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Pareto
Principle

“The Vital Few and Trivial Many
Rule”

“80:20 Rule”
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Named after Vilfredo Pareto an
Italian economist

*He observed in 1906 that 20% of the Italian population owned
80% of Italy's wealth.

*He then noticed that 20% of the pea pods in his garden
accounted for 80% of his pea crop each year.
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The Pareto Principle

*A small number of causes is responsible for a large
percentage of the effect
-usually a 20-percent to 80-percent ratio.

*This basic principle translates well into quality problems -
most quality problems result from a small number of
causes.

e You can apply this ratio to almost anything, from the
science of management to the physical world
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Examples of Pareto Principle:

o 20% of the input creates 80% of the result.

o 20% of the bugs cause 80% of the crashes.

80% of customer complaints arise from 20% of
your products or services.

80% of the work is usually done by 20% of the
people.
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* 80% of the quality can be gotten in 20% of
the time perfection takes 5 times longer.
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* 80% of your staff headaches come from 20%
of our employees

* 80% of our personal telephone calls are to
20% of the people in our address book.

* In most parties 80% of the beer will be
consumed by 20% of people.
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The Pareto Principle

Phere bave youe appliod the §O/E0 Bucte 7

Separating the Vital Few from the Trivial Many




ISOmantra
Aim « Adapt < Achieve

Five ways t
in Work-life
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ate a value % in terms of goal
2ament or satisfaction against each
asks for the day —email,
alls, reports, specific tasks.
he tasks listed contrlbute tC
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Problem ¢

. Analysis can really help in
g the most critical problem to
as the level of criticality.
problems and their
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Passio

. 2 there are certain “activities” you do
20%) that account for the greatest

%) of your happiness and
lon. These activities are the ones
2| most passionately about.
. 2 you have identified your
> very careful of the fti
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1e really benefits if you are not
)I passionate about what you are

0 to not only find your

0 pursue them by
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he people you know give you
Jur joy and support.
our friends, office colleagues

Investing your time and
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Cut The (

. e only use 20% of what they
llar basis.
. the other 80% Is thlngs WE

- Cwe may
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asically means that about 80% of
sessions just sit around every day,
Ing more than gathering dust or
‘space.
at your desk, cupboard, files

er —|f you have not used
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art is a series of bars whose
the frequency or impact of

ged in descending
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*This means the categories represented by
the tall bars on the left are relatively more
significant then those on the right.

*This bar chart is used to separate the
“vital few” from the “trivial many”.
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art breaks a big problem down into
, Identifies the most significant
where to focus efforts, and allows
ited
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How is Pareto chart ¢

ample, if your business was
g the delay associated with
edit card applications, you
ata Into the followmg
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Analysis sheet
Category Frequency
No address 9
Non-legible 22
writing
Current 15
Customer

No Signature 40
Other 8
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Order the data. Prepare an analysis sheet, putting the
categories in order by placing the one the largest count
first.

Analysis sheet

Category Frequency

No Signature 40
Non-legible 22
writing

Current 15
Customer

No address 9

Other 8
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Determine the percentage that each category represents.

Analysis sheet
Category Frequency Percentage
No Signature 40 43%
Non-legible 22 23%
writing
Current 15 16%
Customer
No address 9 10%
Other 8 8%

Relative frequency:-
[(Category Contribution) / (Total of all Categories)] x 100
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Determine the percentage that each category represents.

Category

Analysis sheet

Percentag

No Signhature
Non-legible
writing
Current
Customer

No address

Other

Frequency Percentage Cumulative
e

40 43% 43%

22 23% 66%

15 16% 82%

9 10% 92%

8 8% 100%

Cumulative Frequency:-

[(Relative Frequency of Category Contribution)

+ (Previous Cumulative Frequency)]




Step 5:

ISOmantra

Aim « Adapt * Achieve

Frequency

Delay in Processing Credit Card Applications

No signature lllegible Cument customer Mo address

100%

- 90%
- 80%
- 70%
- 60%
- 50%
- 40%
- 30%
- 20%
- 10%

0%
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The percentage point on the line graph for
Cumulative Frequency at which there Is a

significant decrease in the slope of the plotted
line.
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