field. We 
really want to transfer  our knowledge in the field 
of energy conservation. Due to reasonable en-
ergy expenditure Ukraine could annually save 11 
billion euro. And the greatest potential for en-
ergy savings is in  our industry. 

Today I see a special value in TOC recommend-
ations for the Ukrainian businessmen. The ef-
fectiveness of many businesses in Ukraine is 
extremely low. It is often compensated with 
small salaries, large margins and non-competit-
ive environment. But facing the world market 
with such approach is hopeless. And the main 
reason of such situation is  the lack of owners’ 
attention and local efficiency mentality  as the 
post-Soviet syndrome. Managers generally have 
only two problems: either something is not 
available, or it is present in excess. There are 
thousands of small and medium-sized busi-
nesses in Ukraine and they need our experi-
ence. We are ready to share our knowledge and 
believe that it will allow other companies from 
different industries to improve their efficiency. 

The most important thing is to build TOC in the 
brain. To make people aware that they must 
look for core reasons and not “fire-fight”. 
Through simple examples, such as our produc-
tion, TOC proves that improvements are pos-
sible. Believe me, it does not matter what we 
will produce in the future - fixtures, fittings or 
other things – it is important to instill in the 
minds of this doctrine at all levels of the team. I 
am sure  that for our country this is a real 
Klondike of advantages.

THE GST SERIES, A TOOL THAT HELPS 
YOU IMPLEMENT TOC ON YOUR OWN

DETAILS & OPTIONS → 
www.TOC-Goldratt.com/GST/CCPM
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