
Pareto Principle
80-20 Rule

Focussing Improvement

We want to make improvements
We can't fix everything

How do we focus our efforts to make a difference

General Idea
Behind
Principle

A small fraction of items will produce
a large fraction of effects

Examples

Most of the problems with bills are
concentrated among a small number
of payors

A few number of criminals cause a
large share of crime

A few clients require
a large share of service costs

80-20 Rule
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Focusing Attention
Work on the vital few
to produce the most results

Think about
 how to measure
the effect

Cases

Dollars

Severity

Lateness

Size of effect may vary
depending on how you measure

How to use the basic idea

If you have data
Drill down in your data by categories

Time

Cause Type

Geography

Org Unit

Others

focus on those categories which
display the uneven distribution

If you don't have data Collect Data from sample

One-time 30-50 cases

Going forward
Start collecting

Cause-effect diagram for causal ideas

Data not possible in your time frame
Use evidence from elsewhere

Use your best guess group process

Doing this in Excel
Pivot Tables

Quality Improvement Software www.qimacros.com

Have an Action Plan
Based on your analysis

What are the key causes, the vital few

What actions will address the causes?

What is the plan?

Consider impact and feasibility

Monitor the results, adjust and repeat as needed

History Sidebar

Vilfredo Pareto

Uneven wealth
in 1800s Italy

Max Lorenz

Income Inequality

Lorenz Curve

Gini Coefficient

Joseph Juran

1937-First to label
as a general
management principle
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Example of
Using the 

Pareto Principle
to focus

A year of tracking late payments

220 late payments

Over 30 days

10 departments

10 payment purposes

Simple Tables

Pivot Tables and Charts

Row Labels Count of Department

Contracts 72

Fleet Parts 66

Communications 35

Fuel 15

Utilities 13

Office Supplies 8

Uniforms 4

Janitorial 4

Misc Purpose 2

Other Supplies 1

Grand Total 220
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Specialized Software

www.qimcros.com
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